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ABSTRACT

This thesis argues that the explanation for
underdevelopment should be sought primarily in the
structural distortions of the domestic economy, the
incoherence of national interests, as well as other
internal political contradictions. By 1looking at the
dynamics of Japan's relations with Nigeria between 1960 and
1985, it seeks to demonstrate how these factors militate
not only against a beneficial interchange with a Northern
economy, but against effective participation in the
international economy. This constitutes a contrary
diagnostic position to the literature which underpins the
logic on which The Bretton Woods and Dependency Schools of

thought are based.

The thesis considers the following issues. First, it
critically examines the role of the trading pattern,
characterized by its vertical structure, along with trade
policies, in the relationship between Nigéria and Japan.
Secondly, it considers whether Japanese investments in
Nigeria have contributed to the growth and development
process in Nigeria. To that extent it considers whether
they were merely part of a calculated trade objective;
namely, the dominance of certain sectors of the Nigerian
econony. The thesis also examines the role played by
Nigerian domestic policies and its environment in

determining the degree of reciprocity and interdependence.

Finally, it seeks to assess the role played by Japanese aid



and the degree of importance attached to Nigeria in
particular and development issues in general in Japan's

foreign policy.

The thesis concludes that at the time of Nigeria's
independence, the relationship was potentially one of
interdependence and the explanation for any subsequent
asymmetry needs to be sought in government's failure to
mobilize national potential and in terms of the operation
of the international market economy. At issue is not just
the nature of a particular bilateral relationship but the

management of North-South relations.
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"In popular and political discussions, the economics
of development often degenerates into the economics of

discontent".

G.M. Meier, economist, 1968.

"Let us help one another to find a way out of Darkest
Africa. We must emerge from the backwoods and come

into the open where nations are made".

R.S.B. Attoh-Ahuma, Gold Coast (Ghana) nationalist,

1911.
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INTRODUCTION

In analyses of economic and political relationships between
the under-developed world and the Western economies, the
overwhelming weight of interpretation has been informed by
the theory of Dependency. This theory claims that less
developed countries are trapped in a web of economic
disability because of the inherent nature of the
relationship between developed and under-developed states.'
As one African writer has asserted "dependency theory is of
great relevance to the study of African international

relations".?

This thesis proceeds on the basis of an alternative view.
It is an attempt, to contribute to that school of thought
in International Political Economy exemplified by the works

3 and Kindleberger®. Those authors argue that the

of Bauer
primary obstacles to economic development are internal to
less developed states and not the result of their exposure
to the international market economy. In the chapters that

follow, this view will be explored in relation to a

particular example, namely Nigeria's relations with Japan.

The thesis has a dual purpose. First, it intends to answer
these questions about the nature of Nigerian-Japanese
relations between 1960 and 1985: (a) Have they been
characterized by equaiity and reciprocity or by dominance

and dependence?’ (b) The extent to which the
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international system determined the whole pattern of
Nigeria-Japan relations.® (c) The extent to which each

country affected the others growth’.

The second purpose of the thesis concerns other central

issues which are also of theoretical interest, namely

(a) The extent to which the international system dictates
the nature of North-South relations;

(b) The extent to which domestic constraints affect the
participation of the developing economy 1in the
international market system;

(c) The extent to which Japan's position in the
international economy affects its relationship with
developing economies and,

(d) The position occupied by developing states in Japan's

foreign policy.

Reflecting an International Political Economy approach,

these issues constitute the major concerns of this thesis.

IT
This study addresses the nature of North-South relations,
most prominently explained by Dependency Theory. This
Theory will be examined in detail at the outset in order to
establish the alternative theoretical view on which this

thesis is based.

Trade relations between Japan and Nigeria follow closely
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the vertical structure described above. That pattern would
seem to fit the conventional wisdom of dependency

theorists.

In dependency analysis, the international economic system,
controlled by the developed Western economies works through
alleged conspiracy to reinforce the degree of dependency of
third world economies. This is done by a deliberate policy
of extracting concessionary gains through investment,
foreign aid, multi-national corporate activity, and other
multilateral policies of economic exploitation. Mostly
developed in Marxist literature and historiography, trade
between developing andlthe developed economies is depicted
in terms of "unequal exchange". The developed capitalists’
control of the international market system is said to lead
to declining prices for developing countries' raw materials
while raising costs for industrial products of their own
manufacture. For this School, the international market
operation exists to serve this one-sided parasitic
relationship enabling the developed countries to extract
for their own advantage, the economic wealth of under-
developed countries. It also sees foreign investment as
hindering the development of Southern economies by
exporting capital through repatriation of profits leading
to unemployment and uneven capital accumulation and

distribution.?

To properly understand the dynamics of this theory,
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reference must be made to its principles as first set out
by Paul Baran and André Gundar Frank.’ Byllocating the
cause of economic retardation of the third world ‘'within
the dynamic growth of the world capitalist system' (Baran)
and by introducing a 'metropole-satellite' dimension which
traces this contradiction beyond its international
manifestation into the local sphere (Frank), both scholars
established the basic tenets of Dependency Theory. The
works of Cardosso and Dos Santos were also critical to this
early development.' The analytical incompleteness of this
early theory, as perceived by some scholars, stemmed from
the constriction imposed by its static nature. For this
reason, the attack by Palma and Laclau'' precipitated a
redefinition. The ground-breaking work of Cardosso and
Faletto'? belong to this attempt. To further redefine its
complexities, Carporasso and Zare have offered a more
holistic concept.™ This Marxist oriented debate has since
broken into two branches; the 'productionist' and the

'circulationist' schools of thought.™

In Africa, the dependency model remains the most potent
explanation of underdevelopment. Recent publications and
the journal Review of African Political Economy (RAPE),
which provides the vent for scholarly reflections on the
subject, bear this out.'” The African dependistas focus on
'relational inequalities and the vulnerabilities that may
flow from them' remain essentially within mainstream

Dependency and must be 1located therein to be properly
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understood. Let us try and identify these strands of
thought in the Dependency explanation regarding Africa's

underdevelopment.

In the case of Africa, Okolo' identifies the cause of its
under-development as the exportation and transfer of
exploited surplus value to the West. Arghiri'’ blames this
on the nature of the relationship which he claims is marked
by unequal exchange (described for the purposes of his
study, as a condition which obtains when products requiring
and involving the same amount of labour and other inputs

1 and their

are rewarded unequally). Uchendu,'® Yansane
contributors, have variously and severally identified other
features such as neo-colonialism, as characterising the

nature of the dependent relationship.

The various contributions which make up dependency theory,
have been applied to explain the nature of the relationship
between Nigeria and the Western world, including Japan with
no less deterministic and colourful rhetoric. Ekekwe?’,
for instance, starts his discussion of "state and economic
development in Nigeria" with the premise that Nigeria has
followed a developmental strategy dictated by the interests
of imperialism and its local allies and not by those of the
majority of the indigenous population. While identifying
Nigeria firmly as a neo-colonial state, Onimode gave wider
application to this theory by arguing that a colonial past

is not necessary for the establishment of neo-
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colonialism.? He further insists that in Nigeria's
external relations, the interests of what he refers to as
the comprador bourgeoisie converge with those of the
imperialist bourgeoisie to promote dependency. According to
him the open-door policy to foreign capital and investments
adopted by Nigeria at independence aided this process and
enabled other Western powers, such as Japan, to join

Britain in exploiting and increasing further dependency.??

There is nothing inherently unusual in Bode Onimode's
views. They are for the most part, a reaction against the
post-Keynesian conventional wisdom held by some Western
economists, that industrialized nations form alliances with
traditional elites and re-inforce control over their
populace. Whether this wisdom was incorporated in the
economic policies of Western economies is another issue.
From all indications, policies among these economies in the
international market system have hardly <converged.
Consider France, the Scandinavian countries and the USA as
illustrative cases. Nonetheless, the African
dependentistas seem content to uphold this in so far as it

satisfies a requirement for the theory.

The above point explains Offoing's?® ideas about this
relationship. On his part, he has extended Johan

Galtung's?

position in his study of the relationship
between the European Economic Community (EEC) and the Third

World -- where he contends that the relationship is not one
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aiming at encouraging a diversified spectrum of extraction
and manufacturing leading to horizontal exchange between
rich and poor countries -- to account for the relationship
between Nigeria and Japan. Ihonvbere and Shaw?®,
emphatically point to the role of Japan which with the
United States and other Western European interests, have
displaced British hegemony, thus successfully entrenching
multi-lateral capitalism. This, according to their study,
is the dominant feature of Nigeria's postindependence

economy. Gana®

assumes a position on the same platform
and like Onimode, pinpoints the role of the Japanese and
other multi-national companies in exporting capital from

the Nigerian economy in the form of profits.

What seems to increase the validity of this argument in its
application to Nigeria-Japanese relations is the fact that
Japanese economic relations with South-East Asia in the
early years of its modernization were characterized by this
system of exchange. However, without the benefit of any
tests of particular application to Africa, members of the
Dependency persuasion are content merely to extrapolate
from this experience to describe Japan's relations with
Nigeria. This analysis originates from Marx's ideas
despite Tétreault and Abel's insistence®”’, based on
Baradat?® that the theory is "logically and sometimes even
actually independent of Marxist thought because of its root

in the nationalism of third world countries".
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To Marx, relations between market economies are by nature
conflictual and in the Marxist tradition which has widened
to incorporate both nationalists and structuralists, the
dominant market economies not only cooperate in the joint
exploitation of the weaker economies of the globe, but the
international economy is seen as an arena for imperialist
expansion and nationalist aggrandizement (Karl Kautsky's
interpretation which Owoeye and Vivekande apply to the use
of Japanese Foreign Aid Capital in Nigeria and Africa®).
To them, international economic cooperation is harmful,

destructive of traditional values, and corrupting in its

encouragement of materialism in pursuit of luxury goods.

Antithetical to these views is the deeply rooted position
of the classical and neo-classical tradition. While
Marxist historiography, from which emerged dependency would
see international trade in exploitative terms, liberal
scholars insist that it is the restraints on trade as a
result of such protectionist principles which makes it
quite impossible for the advantages to be realised.’® Both
Adam Smith and David Ricardo view such international
cooperation along these 1lines. Thus, to Smith,?
international trade serves to increase the productive
powers of labour by overcoming the narrowness of the home
market. The people are thus encouraged to produce more
goods and therefore to augment their annual produce to the
utmost. This increases the general wealth of the country

and consequently, the standards of living.
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On his part, David Ricardo while further demonstrating the
benefits of international co-operation, emphasised the
patterns of international trade specialization by the means
of relative productivity differentials among countries.3?
To him, the increase in the amount and variety of objects
for revenue expenditure and the availability of these
commodities at a 1lower value (due to international
specialization) is beneficial as it acts as incentive to

savings and by extension, capital accumulation.3?

Neo-
classical scholars improved on these positions with the
concept of relative factor endowment.3* They emphasised
the cost of transportation and other factors, such as
greater mobilities of factors of production. Bertil Ohlin,
for instance, showed that it was insufficient to put
forward a theory of comparative costs without consideration
for the play of demand in each region for goods from the
other - the reciprocal demand.? The basis for a realistic
appraisal of international exchange was thus established.
Under certain assumed conditions, trade mitigates the
advantages of the unsuitable geographical distribution of
productive facilities.’® In simple terms, each region
exports goods containing a large proportion of its relative
abundant and cheap factors. In the same vein, goods
containing a 1large proportion of scarce factors are
imported rendering these factors less scarce.’ Although
this theory does possess inherent imperfections and has

been extensively re-examined,® it is still, as Gilpin puts

it, the most appropriate in accounting for much of North-



10

South trade.>

Schooled on the classical and the neo-classical tradition,
trade liberals or the "modernization school" contend that
international cooperation maximises economic growth,
increases economic efficiency and improves human welfare.
It thus leads wultimately to strong democratic states
capable of guiding their own destinies. In contrast to
this opinion, the dependency belief is that such
international cooperation makes states insecure, vulnerable
and dependent on external development."0 Smith and
Ricardo's carefully observed analysis, and the 1liberal
theories built on it, thus became a mere point of
prescriptive scholarship, and the importance of such

international cooperation, a mere speculative analysis.

Apart from the stated areas of inquiry which this thesis
addresses, it does not intend to examine the differing
views that make up international trade theory. Nor does it
intend to examine in detail the validity of the Dependency

' and does not form

theory. This has been done elsewhere®
part of the subject of study with which this thesis is
primarily concerned. However, a few observations on the
microcomponents of the theory are appropriate because of
its dominance in relevant literature. This also enables us

to set out further what we will be hoping to demonstrate in

the thesis.
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Dependency theory would seem to be based on an ideological
persuasion, the dependentistas, like the scholasticists of
old, "have placed faith before reason and evidence". This
is so for a number of reasons. First, the danger of
lumping is all too recognizable. As observed elsewhere,
"developing countries are characterized by considerably
more divergence then they showed in the mid 1950s", when
the theory emerged. This may suggest that "universal
prescriptions are less valid now than they were when the
discipline of development economics was in its infancy".*?
To put it bluntly, "every developing country is unique and
is affected by market conditions and prices for its own
products and not by the movement of index numbers". It is
also arguable that internal factors, (and we hold this to
be supreme), as well as other equally important factors and
forces ofher than Japan and the West, are in interaction
among the determinants responsible for the state of the
Nigerian economy, its rate of growth and its level of
development. Further, as one of the theorists has pointed
out "trade flows alone cannot be used as the criteria for
exploitation".s And since Nigeria-Japanese relations are
made up essentially of trading relations, it is difficult

to see how it fits in with the dependency paradigm.

Dependency theory further makes other questionable
assumptions about the use of export capital and foreign
investments. First, it 1is alleged that multinational

companies make excessive profits which are then repatriated



12
to their home countries. (As in the high returns on
Japanese investments in Nigeria). If we are to take this
assumption seriously, it could be demonstrated that
excessive rate of capital returns is not merely indicative
of lack of provision of replacement capital thus depressing
the domestic economy (malinvestment). Rather, as Nurkse
believes, high business profits in these countries may
reflect the high marginal productivity of capital that can
be realized through an overall expansion of the market, and
"most developing countries, are in a process of expanding
their domestic economy".% It may also represent
entrepreneurial and management rewards which command a high
price since these are scarce factors in developing

countries.®

This simply follows the economic wisdom,
clearly recognized by Smith which is that "wherever a great
deal can be made by the use of money, a great deal will
commonly be given for the use of it",% and the greater the

stock employed in any economy, the 1lower the rate of

profit.4

High profits, if we are to continue with the dependency
assumption, may even be beneficial to developing countries
since it helps to attract additional resources into use,
and where entry is unrestricted, to forward growth, as

Kindleberger's analysis has shown. 48

Capital transfers in the form of foreign loans and

investments have also elicited a great deal of critical
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attention from the dependentistas. However, the experience
of national developments across the globe show contrary

evidence. In his Interregional and International Trade,

Ohlin, points to the beneficial use of such capital. The
examples include French capital which developed Italian
industries and the foreign borrowing of Denmark which was
used to reorganize agriculture.* To this 1list, we may
also add the foreign loans of Australia.’® It is thus
quite obvious that the transfer of capital means an
increase in the combined national incomes of the borrower

and donor countries.’!

It could even be said, as Professor
Edie has gone so far to assert, that the export of capital
meant the export of industrial revolution to the 1less

developed countries.>?

Raul Prebisch, a principal exponent of the inherent
disadvantages in North-South relations, recognizes the
indispensibility’of such capital transfers. His well known
exposition of the problem of development in Latin America
centres around the creation of investment capital. His
general emphasis is that productivity is 1low in Latin
America because of lack of capital, this absence induced by
a shortfall owing to the small margin of saving; this in
turn caused by low income and productivity. Foreign trade
and factor movements therefore present such an obvious
solution. Prebisch himself advocated such international
income transfers to fill the gap.>3 The Dependency

attention to the 'evil' influence of foreign capital is
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also misplaced because a succession of policies could help
developing countries to protect their interests and
therefore, "in the context of development planning the
effects of foreign investment need no longer be feared as
being a repetition of the undesirable features in the
history of colonialism".> It may be true that most
developing countries often attempt to follow these
objectives. However, their rate of success depends on the
discipline exercised over these policies. It can thus be
shown that the more successful LDC's are those who have
attained this objective and the less successful, those who
lack the economic discipline which is predicated upon the

effective lack of articulation of national interests.

Indeed, the lack of sustained economic growth in Africa and
Nigeria in particular rests squarely on the above factors.
As Nurkse adequately puts it, in all cases, capital
formation depends on complementary domestic policies.?
Nigeria is a typical case among the countries where there
is a lack of articulation of national interests and where
the interests of the few contrast sharply with those of the
many. It is a nation where the majority are totally
committed to subverting the economic interest by the use of
all means possible; a nation that has elevated corruption
to a high art form and where society actively rewards
corruption (whole villages organise parties to congratulate

convicted corrupt politicians at the end of their prison

term) . It lacks the organisation 1long recognised in
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development theory as the key to the effective utilization
of both domestic and international returns. As Sir Arthur
Salter phrased it in his study of Iraq, "the heart of
economic development is the reform and creation of an
administrative system capable of carrying it out".®® This
issue lies at the centre of development constraints. Thus,
Joseph Schumpeter57 emphasized the role of the entrepreneur
in development - the effective organization of productive
functions crucial for the combination of factors of

production in the right proportion.

This situation in Nigeria flows from the 1lack of
articulation of national interests. Because power often
comes from the barrel of the gun, governments are not
representative and usually indulge the private and not the
public interest. The obstacles to development in the
Nigerian case, is, as in Walkinsky's major conclusion on
Burmese development, that its development "waits on good
government to provide law, order, honesty and
responsibility".’® There is simply no Lewis's "will to

economize",

The lack of a strong democratic process, and the existence
of institutions which militate against a beneficial
interchange must therefore be the focus of any meaningful
analysis on Nigeria's development, not the alleged effect
of extraneous forces. As Arthus Lewis underscored, an

enquiry into human behaviour which influences growth is an
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essential part of the measurement of economic growth.?

Such structural distortions and the lack of articulation of
national interest is a phenomenon that is not peculiar to
Nigeria. It is pervasive in most of black Africa. Africa
is a continent suffering under its own weight. It is a
continent of butchers and mass murderers (as in Kenya where
the opposition has been systematically liquidated); of
depraved psychopaths (as in Uganda where Idi Amin expelled
Indians and by so doing destroyed the middle class in one
afternoon); of common criminals (as in the organised
banditary of Shehu Shagari with its "Don" Umaru Dikko in
Nigeria). From the totally ignorant (Master-Sargent Samuel
Doe in Liberia) to the totally senile (as in Ivory Coast
where the Ggeriatric 1life-president spent millions
reproducing St. Peter's basilica. in a country where
starvation, disease, and ignorance reign supreme), Africa
is not a continent where the wind blows free. It is a
continent of repression and massive corruption. Until
recently, there was not a single democracy in the whole of
the region. Spread all over the continent are men and
women who are not dedicated to nation building but to
construction of other sorts - graves and private bank
accounts. Are these facts of life about Africa a result of
a mythical conspiracy? 1In black Africa's case, dependency
theory only serves to divert attention from the rather
serious issues hampering economic growth and proves what

some scholars have long believed; that it is simply fatuous
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to be doctrinaire about development problems.®0’

One observation which must be made to place doubt firmly on
dependency as a mode of explanation in North-South
relations is that which follows. Among some of the
countries today 1listed according to developmental
classification, as the Newly Industrialized Countries
(NICs) are countries with almost identical economic and
political heritage -- a colonial past, diverse peoples,
ever increasing populations, etc, -- yet they have been
able to rise above the so called base of inequality. Why
then is Nigeria, a country with enormous human and material
resources that some countries among the developed world
cannot even compare favourably with, still in the backwoods
of development? Is this inability to develop forever to be
attributable to Depéndency? The Nigerian case is
reproduced in much of the under-developed world. Is
Dependency therefore a "covering law" that explains the
lack of success of these states in addressing the all
important question of economic development and subsequent
improvement of living-standards? Until the above questions
are sufficiently addressed and until individual cases
placed in proper perspective, Dependency theory will
continue to 1lack credence explaining relations between
nations. We totally disagree with Tétreault and Abel that
it "provides a model of international relations in the
sense that it systemizes and elucidates collections of

facts about structure and function".® It is not
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concerned with facts to provide any useful structure but
makes its conclusions on the basis of mere assumptions. A
theory that relies on broad generalization and assumptions
on development economics without examining the economic,
social and political circumstances of each underdeveloped
country in detail for empirical assessment has little or no
place 1in assessing the true nature of international

relations.

We must however point out that the employment of
comprehensive and exclusive Dependency theory, which has
provided a license for bankrupt economic and political
systems in Africa, is a phenomenon that dates back in
history. | When Friedrick Meinecke, the great German
historian stumbled upon "chance" and threatened to stretch
it beyond all recognizable imagination as the single most
important explanation to which all others must defer, in
accounting for Germany's fortunes and the war years, the
historian and philosopher, E.H. Carr, appropriately
referred to the preoccupation as the "bankruptcy of the
great historian's mind under the stress of the misfortunes
of his country". Carr further observed that such theories
are only found among nations riding on the trough, and not
the crest of world events. Likewise, the view that
examination results are a lottery is 1likely to be found
among students placed in the third class.®® We may draw an
analogy between Carr's summations about the "Cleopatra's

Nose" school of history and the Dependency theory which, in
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our view, offers very little in the way of explanation but
merely describes. While acknowledging the role played by
colonialism, we will seek in the thesis to follow a more
functionalist theoretical framework. This position is not
ambiguous. Any "dichotomy between ‘'historical' and
functionalist modes of analysis is analytically a bad one".

This thesis will attempt to show the obstacles hampering
the realization of the benefits acruing from the
relationship with the developed economies as it attempts to

place empirical evidence before rigid theory.

IIT
Historically, Africa has never been a stronghold of
Japanese economic influence. The two entities remained far
apart, not only in geographical but in both cultural and
political terms. Yet, in the 1930's, Japan not only
competed for, but gradually won the battle'for cotton-
textile imports into the Nigerian market. It also
successfully entrenched itself as one of the principal
trading partners of the country even though it (Nigeria)
was still subject to the sovereignty of Britain, a dominant
world power at the time. In the later years of that decade,
the Nigerian market had become so important in Japanese
economic calculations that regular shipping services were
developed to connect both countries. This relationship was
interrupted during the Second World War, 1939-45, but
resumed as soon as conditions in Japan allowed. From this

juncture, the Japanese increased their market share, and
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greatly expanded their commodity supply. In the 1950's it
had not only successfully overtaken Britain, the colonial
power in Nigeria, in competition for the supply of piece
goods but its officials were regularly visiting Nigeria and
discussing increased participation and greater economic

cooperation.

Chapter One, which serves as the introductory chapter to
the thesis (in conjunction with this Introduction) examines
the factors responsible for Japan's growing interest in
Nigeria, its increased trading activities and the British
reaction to this situation in the context of the political
and economic climate. Since these developments took place
before October 1lst, 1960 when Nigeria became a sovereign
state, the chapter provides a background study of the
nature of the bilateral relationship inherited by this
date. As a preface to modern relations, it identifies the
nexus and foundation on which further ties in the post-

independence era were built.

Chapter Two studieé the nature of the trading relationship.
It also examines the composition of commodity supplies and
the investments that were a necessary corollary in Japanese
engagement in certain sectors of Nigeria's economy. This
chapter has implications for theory because it critically
assesses the vertical structure while highlighting the
efforts made to react to market situations on both sides.

In sum, it is an analysis of the features, pattern and
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trend of Nigeria-Japanese trade between 1960-1985.

Nigeria is a developing economy endowed with vast amounts
of natural resources, an enormous population to sustain a
vibrant market economy and is ranked as the sixth largest
supplier of petroleum resources in the world. Japan on the
other hand, lacks natural resources and its needs for
energy resources border on the critical. As a developed
country, Japan has specialized in industrial manufacture.
It has also attained economies of scale that has enabled
production of a wide variety of goods, consumer and heavy
industrial needed by a developing economy such as Nigeria,
at relatively cheaper costs. Its private capital (which
cannot be distinguished from public capital) has also a
long history of involvement in overseas ventures. From the
above description, it would appear that a classic situation
for reciprocal exchanges obtains; the developed country
supplying the developing economy with much needed consumer
goods and industrial manufacturing know-how while taking
its energy supplies and processed raw materials. Yet,
between 1960-85 in all but two years, a massive trade
deficit obtained on the Nigerian side. This deficit
sometimes ran into billions of dollars even in years when
the total trade figure on the Nigerian side comprised a few

million.

Chapter Three, examines the pattern of participation and

the direct involvement of Japanese firms and private
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capital in the developmental process in Nigeria. Chapter
Four, analyzes the difficult question of trade imbalance.
These chapters collectively and variously, attempt to
provide answers to the questions of reciprocity and
equality. Since they highlight the various international
and specifically directed trade policies on both sides,
they provide useful insights into the long drawn out debate
on North-South trade. At issue is, whether the inequality
stems from the developing country's overawed exposure to
the international market system or whether it is the result
of the absence of and, or laxity of policies in developing

countries that generate it.

Technical cooperation or the hope that through trade and
other exchanges with the industrialized economies, the
developing countries would gradually acquire not only the
development strategy but technical efficiency to carry it
through, is an issue, together with grants-in-aid which in
the main, serves as the subject matter of Chapter Five.
Since grants-in-aid are an important issue of consideration
in North-South relations providing an important avenue for
capital accumulation in Southern economies, this chapter
will look not only at aid but also more importantly, at the
technical and managerial expertise that accompanies it.
This is important since a proportion of aid given to third
world economies for developmental projects usually ends up

in private accounts.
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The main thrust of analysis of Chapter Six is the
development of what are the political -- apart from the
trade and investment (economic) ~- aspects of this
relationship. This chapter examines the development of the
political relationship, the degree of importance attached
to it by both countries through indicators such as the
place of each in the other's policy formulation, and their
respective responses to international issues affecting themn

(such as Apartheid and nationalist struggles).

The aspects treated by the various chapters, the importance
of the study to the debate on North-South international
relations and further observations on them will be
reconsidered in the conclusion. This 1is a general
assessment of the bilateral relationship during the
twenty-five years under study.

63

As Professor Katsuhiko Kitagawa has observed, and

certainly, as writings such as John Stremlau's®
International Relations Research have shown, until
recently, 1little or no attention has been paid to

Japan-Africa relations. To further illustrate, Takashi

Inogushi's 1991 book, Japan's TInternational Relations

contain no single reference to Africa.®

Because of this,
there is an absence of appropriate established methodology
in academic circles or elsewhere with regard to the topic.
In Nigeria, most treatment of international relations is

still weightéd overwhelmingly, in favour of Western and
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non-Japanese 1links. Of the few writings that exist on
Nigeria-Japanese relations, most consist merely of
generalized remarks or judgemental opinions on the question
of the trade imbalance and are furthermore overwhelmingly
emotional and devoid of much scholarly significance; The
same is true in Japan where judgements on Africa until
recently have been based on received colonial prejudice
with the question of Japan-Africa relations not paid any
worthy attention. It is against this background and other
difficulties faced by a pioneering study that this thesis

is set.
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CHAPTER ONE

PRELUDE TO MODERN RELATIONS

Nigeria-Japanese relations date back to the period before
Nigeria became an independent state in 1960. Although |
serious trading contacts began from the early 1930's, trade
relations can be traced back to as early as 1914 when Lord
Fredrick ILugard, the British Colonial Administrator
amalgamated the Northern and the Southern parts of the
country.' From the British colonial records for the colony
and protectorate of Nigeria, Falola and Ogunremi have dated
the first exchange of goods to that year with Japan's share
of total Nigerian trade of £6.9m amounting to £131.2 This
exchange however, not only remained at a very minimal level
but lacked mutuality. Nigeria did not record the export of

any goods to Japan until 1929.

Japan's contact with Africa dates to an earlier period.
Agbi contends that Japanese knowledge of Africa dates back
to the Sixteenth Century but was careful to point out that
contacts were severely limited in scope until the mid-
Nineteenth Century’, the period of the Meiji Restoration in
Japan. That Japanese relations with Africa took roots
during the Meiji era is not in doubt%, however, other
extraneous events, occurring independent of Meiji control
nurtured and bolstered themn. These events were the
colonial condition of Africa especially the scramble that
gave birth to Article III of the Berlin Act of 1885.

Sitting in Germany and brokered by Bismarck,
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representatives of the various colonial interests in Europe
sought to introduce safeguards into the partition of Africa
" to prevent a ruinous colonial war that would prove costly
to Europe. Article IITI of the Berlih Act was a consensus
marking out free navigation and trade zones in Africa.
This Act achieved unintended results; it indirectly
benefitted the Japanese. The role of this singular Act has
been acknowledged as one of the most important of the
factors responsible for increased Japanese activity in
Africa. According to an official Japanese source, "the

Belgian Congo became a foothold for Japanese economic

advancement" .’

Jun Morikawa has conveniently divided the early periods of
contact into two phases; The first phase between 1898-1913
was punctuated by sporadic, small-scale, unorganised family
based trade. The second phase between 1914-1941 was marked
by direct larger scale, well-organised trade.® From 1885,
as Japan's Ministry of Foreign Affairs records indicate,
Japan began to introduce products from its industrial
modernisation to Africa.’” For the whole period preceding
decolonization, Africa was for Japan, nothing but an export
market for consumer goods, primarily textile products.?
However, since Africa was under the cultural, political and
economic domination of the European powers wheh Japanese
consumer items began to appear, they were generally
ridiculed as "shabby" and "cheap" while the products of the

imperial powers were lauded and embraced.?®
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In contrast to other areas of Africa, Japanese interest in
West Africa was delayed. Investigative reports by
government agencies or private organisations were non-
existent until the early 1930's. From this date private
interests began to take an interest and thus the
initiative. 1In 1932, the first report detailing a general
survey of the West African coast was submitted to the
government by the Yokohama Specie Bank (Yokohama Shokin
Ginko) .1 This report was complemented in 1934 by a
government report which concerned itself with economic
conditions in West Africa.!' By this latter date, enough
reports had percolated in Japan to raise interests in

establishing trading relations with the region.

This increased Japanese interest in Africa and
particularly, West Africa, was a result of some crucial
factors. First, Japanese industrialists and merchants who
dealt in cotton textiles and other miscellaneous
merchandise had increased in number in the years following
the outbreak of hostilities in the First World War. These
business interests had been made more competitive in their
participation in the international market economy by
factors such as the availability of cheap and highly
qualified labour, a neighbouring Asian market for the
supply of raw materials and for fast disposal df goods as
well as the development of maritime transport. They now
found the internal market insufficient to absorb their

products. Secondly, this situation was complemented by
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another factor. With the abolition of the gold standard in
1931, the value of the Yen fell which made Japanese exports

2 Finally, even more critical than these

more competitive.
developments was that by the 1930's, Japanese/China trade
had began to decline (exports to China including Hong Kong
and Manchuria had fallen 34 per cent) due to boycott and
increased international competition.® The need was
therefore critical to find new overseas markets. The

resources of Africa presented opportunities waiting to be

tapped.

In Nigeria, the earliest recorded dual transaction between
Nigeria and Japan in the Trade Reports for the Colony and
Protectorate appears in 1929. Japanese imports then
accounted for .01 per cent of the total import trade of

Nigeria.'

From this date until 1939, Japanese trade with
Nigeria increased dramatically. For convenience, we shall
divide the period into two phases: the pre-1939 period
which was marked by gradually expanding trading contacts,
and the post-war period from 1951 when trade with Nigeria
not only resumed but gradually acquired the vigorous
characteristics of Japanese foreign trade. This period

merges imperceptibly into the most recent period from the

date of independence in 1960.

In the period preceding 1939, Japanese exports to Nigeria
were composed in the main, of consumer goods and

failed to undergo any serious structural changes. Exports
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consisted of apparel, boots, shoes, umbrellas, pullovers,
beads (other than real corals), clocks and watches,
artificial silk, buckets, hosiery, silk goods, basins,
hats, caps and bonnets." In addition to the above
commodities, the Japanese also Aexported some railway
materials. The main export commodity, however, was cotton
piece goods. There were exports from the colony to Japan
but these were minimal and in some years, amounted to as

little as £750.1

The post World-War II period of Nigerian-Japanese trade
began in 1951, almost six years after the cessation of
hostilities. The 1late resumption of direct trading
relations was due to the fact that after the war, all
controls over Japan's exports and imports passed through
General Douglas MacArthur's SCAP (Supreme Commander of
Allied Powers) administration. Various laws had been
introduced which completely banned civilian participation
in overseas trade. Some of these laws deserve mention. In
1946, the Foreign Trade Agency was created and charged with
responsibility for conducting export and import
transactions through the newly established Foreign Trade
Funds Special Account. The government prohibited all
unauthorized transfer of all existing exportable goods
within the country. This was shortly followéd by the
Foreign trade extra-ordinary measure decree of June 20,
1946. This prohibited any person or individual other than

government through the foreign trade Agency from engaging
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in export or import activities and invested government with
the power to order the mandatory transfer of goods for
export %hen necessary. As Ozaki has correctly observed,
the immediate post-war Japan was one in which "foreign
trade was a case of strict state trading controlled by the
occupation authorities".'” These controls were in place
until 1949 when fhe Ministry of International Trade and
Industry (MITI) was established and gradually the controls
were relaxed and private individuals could once more take
an initiative in overseas's ventures. It was however, not
until the outbreak of the Korean war'® and the signing of
the San Francisco peace treaty of 1951 that control was
virtually handed over to the Japanese and exports began to

pick up.

During 1951-1960, the commodity composition of Japanese
exports not only increased in volume but was expanded. To
the strong showing made by the.Japanese exports of cotton-
textile goods, another trade item was added: galvanized
iron sheets. The Japanese had put up such strong
competition in Nigeria's importation of this commodity that
at the end of the 1955 trading year, Japan was responsible
for 49 per cent of Nigeria's total import of galvanized
iron sheets.'” oOther items like sewing machines, bicycle
parts, steel plates, enamelled and ceramic wares had also
began to make their way into Japaﬁese exports to Nigeria.?®
During the same period, Japanese imports of Nigerian goods

remained insignificant.?
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The Japanese were able to challenge the hold on the
Nigerian market by its traditional Western European
customers, most significantly because of the lower prices
they asked for their products. Their products were also
more adaptable for use by the local population because they
‘'were made to suit local tastes. As Ogunremi has shown, in
1934, printed cotton piece goods exported to Nigeria by
Japan cost 7.5 cents per square yard. A year later, 1935,
the same Japanese products cost 7 cents. British cotton

goods cost 11 cents per square yard in each of the two

22

years. Again in 1935, while Japanese umbrellas were sold

at 26 cents each, those of British manufacturers cost 66.6

cents each.®

In no other sector was the Japanese challenge to the
traditional British market more remarkable and more
successful than in piece goods supply. The types of cotton
piece goods traditionally imported into Nigeria have been
bafts and drills; unbleached and bleached ("greys" and
"whites"); drills dyed in the piece; prints; and coloured

4

woven goods.?* The demand for these products was enormous

in Nigeria and before the beginning of direct Japanese
trade, grey cotton was usually imported by British
merchants from Japan and India for printing and finishing
in Lancashire before re-export to West Africa.? In the
early years of the trading contacts, Japanese cotton piece
goods had begun to make their strong presence felt in the

Nigerian market but it was not until the 1950's that this
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increased considerably. In 1954, Japan displaced Britain
as the main supplier of rayon piece goods.? Japan's
volume of cotton piece goods exports further expanded and
by 1955, it accounted for 43 per cent and 29 per cent
respectively of the total Nigerian imports of rayon and

cotton piece goods.?

In 1956 and 1958, rayon piece goods
made up 60 per cent and 47,3 per cent respectively, of
total imports frovaapan.ZIs By 1960, cotton piece goods
from Japan had reached 36 per cent of the value of its
total imports.?® The figures for selected years below

underline the strong commitment of the Japanese textile

industry to capture the Nigerian market.

TABLE 1 (i) JAPANESE IMPORTS OF PIECE GOODS-SELECTED YEAR530
YEAR QUANTITY TOTAL NIGERIAN IMPORTS FROM VARIOUS PIECE GOODS
(M SQ YRD) SOURCES

1955 60 205,407 Cotton

86 104,539 Rayon

1956 28 149,389 Cotton

143 157,642 Rayon

1958 48.6 172,496 Cotton

130 151,575 Rayon

1959 ' 46.7 143,631 Cotton

95.3 101,418 Rayon

---------------------------------------------------------------------------------------------------

To say that Japanese imports of piece goods increased in
volume however, is not to state that the Japanese came to
monopolize the trade. This would be far from the true
picture. Let us illustrate with the 1957 figures. It is
however, safe to say that they had more than a fair share

of the market.
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TABLE 1 (ii) TOTAL IMPORTS OF COTTOM PIECE GOODS, 1957
TYPE . QUANTITY VALUE (£000)  PRINCIPAL SOURCE PERCENTAGE SHARE OF
(M. SQ. YARD) OF SUPPLY TOTAL IMPORTS
GREYS (unbleached) 28.0 1,476 INDIA, UNITED KINGDOM  INDIA 70; U.K. 28
WHITES (bleached) 40.3 3,154 INDIA, JAPAN INDIA 23; JAPAN 13
PIECE DYED 24.8 2,506 UNITED KINGDOM, JAPAN,  U.K. 44; JAPAN 23
INDIA INDIA 13
PRINTS 31.0 4,198 JAPAN, NETHERLANDS, JAPAN 39; NETH 32
UNITED KINGDOM U.K. 23

COLOURED WOVEN 22.4 2,305 INDIA, JAPAN INDIA 62; JAPAN 14

The success of the Japanese in the cotton and other
essential consumer goods trade was in the face of various
trade barriers and competition against already entrenched
interests in Nigeria. While the shipping services were
dominated by American and European lines 3 (see pages 46
and 47), the United African Company (UAC), G.B. Ollivant,
John Holt and Company, Compaigne Francaise de L'Afrique
Occidentale - (C.F.A.0.), Patterson Zochonics, S.
Thomopoulous, Flonis Brothers and Zards as well as the
Societé Commerciale de L'Quest Africaine (S.C.0.A.),
controlled the produce trade. In both trading and
manufacturing, the above firms and especially, the British
American Tobacco Company and the British Cotton Growers
Association as well as the UAC plantations, maintained a
strong presence. While the Indian firms of J.T. Chanrai
company and Chellaram and Sons were specialist import
firms, the Lancashire firm of J. Christian and company were
the giants in textile trading.3® In short, the entire
import-export trade was dominated by large European trading

firms especially, the UAC, John Holt, the SC0OA and the
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CFA0.3*  fThe UAC alone, according to Hopkins, handled
nearly half of West Africa's overseas trade during the
1930's and dominated the whole of British West Africa.¥®
This situation has prompted Crowder to identify as the
dominant trend in the development of European trade in West
Africa to be the "concentration of power in the hands of a
few major commercial houses who created ih many parts of
West Africa a situation of effective monopoly for

themselves" .3

The state of virtual monopoly that the Japanese were forced
to deal with was further complicated by British fears of
Japanese competition and policies initiated to severely
limit this. To make sure that the Nigerian market remained
an exclusive preserve of the United Kingdom manufacturers
and for others elsewhere in the Empire for whom the
territory had been conquered, in 1920, Britain started a
process of tightening trade restrictions against Japan. As
a prelude to tighter control, it announced in June 1920
that "preferential rates for goods of imperial origin has
been addressed to all colonies and protectorates, except
those which are precluded by existing international
agreements from doing so, and a few others in which
preference is already in force".¥ This measure which was
forced by the pressures of the Manchestef textile
manufacturers proved both unwdrkable and ineffective
against Japanese goods because not only did it conflict

with Britain's free trade policy and therefore was resisted
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by merchants since it reduced their sales, but the Nigerian
consumers preferred Japanese goods which were not only less
expensive but more adaptable and "tougher for a peasant
population"”.3® Although this measure failed, the colonial
administration d4id not relent. It followed it up in 1932
with the Imperial Preference Code after agreement reached
at the imperial economic conference at Ottawa, Canada. The
system was in nature of tariff alterations and imposition
of quotas, both quantitative and qualitative, on imports
from other sources outside the sterling area. The
Preference Code fixed custom duties on British goods

between 10 and 50 per cent lower than the general level.

In 1932 and 1933, a quota system was imposed on textiles
from Japan entering Nigeria. At the end of 1933, Britain
gave notice to Japan of the termination of the colonial
treaties (see page 44) between Japan and British West
Africa signalling the attitude and corresponding economic
policies to be pursued with Japan from then on. Tighter
controls and strangulatory measures were not 1long in
coming. In 1934 when tariffs on non-British goods were
raised to 100 per cent“’, the quota system limited imports
of Japanese cotton goods in quantity to not more than

1,524,503 million square yards between 17th May and 31st

December.!

In that same year additional import duties were imposed

on galvanized iron sheets, cement, paint, varnish, shirts,



41
singlets, socks, stockings and pullovers of Japanese
origin.? As Joan Wheare has observed, the changes from
"ad valorem" to specific duties which presaged the
imposition of quotas, was to penalize certain Japanese
imports of a "cheaper" quality than the corresponding

British articles.%

That the duties and quotas were put in
place specifically to penalize Japanese imports which had
begun to threaten the British position in her colonial
backyard is incontrovertible. What 1is difficult to
understand is the smoke screen that the duties were meant
to hurt Japanese goods because they were of a so called,
"cheaper" quality than those of their British counterparts.
That kind of analysis is needless to say, an "ad nauseam"
repetition of one of the myths of colonial superiority, in
this case economic, promoted by the colonial administration
as one of the justifications for colonialism. Put in the
colonial context, the Japanese goods were allegedly of
cheaper quality because Japanese culture was inferior to
British. Any product originating from such a source was

therefore automatically inferior.

The real reason for restriction was price. The Japanese
goods of corresponding quality to British materials were
less expensive and easily affordable by the impoverished
masses of the immediate post depression era. As reported
in the colonial Bluebook of l1933, Japanese textile
shipments to Nigeria which had risen to more than 11

million square yards were priced well below British
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textiles.%

Finding no other effective way of curbing this
threat, the British government hit upon a "final solution":

the complete abolition of Japanese imports.

In Nigeria, "doubts were expressed that in conducting a
tariff war against Japan, the subject races, especially
those in West Africa, would be the greatest sufferers".%
In fact, it was generally understood that this was yet
another device introduced by the colonial gdvernment for
the benefits of their own manﬁfacturers. Even in the
colony's Legislative Assembly, the members saw this, if not
for anything else, but as a policy that went directly
against the spirit of the dual mandate in British West
Africa. A semblance of policy that the colonial
administration, especially in Nigeria (where Lord Fredrick
Lugard had made it a fetish with himself as high priest),
was trying to project. Support for the bill when it came
was tepid and it only passed when members were reminded
that "it is an imperial measure which it is our duty to
pass".% This policy proved most effective. By 1938,

Japanese textile imports had fallen to 3.6 million square

yards and were less than one-third of the 1933 volume.

Basil Davidson insists that this act of British
protectionism 1leading to the anti-Japanesev econonic
measures was part of the domino‘effect unleashed by the
economic slump of the late 1920's and the 1930's since the

need arose in Britain to salvage whatever was left from the
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colony's trade to help to cushion its effects. He notes
however, that the principal effect was to deprive the
inhabitants of the British colonies of cheap imports such
as Japanese textiles.’® It is indeed, very true that the
great slump adversely affected colonial as well as
metropolitan trade and Davidson's assessment captures the
situation most- aptly. British West African trade for
instance, declined from a total figure of £56 million in
1929 to £29 million in 1931. J. Munro Forbes*’ and Coquery
Vidrovitch also affirm that the great slump "upset economic
and social conditions throughout the (African)

continent",5°

To the extent that the slump necessitated some form of
colonial control on British West African trade, these
observations cannot be faulted. However, mention must be
made of the fact that this policy pursued in Nigeria was
only one example of British trade policy. It closely
followed the deliberate anti-Japanese trade policies
pursued during this time by Britain in its domestic trade
and elsewhere in the colonies and the dominions. From the
studies of K.K. Kawakami, it is clear for instance, that a
similar anti-Japanese policy was followed in 1India
essentially to thwart Japanese cotton-textile supply
efforts.! It was also a fall-out from the conference
between the representatives of the British cotton and rayon
industries, (the Manchester interest) and Japanese

representatives in London between February and March
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1934.5%2 No agreements were reached because, whereas the
British interests wanted to extend to cover the rest of the
world any agreement allocating market share made with the
Japanese, the Japanese interests insisted that such
agreements be limited to the United Kingdom and the crown
colonies. It is therefore possible that Britain saw no
other way of preserviné the trade of her own interests than
to severely limit Japanese imports in the colonies where it

had the power to impose such sanctions.

This practice continued through the war and after, was
complemented by even sharper regqulations which further
jeopardised the Japan's position in Nigeria. It is also
pertinent to point out that for most of this period,
Nigeria's purchases from Japan remained restricted in total
value to limits set within the various bi-lateral trade
agreements entered into between the United Kingdom colony's
group and Japan. These agreements provided for any serious
imbalance of trade to be settled in dollars and the
quantity of goods which Japan could export to the colonies
to be dependant on the quantity of goods they are able to
import from the sterling area.’® This proved to be a
serious handicap for the Japanese trade efforts since they
were sometimes forced to take in goods they did not need in

order to meet their obligations.

In 1952, further restrictions were clamped on Japan's

trading efforts in Nigeria, as in most other parts of the
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Sterling Area following an earlier sterling deficit.® Two
years later, Japan successfully negotiated an agreement.
with the United Kingdom which substantially increased the
volume of Japanese imports. (By this time Japan had been
successfﬁlly integrated into the Western alliance). The
new agreements did not only relax to a considerable extent
the trade restrictions imposed against the Japanese goods
but increased Nigeria's allocation of import licences for
Japanese goods. From this date until February lst; 1960
when the colonial government passed legislation permitting
the importation of all goods except coal, second-hand
clothing and articles of gold under the Open General
Licence system, Japanese-Nigerian trade could be said to
have abandoned the vestiges of colonial control becoming
increasingly adaptable to the modern era of relations which

started with Nigeria's independence in October 1960.

An account of the conditions preceding and ultimately
affecting the post-independence period of Nigeria-Japanese
relations would be incomplete without reference to the most
important phenomenon which affected the development of
relations. Of primary importance to Japan-Nigeria trade in
the pre-independence period was the remarkable opening and
subsequent increase in Japanese shipping services to
Nigeria. Before this period, Japanese ships iike those
which carried out fishing acti?ities off the Nigerian
coastal waters would occasionally be reported but none of

these were concerned to deal with trade and no direct
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shipping services were developed. The development of
direct shipping services was indeed, as Katsuhiko Kitagawa
has pointed out, very significant but not only in the
development of Nigeria-Japanese trade; it played a massive
role in advancing Japan's trade with the rest of Africa

also.”

From the trade reports of the colony and protectorate of
Nigeria and from Charlotte Leubuscher's study of the West
African shipping trade and other sources, it is quite clear
that regular shipping-services operated between the two
countries from 1934.% This remarkable development
apparently results from Japan's policy of operating
shipping services directly to the primary producing
countries which had been vigorously pursued from 1914.°7
Hindmarsh agrees with this assessment and points to the
effect of the heavy subsidies given to the shipping
industry by the government.’® It should be noted however,
that prior to the commencement of the direct shipping
services to Nigeria, Japanese lines were already active in
Africa. The Osaka Chosen Kaisha operated a regular
shipping service with both East and South Africa since
1926. During this time, most of the Japanese goods
destined for Nigeria were trans-shipped in Western Europe
and American ports, mainly, London and New York. During
this period also, shipping services in Nigeria and indeed
West Africa as a whole were dominated by European and

American concerns namely, Elder Dempster Lines, Woermann,
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Deutsch Ost-Afrika, Hamburg-Bremen-Afrika and the American
East-Africa line from New York.”® In addition, the United
Africa Company (UAC) and John Holt also maintained small
shipping services. It was however, Elder Dempster Lines
that took effective control of shipping services as the
colonial records show. In the Trade Reports for 1933, it
was reported that reqular mail passenger and cargo services
were maintained between Nigeria and the rest of the world
and that Messrs Elder Dempster Lines Ltd., had the large
majority of ships in all category. The report also
referred to other shipping services of Italian, Belgian,
French, Dutch and other nationalities which also made

regular stops to Nigeria.®

After investigating the state of affairs in Nigeria and
West Africa, the Osaka Shosen Kaisha (Osk Lines) opened a
new line to Lagos, Accra and Dakar via South Africa and the
"Alaska Maru" was sent on an initial trial run in November
1933.%' The table below gives a rough idea of the state of
the Japanese shipping services and the increase in shipping

tonnage to Nigeria.

Table 1 (iii) JAPANESE SHIPPING SERVICES TO NIGERIA 1934-1939°2

YEAR NUMBER OF  NET REGISTERED TOTAL NUMBER OF TOTAL NET REGISTERED

SHIPS TONNAGE SHIPS OF OTHER TONNAGE OF SHIPS FROM
NATIONS OTHER NATIONS

Tess 2 o006 ws T nRne

1935 .- .- _

1936 5 22,189 1,049 2,044,596

1937 5 22,826 1,084 2,265,502

1938 5 23,605 945 2,012,498

1939 6 26,294 876 1,790,190
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What immediately emerges from the picture above is that
even though the Japanese had increased their tonnage, their
share of the shipping services remained minimal. As the
table shows, no services were recorded in 1935 and the
Japanese percentage share of the whdle country's shipping
service was less than 5 per cent. It was a strong presence
but which in comparison with the shipping activities of the
other European and American interest, pales into
insignificance. As Leubuscher has correctly pointed out,
the Japanese shipping services heavily subsidized by
government might have threatened the position of the
British elsewhere in India, Australia and the United States
of America but hardly so on the West Africa 1line.®
Indeed, they did not threaten the interests of the smallest

European state participant in the shipping services.

Japan's shipping services direct to Nigeria were disrupted
during the period of the second World War but resumed as
soon as the post war conditions in Japan allowed renewed
overseas interests. The Nigerian line was resumed in 1954
but from that date onwards the one-line monopoly enjoyed by
the Osaka Shosen Kaisha (0Osk 1line) was broken by the
arrival of other major lines as the Japanese shipping
services to Nigeria expanded with increased trading. The
Kawasaki Kisen Kaisha Ltd. (the K line) and the Mitsui
line, both of whom were activeiy supported by Japanese
businessmen who complained of the costs and long delays in
trans-shipment from European ports, joined the Osaka Shosen
Kaisha 1line.% Between them, these lines brought 7,996

tons of Japanese goods to Nigeria in 1954, 104,324 tons in
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1955% and 99,196 tons in 1956.% The Japanese presence
was still by no means a massive increment nor did it
account for any significant proportion of the total tonnage
entering Nigerian parts. 1In 1958, for instance, Japanese
shipping was only responsible for 3.6 per cent of total

recorded tonnage.®

The Japanese shipping figures taken by themselves would
represent a minimal percentage of total shipping tonnage
entering Nigeria's ports, as we have already mentioned (the
1939 figure for instance, represent only 1 per cent of the
total tonnage entering Nigerian ports). The importance of
the development of this shipping service, however, lay in
its implications for Nigerian-Japanese trade. The period
under consideration was one when Japanese maritime trading
had yet to spread to the far corners of the globe. The
concentration of trading activities was still with
European, American and Far-East markets and Africa was by
no means, well-known or a priority consideration among the
business circle in Japan. Yet as the figures show, both
before the war period and after, there was an undoubtably
increasing willingness among the business interest in Japan
to trade with Nigeria. The above point assumes even more
sharper perspective if it is considered that the West Coast
of Africa where Nigeria is located is about 12,000 miles
away from Japan and that the ships that
called at Nigerian ports were plying a direct route, using

the Cape not as a stop point but as a victualling station,
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a convenient half way house before the final destination,
Lagos, Nigeria. Figures showing the Japanese shipping
services to Nigeria during this time, should not therefore
be taken or be seen in direct comparison with the tonnage
of other Western European and American 1lines, the
traditional customers of the West Coast of Africa whose
contacts dates back to the Atlantic slave trade days and

even beyond, but for their underlying importance.

A noticeable phenomenon in the trade of this yeérs was the
léck of feciprocity. As readily seen in Table 1 (iv),
Nigeria suffered a large deficit in her overall trade with
Japan for most of the period under consideration. It would
then appear that Japan supplied goods to Nigeria while
demanding few of her products.®® This would however convey
an erroneous impression for as the colonial government's
records shows, it was much more profitable for Nigeria to
sell those products which the Japanese needed to markets
other than Japan. Indeed, while it was desirablé to buy
from Japan because of the relatively inexpensive nature of
their goods, it was better to sell to the United States
where the same products that Japan needed were much in high
demand and fetched higher prices. Certainly, the question
of reciprocity and achieving a balance of trade did not
bother the colonial administration. Accordihg to the
Federal Minister of Trade and- Industry in a speech

delivered to the colony's legislative Assembly;
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"Importation from Japan was not solely because Nigeria
needed to persuade Japan to buy her own goods but
because apart from the fact that Japan offers a
variety of goods easily affordable to the vast
majority. The two major commodities of conceivable
interest to the Japanese are cocoa and colombite which
are presently very much in demand in the U.S. The
question of one way traffic of trade between Japan and
Nigeria should not give us any trouble whatever"®
As to those who would argue that such statements above show
a characteristic devil-may-care nature of colonial
officials who are satisfied so long as the interests of the
metropolitan are served, the minister who was making the

speech during the 1955-56 budget session was Mr R.A. Njoku,

a Nigerian in the colonial executive.

The main reason, undoubtedly was the above but it did not
exclude the fact that as a colony of Britain, Nigeria was
hardly permitted to export agricultural products to other
countries than to the metropolis™, and agricultural

products were its main export commodity.

Other areas of cooperation apart from tradiﬁg relations
were also developed during this period. Visits were made
to Japan by both the Eastern region Minister for Industry
and the Western region's Minister for Development.”
However, it was the Japanese, attesting to the increased
economic importance of Nigeria in their calculations, who
made the greatest attempts and were more consistent in
efforts to improve relations between the two countries. 1In
1956, they established consular representation with the
colonial government following this up with expressions of

concrete economic interest. In April of that year, six
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members of a Japanese trade mission sponsored by the Japan
External Trade Organization, JETRO, visited Nigeria where
they held detailed economic gooperation discussion with the
colony's Minister of Trade and Industry. In March 1960,
another government sponsored mission visited the country
ostensibly to examine ways in which Japanese entrepreneurs
could cooperate and assist in developing the business and
industry of Nigeria.”? Expressed not in Japanese terms,
the real purpose of the last visit was not only to lay a
solid foundation for their interests but to further explore
ways of turning the post-colonial economy to their
advantage since at the time of the visit, it had become
quite clear that Nigeria would become independent in a few
months. Encouraged by the relaxation of the various
restrictive measure imposed by the colonial government,
emboldened by the Open General Licence system introduced by
February 1, 1960 and made more competitive by the Open Door
policy of trade and investments adopted by Nigeria at
independence, the Japanese had come to assume a position by
1960, where they would increasihgly challenge the dominant

position of European and American interests in the Nigerian

economy.

A number of allegations have been made concerning the real
nature of the Japanese presence in Nigeria and elsewhere in
Africa during the colonial period. According to one school
of thought, the Japanese were beneficiaries of Européan

colonialism and therefore were by extension, imperialists
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themselves.” To the extent that the Japanese participated
within the structures of colonialism in place in Africa
during this time, the Japanese connection with European
imperialism is not in the slightest doubt. However, it is
not true to insist that the Japanese were involved in any.
kind of imperialism in Nigeria or indeed Africa merely
because they maintained relations with the European
colonies and benefitted from such intercourse. Japan had
full diplomatic relations with Britain and Nigeria was part
of the British empire. There was therefore nothing unusual
in the relationship with the colonies since it resulted
from a wider association. At any rate, it is important to
note that the Japanese supplied the colonial peoples with
goods they needed, sometimes af even better prices than
they could get from the colonizing powers. On the other
hand, they also took goods from themn. It is therefore
difficult to see how this kind of relationship could be
construed as having imperialistic implications. What is
beyond any reasonable doubt is that since most of the
information the Japanese had on dealing with Nigeria were
received second-hand from sources within the colonial
administration, this undoubtedly affected their responses
to Nigerian affairs. Most of this information was
jaundiced racial vilification and missionary propaganda
which cast a.moral slur on the peoples of the former
colony. It is plausible that it may have affected the way
Japan perceives the peoples of the former colony. The

implications of this effect of colonialism must therefore
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be borne in mind when evaluating the whole post-
independence relations. As Jun Morikawa insists, Japanese
colonial policy towards Africa has a definite relationship

with Japanese-Africa relations in the modern period.”

It has been necessary to begin this thesis by detailing the
developments in Nigeria-Japanese relations in the colonial
period not only because of the above reasons but also
because it helps our understanding of the remarkable
progress made by Japanese trade and investments in the
post-independence Nigerian economy. We would seek to
justify such an historical excursion on the grounds, as
Shaw and Aluko have correctly pointed out, that "a
political economy perspective on African Foreign Policy
involves an historical as well as critical and structural
component" for "such an approach enables contemporary
relationships and responses to be put into an appropriate
and extended time-frame."” This work is undeniably an
assessment of policy and the measure of progress in the
modern day relationship between a developing and an

industrial economy.
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CHAPTER TWO

NIGERIA-JAPANESE TRADE, 1960-1985

As pointed out in the introduction, the dominant
perspective on the nature of North-South trading relations
is one which emphasise inherent disadvantages for the
Southern states. The literature has focused mainly on the
disabilities facing the Southern states on entry and
participation in the international market economy. The
pattern of trade which is based on a vertical structure is
a central issue in this analysis. As the argument goes,
the Southern states face the prospect of ever deteriorating
terms of trade for their primary products since the
developed Northern states control the international market
systen. Any trading relationship between the two will
favour the developed states resulting in trade deficits and
the drain of resources to the latter. The argument above
seems even more relevant to Japan-Nigeria trade relations

since an enormous deficit obtains in favour of Japan.

What we have set out to do in this chapter is to closely
examine the dynamics of this relationship to see whether
the above model applies. To be able to do this most
effectively, we have to set for ourselves the task of
considering the role of trade policies in deterﬁining what
was traded and in what proportidns. Since there was an
effective reciprocal demand (as will be shown in Chapter

Four), by considering trade side-by-side with policy the
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attempt is to show the reality of trading relations and the
interplay of several factors affecting the commercial

relationship between the North and the South.

This approach (considering trade side-by-side with policies
addressed to the problem of tfade) involves a departure
from the. more traditional analysis'of.trade relations in
terms of import and export volume, overall increments and
shifts by ratio and percentages. (This conventional method
is merely part of our procedure). The nature of our

argument precludes such an emphasis on mere statistics.

The attempt here is a first step in the statement of our
position, which is that obstacles to development lie deeply
within the structural distortions in the domestic economy
and is not necessarily the result of exposure to the
international market. This argument is continued in

Chapter Four, which is a full examination of economic

policy.

Briefly, the tasks attempted in this chapter include the

following:

(a) An examination of the features, trends and noticeable

patterns of Japan's trade with Nigeria, and

(b) An analysis of the actual commodity trade. This
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includes trade policies as well as charting percentage

increments and underlying movements in index numbers.

Japan-Nigeria trade falls into six clearly distinguishable
patterns identifiable by periodic shifts in index numbers.
Accordingly, they have been broken up into six parts. 1In
each of these divisions, the actual pattern of trade is
considered side-by-side with underlying and consequently,
responsible factors for each pattern. Attempts made
through changes in existing policy or introduction of new
policies are highlighted as they affect these underlying
movements. Despite these sub-divisions, the pattern at the
end of every decade is very carefully analysed and the
market conditions inherited in the following decade clearly
stated. We have also incorporated an assessment of a major
policy change, that is, the quantitative trade ban of 1965
as it affected the GATT regime. This helps us to place the

pattern of trade within the context of the integrated world

trade system.

Our attempt to examine policies addressed to the solution
of particular problems will vary in application. On the
Japanese side, the emphasis is on attempts made to capture
markets by a combined strategy of exports and investments
and the reactions to changing conditions in tﬁe Nigerian
economy (continued in Chapter Three). Oon the Nigerian
side, the emphasis is on attempts made to increase or

expand exports in volume and the response to increased
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demand by Japan.

The figures used for this analysis (see Appendix, Fig. 2(i)
and also Fig. 4) are derived from JETRO's accounts in the
~ White Paper on International Trade. IMF figures, as well
as statistical derivations from Nigerian foreign trade
sources are also reproduced side by side with JETRO's for

clarity. Investment accounts can be supplemented by

reference to Fig.3(i).

I

JAPANESE TRADE AND TNVESTMENTS TN NTGERIA, 1960-1985: THE
TRENDS, FEATURES AND THE NOTICEABLE PATTERNS

As an aspect of the relationship between a developed and
highly industrialized economy and developing economy,
Nigeria's trade with Japan, in the whole of the period,
1960-1985, could be said to fit most perfectly into a
vertical structure. This is indicated by the exports of
products of industrial manufacture by the developed economy
and the export of products of non-industrial manufacture,
particularly, agriculturally based products, by the
developing economy.' The pattern of this trading
relationship is sharply marked by the exchange of
machinery, equipments and other manufactured goods for
agricultural products (processed and unprocessed) as well
as crude petroleum products. This satisfied the needs of
both economies, with their widely different bases, for raw
materials and technology needed for industrial development.

On both sides, the commodities traded are clearly definable
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and with very minor alterations remained fairly consistent
for most of the period under study. These commodities can
be broadly summarized under the following categories;
agricultural products, petroleum products, equipment and
machinery, as well as manufactured consumer durables. The
picture above suggests that both countries' trading was
dispersed in almost all divisions of the Standard
International Trade Classification (SITC). However, as the
study will reveal, these commodities traded between Nigeria
and Japan merely skirt the fringe, and not the mainwaters

of the SITC categorization.

The exchange of the above commodities are evenly
distributed between the two countries. Commodities one and
two products which remained in their natural state for most
of the periods trade, and which satisfied the needs of the
industrialized economy for sustainable raw materials supply
came from Nigeria while Commodities three and four were
generated by the Japanese economy in line with its highly

industrialized state.

Another important aspect of this trading relationship is
that even though all the commodities traded fitted into
most of the SITC category, with few exceptions, each
enjoyed different periods of predominance from the other.
As a rule, especially on the Nigerian side, one commodity
was traded to a limited extent alongside the other during

their different periods of dominance. Thus, the sale of
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crude petroleum products which came to predominate among
trading commodities on the Nigerian side for most of the
1970s and earlf 1980s, was massively disproportionate in
comparison to other commodities which were in the main,
agricultural and marine products. The exports of these
commodities was very marginal. They amounted to very
little, accounting for 1less than 6 per cent of total

exports in an average year.

Oon the Japanese side, the difference in concentration among
export, mirrored largely the concentration of foreign trade
for the different regions of the world at the time. It
also reflected their attempt, after a careful study of the
Nigerian market, to concentrate on specific sectors of the
economy at different periods. Thus, in the first decade of
the trading relationship (1960-1970), textile goods which
included cotton, rayon and silk fabrics as well as other
synthetic fibres such as nylon, were responsible for well
over one-third of the total export trade of Japan to
Nigeria. In this period, independence had recently become
a reality for Nigeria and although its government had
proclaimed its intention to industrialize rapidly (with its
first Development plan covering the period 1962-1968), both
the length of time involved, the vicissitudes of the civil
war which broke out in the early months of 1967,'as well as
other internal difficulties, meant that the old pattern of
trade, firmly established by several decades of

colonialism, continued. For the Japanese who, prior to
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Nigeria's independence in 1960, had competed over and
wrestled the _dominance of cotton-textile supplies from
Nigeria's traditional suppliers (the United Kingdom and
India), it was an opportunity.to consolidate their 1lead.
However, since political autonomy brought with it attempts
to discourage imports of traditional consumer goods, in
pursuit of a policy of import-substitution, commodities
like textile goods came heavily under pressure. The
Japanese, however, demonstrated an adaptive capability in
their investment by pioneering new industrial complexes for

textile manufacture in the country.

The supply of machinery and equipment as well as other
durable consumer goods which overtook the supply of cotton
textiles and other items such as galvanized iron-sheets,
traditionally supplied to Nigeria, was also in response to
further changes in the condition of the Nigerian economy.
Accelerated in growth by its abundant petroleum resources
and subsequently by the high demand in the world energy
market which brought in much needed foreign exchange; and
guided by ambitious National Development Plans (a total of
three between 1970 and 1985), the Nigerian economy proved
only too receptive and willing to accommodate the massive
importation of Japanese machinery and equipment, especially
electrical and electronic goods. This oil export aided
growth and vastly improved the purchasing power as well as
the standard of living of the vast majority? and brought

with it a sudden and almost insatiable demand for consumer
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goods and a period of conspicuous consumption.3 The
Japanese were very dquick to take advantage of the
opportunities offered by these developments especially
since they possessed'an economy geared to production and
export of those same commodities required by the Nigerian
economy. This ability to supply also extended, most
importantly, to heavy industrial machinery and equipment
since the Nigeria National Development Plans included an
ambitious programme for rapid industrialization. These
demands came in the form of machinery requirements for new
factories, urban electrification, port facilities,
fertilizer plants, refinery equipment and demands for other
new forms of generally complementary technology needed for
industrial take-off. Accordingly, an overwhelming

proportion of Japanese exports in the period 1970-1980,

were in these commodities.

One intriguing, albeit absurd feature of the commodities
traded by both nations, has been the trade in canned fish
products. The mass movement to urban areas when the
colonial system expanded its process of extraction, had led
in the early independence era to the burgeoning of cities.
In the post o0il boom era this aggregation exploded, and
left as an economic feature of the country a legacy of
rudimentary urbanization.* It may well be that the
Japanese exploited the failure of the Nigerian economy, in
seeking rapid industrialization, to provide a solid

agricultural base capable of feeding the "vast multitudes"
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for itself, and this theme is explored in a subsequent
chapter. What is very clear is the fact that Japanese
trade returns from Nigeria largely increased as a result of
the massive importation of canned fish. In 1978, the
Japanese records for International Trade showed van
increment of 38 per cent in exports to Africa because of

exports of canned mackerel to Nigeria.’

This product came in two types: Canned Mackerel in tomato
sauce and Canned Sardines in tomato sauce under the now
famous brand name "Geisha". It became the popular food of
the working class, the sluﬁ dwellers and the peasantry all
of whom had converged_into the urban centres, as well as
among students. (As a student in boarding school for most
of the period 1976-1982, the writer recalls that the
consumption of this very ©popular "Geisha" brand
overshadowed other brands, especially the "Queen of the
Coast", and became the vogue among students all over the
country. It was the essential item in everyone's locker
and you had not "joined" until you could come up with it
during afternoon break time). It is worth mentioning that
only in the mid-1980s did a significant development in the
local manufacture of canned food products take place and
assumed real indigenous feature with the "Eja Dadi" brand.
Until 1984, Japanese exports of this and other food
products, could still take a significant portion of their
general imports into Nigeria. It accounted for $1,134

million, out of the Japanese total figure of $445, 518
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million, for that year.6 As late as 1985, canned mackerel

and sardine were still being imported from Japan.’

The provision of services, technological and managerial,
were also an integral and very essential part of this
trading relationship. Again, the various developmental
projects outlined in the National Development plans, were
responsible in a large part for the increased cooperation
invthe service sector between Nigeria and Japan. This
cooperation took the form of contractual services
undertaken by the Japanese in Nigeria. It is worth
observing however, that these kinds of services provided by
the Japanese only came with increased trading activities
and largely followed the ebb and flow of the state of the
Nigerian economy. They were also undertaken by local
subsidiaries of Japanese companies in Nigeria, and only a
few cases involved the provision of direct services from
Tokyo. The projects involved were of the utmost national
importance. It must also be pointed out that although as
often when contract services are mentioned, what
immediately comes to mind is general construction, most
especially in Nigeria where the word in synonymous with
extravagant government largesse to fortunate and willing
customers. The services undertaken by the Japanese in
Nigeria transcend this conventional wisdom since it
includes such tasks as architectural design for a new
federal capital territory and feasibility reports for new

port complexes, among others.
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Investments for the development of new sectors and the
strengthening of existing ones have also been an integral
part of the Japanese trade ventures in Nigeria. These
investments were usually undertaken as a necessary
supplement to enable either the local manufacture of a
Japanese product which commanded and enjoyed a wide demand
and made in order fo further increase the Japanese share,
or they were made toisustain a monopoly already in place.
In very few instances, they were made in data based
companies which provided vital information for both the
parent company in Japan and its 1local subsidiary in
Nigeria, on the state of the Nigerian economy. With
respect to the above points, the Japanese investments in
cotton-textile production in the decade 1960-70, as well as
efforts made to establish 1local assembly plants for
Japanese cars and motorcycles, in the 1980s epitomize this

pattern of trade development (see Chapter Three).

The initiative of trade also stayed with the Japanese
basically because the promotion of trade with other nations
is the centre piece of Japanese foreign policy and because
Nigeria has a 1large market potential as well as an
effective purchasing power, making it very attractive as a
market with all the potential to be exploited by Japanese
foreign trade. Because of these facts, attempts to foster
the trading relationship were always made by the Japanese.
On their side, the Nigerians seem to have been satisfied to

leave the initiative in trade development to the Japanese,
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being merely content to take all they could in imports and
offer very little in exchange. This is the reason behind
the inability of the two countries, in the twenty-five
years of trading relationships, to achieve a truly
diversified spectrum of commodity exchange. New areas of
contact were not developed and no attempts were made to
diversify existing commodity supplies. Perhaps, because of
the Nigerian inability to diversify the sources of existing
commodity supplies traditional in the two countries' trade,
or develop new areas, the Japanese did not make any attempt
(or were not required), to undertake the local manufacture
of industrial parts, especially for those industries whose
raw materials were in abundance in the country, as they did
in South-East Asia and elsewhere in their global commercial

empire.

This lack of diversification of commodity exchange is the
result of Nigeria's industrial structure and low capacity
utilisation. Whereas the trading relationship between
Japan and the East Asian NICs for instance, is
characterised by a kind of mutually Dbeneficial
international division of labour in both domestic demand
and in third country markets® -- Japan exporting higher
value added products and importing 1labour intensive
manufacturers -- the pattern with Nigeria is completely
different, as we have mentioned earlier. The difference in
pattern is predicated upon the difference in industrial

policy. Whilst these NICs had pursued a very active
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export-oriented industrialisation, the help of
international capital movements had been enlisted for
domestic production in Nigeria since the emphasis here was
on Import Substitution Industrialization (ISI) policy. As
would be expected, any analysis of the Japan-NIC
relationship would invariably include changes 1in the
industrial bases of exports, adjustment mechanisms and
emphasis on domestic policy responses in both areas. The
relationship with Nigeria does not allow us this luxury.
Here, because of the differences above, our analysis has
remained most basic as there is nothing in the vertical

structure to warrant such interpenetrative analysis.

The baiance of trade has also been in Japanese favour in
all, except for two of the twenty-five years of trading
relationship between the two nations. It is true of
course, that Japan maintains a very favourable balance of
trade with almost all nations with which it has commercial
intercourse. It should therefore not come as a complete
surprise or even, be cited for serious consideration as one
of the features of the trading relationship. However, what
sets Nigeria far apart from the case of other nations
trading with the Japanese are two exceptional features.
One is the inability of the Nigerian trade to expand either
vertically or horizontally as is clearly evident from the
tables used for subsequent discussions. The consistency in
the export of unfinished raw material goods to Japan is the

result of the above but also demonstrates an unwillingness
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to salvage something meaningful from the Japanese trade.
It indicates an almost defeatist resignation and acquiesce
to fate and fact of the Japanese economic power. This may
yet turn out to be a gross understatement if the following
is taken into consideration. In 1960, cocoa beans, palm
products, cotton seed, crude rubber, raw cotton and iron
and steel scrap were its principal exports to Japan. 1In
1985, the 1last date of the period under study, raw
materials, cotton, crude and partly refined oils took four
out of theifive trading commodities recorded as exports to
Japan® (the other being marine produce). This meant that
very 1little, if anything at all, had changed in the

character of Nigeria's export trade to Japan.

The second exception to the rule followed by most other
economies trading with Japan, but which, however, was the
result of the inability to develop new exports or expand
existing ohes has been the enormity of the trade deficit.
Seen in direct comparison with the trade deficit of other
nations, especially that of the United States of America
which is expressed in billions of dollars ($42,008,140
billion Japanese exports, $29,764,554 billion US exports in
1981, $69,797,986 billion, and $30,596,388 billion
respectively in 1985) the Nigerian case would pale into
insignificance especially since the worst year of Japanese
trade in 1981 produced a deficit of just over two billion
dollars. However, any "exchange-of-apples-for-oranges"

argument such as this would only consider the enormous
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scale of US-Japan trade and the Nigeria-Japan trade to
which it would most disproportionately compare and
immediately grasp the gravity of the situation, which is
most extraordinary. The difference is very simple to
grasp, the United States' trade with Japan runs into
billions of dollars. Nigeria's trade with Japan even in
their best year, 1974, has accounted for just a few
hundreds of million dollars. Yet Nigeria maintains a
deficit in billions of dollars with Japan. The effect of
this imbalance has been Qery central to the development of
relations and attempts were made to redress it through the
imposition of selective quotas and trade bans from 1963-67
and later in the early 1980s. Since these restrictive
measures were not followed up with appropriate balance of
trade measures or as the later ones, generally unenforced
and disregarded, they did not in any way radically alter
the trade arrangements leaving trade generally unaffected,

and the imbalance larger than ever.

Apart from the consistent trade imbalance, another
remarkable feature in the trend of Nigeria-Japanese trade
is that it has followed closely, the general trend of world
trade. Thus, the years 1974 and 1976 when world trade
recorded increments of 3.5 and 11 per cent respectively and
the period between 1977-79 when its annual average growth
rate was in excess of 5 per cent, were accordingly the high
points of the Nigeria-Japanese trade. Also trade was very

good in 1980 when growth in world trade was at 1.5 per cent
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and even in 1981 when it began to show visible signs of
decline but nevertheless remained constant at 0 per cent.'
The years in which trade declined as in 1975 when world
trade fell 3 per cent following the first oil shock, and in
1982 when it stayed down 2 per cent, again owing to the
second energy crisis, were the years in which trade
declined for both sides. They were alsq the period when
Nigeria's éxport figures increased dramatically. As for
the years 1982-85 when the trade of both nations declined,
these were also the years, according to one analysis, when
world trade registered its poorest performance sinc; the
end of the second world war in 1945." Generally, apart
from 1974 when trade was reversed to Nigeria's favour
following the fluke of sudden increments in world petroleum
prices, Nigeria-Japanese trade has followed the ebb and

flow of the international market economy.

Having made the above general observations, let us proceed
to isolate the actual patterns of trade. For simplicity,

they have been divided into different years as their

characteristics converge.

II

AN ANAT.YSTS OF THE EARLY ANNUAL TRADE BETWEEN NIGERTA AND
JAPAN, 1960-1962

The concentration of the commodities traded in the year
1960 was a reflection of the old pattern of colonial trade.
This is especially as regards the political control of the

economy since Nigeria only became independent in the last
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quarter of the trading year, on October 1, 1960.

Oon the Japanese side, the total export figure of $75.214
million represented an increment of 58 per cent over the
previous year, 1959.'7 The exports of textile products,
"mainly cotton fabrics, spun rayon fabrics and clothing"
rose by 58 per cent because of the remarkable advance made
by the Japanese in the exports of cotton-textile products
(see Chapter One) which accounted in a large measure
towards the overall increment. Nigeria for its part
recorded a trade figure of $8.2 million. This represent a
huge deficit of over $67 million but was still an increment
of 18 per cent over the previous year's trading figure.13
At the end of this trading year, (which is the beginning of
our period of study), both nation's showed an overall
percentage of trade increment, even though it was very
modest on one side. However, unlike the Japanese figures,
in which increments were due to efficiency of the
production machinery, the rise in Nigeria's exports was a
result of quantitative increases and was "attributable to
the enlarged shipments of cotton-seeds, ginned cotton, oil
seeds and cocoa beans".' This point is very important for
it would become the general feature in both countries'

trade for the rest of the period.

The percentage of 58 which was achieved by the Japanese was
due in large part to their ability to take advantage of the

opportunities for massive importation provided by the last
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act of British imperialism in Nigeria. On February 1,
1960, the British government passed a measure that
permifted the importation of all goods except coal, second-
hand clothing, gold or articles manufactured wholly or
mainly of gold. As Olufemi Ekundare' has correctly
observed, by the end of 1960, a position of almost complete
liberalization of imports into the Nigerian'nmrket was
reached and only goods from Eastern Europe remained under
quantitative restrictions. Goods from Japan therefore
enjoyed virtually unrestricted entry under this Act, which
was known as the "Open General Licence" with the exception
of singlets ostensibly, as Ekundare points out, because the
colonial government wanted to protect a 1local singlet
manufacturer, which was a British enterprise. It was not
therefore surprising that Japan's share of Nigeria's
imports accounted for 25.7 per cent (United Kingdom 43.6
per cent, Netherlands/USA 10 per cent). Traditional
Japanese supplies such as galvanised iron sheets which
accounted for 58 per cent of total galvanised iron imports
by Nigeria'®, took a significant portion of the Japanese
trade figures. It was however, Japanese rayon piece goods
which took up 95.4 million square yards out of the total
Nigerian imports of 100.5 million square vyards'’ that
benefitted the most from this liberalization. The Japanese
also took further advantage of the Open General Licence
Scheme to horizontally expand their commodity trade. 1In
that year, the Nigerian Trade Journal, the official

magazine of the country's Ministry of Information, recorded
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- the introduction of several new models of automobiles
including compact cars but made specific reference to
"sleek Japanese designs (which) made their debut".'® The
Japanése Miniétry of International Trade and Industry,
(MITI), in 1line with the meticulous calculations and
planning that characterizes its control of Japanese export
trade} signalled the direction to be followed by the
Japanese in their post-independence commercial interactions
with Nigeria. In its predictions for the Nigerian market
for that and subsequent years, it observed that "Nigeria
which became an independent nation in October 1960, is the
largest country in Africa, both in population and area, and
is a large market for Japanese goods".' This prediction
would form the attitude and determine the aggressiveness
with which the Japanese approached competition for the
Nigerian market. It would further determine the
concentration of investments in particular sectors of the
economy. It was however a policy which the Japanese did
not abandon until a later period for immediately before
independence, MITI sent out a mission on economic and
technical cooperation in March 1960 principally to examine
ways in which Japanese entrepreneurs could cooperate and
assist in developing the business and industry of Nigeria.
This was supplementary to the visit four years earlier (see
Chapter One) of six members of a Japanese missioh sponsored
by another government organization, the Japan External
Trade Organization, JETRO, which held detailed discussions

with the officials of the Nigerian Ministry of Trade and
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Industry. It was the first time concern for the issue of

trade imbalance was raised by Nigerian officials.?®

The various efforts made by the Japanese government were
also to a less significant degree reqiprocated on the
Nigerian side. Here efforts were made to safeguard
external trade, and especially the Japanese trade where
deficits existed on a scale that were not reproduced by any
other nation. 1In December 1960, barely three months after
independence, some stringent import policies were
introduced to safeguard international trade. These efforts
came in the form of raising duties to restrict imports in
order to ensure that valuable funds needed for new
developmental projects were retained. The measures also
provided further incentives for export products while
enhancing existing ones. It is not difficult to see that
the new rules were designed to achieve two primary
objectives. First, it was to circumvent the Open Géneral
Licensing Systen inherited from the colonial
administration. This could not be abrogated outright since
there was an understanding with Britain on the issue of
such drastic changes. Most importantly, as a new nation,
Nigeria could not make drastic changes in economic policy
because of the need to maintain the confidence of its old
investors and to séek favour with prospective ones. Again,
the new regulations were directed specifically at the
Japanese since it was clear that even at this early date,

the government was only too aware of the need to redress
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the trade imbalance, an anxiety that had came to the fore
four years earlier. The intended impact on the imports of
Japanese goods emerges when one considers that it eroded a
concession previously granted Japanese imports by the

colonial adminstration.?!

Japan's export to Nigeria in 1961 amounted to a total of
$72.8 million, which despite the new import duty
restrictions represented a 3 per cent increase. On the
’ bther hand, Nigeria's export figures in the trade with
Japan showed a significant improvement. At $9.5 million,
it was a figure which was still nowhere near that of the
Japanese, but was nevertheless a 16 per cent improvement

over the previous year.

The highlights of the trading year were the noticeabie
decline in the value of Japanese cotton exports. This was
attributed to the decline in the purchasing power of the
Nigerian consumers occasioned by the fall in the world
price of cocoa, the decreased production of palm kernels
and most especially the fact that too many contracts had
been concluded with Nigerian traders by Japanese
businessmen, in the preceding year 1960, in disregard of
actual consumption.? It must however be emphasised that
this decline was not an absolute one. It was only relative
to the high trade figures hitherto recorded by the export
of Japanese ‘cotton goods to Nigeria. The point cannot be
over-emphasised for Nigeria still ranked third accounting
for 7.3 per cent out of all shipments of cotton goods from

Japan to all parts of the world.®
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The imports of machinery and equipment also began to make
an appreciable headway as the nation began to increase its
demands. At the end of this year, Japanese supply had
increased by 3 per cent over the previous year and this was
the result of anticipated technological and infrastructural
requirements needed by the nation for economic growth and
development. This was soon to be-articulated into definite
policies and incorporated in the First National Development
Plan which took off the following year. The Japanese share
of Nigeria's total import trade despite the modest
percentage increase (3 per cent) was still very high at 27
per cent.?* (United Kingdom 38.8 per cent, USA 10 per cent
and West Germany 14 per cent). This figure made up a
paltry 0.2 per cent of total Japanese export trade?®®, a
percentage figure (for imports) it would maintain in
varying degrees below and slightly above in subsequent
years. In this same year (1961), the first Japanese local
investment in Nigeria was made by Nishizawa, "a medium
sized trading company from Osaka". It was in textile
production and it was significantly Nigeria's first modern
and fully mechanized textile factory. The company, Afprint

Ltd, was solely concerned with textile manufacturing.

The 1962 trading year was remarkable only because of the
decrease in trade for both countries. For the Japanese,
(the total of $64 million represehts a fall of 12 per cent)
the fall was still marginal and very relative. On the

Nigerian side, the decrease from the comparatively marginal
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figure of $9.5 million to $5.2 million was very serious.
In percentage figures, it was a 45 per cent fall below
1961.%%  This overall decrease in total trade on the
Japanese side, was the result of the sweeping changes in
tariff structure which came into effect in March. This
measure, like an earlier attempt in 1960 was not
specifically aimed at Japanese products but since a large
percentage of Nigeria's supplies of consumer goods came
from Japan, it ultimately affected its imports. The new
tariff measures not only reduced demand in commodities such
as rayon and cotton piece goods but also affected
automobile trade, the supply of which had continued to
accelerate from modest beginnings. Also, some of the
consumer goods hitherto imported from Japan were now
increasingly, manufactured locally (by the Japanese) and
this further affected the 1level of imports. on the
Nigerian side, the decrease in export earnings was due to
factors that were extraneous to those directly affecting
its trade with Japan. It was attributed to the adverse
situation in the world commodity market resulting in low
prices for its products. 1Its principal export commodities
such as cocoa, palm kernels and vegetable o0ils, continued
to suffer from price fluctuations in the world market.?
Overall, the Nigerian import trade accounted for 1.3 per
cent of Japan's total export trade, down from 1.7 per cent
in the previous year. The decrease in Nigeria's exports
also meant a reduction from 0.2 per cent to 0.1 per cent in

28

the total import trade of Japan. It must be emphasised
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however, that the overall decline which characterized the
two nation's trade in this year was not peculiar to their
trade. From the Nigerian standpoint, the year 1962 was one
in which overall its international trade fell. Japan
continued to maintain its second position after the United
Kingdom, in Nigeria's import trade. Again, the decline in
Japanese exports was only relative to consumer goods.
Nigeria's importation of machinery and equipment as well as
metal and metal products of Japanese origin continued to

rise. (See Appendix, Fig.2; relevant years).

Once again, Japanese investments were recorded in textile
manufacturing in Nigeria. Nishizawa, made further
investment when it set wup the Northern Textile

Manufacturers, the largest integrated blanket manufacturing

plant in the world.

What could be said at the end of the early post-
independence trade in the three year period between 1960
and the end of the trading year 1962, was that it was a
pefiod when both nations were still taking tentative steps
in building up a meaningful commercial partnership. For
Nigeria, there was a need to balance its demand for both
Japanese consumer goods and heavy industrial manufactures.
The first National Development plan had just been launched
and there was a desire to ensure that excessive demand,
especially for Japanese consumer goods did not seriously

interfere with attempts at local production. In other
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words, it was faced with the dilemma of balancing imports
against the protection of infant industries. At the same
time, it had to seek new ways to increase production and
encourage Japan to take in more of its export materials in
order to achieve an even balanced trade. It was a problem
which would continue to bedevil Nigerian-Japanese trade
relations from independence until the end of the period
under study. Broadly, between 1960 and 1962, was a period
of exploration to the solutions to this enigma, while the
period 1963-65 was one of discovery -- of decisions
stringent and discriminatory as they might be -- in order
to address and possibly redress the problem arising from
the Japanese trade. Together the six years from 1960 to
the end of 1965 were years of seeking a viable synthesis
between exports and imports in general, of finding an

acceptable "modus operandi" in the continuing trade between

both nations.

The following analysis addresses another sub-division in
the pattern of trade. Broadly, these were the years of
decisive action in tackling the problems posed by the
Japanese trade, (1963-65). They are taken up together for
the purposes of analysis since they possessed common
characteristics. Where necessary, dissimilarities in
various years are pointed out since the various years
cannot be absolutely identical in their relationship to
each other and in their importance to the development of

Nigeria-Japanese trade relations. New investments will
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also be highlighted as they reflect the attempts made by

the Japanese to overcome the measures taken by Nigeria.

IIT

NIGERTA-JAPANESE TRADE 1963-1965: THE YEARS OF CONFLICT
AND CONFRONTATION

Trade flows Dbetween Nigeria and Japan continued
uninterrupted and until 1965, they witnessed a steady
increase. 1In both 1963 and 1964, the trade of both nations
increased and it was not until 1965 when the stringent
anti-Japan trade ban was imposed that trade declined and

even then, did so only relatively on the Japanese side.

In 1963, the total trade figure of $74 million, very nearly
the amount recorded in 1960 when imports were liberalized
but still an all time high for the years preceding it, was
an increment over the 1962 trade figure by 16 per cent.
The steady progression in the value of trade which jumped
to $80 million in 1964 was also a remarkable 7.3 per cent
increment over 1963. In both years, Japan continued to
hold on to its large share of Nigeria's import market,
second only to the United Kingdom.?® Even though trade
with Nigeria witnessed an increment in both years over the
figures in preceding years, in comparison to their effect
on Japanese total trade figures, they remained not only at
an absolute minimum but were static in relation to their
impact in the previous years (the 1963 figure, for
instance, amounted to no more than 1.4 per cent and 0.1 per

cent respectively of total export and import trade of
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Japan“). In tpe ‘later year, 1964, two more local
investments were added by Japanese companies to double the
number of Japanese companies already in operation in
Nigeria by this date, to four. The new additions were
significant because they were made for the local production
of the other commodity in the two major commodities
traditionally predominant in Japanese trade with Nigeria;
galvanized iron sheets. Interestingly, two of the five
Japanese companies involved in these two ventures; the
Yodogawa Steel works and the Nippon Kokan, were specialist
steel firms. The companies, Galvanizing Industries (Nig.)
Ltd, and Pioneer Metal Production Company Ltd, both based
in Lagos and exclusively concerned with the production of
galvanized iron sheets, were no doubt, a careful attempt to
mitigate the effects of the trade restrictions, especially
those specificaily directed against Japanese products

already in place by this date.

On the Nigerian side, the three years between 1963 and 1965
were ones which seemed to proclaim a new willingness to
tackle the issue of the ever increasing disparity in the
trade accounts of both countries. 1In each of these years,
its Japanese trade witnessed a modest growth. Modest is the
right word, however: in none of the years did trade reach
$10 million. In fact, the accumulated total for the three
years barely exceeded $20 million; a figure less than one-
third of the Japanese 1962 figure (when trade was said to

have declined 12 per cent).
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The total Nigeriaﬁ-trade figure in 1963 was $6.8 million,
an increase of 30 per cent over 19623!, and $7.4 million in
1964, an increment of 8.7 per cent over 1963.3 In 1965,
this trade further climbed to $9.3 million, an all-time
high for the three yvears and an increment of 26 per cent
over the previous year but which was still not very
significant in comparison with the corresponding figure of
$59 million recorded by the Japanese for that year. Even
then, the Japanese figure is a decrease of 26 per cent due

to the restrictive measures.3

As clearly evident in the foregoing account, especially in
considering the fact that when added up together, Nigeria's
account from Japanese trade in the three years, 1963-65,
was still less than one-third of the Japanese figure in a
single year 1962 (when its trade declined 12 per cent over
the previous vyear's figﬁres) Nigeria was running an
enormous deficit in the Japanese account. In fact, even in
1963, the Japanese deficit had already become a serious
cause for concern in Nigeria.3* At this date for instance,
its total trade deficit stood at $37 million and the
deficit with Japan at $49 million®. This figure
outstripped Nigeria's deficit with other nations with which
it had trading relations put together by about one-quarter.
Although attempts were made to shore up the export of its
primary commodities, resulting in the rise of exports of
vegetable oils and raw cotton, to Japan, the overall export

picture hereto remained largely unchanged. This was even
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in the face of treﬁéndous efforts made by the country to
increase both its eﬁport productivity and capacity. (This
resulted in 1964, to over 60 per cent pf the total world
output of pglm-kernels produced for export coming from
Nigeria.3) The country had therefore no option it would

seem, but to impose restrictive measures, both qualitative

and quantitative, on Japanese imports.

As a prelude to more severe limitations on Japanese
imports, Nigeria revised its imports system in relation to
Japan, introducing an individual 1licencing system from
September 1963, in place of the General Licensing System.
Special import licences were now required to import cotton
fabrics, textile fabrics, cordage, cable rope and twine,
fishing nets, cargo nets, blankets, travelling rugs,
coverlets and c¢lothing from Japan.¥ However, these
measures were not sufficient to drastically improve the
trade conditions existing between Nigeria and Japan for
neither at the end of the 1963 trading year nor the first
quarter of the 1964 trading year indicated any significant
changes in the trade account. The restrictive measures
which were already in place were therefore tightened and
widened to embrace other more stringent measures.
Accordingly, from May to December 1964, import licences for
Japanese textiles were issued only to applicants who had
exported Nigerian produce to Japén during the year.3® 1In
July, specific import 1licensing was introduced as a

requirement for the importation of Japanese goods listed in
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the Open General Import Licence (Japan) No. 3 of 1959.%
These controls were further tightened in September when
further specific import licence became a requirement for

the importation of Japanese blankets and citrus fruits.°

Although the Toyobo cdmpény and eight other spinning firms
from Japan joined in a large capital ratio investment (44.9
per cent) to establish a local textile industry in April
ostensibly to overcome the effects of the restrictive ban
on cotton textile trading, (bringing to three the number of
Japanese cotton-textile industries in Nigeria), it failed
to pacify the hosfile mood already in place in Nigeria
against Japanese cotton-textile and other imports. The
creation of this company, Arewa Textiles in which UK and US
firms also participated was an initiative that was too
little, too late. Following the various attempts at
limiting Japanese imports, a selective import ban was
clamped on the Japanese. The various import restrictions

in place and the dates of their imposition are as

follows:4

a) Overall suspension of establishment of 1letters of
credit -~ August 13.

b) Raised tariff on printed cotton and the like -- August
19.

c) Import ban on all Japanese merchandises excluding
textile products for which specific licence (SL) had
already been issued -- August 25.

d) Switch to an import quota system for all Japanese
merchandise =-- October 25.

There is little indication to suggest that there were any
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immediate effects of these restrictive measures. The
comprehensive import restrictions merely reduced the volume
of Japanese imports. It did not radically alter the trade
accounts to the point of adjusting the deficit to any
significant degree. Indeed, at the end of this year (1965)
the trade deficit with Japan was "still highest for any
country with which Nigeria is a trading partner".*? It
also did not alter the percentage share of Nigeria's
exports to the total trade of Japan which remained at its
previous insignificant level of 0.1 per cent.® The
noticeable decrease in the volume of Japanese imports of
galvanized iron sheets, one of Japan's principal and
indeed, traditional imports was due in part, to the
completion of the two Japanese joint ventures. These were
the Galvanized Industries Ltd; and the Pioneer Metal
Company Ltd both of which had gone into operation in May
and September 1964.4 Since the Japanese had resumed local
production, the need to bring in this commodity as further
exports did not arise and this would indeed explain the
drop in the volume of galvanized iron products. The same
explanation would also account for the drop in cotton
textile imports. Before 1965, the Japanese had already two
textile manufacturing plants with tremendous capacities
already engaged in 1local production of textiles (see
Fig.3(i)). It may be argued that the reduction Qas due to
this fact but in large part to increaséd local production
from indigenous sources. It is true that there were many

cottage industries engaged in textile production and that
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in some parts of Nigeria, the use of hand looms for textile
production stretches back into history. It is also true
that Nigeria has possessed textile factories since 1949.%
However, none of these efforts were capable of coping with
demand which had doubled after the war when nationalism
brought with it a reversion to traditional costume (see
Chapter One). With the new rush to urban centres after
independence, demand leapt in geometrical progression and
even more modern tastes were introduced. (Ragnar Nurske's
demonstration effect"®). The Japanese companies had the
capacity to fill this demand. For instance, the Northern

Textile Manufacturers Ltd; is the largest integrated

blanket manufacturing plant in the world.

It could indeed, be cited as the effect of the measures
that it forced the Japanese hand in setting up 1local
industries during this period, 1963-65, when import
restrictions against Japanese products reached a climax.
These three industries had a significant impact on the
local production of products considered traditional in
Japanese exports to Nigeria: cotton textiles and galvanized
iron sheets. It may well be true that Japanese foreign
trade officials, responding to the pervasive mood of post-
independence nation building,quickly capitulated and set up
local industries. Seen from the standpoint of Nigerian
policy makers, it would point to the astounding success of
one of its first trade policies. However, if we were to

consider other external factors acting quite independently
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of this policy, this success may be qualified.

From studies dealing with the modes and patterns of
Japanese world trade and investments, especially from the
work of Higashi and Lauter’’, it can be seen that these
particular investments follow closely the policy of
resource related investment pursued by Japan from the early

1960s worldwide. (See Chapter Three).

Again, if one looks at Fig.3(i)' which deals with a
comprehensive list of Japanese companies in Nigeria, one
notices that prior to 1964 and 1965, (the dates when the
particular restrictive bans were placed on Japanese
imports) there had been two previous investments, in
textile manufacture, in 1961 and 1962. It is therefore
difficult to be certain that the setting up of the three
industries were definitely as a result of the Nigerian
attempts at curbing Japanese imports. What is very likely
from the rapid succession of the investments -- between May
1964 to April 1965 -- is that the ban accelerated a process
already slowly unfolding. It seems unlikely that the
Japanese Trade Ministry determined its policy of local

investments in Nigeria as a result of the ban.

Japan's immediate reaction to this trade ban and what could
have been the beginning of a possible trade rift is evident
in an incident which took place in 1965 when it was first

imposed. The Nigerian Produce Marketing Company, the
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authority responsible for the co-ordination and management
of the country's agricultural produce, offered 5,000 tons
of ground nuté and 10,000 bales of cotton unit for sale to
the Japanese. After much reluctance, the latter offered "a
ridiculously low price on the excuse that she had to pay
high cost in transporting the products to Japan".“® Again,
this could have been purely a question of costs considering
the insatiable needs of the Japanese economy for raw
material supply and this is a possibility we are most
likely to follow in further analysis. It does not however,
escape our observation that this particular action seems

too much of a coincidence to be true and looked rather like

a retaliatory trade action.

Both countries are signatories to the General Agreement on
Tariffs and Trade (GATT). A question that must be posed
therefore is whether the various singularly restrictive
measures and especially, the 1965 trade ban, violated the
international body's regulations and trade stipulations?
This is very important since in trade with each other, the
two countries are not operating independent of the
international market system. It is also important to the

development of relations, both commercial and political,

between the two states.

Quotas, as Rangarajan has observed, "“are the grossest form
of violation of the principles of free trade" and as such,

"are prohibited under GATT, "a force in favour of the
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conduct of trade in a completely non-discriminatory
manner"¥ except when export quotas are agreed upon
multilaterally under a commodity agreement in order to
stabilize the market or imposed temporarily and non-
discriminatorily to counter acute balance-of-payment

difficulties.?®

Specifically, Article XI prohibits the
~imposition of quantitative restrictions on imports, while
Article XVII is firmly against any selective application of
quotas. However, the GATT regulations allows for a few
exceptions. Under Article XIX, GATT permits any government
to impose safeguards without its approval if it determines
that an unforseen surge in imports is causing serious
injury to domestic industrial production. It also allows

for the maintenance of import restrictions in the special

case of promoting economic development under Article XVIII.

These exceptions, it must be stated, do not seem to cover
the Nigerian action because under GATT regulations, any
restrictions imposed for a specific reason such as balance-
of-payments difficulties must not be selective but applied
to all participants in the trade with equal measure. At
the time of the imposition of the restrictive measures,
Nigeria did not face T"acute balance-of payments
difficulties" and the trade ban was also selectively
applied to Japan exclusive of other nations with which it

had commercial contacts.

The question of violation, further assumes a different kind
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of dimension: that of moral responsibility.
Understandably, this is a point that cannot go unqualified
in the political economy of international relations but
nevertheless, is of great significance in this
consideration. This responsibility is owed largely to the
fact that Nigeria not only championed the duty free entry
for tropical products, a provisb that was added to GATT
regulations in 1966, but from independence in 1960, had
stood firm to prop up the effectiveness of GATT not only as
a major tool regulating international commercial relations

but also as an alternative to the other European systems.?’

It cannot be denied that Japan was selected as a scape-goat
for the general difficulties encountered by the Nigerian
government in attempting to formulate an effective economic
policy. Japan could not be blamed in any way for Nigeria's
inability to expand exports to match its imports from that
country. Nor was it to be blamed for Nigeria's lethargic
export promotion policy and the bankruptcy of the
leadership of a polity beset by competing interests and
factions, each with it's own objectives. However, the
trade ban is clearly demonstrative of a phenomenon all too
evident in international relations; the willingness of
nations to solve their own problems at others expense
wherever they can get away with it. That is, when
unilateral action is adjudged to involve few political
costs. (It is academic but nevertheless, interesting to

speculate on whether Nigeria would have been equally
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willing to impose the ban on the United Kingdom, the
European Economic Community or the United States of America
if the trade balance had been similar to that with'Japan).
The action was a hangover from a recent colonial past: the
dead hand of the British colonial commercial prejudices
against Japan. As was shown in Chapter One, there are many
examples of prejudice against Japanese goods and
competition. The trade ban should be seen not only as a
result of inherited prejudice but also as a study in

misplaced aggression.

The above observations should be qualified, however, in one
respect. The Nigerian actions in imposing a selecfive ban
on Japanese goods was an example of a widespread tendency
at the time for countries to pursue private and exclusive
trade policies. As Spiro's®? study has shown, it was an era
when despite GATT, several nations negotiated voluntary
export restraint agreements usually cuf a bilateral and
secret basis. These agreements ushered in a new, albeit
sophisticated protectionism. The real "sin of commission"
may therefore be that while other nations pursued subtle
and "state-of-the-art" exclusions, Nigeria's was crude,
brazen and not well refined. However, for a new nation
taking tentative first steps in the international market

economy, such excesses may be pardonable.

The last year of this period, 1966, stands out only because

of its importance in determining the immediate effect of



97
the Trade ban of 1965 on Japanese imports. As anticipated
in the restrictive measures imposed on Japan, Nigeria's
exports shot up from its 1965 figure of $9.3 million to an
unprecedented high of $14 million which dwarfed the
previous year's figure by 47 per cent. It now seemed
likely that the trade gap with Japan would soon be amenable
to control. It appeared so, especially in comparison with
the Japanese figures which took a dive of 33 per cent to
record an all-time low on its post independence records, to
stand at $40 million.?® cComing immediately after the 1965
action, the fall in Japanese exports seemed to point to the
success of the policy. The gap between the $40 million
Japanese export figures and the $14 million of Nigeria's
exports was still substantial however. The imports.of
Japanese cotton-textiles also continued a downward trgnd
but the basic composition of trading commodities as well as
the percentage value of the Nigerian trade to the overall
export trade of Japan remained at its insignificant level
of 0.1 per cent. However, the percentage value of Nigerian
exports to the total Japanese import trade dropped
significantly from 1.4 per cent in 1963 for instance, to

0.4 per cent.%

The next period, 1967-70, would have been crucial for our
assessment of the overall effect of the ban on trade and
other activities. As it turned out, it was a period when

all trade activities went into a general decline.
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Iv

NIGERTA-JAPANESE TRADE, 1967-1970: THE YEARS OF
UNCERTATINTY AND IMMOBILITY

If the intensified restrictions on Japan's export trade
were necessitated by the overwhelming desire to achieve an
even balance of trade in the years to follow, the civil war
which started in the second quarter of the 1967 trading -
year and lasted until thé first quarter of the 1970 trading
year, effectively undermined all such efforts. The war saw
the introduction of punitive blockades against ports in the
Eastern region as well as other economic restrictions. The
wartime controls ©both economic and political not
unexpectedly marked the beginning of a further but steady
downturn in the trade of both nations. This was to become
the overall trend of the trading relationship in the period
1967-70. As it turned out, the marginal gains made with
the imposition of the trade restrictions in the 1966
trading year merely proved to be a temporary remission from
an unfortunate asphyxiation; a condition that was in parts,
self-inflicted. If Nigeria recorded slight increments in
trade value in any of these years, it was because the
commodities which it produced were fetching better prices
in the world market. In very rare cases, particularly at
the height of the war, it came as a result of the increased
volume of commodities commandeered for export to finance
the war effort. On the whole, the nation did not achieve
what it had hoped to do, that is, the expansion of exports
in volume while reducing the corresponding trade of the

Japanese. This was also the result of another self induced
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strangulation: the civil war.

In the four years under study, it was Japan which reeled
from the wounds inflicted by the double barrelled attack
from restrictive measures and the civil war. On the whole
its trade declined. Some of the figures recorded in these
years were the worst ever in its Nigeria trade. 1967 and
1968 for ’instance, were its worst yeafs in the whole
history of the country's post-independence trade. A
remarkable feature of these two years 1is the severe
contraction in Japanese commodity supplies.’® The figure
for 1967 was $38 million, not only a 3.1 per cent drop from
the previous year, but the worst ever figure to be recorded

in the seven years of post-independence trading with
Nigeria.’® This was partly due to the war but was also the
result of further import curbs which were clamped on
Japanese imports in September of that year. The Nigerian
authorities did not attribute this policy to the
vicissitudes of the war. According to a Federal
Commissioner, the curbs were imposed because "Japan has
fully exploited the goodwill that exists for her in Africa,

and in Nigeria this has built up grievances against her"%.

As 1967 was disappointing, 1968 was disastrous for Japan.
For the first time the Japanese lost the initiative in the
two nations' trading relationship. That year, it
relinquished the favourable trade balance which it had

enjoyed since the beginning of its trading relations with
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Nigeria in the late 1920s. With Japanese exports down to
an all time low of $13 million, (a phenomenal fall of 65.8
per cent below the previous year), imports from Nigeria
were valued at $15 million.’® Another remarkable feature
of the Japanese trade in 1968 was the decline of Japanese

textile exports by 84.8 per cent.

In both years the percentage value of the Nigerian trade to
total Japanese exports and imports figures further
depreciated. 1In 1967, the Nigerian trade made up 0.4 and
1.0 per cent of Japan's exports and imports”, while the
1968 figures represent 0.1l per cent as percentages of both
total imports and exports.®® Seen from this standpoint,
the decline was noticeable but the magnitude of this
decline can be better appreciated when considering the fact
that Japanese exports made up only 3.72 per cent®' of the
Nigerian import trade in 1968. This was a massive drop
from the towering heights of 25.7 per cent in 1960 and 27
per cent in 1961, percentage figures that were constantly
maintained in varying degrees of the same height until this
year. The percentage of Nigerian exports taken in by the
Japanese even crawled up to a height of 1.77 per cent which

was an improvement from its constant value of 0.2 per cent.

As the trade situation worsened for the Japanese, Nigeria
was increasingly making more demands that required the
Japanese to make more sacrifices and lose even more ground.

In 1967 when further restrictions were placed on Japanese
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imports, the Federal Ministry of Industry requested a
visiting Japanese mission to "provide assistance towards
the development of small scale industries in the country,
with particular reference to technical advice and training
of personnel".® cClearly, the Japanese were under a lot of
pressure. The Director-General of the Economic Affairs
Bureau of Japan's Ministry of Foreign Affairs, Tiyluko
Tsurumi, captured the general mood when he noted that
Japan's imports from Nigeria rising steadily would lead to
a desirable balance of trade between the two countries. At
the same time he observed that it was a matter of great
regret that quantitative restrictions were imposed on the

importation of Japanese goods into Nigeria.®

It is worth commenting on the rise in the Japanese exports
of synthetic fibre fabrics, general machinery and
especially steel sheets which was noticeable in 1967 in
spite of the general contraction of Japanese exports. In
1969, after Japan had successfully weathered the storm, the
supply of these products soared by 95.9 per cent o?er the
level in 1968 and accounted for a significant proportion of
much of the 29.7 per cent increment in general exports in
that year.®* The increments in both of these years were
accountable to increased demand for steel products
occasioned by the civil war as well as, to Japanese
supplies of new machinery and steel accessories to local
Japanese ventures. Some of these firms like Pioneer Metai

Products Company and Galvanizing Industries ©Ltd; are
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engaged in the production of galvanized iron sheets.®® The
increase in supply of this commodity to Nigeria in 1969 was
due to the above factors but more significantly, was part
of a general resurgence of Japanese imports which jumped to
$29 million, representing a two-fold increase over 1968,

its worst trading year.

Another noticeable feature. of the difficulties of Japan's
Nigeria trade arising from the quantitative restrictions
and further compounded by the exigences of the civil war
was the noticeable absence of new Japanese ventures. From
April 1965 when the Japanese set up the Arewa Textiles
until February 1969, there was no single Japanese
investment in Nigeria. 1In that year, despite the civil war
and the discriminatory import duties imposed against thenm,
the Japanese set up a plant for the local assembly and
sales of home electrical appliances at 1Ibadan, in the
Western region. The company was a subsidiary of Sanyo of
Japan and was named Sanyo (Nigeria) Ltd. The whole venture

was valued at £2 million.®

In the three years of trading relations before the end of
the civil war in 1970, Nigeria's exports to Japan witnessed
modest increases. In 1967, its exports increased 18 per
cent over 1966 to stand at $18 million. This was the
country's best export performance'in trade with Japan since
independence. Significant advances were also made in 1968

and even though the figures recorded for this year, $15
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million represented a 10.3 per cent decline from the
previous year, it was still important; for the first time
Nigeria was able to achieve a favourable balance of trade
position with Japan. Seen in this context, the various
efforts made to curb Japanese import had achieved a measure
of success. However, this ‘conclusion depends on the
adoption of a very narrow perspective. This is because it
is not entirely correct to suppose that the drastic fall in
Japanese exports to $13 million, was due to the import ban.
In fact, more than anything else, it was due to the
involuntary restrictions imposed by the civil war. It is
most significant that even Nigeria's trade figures which
were for the first time above that of Japan also were a
drop of more than 10 per cent below the previous year's
figures. The pattern for the following years further
suggests that the effect 6f the restrictions was indeed
minimal. As Nigeria's 1969 figure of $13 million shows,
Nigeria's trade generally was in no better shape in these
years than before the imposition of quotas. In fact, the
10.7 per cent decrease below the 1968 figure meant a
resumption of the pre 1966 position even taking into
account the effect of annual inflation in each of those
years. What is remarkable perhaps in the three year period
was the beginning of the exportation of petroleum products
to Japan. In 1969, crude oil exports to Japan amounted to
47,000 kilolitres worth $643,000%% and this set the pace

for future trading on the Nigerian side.
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As the period of uncertainty and immobility in the Nigeria-
Japanese trading relationship drew to a close in 1970, a
nunber of significant developments were apparent. These
set the pattern for subsequent years trading.. First,
Japanese exports began a steady pace of post-war growth.
At $62.9 million in 1970, it was an appreciable total
increment over the 1969 figure of $29 million. Oon the
Nigerian side, trade dropped a further 0.8 per cent to
$12.8 million®®, a fall which could be attributed to the
difficulties of post-war reconstruction. A factor that was
responsible for the phenomenal rise in the Japanese trade
accounts was the remarkable resurgence of textiles as a
major trading commodity. In this year, textile imports
recorded a 94.2 per cent increment over the previous year's
figure to account for $8.2 million out of the final figure
of $62.9 million. Machinery and equipment sales were also
on the rise. At $23.7 million out of the Japanese trade
figure, it was an increment of 89.3 per cent over the
previous year. The increase in Japanese demands for raw
materials led to a 72.6 per cent increment for goods
recorded under that title during the trading year and this
was in line with revitalized efforts made to consolidate a
co-ordinated policy of maximizing raw materials supplies

from Nigeria and from the rest of Africa.

First in the series of these attempts, a Japanese mission
undertook a three week tour of Nigeria and eight other

African states in February 1970. The mission was led by
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Fumikiko Kono, chairman of Mitsubishi Heavy Industries.
(It also visited Kenya, Ghana, Ivory Coast, Senegal,
Ethiopia, Zambia, Tanzania and Congo). At the end of this
tour, the mission referred to the continent as "a treasure
house of natural resources" and proposed an active
promotion of technical co-operation and development of
Africa's vast natural resources for the mutual benefit of
both Japan and the African nations. More important was its
observation that "with our dependence on raw materials
being what it is, imports of such natural resources are
vital to our economic well-being".”® To further.strengthen
its position, the Federation of Economic Organizations,
Japan's most important business organization, set up a
special Africa Commission, while the members of the
Japanese Diet (parliament) established an "association for
economic co-operation and development in Africa".” Also,
in deference to Part IV added to GATT articles in 1966
(which made it possible for industrialized countries to
give tariff preference to developing countries without
granting other preferences to other developed nations) and
in order to remove existing bottlenecks that might hamper
the acquisition of natural resources, Japan introduced a
system of preferential tariffs to boost the competitiveness
of goods from the continent. The policy was to pave the
way for the smooth flow of raw materials but the efficiency
of preferential tariff rates, according to one writer, was
a lesson which the Japanese could have learnt from

Nigeria.” 1In Nigeria, this hunger for raw materials led
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to a Japanese 100 per cent capital ratio investment in the
Japan Petroleum Company (Nigeria) for the exploration of
petroleum and (gas resources.””To achieve a proper
understanding of the nature of the economic relationship
between Nigeria and Japan in the decade following 1970, it
is necessary therefore, to concentrate on this Japanesé

hunger for natural resources.

Meanwhile, in Nigeria, a number of significant changes in
economic policy occurred which would ultimately affect the
two nations trade. First, with the end of the civil war,
the 2nd National Development Plan took off. The likelihood
of achieving an even balance in the trade with Japan seemed
to be embodied in the external economic policies of the
plan. It declared that "the main objective of external
policy for the plan period would be to promote the
country's trade with, and investment from, the outside
world on mutually beneficial basis".” The Marketing
Boards which had been established in the 1940s to manage
the export trade, were reformed or re-organized. Before
this development, the Marketing Boards were divided into
the State Marketing Boards responsible for the purchase of
all the scheduled crops within their territories and their
transportation to the ports; and the Nigeria Produce
Marketing Company Ltd, a monopoly jointly owned by the
state marketing boards responsible for the final shipment
and overseas's sale of commodities. The Central

government's role was restricted to the prescription of
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grades and standards for produce purchased by the Marketing
boards, a function it exercised through the Federal

Inspection Service of the Ministry of Transport.

These efforts were geared not only to the achievement of a
favourable balance of trade, in the Japanese and other
nations' trade, but primarily to correct some inherent
contradictions between a policy that was determined to
increase export productivity and other economic policies
that debilitated it. This was because the decentralization
of authority for export production which left the federal
authority with mere supervisory roles had led to a
situation whereby "80 per cent of Nigeria's exports were
being controlled by an organization which the Federal
government responsible for external trade policy did not
control".” As the 2nd National Development Plan further
admitted, the activities of the Marketing Boards were being
remote-controlled from powerful political and commercial
interests in Europe and especially London.”® In the light
of these considerations, the Federal government undertook
reforms of the marketing boards in this year with a view to
increasing producer incomes, producer prices and exports.”’
The reforms introduced were; the abolition of the two-tier
system of produce taxation (export duty and produce sales
tax); de-emphasis on trading surpluses as the objective of
price fixing and the centralization of the price-fixing
process. It was hoped that the perfection of state control

of this all-important economic activity would revitalise
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exports as well as redress the huge imbalance with Japan.

Beyond the grandiose plans and the pious hopes was a
sobering reality: the near collapse of the Agricultural-
based economy. Agricultural commodities which a decade
earlier, were accountable for 90 per cent of Nigeria's
export receipts, had narrowed down to 30.2 per cent by this

78

time. The policy changes were therefore imperative.

SOME NOTICEABLE FEATURES AND AN EVALUATION OF POLICY TN THE

DECADE, 1960-1970

A breakdown of trade figures between 1960 and 1970 shows
that the index of Japanese exports to Nigeria with a base
of 100 in 1960, stood at 105.7 in 1964, but at 86.6 in
1970. Nigeria's exports to Japan stood at 90.2 in 1964 and
rose to 157.4 in 1970. See Table 2(iv). Nigeria's figures
were however increments against absolute minimums as the
trading accounts indicate. buring this period also,

imports in general”

and particularly Japanese imports
began to undergo important structural changes. The demands
for heavy machinery and equipment arising from the
requirements of the First National Development Plan (1962~
68) projects necessitated the import of intermediate
products, machinery and transport equipment. Thus,
Japanese exports of Machinery and electrical goods stood at

$8.630 million in 1960 and $27.356 million in 1964. In

1968 due to the war it dropped to $9.458 million. By 1970,
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it had jumped to $40.982 million. Nigerian demands for
food and other durable consumer items also arose as
"urbanization became a marked feature of Nigeria's post-
independence economy. Despite the various import
restrictions and the civil war, the Japanese were able to
entrench themselves solidly in the Nigerian import market.
What was more, they did not lose the initiative in the
supply of traditional commodities but put themselves in a
solid position to exploit new demands. The Nigerian
failure to make any significant in-roads in supplying the
Japanese economy had led to evident frustration resulting
in the imposition of restrictive import duties and quotas.
This was against the backdrop of on-going attempts to re-

structure the economy and provide a solid industrial base

for it.

What is difficult to understand is the purpose the Nigerian
policy-makers had hoped to achieve with the ban, especially
since the policy did not contain a corresponding export
policy particularly addressed to solving the Japanese
problem. Singularly vindictive and generally ineffective,
it was instructive only as an example of how not to pursue
trade equilibrium. Tempered only by a measure of
understanding and an unjustified feeling of debt by the
Japanese to an economy which failed to change its moribund
colonial structure and emerge from the economic backwaters
into the open sea of international market economy where

nations are made, the trading relationship was sustained.
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The futility of the ban in the development of this trading
relationship is further evident in the fact that it merely
served to lower Japanese exports for a short time, and even
then, not to any significant degree. Apart from providing
the ;Japanese with space to reassess and rebuild their
position and ensure even greater deficits in the years to
follow, the attempt was further a massive act of ill-
advised policy coming at the time that it did. First, the
first National Development Plan 1962-68 was well underway
and the nation needed Japanese co-operation more than ever.
Essential consumer goods as well as products of heavy
industrial manufacture were needed from Japan whose
products were not only as efficient as any others in the
market but more adaptable and less expensive. As we shall
see in a later chapter, there was also a wiilingness for
Japanese technical expertise to accompany the industrial

machineries where the need arose.

Secondly, the ban looks like a default in policy rather
than a solution because it whittled away resources that
would have been spent to develop exports, in the form of
higher costs of importation elsewhere. A parallel would
inevitably be drawn between this policy and a similar one
pursued by England against France when both nations found
themselves in similar circumstances, in the late 17th and
early 18th centuries. England had imposed very high
tariffs on French goods which practically amounted to

prohibition. As Adam Smith demonstrated, England lost
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because it imported the relatively cheap French goods at a
higher cost elsewhere. Smith explains that "though the
value of the annual importations from any one country be
greatly augmented, the value of the whole annual imports
would be diminished, in proportion as the goods of the
particular country of the same quality were cheaper than
those of other countries".® The principle here is that of
comparative advantage which guarantees economics of scale.
As we have shown, Japan provided these goods at relatively
cheaper rates than any other country. What was more, the
capacity to sustain such an exchange was evidently not
lacking. Foresight would then prove to be the greatest
handicap of the Nigerian policy makers since apart from a
loan of $10 million dollars which was plédged by the
Japanese, the exercise achieved nothing else. It merely

diverted attention from the serious problem of declining

exports.

Although trade for both sides grew at a leisurely pace
especially in the 1last quarter of the decade, the
relationship did not break nor suffer from any significant
drawbacks. In fact, both the evidence of the progressively
steady rise in the general level of trade as well as other
developments suggest the beginning of a robust
relationship. 1In 1967 for instance, Nigeria participated
in the International trade fair in Tokyo® and at the end
of the civil war, Japan gave a grant of $1 million to

Nigeria for the rehabilitation of refugees.
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On both sides the structural changes which became more
evident in 1970 changed the nature of the trade. On the
Japanese side, from consumer durables to heavy industrial
products and on the Nigerian side, from agricultural
commodities to energy sources. Investments were also
indicative of the healthy state of the trading_
relationship. At the end of the year 1970, five more
investments were added to the already existing ones
bringing the number to a total of thirteen. The
significant investment in the trading year of 1970 which
signalled the direction and concentration of the Japanese
trade henceforth was the Japan Petroleum company for the
exploration of Petroleum resources, as well as Tayomenka
Nigeria Ltd, which was specialized in data collection. Two
more companies were added to the already existing plants
for textile manufacture; the Woollen and Synthetic Textile
Manufacture and <the Bhojsons Industries Ltd. The
remainder, Nigeria Net and Twine Industry was to promote

the fishery industry a trade from which the Japanese would

soon benefit.

If the 1960s witnessed the gradual restructuring of Japan's
economic relations with Nigeria, in the 1970s the
relationship not only blossomed, but expanded in geometric
progression. As the years 1967-70 were the years of
uncertainty in Nigeria-Japanese trade, the years, 1971-76
were ones in which trading contacts once established were

cemented with effortless ease. It was the beginning of the
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modern phase in Nigeria-Japanese trading relations which
spans the decade 1971-82. 1971-76 wefe therefore years of

acceleration, while 1977-82 were years of sustained growth.

v
THE MODERN PHASE OF NIGERIA-JAPANESE TRADE RETATIONS

a) THE FIRST PHASE 1971-1976: THE YEARS OF A GRADUAL
PROGRESSION

In 1971, the Preferential Tariff Scheme adopted by the
Japanese in 1970 designed to benefit a wide range of
commodities from developing countries®, took effect. It
was on this promising note that another decade of trading
relations started. It was also the beginning on the
Nigerian side, of the overwhelming predominance of
Petroleum exports. While for Japan's trade, the year was
also clearly marked as bringing the imports of machinery
and allied products into predominance to finally overtake
cotton textiles and other consumer goods. out of the
Nigerian total trade figure of $27.1 million (phenomenal
for that country but not clearly significant in comparison
with the Japanese figure of $96 million, a 52 per cent
increment over 1970)3, crude oil exports accounted for

$12.8 million.

A noticeable feature of the 1971 trading year was the large
increment in Japan's importation of machinery which rose
48.1 per cent, and automobiles which recorded a sharp

increase (up 2.7 times)®. These increments were due to-
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the large demands occasioned by the needs of post-war
reconstruction in Nigeria and the new prosperity slowly

being brought in by oil exports.

The Japanese importation of automobiles was significant as

the Table below shows.

FIG. 2 (ii)  JAPANESE IMPORTS OF AUTOMOBILES 19715°
UP TO 2,000 cm> CAPACITY OVER 2,000 cm> BUSES TRUCKS AND MOTORCYCLES
(360 - 2,000 cm’)
NO = 3506 1977 6 1034 8168

The increments were indicative of the Japanese intention to
tap into a clearly evident area of increasing demand in the
years to come. To satisfy the growing demand and to fully
entrench themselves in the field, the Japanese applied to
the government of Nigeria for authorization to build
factories for the production of trucks and cars on a

completely-knocked-down-basis.

Further investments were made in the textile industry. C.
Itoh in partnership with another Japanese company, Hirata
Spinning and a French multinational company, C.F.A.O.
started the venture, Ninetso Nigeria Ltd, in September.®
Further visits were also made to assess the potentials of
the Nigerian market. In the second week of November, a 10-
man Japanese trade delegation led by Mr Shinobu Ichikawa

visited Nigeria with the dual purpose of ascertaining the
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future possibility of joiht ventures and to indicate
Japan's interests in the marketing of Nigeria's oil
resources. As evidence of a blossoming relationship, the
Federal government through Mr R A B 'Dikko, the Federal
Commissioner for transport, gave the delegation a firm

assurance of full co-operation.87

The years 1972-76 closely followed the pattern established
by the 1971 trading year. What sets them apart from the
1971 model was not the increased volume of trade which both
countries witnessed, but the widening gap of the trade
imbalance. 1In 1972, Japan for the first time reached the
$100 million mark as its final account climbed to $126
million, a 31.3 per cent increase over 1971. This was
higher +than Nigeria's account of $80 million, an
unprecedented account and a 194.7 per cent increase.®®
These figures, as we have observed, followed closely the
pattern established by the 1971 trade but they were further

remarkable in many ways.

First was the resurgence in the imports of textiles and
synthetic products, traditional Japanese export commodities
which had remained in the doldrums in the Japanese trade
owing to factors that were both internal and external. As
clearly evident in figure 2 these products did account for
a substantial portion of the Japanese total export trade.
At $33.4 million, a 25.9 per cent increase compared to

1971, it was a remarkable resurgence indeed. However, in
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line with the trend already established, the imports of

machinery accounted for 46.2 per cent of total exports.

There has been no reasons advanced anywhere to explain the
sudden increment recorded in the Japanese textile supply
and research to try to account for this particular
development has so far not yielded a satisfactory
explanation. However, a credible explanation may be that
during the civil war, local production of textiles was
disrupted, and the demand occasioned by ever increasing
post-war needs far outstripped the capabilities of the
local firms which, at any rate, were still desperately
trying to rebuild, to re-instate and increase pre-war
production levels. The Japanese were well placed to gain
from this because this was an area of traditional leverage.
The point above is further highlighted by the fact that the
1972 textile figures exceeded any previous average for that

commodity since the beginning of the civil war in 1967.

Another point worthy of mention is the phenomenal rise in
Nigeria's crude petroleum exports. The demands of post-war
reconstruction and the increasing demands for energy
sources in the international market meant that this
commodity's assured consistency of production and a
capacity to double output, would dominate Nigeria's export
trade in most of the years under consideration. Signalling
the trend, Petroleum exports to Japan rose sharply by 500

per cent during this year and accounted for $70 million out
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of the total trade figure of $80 million. Indicative of
the role it would increasingly play in this trade, Japan's
deputy Vice Foreign Minister, Takeshi Yasukana was
appointed to take special charge of resource affairs in the
specialist "International resources division" set up in
1972 by Japan's Ministry of Economic Affairs Bureau to
handle questions concerning overseas resources.® This
Japanese effort complemented previous attempts at securing
Nigeria's and other African resources and formed part of a

new foreign policy of "resource diplomacy".

There was no local investment by Japan in 1972 but in 1973,
1974 and 1975, some investments were undertaken and these
would reflect later on the constitution of Nigeria's
exports and Japan's policy of resource diplomacy. There

were investments in the fishing industry (see Chapter

Three) .

The year 1973 marked a watershed in Nigeria-Japanese trade
relations for this was the year following the o0il crisis
when Nigeria was drawn sharply to the centre of Japanese
attention. It was remarkable because prior to this
development, Nigeria had been no more than another
promising market for products of industrial manufacture in
the Japanese projections. As sometimes with relations
among nations, factors external to'those they are concerned
to deal with, change the course of events and brings an

irreversible break with the past. Writing in 1916, J.B.
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Bury had referred to this kind of independent causal chain
as the effect of chance, or the famous crux of "Cleopatra's
Nose", in history.® Rostow simply calls this "exogenous
events"” and it would seem that the sudden twist in
Nigeria-Japanese trade relations beginning in 1973 can only
be explained with reference to this phenomenon highlighted
by Bury and Roétow. The advantage came too late in the
trading year to reverse the fortunes of trade or even to
help to achieve the much needed balance of trade position
from ohe nation's point of view. While this did not happen
in this year, it occurred in 1974 and corrected for the

second time, the uneven balance of trade held in the

Japanese favour.

In both years, the remarkable feature of trade was the
unprecedented rise in Nigeria's export figures and the
dominance of petroleum products which by far outstripped
other commodities taking an unprecedented lion's share of
exports: $187.844 million out of the total export figure of
$189.010 million in 1973%2 and $434.735 million out of the
1974 trade figure of $448.864 million.?” wWith 95 and as 97
as percentages of total export figures respectively, it no
doubt signalled the beginning of a new era in Nigeria -

Japanese trade.

Since 1974 was a veritable exception in the trade of both
nations it has drawn quite a few comments. In all the
records, there is an overwhelming agreement on the oil
crisis as the sole responsible factor.?* There is, indged,

hardly any doubt that Japan increased its purchases of
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Nigeria's petroleuﬁ resources to offset the fall in supply
elsewhere, ask clearly evident in the records detailing
trading contacts in both years (see Fig.3(iii)). However,
the extraneous oil crisis and the favourable balance of
trade it brought for Nigeria were the only remarkable
events in the trade of the two years. In real terms, it
masked the nature of the trade: the one-product
predominance in the Nigerian trade. This contained the
seed of future decline in the Nigerian trade as the world
0il trade étabilized. The latter point is very important
because it would become the overwhelming feature of the

Nigerian trade. The prospect of consistent decline was

already evident.

It is also evident that there was no noticeable decline in
the Japanese exports of heavy and chemical industrial
products, essential machinery and equipment. The supply of
these products in fact increased, as well as the value of

their total trade from $141.147 million in 1973 to $284.867

million in 1974.%

The Japanese response in their bid to correct the adverse
position took various forms. On the one hand, "resource
diplomacy" brought with it new agreements and strengthened
old ones, ensuring them of a steady and alternative means
of supply independent of Nigeriais sources. On the other,
it joined a meeting of the United States of America, Canada

and the European Economic Community (except France) in
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February 1974 to find common solutions to the sharp
increase in o0il prices that was not only responsible for
the loss of initiative in the Nigerian trade in 1974, but
was also slowing the growth of its domestic economy. The
conference agreed to work closely to assuage the effects of
the oil crisis by putting into effect a number of measures
which included a reduction of demand, the development of
new energy supplies and finding new ways to meet the
financial trauma resulting from the sharp ©price

increases.%

Since Nigeria was a member of the oil cartel, OPEC, it
appeared that the Japanese participation in what was, after
all, an anti-OPEC stand, would seriously jeopardize the
trade between them. This was not the case, however,
because neither was Nigeria's post-war economy in any shape
to shoulder the effects of any retaliatory action, which
Nigeria in any case would have been forced by the
circumstances to apply to other participants in the
conference (nearly 70 per cent of its customers). Nor was
such an action necessary since increased oil shipments were
more than desirable in the effort to maintain a favourable
balance of trade position. Accordingly, reaction was mute.
It did not make any pronouncement on the Japanese
involvement or indeed, on any of the rest. Generally,
according to Aluko, it seemed to share the view of
President Boumediene of Algeria who deplored the conference

as "a bid by the United States to establish a protectorate
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over consumer as well as producer countries."?’

Apart from this incident, precipitated by the trauma of
increased oil prices, the years 1973 and 1974 could safely
be said to fit into a pattern with the general trend of
Nigeria-Japanese trading established from 1971. This is so
because neither the demand nor the supply side of either
side's trading betrayed signs of any structural changes.
While Nigeria continued to desire 1in ever increasing
numbers the broducts of Japanese industrial manufacture,
Japan on the other hand seemed ever desirous of Nigeria's
raw materials. The only thing that changed in the trade of
1974 was price, and the final figures appeared the way they
did because of market forces acting independent of the two
nation's trade. Since the increments were not the result
of a carefully activated trade manoeuvre, it did not in any
way affect the pattern of the two nations' trade, and
quickly lapsed into history as one of those fortuitous

accidents in relations between nations.

As quickly as the unfavourable balance of trade brought
‘about by the o0il crisis appeared in 1974, it was corrected
in 1975 by the Japanese, who resumed their overwhelming
initiative in the trade of the two nations. What made the
Japanese export trade of this year truly revitalized was
not only that it "recorded a continued high growth of 2.1
fold compared with the preceding year" to attain a new

height of $585.3 million”, but both the exports of
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machinery and iron and steel continued with the wupward
trend. While imports of machinery increased 54.9 per cent,
iron and steel was up 60.9 per cent above the previous
year's figures. These increases were accountable by the
large demands occasioned by the feverish pace of
industrialization in Nigeria, for these were the years of
the o0il boom. However, the general trend of trade
increments noticeable in the Japanese export trade of this
year may be attributed to an important development which
took place in the last quarter of the trading year. This
was the Nigerian withdrawal of the invocation of Article 35

of GATT against Japan extending to her a most favoured

nation (MFN) status.

Indeed, the Nigerian - Japanese trade could be said to have
finally reached the age of maturity in this year as further
investments both in new sectors and others to strengthen
old areas of concentration followed. While four Japanese
companies went into the traditional areas of iron and steel
manufacturing and the processing and sales of canvas, Toyo
Glass went into partnership with Metal Box Overseas to set
up Metal Box Toyo Glass (Nigeria) Ltd; a venture that was

Metal Box's first step into glass-making.%

The trend of ever-increasing exports was continued by Japan
in 1976 and even though trade actually fell 2.0 per cent
below the last year's figure to stand at $573.8 million, it

still maintained a clear advantage with a trade surplus of
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$465.1 million. The imports of machinery continued its
steady increases through the trading year, recording a rise
of 10.1 per cent over the preceding year to account for

61.7 per cent of total Japanese imports.

If the two years of trading in 1975 and 1976 produced an
overall increase in the value of Japanese imports resulting
in higher accounts, it was indeed, the opposite on the
Nigerian side where trade went into a steady decline after
the remarkable developments recorded in 1974. In 1975,
trade fell 37.9 per cent from thé previous year's figure of
$448.865 million to $278.5 million; and in 1976, it

declined a further 61 per cent to stand at $108.731

million. 1%

Although the amounts recorded in both of these
years' trading were revolutionary in comparison with the
pre-1972 figures, in real terms, it did not represent any
more than a lateral expansion of exports. Crude o0il
exports for instance accounted for 92.6 per cent of the
1975 figure and trade further declined in 1976 when oil
exports were down 65.8 per cent as the Japanese energy
market stabilized. The only noticeable increase in
commodity exports was the 39.9 per cent increment recorded
in foodstuff exports in 1975 and it is not difficult to
understand why. In September of the previous year, Taiyo
Fishery had entered into a joint partnership with Ibru
Seafoods to set up the Osadjere Fishing Company which

specialized in shrimp trawling and the freezing and sales

of marine products.'® This was the first of such large
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scale local fishing operations in Nigeria.

Following the evident consistency of trade decline which
promised to get worse as the needs for Nigerian oil
resources became less in Japan, the Nigerian government
once again introduced further incentives fof export
production. It announced increases in producer prices in
the 1975 budget and to protect the country's reserves from
fluctuating international currency values, it redistributed
its reserves formerly held mostly in Pound Sterling, into
a number of other convertible currencies including the
Japénese Yen.'” This was the situation existing at the
beginning of the second phase in the years of increasing

trade, 1977-1982, which is considered below.

VI
THE MODERN PHASE OF NIGERIA — JAPANESE TRADE RELATIONS

b) THE SECOND PHASE_ 1977-1982: THE YEARS OF ACCELERATED
GROWTH.

If the period 1971-76 were the years of the "drive to
maturity" to apply Rostow's terms in another context, the
years 1977-1982 were the age of "high mass consumption" in
Nigeria-Japanese trade relations. In general, the period
followed very closely the pattern of the one preceding it
in terms of increased importation of Japanese machinery and
equipment as well as investments. What sets it apart,
however, was the rate of growth of the volume of imports

and the feverish pace of investments. It was also the
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period when Japanese trade attained the one billion dollar
mark. To offer the above as the general characteristics of
the period wou_ld‘not be altogether complete. This is
because growth was one-sided and trade on the Nigeria side
did betray symptoms of gross decline. A phenomenon that
became more acute as the trade of the opposite side leaped
in geometric .progression. However, this slack export
growth should not mask the overwhelming evidence of grossly
inverted trade between the two nations, since this was a
period in Nigerian history when it generally demanded more
than it supplied in the realization of the new industrial

programmes pursued under the national development plans.

This period of trading relationship witnessed unprecedented
demands for heavy and chemical industrial products as well
as machinery and equipment. The trend began early in the
period. 1In 1977, the Japanese trading account reached the
record figure of $1.009,534 billion.'™ oOut of this figure
the sales of chemical and industrial products accounted for
$885.765 million, while machinery and equipment worth
$647.824 million were sold. It was Nigeria's worst trade
deficit since independence and the low figure of $20.290
million that it recorded signalled the shape of trade to
come in the following years. That Nigeria was reduced to
this position in its Japanese trade was primarily due to
the Japanese stoppage of its oil imports having weathered
successfully the storm of the energy crisis. It then

signalled the domination of a product other than crude oil
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in Nigeria's exports: marine produce. In this year,
exports of foodstuff including shrimps, prawns and lobsters
accounted for $15,663 million out of the total figure of
. $20,290 million. It was the beginning of a new low in the
Nigerian export figures and this was of grave significance
because the marine products were generated by the Japanese

in Nigeria (see Chapter 3).

A number of comments have been made regarding the towering
proportions of the trade imbalénce of this year and opinion
voiced run the whole gamut of emotion from "rape" to "rip-
off".'%  what is important, however, is not misplaced
sentimentality expressed over purely economic exchange but
that the deficit served to epitomise the lack of restraint
in managing an economy geared to massive imports without
promoting a correspondingly higher value of export trade.
It was a period when Nigerian policy-makers lay secure in
the abundance of foreign exchange from the supposedly
infinite o0il reserves and the consistency of its prevailing
exorbitant market value as not to sufficiently review other

export commodities and bring them on par with oil export

earnings.

No doubt jolted back, for a time, to reality by the huge
trade imbalance with the Japanese, a number of measures
were taken to stem the one-sided flow. Since the various
restrictive measures introduced in the 1977 budget which

was aimed at improving the country's balance of trade
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position had proved inadequate to stem the Japanese flood,
the policy was taken up and further expanded in the budget
of 1978 and 1979. By this time however, the state of
agricultural exports were almost of a non-salvageable
proportion. Although in proportion, it had fallen to 30.2
per cent in 1970, by 1977, it was only responsible for 4.5
per cent of the total export trade. The re-organisation of
the marketing boards in which enough hopes had been placed
to 1lift the nation's declining agricultural exports had
failed. The Federal Government therefore decided to
abolish the boérds outright and in their place were
established seven national commodity boards. The statutory
functions of these boards included among others, to
encourage production and organize the marketing of all the
major agricultural commodities. This effort was
complemented by the "Credit Guarantee Scheme" set up to
underwrite loans granted to farmers by banks in respect of
certain crops, mainly export crops; namely, cocoa, rubber
and palm-oil. It was a loose form of government relocation
of export production to private capital initiative. In
real terms however, agricultural productivity in both
qualitative and quantitative terms, the regulation of
export prices, as well as the direction of export trade

were still tightly in the grasp of the government.

The Japanese position in the face of these changes was to
heighten efforts geared to increasing local participation

in the form of private capital investments. With eyes
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still firmly focused on the rapid industrialization and
developmental efforts of the country, the flow of the new
investments were widely spread. First Nichimen Corporation
left lLagos, the traditional foothold for Aba, one of the
busy commercial centres of the East to set up Metcome
(Nigeria) Ltd; engaged in the processing and sales of steel
products. An effort complemented later in the year by Kobe
Steel and Mitsubishi Corporation who joined in a venture in
the Standard Industrial Development Company for the
manufacture of steel tubes. Mitsubishi Electric and
Mitsubishi Corporation also followed with Melco (Nigeria)
Ltd; a company specializing on the sales and installation
of heavy electrical Machinery and Equipment. A further
foothold was gained in the chemical equipments sector of
the Nigerian economy by Sekui Chemical and Nichimen
Corporation with joint investments in Elson (Nigeria) Ltd;

for the marketing of PVC pipes and polyethylene films.!0

The standard that was set in the 1977 trading year was
carried on in 1978 and although the Japanese account
dropped by 5.6 per cent largely because of the reaction
against the colossal imbalance of 1977, it still towered at
$953.431 million.'% This reaction took the form of
restrictions which largely affected Japanese imports of
automobiles which dropped from the figure of $406,081
million in 1977 to $350,457 million in this vyear.
machinery and equipment also dropped from their previous

figure of $647,824 million in 1977 to $603,273 in 1978.
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These were however very relative to previous figures as
well as in comparison to Nigeria's figures which, as the
exports of mineral fuels, crude and partially refined oil
continued their absence from the export trade, was
drastically reduced to $7,529 million. Out of this figure,
the export of shrimps, prawns, lobsters and cocoa accounted
for $3,897 million.'” with consistent export decline, the

imbalance had become a problem of immense proportions.

The increased volume of the Japanese trade which accounted
for 11 per cent of Nigeria's total imports and 0.4 per cent
of exports'®, was not the dominant character of the trade
of these years. It was rather, increased investments, the
level of which was pushed into new heights. 1In all, six
new investments were added to the already existing twenty-
two to bring the total to thirty-one in eighteen years.
They were also as diversified as that of the previous years
and new sectors covered include civil engineering works
where Sumitomo Electric Industries undertook a 40 per cent
capital-ratio investment in Sei Nigeria Ltd. Further
Sumitomo investment in the form of Sumitomo Electric and
Sumitomo Corporation combination materialized in the
Nigeria Wire and Cable Company for the manufacture of
electric wires and cables. Sumitomo also participated in
yet another venture signalling its intention to sustain a
long interest in the Nigerian economy when it came up with

a data-based company, the Sumitomo Shoji Kaisha (Nigeria)

Ltd. This last undertaking complemented similar efforts
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for the establishment of marketing survey and data
collection companies in Nigeria made by other Japanese
multi-nétionals; Mitsui and company and C. Itoh and
Company. Mitsui by setting up MBK (Nigeria) Ltd, and C.
Itoh by setting up C. Itoh and Company (Nigeria) Ltd.
Earlier in the year, Kawasho Corporation in partnership
with a third country had set up the Rolled Steel Products-
Company in an area of traditional Japanese concentration in
Nigerian investments; the manufacture of galvanized iron

sheets .19

The following two years, 1979 and 1980 were important in
the trade of this period because they were the years when
Nigeria resumed gradually its exports of petroleum products
to Japan. However, in comparison to the 1973 ahd 1974
levels, the figures fetched by the marketing of oil in the
two years were very modest. In 1979, it accounted for
$25,198 million out of the total export figure of $42,467
million'® while cotton, non-ferrous metallic ores, oil
seeds and shea nuts classified under raw materials made up
for $10,479 million and shrimps, prawns and lobsters for
$5,055 million. 1In 1980, o0il earnings further increased
5ecause of a number of successful attempts made by Japan to
secure its supply from Nigeria. In that regard, contracts
for the supply of oil were made with Nigeria and the first
two by Idemitsu Kozan and Maruzen oil was expected to bring
in a daily $500,000 in export earnings in the first half of

the year.'"" The contracts proved successful in bolstering
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Nigeria's export figures but the set target was not
completely achieved. At the end of the year, earnings from
0il exports which totalled $104,643 million was largely
responsible for Nigeria's total trade figure of $120,175
million. As was customary in the preceding years, the
exports of marine products, namely shrimps, lobsters and
prawns made up for $3,665 million while raw material

12

exports amounted to $3,573 million.’ Trade had

significantly remained structurally unchanged.

In both of these years, Japanese trading figures remained
virtually at the spectacular mark of over one billion
dollars made in 1977. 1In 1979 total trade figures amounted
to $806,889 million, down 15 per cent from the previous
year. By 1980 however, following the token efforts made to
reciprocate trade by concluding contracts with Nigerian oil
producers, the figures jumped once again, to the height of

$1,493,602 million.'3

The Japanese had once again concluded another decade of
trading relations having successfully amassed huge
surpluses from the Nigerian account. As evident from the
Japanese trading accounts of both years, the imports of
Metals, Heavy and Chemical industrial products, Machinery
and Equipment as well as other commodities that were all in
high demand by a nation experiencing an unexpected rapid
industrialization and high level of growth brought about by

increased earnings from petroleum products, continued to
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make astronomical gains. What is not immediately evident
from these representations as well as from other figures
preceding the trading year 1979 and 1980, were the overall
expansion in the sales of other consumer durables,
especially, audio and video equipment. In 1979, for
instance, the Japanese Ministry of Trade sources recorded
an increment of 61 per cent in the sales of video recorders
and 93.3 per cent in television sales to Africa.'
Overall sales to Nigeria accounted for a very high
proportion of these sales percentages because these were
the years when ownership of either of the two commodities,
almost exclusively imported from Japan, was a mark of
furtherance of social status. As evident from the Japanese
records of the Nigerian trade for that year (see Fig.2) the
sales of these two commodities were very well pronounced.
In each of these years, the Japanese continued to
consolidate their position with new investments.
Significant in-roads were made mostly to complement old
efforts in the engineering services sector. Accordingly,
three out of the four investments recorded in this year
were in this field:- Sumalco Ltd, for the installation of
electric wires and cables; Fujikara Cable Works, for
communications and electrical power engineering, and Taisei
West Africa for «civil engineering construction and
machinery procurement. The remainder, Nisho Iwai (Nigeria)
Ltd, was in the old area, trading, as was the singular
investment in 1980, Nigeria Textile Products, in textile

manufacturing.

The increased demand for Japanese goods are best
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represented by the volume of automobile imports in 1980,
despite latest restrictions on vehicle importation. The
figures below ' show the number of Japanese automobiles
by classification imported by Nigeria in the first half of

the 1980 trading year, January to June.

TABLE 2

(iii) PASSENGER CARS TRUCKS BUSES TOTAL
9,841 10,175 14,623 34,639

One only needs to compare this figure to the total number
of Japanese automobiles imported into Nigeria in 1971 (see
Table 2 (ii)) to comprehend the degree of increased demand.
In July of this year, the vice-president of Nigeria, Dr
Alex Ekwuene spoke of the "great scope for partnership
between Nigeria and Japan".'™ The final figures at the
end of the trading year proved that 'partnership' which
would suggest a proportionate trading relationship between
two equal partners was still largely illusory, primarily
because, as Joe Garba correctly observed, even though the
United States trade deficit with Nigeria had reached eleven
billion dollars by 1980, it was still second to that of
Japan. 'V Ekwuene's comment, with the benefit of
hindsight, is largely one of unjustified enthusiasm but it
is very important as it hnderscores the mood behind the

lackadaisical export policy pursued by Nigeria in respect

of the Japanese trade.

The last two years of the period under consideration,
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(1977-1982), were also marked by heightened trading and
investment activities. Japan's Nigeria trade in 1981 not
only increased by nearly 50 per cent‘but accounted for
23.68 per cent of Japan's total Africa trade.'™ This
confirmed Nigeria firmly as Japan's second largest market
and trading partner after South Africa. Its export
éarnings from Nigeria which stood at $1,493,602 billion in
the previous year, leapt to $2,158,826 billion in 1981.
Representing a significant increment in trading accounts of
44.5 per cent, it was the highest figure to be recorded by
the Japanese since the beginning of the trading relations
with Nigeria in the late 1920's. Nigeria's total earnings
also witnessed a significant increment of 183.2 per cent
from $120.175 million to $340,369 million.'" The value
added in the Nigerian account notwithstanding, it

represented the highest deficit with Japan of all African

countries.'?

Japanese imports of machinery and equipment which over the
years have recorded consistent increments, reached an all-
time height in this year when it jumped 175.1 per cent over
the previous year to account for $1,526,691 billion out of
a total account of $2,158,826 billion. The exports of
transportation equipment also gained by 209.2 per cent to
stand at $1,025,540 billion out of which sales of motor
vehicles accounted for $711,909 million. On the Nigerian
side, exports changed very little in volume and remained

static in horizontal movement. The exports of petroleum
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products significantly boosted by last year's contracts
accounted for $331.191 million out of the total earnings of
$340.369 million. Prawns, shrimps and lobsters continued
to make an impact, taking a 161.7 per cent jump to $6,567
million. As raw other materials' export took a 61 per cent
dive to $2,178 million, it shows, most significantly that
in real terms, Nigerian export perforﬁance was

deteriorating, not improving.

The vertical increments and the decline of agricultural
exports not only demonstrated the fragile base of Nigeria's
exports but most importantly, it confirmed that so long as
the Japanese were willing to import Nigerian oil, they were
unhindered in exploiting to the full the capacity of
Nigeria's market potential. The figure of nearly two
billion in trade deficits also denotes the final conquest
of the Nigerian Market by the Japanese, a position secured
by loans and with other types of foreign aid. This
position continued in 1982, at the end of which Japanese
earnings remained at the now consistent level of over one
billion dollars ($1,209,057 billion) while that of Nigeria
slid down to a comparatively ridiculous figure of $8,002
million. The decline of 56 per cent in the trading
figure of the Japanese was a relative decline which was
well outstripped in intensity by that of Nigefia. From
$340.369 million in 1981 to $8.002 million in 1982,it was
not so much the percentage scale of the decline as its

significance in the Nigerian-Japanese trade relations.
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This low figure was the result of the disappearance of
petroleum from total exports. Japan had halted the
importation of o0il from Nigeria in 1981 because its
corporations refused to pay the premium when Nigeria's oil
prices reached $40 per barrel. As the trade situation
worsened, the exports of shrimps, prawns and lobsters came
to dominate total exports accounting for $5,795 million out
of the total figure of $8,002 million. This was the
beginning of the end for Nigeria's exports to Japan since
Nigeria showed no interest in developing non-oil sectors.
This prospect of consistent decline would become the marked

feature of the following years' trade until the end of our

period, 1985.

In the two years 1981 and 1982, a significant development
which was further accentuated by new investments was the
increase in the imports of Japanese motorcycles. The
growing demand fof motorcycles among the peasants and the
working-class community translated into another area of
concentration of both exports and investments in local
industry by the Japanese. Motorcycles, which are used for
both leisure and commercial purposes in Nigeria, became an
area where the Japanese, with the benefit of specialization
of manufacturing exploited to the full. In January 1981,
Honda Motor Company, which had been making enormous sales
in Nigeria since the early 1970s, opened a Motorcycle
assembly plant in Lagos and in the following year 1982,

Yamaha Motors and Mitsui and Company combined to open
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Yamaha Manufacturing (Nigeria) Ltd, for the same purpose.
Even while the first local production effort by Honda was
going on in 1981, Motorcycle imports accounted for $119,844

million.'%

Apart from textiles, the production and sales
of motorcycles then became another area of unrivalled
domination.in the Nigeriaﬁ market by the Japanese. Today,
an overwhelming number (about 99 per cent) of motorcycles
in use in Nigeria are of the Japanese model. The trade

brought in what could be rightly referred to as the

motorcycle revolution in Nigeria.

Japanese motorcycles which replaced the bicycle as the most
simple mode of transportation have both social and cultural
significance in Nigeria. In some traditional communities,
it has replaced the use of Raleigh bicycles as evidence of
self-actualization and economic clout at communal rites of
passage. Arriving first in small engine types like the
Honda Benly, it expanded to include powerful models 1like
the Yamaha CB200 and the Honda CD195. Among the ladies in
Eastern Nigeria, Yamaha's C50's have since replaced the
Mobylette as the dominant form of social acquisition.
Particularly in Nnewi, it is an essential ingredient in
almost every compound. Its socio-economic utility have
since increased and with the present economic difficulties
faced by Nigeria, it has overtaken the common Peugeot taxi,
as the dominant form of transpoft in many states. (In
Cross-River and Akwaibom States, the ratio of motorcycles

to cars in public transport is about fifty to one). 1In
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Igboland, an area of very large industrial and commercial
activity, (the largest of such concentration in Africa),
they are commonly received as gifts. One of the legacies
of the Japanese trade is indeed the veritable social

revolution'® it brought with the exports of motorcycles.

Leaving this revolution aside, let us return to the pattern
of trade which was now in consistent decline for both
sides. Accordingly, we enter into the last period in our

analysis which was marked by declining exports.

VI

ECONOMTC SLUMP AND THE DECLINE OF TRADE 1983-1985: THE
SURVIVING TREND

The three year period, 1983-1985, were the years not only
of the decline of Nigeria-Japanese trade, but of the
beginning of a pattern which has survived to become the
dominant characteristic of present trade. The three year
period were the worst years in Nigeria's export trade with
Japan since its independence in 1960. This followed not
only the slump in petroleum prices, but the complete
disappearance of crude o0il from the trade with the
Japanese. At $6,706 million in 1983, $7,012 million in
1984 and $5.832 million in 1985, Nigeria's total export
figures represent in their totality, the complete failure
to diversify or expand exports in the twenty-five years of
trading relationship. On the Japanese side, the reduction
in export earnings reflected the general trend in Nigeria's

external trade and is in no way an exclusive phenomenon.
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The Japanese export earnings decreased as the volume of
commodities traded contracted. In 1983, the trade figure
of $567,805 million was a decrease of 47 per cent below
1982, while the $445,518 million accumulated in 1984
represented a further fall of 78.5 per cent below 1983. 1In
the same vein, the trade figure of $342,029 million earned
in 1985'%, the last date in the period under consideration

was a decrease of 23.2 per cent below the previous year.

Another significant development in the trade of these years
was the change in the nature of Japanese investments and
the disappearance altogether of new ventures. This change
from the fairly diversified trend of investments noticeable
in Japanese Nigerian ventures since November 1961, to a
concentration on construction sector oriented investments
is only remarkable as an attempt to adapt to the effects of
the downward turn in the Nigerian economy. Thus Chiyoda
Chemical Engineering of Japan which opened its Nigerian
office in 1983 as well as Toda Construction's effort in the
same year were all for the execution of previous contracts
(see Fig.3(i)). Chiyoda, which most noticeably epitomises
this trend, did so to complete the biggest Japanese
contract ever in Nigeria =-- the construction of the Kaduna
Petroleum refinery and petro-chemical plants, which was
then the largest in Nigeria. The only noticeable exception
was Matsushita Electric's partnership with UAC of Nigeria,
(part of the giant European multinational, Unilever) in

setting up National Panasonic (Nigeria) Ltd, ostensibly to
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tap the still booming audio and video equipment trade in
Nigeria. (It is noteworthy that National brand of
electronics are the most widely used brand in Nigeria).
Since this 1983 investment, no Japanese investment was
recorded until the end of the period, 1985. This trend, a
complete departure from the trend in Japanese investment in
Nigeria, most clearly demonstrate the adaptive capability

of the Japahese foreign trade.

The ever widening difference in the trading accounts of the
two nations in the twenty-five years under study was
largely one of diversity of economy. The result of a chasm
between the failure of policy that resulted in static and
non-expansive exports built largely upon a fragile single
commodity; and a dynamic forward looking export-orientated
econony. It was not simply the difference between a
dependent and a highly industrialised economy. Rather, it
shows one nation's inability to develop its resources and
articulate its interests. We do agree with Professor
Nurkse that the attraction of advanced living standards,
(which is a major reason for Nigeria's increased demands
for Japanese consumer goods which accounted for the huge
trade deficit) is an obstacle to the late-comers in
economic development.'® This demonstration effect, or the
'Backwash theory' in Gunnar Myrdal's analysis, is a valid
explanation. However, planning for economic growth is
merely postponing present consumption for the future. It

is only appropriate policies and the discipline exercised
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in their execution that can guarantee a leap to a developed
system. Trade policies should therefore strike a balance
between demand, especially for non-capital goods, and
supply for economic development. Very often the
discrepancy between excessive demand and expenditure on
luxury consumer goods, and savings and available income for
capital growth causes a major problem, and leads to

asymmetry in trade, as we have shown.

Some may argue that this is not the case in Japan-Nigeria
trade in the period and that the overwhelming feature of
the relationship was a clear example of the willingness of
the developed economies to exploit the weaker economies of
the globe. The deepening poverty in much of the developing
nations makes this position one which cannot be ignored.
The debate engendered is continuous and very central to our
analysis. The issues involved are treated especially in

Chapter Four and subsequent chapters of this thesis.
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This is still highly contestable in all debates pertaining
to this point. One school of thought, typified by the
Adebo Commission and subsequent opinion, while not
insisting on the contrary, would however seek for some
qualifications.

W.W. Rostow's Stages of Economic Growth (Cambridge:
Cambridge University Press, 1960) also needs some
qualifications in the light of the Nigerian distortion.

Basil Davidson, Africa in Modern History: The Search for
a New Society (London: Penguin Books Ltd, 1978), pp. 213
and 311. Basil Davidson insists that this great
conglomeration of diverse peoples, each with its own
objectives and hardly converging interests, in the
immediate post-war era could hardly be described as
"urbanized", but rather "de-ruralized multitudes". A
flamboyant phrase but one which nevertheless captures the
situation aptly. In the decade following independence, he
maintains that the "urbanized masses" made up no more than
between five and ten percent of populations in Africa.
Davidson's summation may well be true for some parts of
Africa, but in Nigeria, following the oil boom [the popular
phrase used to describe the phenomenon in Nigeria] from
1973, the nation made about 35 per cent of this grade).

Africa Contemporary Record, Vol. 12, 1979/80, p. 146.
JETRO, White Paper on International Trade, 1984, p. 350.

ibid, 1987, p.375.

Ariyoshi Okumura's analysis explains the dynamics of this
relationship. See the author's article 'Japan and East
Asia', pp 261-281 in Christopher Saunders (ed.), The
Political Economy of New and 0Old Industrial Countries.
London: Butterworth and Company, 1981.

Jetro, ibid for both years.

Percentage figures for world trade taken from Joan Edelman
Spiro, The Politics of International Economic Relations
(London: George Allen and Unwin, 1985), p.117.
International Trade, 1983/84, pp. 1, 3-4, in Spiro ibid.

JETRO, ibid, 1971, p. 200.

International Monetary Fund, Direction of Trade Statistics



13.

14.

15.

16.

17.

18.

19.

20.

21.

143
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1mports and N2 4 million for exports.
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trade figure, prompting the observation in the Nigerian
Trade Journal that the unfavourable trade balance which has
marked Nigeria's trade with Japan "did not show any

improvement" see The Nigeria Trade Journal Vol 10, No 1
Jan/March, 1962. Page 75.

Quarterly Review of the Japan Cotton Textile Industry
No 42, March 1962. Page 4.

ibid

The Oriental Economist, The Oriental Economist's Japan
Economic_Yearbook 1963 (Tokyo 1963) Page 63

JETRO; Whitepaper on International Trade 1962. ©Page 1.
IMF, Direction of Trade, op. cit., puts the figures at
$69.6m and $4.2 million for Japan and Nigeria respectively.
Central Bank of Nigeria, Economic and Financial Review Vol
8, No 1, June 1970. Page 79 has the figure £24,853 and
£1,488 (page 82) for Japan and Nigeria respectively in
local currency which at conversion is still 1lower than
JETRO's figures.

"Review of Overseas Trade 1962", Nigeria Trade Journal.
Volume 11, No 1, January/March 1963. Page 75. The 1963

edition of JETRO's White Paper <concurs with this
assessment. See page 253.

The Oriental Economist, Economic Yearbook 1963. Page 63

Nigeria Trade Journal. Volume 12, No 1, January/March 1964.
Page 66. Comparative figures for the trade with the United

Kingdom, West Germany, the Netherlands and France appear on
Page 65

The Oriental Economist, Japan Economic Yearbook 1964 Page
72

JETRO; White Paper on International Trade, 1963 Page 253,
254. IMF Direction 4 1962-1966 Page 277. With $75.5
million and $6.7 million for Japan and Nigeria
respectively. CBN; Economic and Financial Review Page 79
and 82 with £26.947 million and £2.393 million respectively

JETRO; White Paper on International Trade 1964. Page 179.
IMF Direction of Trade 4 Page 277. $86.3 million and $7.2
million for Japan and Nigeria respectively. CBN; Review

£30.813 million and £2.570 million for Japan and Nigeria
respectively.



35.

36.
37.
38.

39.

40.

41.

;42.
43.

44.
45.

46.

47.
48.
49.

50.

145

JETRO; White Paper 1965 Page 168
IMF Direction of Trade Page 277. Figures $71.7 million and
$8.9 million for the respective cases

CBN; Review. Figures: £25.613 million and £3.172 million
respectively

Nigeria Trade Journal. Volume 13, No. 3 July / September
1965. Page 132.

Olufemi Fajana, "Trends and Prospects of Nigeria-Japanese

Trade". Journal of Modern African Studies vol 14, No 1
1976. Page 130.

Commission for Economic Commodities, Vegetable 0Oils and 0il
Seeds - A Review (London 1967) Page 137

Supplement to the Federation of Nigeria Official Gazette
No 62, Vol 50. 22nd August 1963.

Federal Republic of Nigeria Official Gazette No 50. Volume
51 of 28 May 1964.

ibid No 57, Vol 51 of 2 July 1964.

Supplement to the Federation of Nigeria Official Gazette No

72, Vol 51 of 17 September 1964.

JETRO; White Paper on International Trade 1965. Page 168.

Nigeria Trade Journal Vol 14, No 2. April/June 1966 Page
68.

The Oriental Environment, Japan Economic Yearbook 1966 Page
70 :

JETRO; ibid
Ekundare, Economic History of Nigeria pp 296-308

Ragnar Nurkse, Some Problems of Capital Formation in Under-
Developed Countries (Oxford, 1953), p.58.

Chikara Higashi and Peter Lauter, The Internationalization

of the Japanese Economy (Boston, Massachusetts: Klauwer
Press), 1987.

West Africa Magazine October 6, 1965. Page 1170.

Finn B Jenson and 1Ingo Walter (eds) Readings in
International Economic Relations, New York: The Ronald
Press Company. 1966. page 22.

L. Rangarjan, in Strange (ed) Page 144



Bl.

52.

53.

54.

55.

56.

57.

58.

- 39.

146

An account of the Nigerian efforts are contained in G
Aforka Nweke, "From the old to the new world economic
order: The Nigerian initiative of 1961" in Ralph I Onwuka
and Olajide Aluko (eds) The Future of Africa and the New
International Economic Order (London: Macmillan Publishers)
1986. pp. 272 - 296. See especially pages 273, 277-282.

Joan Edelman Spero, The Politics of International Economic
Relations (Third Edition) (London: George Allen and Unwin)
1985, p. 113ff. An official GATT report noted this
development with increasing worry. See GATT, Report on
International Trade 1980-81, p. 11. Quoted in S. Strange,
'The Poverty of Multilateral Economic Diplomacy' in G. R.
Berridge and A. Jennings Diplomacy at the UN, (London:
Macmillan), 1981, pp. 109-130.

JETRO; White Paper on International Trade 1966 Page 167.
IMF Direction of Trade 7 (1966-1970) Page 341. Figures;
$40.10 million and $12.10 million respectively.

CBN Review Vol 8, No 1 June 1970. pp. 79 and 82. Figures;
£14.320 million and £4.325 million respectively.

The Oriental Economist, Japan Economic Yearbook 1967. Page
69 :

Japanese sources cite the civil war as the cause of these

limitations. See JETRO; White Paper on International Trade
1967, page 153. (See Fig.2 Appendix).

JETRO; White Paper ibid

CBN; Review. Figures: £18.749 million and £6.208 million
respectively. See Vol 8 No 9. June 1970. Pages 79 and
82. Also, Federal Office of Statistics, Review of External
Trade 1967, has £8.4 million and £2.6 million respectively.
While, IMF Direction of Trade ibid $52.50 million and
$17.40 million respectively. The apparent contradiction
between the IMF figures and the others is especially
noteworthy for this year because of the large divide.

The Nigerian Review March 1969. Page 20

JETRO: Whitepaper on International Trade 1968. Page 159
IMF; Direction of Trade 7 1966=70 page 341 with figures,
$20 million and $10.40 million respectively.

CBN Review: £7.164 million and £3.706 million. Federal

Office of Statistics, Review of External Trade 1968: £3.7
million and £1.8 million.

CBN, Annual Reports and Statement of Accounts 31 Dec 1970:
£7.2 million and £3.8 million.

The Oriental Economist, Japan Economic Yearbook 1968, p.
66. On the Nigerian side, the Japanese share is 8.39 per
cent for imports and 2.58 per cent for exports. See,
Federal Office of Statistics, Annual Abstract of
Statistics, 1967.



60.

61.

62.

63.

64.

65.

66.

67.

68.

69.

70.

71.

72.

73.

74.

75.

147

The Oriental Economist, ibid 1969, p. 68.

Federal Office of Statistics, ibid 1968.

The Nigerian Review, March 1968, p. 19.

'Trade between Nigeria and Japan', Nigerian Review,
December 1968, p. 16.

Nigerian Trade Journal, vol. 18, no. 2, April/June 1970,
p. 68.

The Oriental Economist, Japanese Overseas Investment: A

Complete Listing by Firms and Countries, 1984-85 (Tokyo
1984), pp. 127-128.

JETRO, Whitepaper 1969.

IMF, Direction of Trade 7, p. 341: $26 42 million and $9.30
mllllon.

CBN, Review, vol. 8, no. 1, June 1970, pp. 79 and 82:
£9.437 million and £3.105 million. '

Federal Office of Statistics, Review: £3.7 million and £1.1
million.

CBN, Annual Report 1969: £9.4 million and £3.8 million.

The Oriental Economist, Japanese Overseas Investments,
p- 128. See also, 'Africa Special Report', African
Economic Digest, May 1982.

JETRO, Whitepaper on International Trade 1969, p.

JETRO, ibid 1970, p. 181.

IMF, Direction of Trade Annual 1969-73, p. 694: $66.46
million and $9.59 million.

CBN, Review, pp. 53-54: 47.468 million and 6.836 million.

CBN, Annual Report, 31 December 1970: £23.7 million and
£3.4 million.

Federal Office of Statistics, Review, 1971, £6.3 million
and £0.8 million.

The Nigerian Review, December 1968, p. 25.

Godfrey Morrison, 'Japan's Year in Africa', African

Contemporary Record: Annual Survey and Documents 1970-71
(1971), p. AS8l.

David Morris, 'Japan in Africa', African Development, vol.
7, no. 6, June 1973, p. 65.

Kaigia Shimshutsu Kigyo Soran (Tokyo 1982).

'First Progress Report', Federal Republic of Nigeria, 2nd
National Development Plan, (1970-74).

2nd National Development Plan, op. cit., p. 226.



79.

80.
81l.
82.

83.

84.

85.

86.

87.

88.

89.

90.

148
ibid.

Federal Republic of Nigeria, Third National Development
Plan, vol. 1, p. 70ff.

Uka Ezenwe, 'Nigeria's Export Policy under the Military:

1966-79', in The Nigerian Economy under the Military.
Proceedings of the 1980 Annual Conference of the Nigerian
Economic Society, 1980, p. 349.

The following assessment of the general trend of Nigeria's
exports in the period is taken from Anyaegbunam Obi,
'International Economic Policy in Nigeria 1966-79: An
Appraisal' in the Nigerian Economy Under the Military.

Adam Smith, op.cit., p. 475.
Nigeria Trade Review, December 1968, page 25.

Africa Contemporary Record 1970-71, p. A81.

JETRO, Whitepaper 1971, p.

IMF, Direction of Trade 1969-73, p. 694: $127.48 million
and $24.67 million.

CBN, Review, vol. 13, no. 1, June 1975, pp. 53 and 54:
89.679 million and 17.620 million.

CBN, Annual Report 31 December 1971: £42.5 million and £9.7
million.

Federal Office of Statistics, Review 1971, p. 14: £8.4
million and £1.4 million.

JETRO, op. cit.

David Morris, 'Japan in Africa', African Development,
vol. 7, no. 6, June 1973, p. 69.

Kaigai Shinshutsu Kigyo Soran, 1982.

Nigeria Bulletin on Foreign Affairs, vol. 1, no. 3, January
1972, p. 27.

JETRO, Whitepaper 1972, p. 215.

IMF, Direction of Trade 1969-73, p. 694: $149.35 million
and $83.87 million.

CBN, Annual Report 31 December 1972, p. 81l: 98.2 million
and 4.5 million (non-oil exports).

Federal Office of Statistics, Review 1972, p. 23: 98.2
million and 35 million. '

CBN, Economic and Financial Review, vol. 13, no. 1, June
1975: 98.256 million and 55.175 million.

African Contemporary Record, 1971/72, p. Alle.

J B Bury, Selected Essays, (1930) in E H Carr, What is
History, p. 94.



91.

92.

93.

94.

95.

96.

97.

98.

99.

100.

101.

l1o02.

149

W W Rostow, 'Terms of North-South economic partnership',
Millennium, vol. 14, no. 1, Spring 1985, p. 29.

JETRO, Whitepaper 1973, p. 160.
ibid, 1975, p. 232.

See especially, Federal Office of Statistics, Review of
External Trade, 1974, p. 6.

JETRO, Whitepaper 1975, p. 232.

IMF, .-Direction of Trade 1979, p. 212: $254 million and $378
million.

CBN, Annual Report 31 December 1974, p. 88: 138.6 million
and 4.9 million (non-oil exports).

CBN, Review, vol. 13, no. 1, June 1975, p. 54: 160.185
million and 171.574 million

Federal Office of Statistics, Review, 1974, p. 22: 160.2
million and 238 million.

Africa Research Bulletin,‘15 Jan-14 Feb 1974, pp. 3, 002-3.

Aluko, p. 195.

JETRO, Whitepaper 1975, p. 232.

IMF, Direction of Trade 1979, p. 212: $595 million and $280
million.

CBN, Review, vol. 15, no. 1, June 1977, pp. 81-82: 366.494
million and 14.5 million.

Federal Office of Statistics, Review 1971, p. 24: 9.8
million and 3.5 million.

West Africa Magazine, no. 2983, p. 1013.

JETRO, Whitepaper 1977, p. 212.

IMF, Direction of Trade 1979, p. 212: $763 million and $52
million. .

CBN, Review, vol. 16, no. 2, December 1978: 493.118 million
and 191.133 million (pp. 114-115).

CBN, Annual Report 31 December 1976: 468.1 million and 6.7
million.

Federal Office of Statistics, Review 1976, p. 32: £9.3
million and £0.5 million.

The Oriental Economist, Japanese Overseas Investments, P
129.

"Daily Star" (Nigeria), May 7, 1976, p. 13. Other attempts
were also made to conserve foreign exchange and some of
them required the help of the Japanese. For instance,
Japan's Sumitomo Cement Company carried out a feasibility
study on plans for the construction of a cement factory in
the Egbado division of Ogqun State. This is very important
because at the time, massive importation of cement not only
resulted in a cement-glut in the ports but was also another
serious source of drain in net revenues. See, African



103.

104.

105.

106.

107.

108.

109.

110.

111.

112.

113.

150

Development, vol. 10, no. 12, 1976, p. 606.

JETRO, Whitepaper 1978, p. 177.

IMF, Direction of Trade 1979, p. 212: $1,172 billion and
$12 million.

CBN, Review, vol. 18, no. 1, June 1980, p. 86: 756.6
million and 7.7 million.

CBN, Annual Report 31 December 1978, pp. 76-77: 756.3
million and 7.6 million.

Federal Office of Statistics, Review 1978, p. 28: £10.7
million and £0.1 million.

The Sept/Oct 1976 editions of the Nigerian Business Digest
caught the situation most gloomily. It believed the
imbalance deserved superlatives. Thus, it reported that
"Japan 'milks' three billion dollars from Nigeria". See
no. 50 Sept/Oct 1976, p. 9.

Oriental Economist, Japanese Overseas Investments, op. cit.

JETRO, Whitepaper 1979, p. 267.

IMF, Direction of Trade 1985, p. 303: $1,372 billion and $6
million.

CBN, Review, June 1980: £871.5 million and £3.5 million.

CBN, Annual Report 31 December 1978: 880.6 million and 3.6
million.

Federal Office of Statistics, Review 1978, p. 28: £10.7 and
£0.1.

JETRO, Whitepaper, ibid.

One author has an interesting comment on these
developments. See, G O Olusanya "Nigeria and the World
Economy" Nigerian Journal of International Affairs, Vol 10,
No 2, 1984. Compare the figures on Page 58 with United
Kingdom's 18 per cent and the magnitude of the situation
becomes very apparent.

The Oriental Economist, Japanese Overseas Investments. Op
cit.

JETRO; White Paper 1980 Page 267 and 268

IMF; Direction 1985 Page 303: $1,109 billion and $19
million.

CBN Review Vol 22, No 2, June 1984. Page 36: £669. Six
million and £119 million.

CBN; Annual Report 31 December 1980 page 92/93: 796.7
million and 4.2 million.

West Africa Magazine NO 3301, 27 October 1980. Page 2123.
JETRO; White Paper 1981. Page 379.

JETRO; White Paper 1981 Page 303: 41,651 billion and $110

million.
CBN; Annual Report 31 December 1982, Pages 88 and 89:



114.

115.

11l6.

117.

118.

119.

120.

121.

122.

123.

124.

151

$948.1 million and $4.9 million (non-oil exports), Federal
Office of Statistics Review 1984 Page 26: £10.8 for Japan.
(Figures not available for Nigeria's earnings).

JETRO; White Paper 1980, page 54.

Figures from the Anglo-Japanese Institute and the Japan
Automobile Manufacturers Association.

Alex Ekwueme "Great opportunity exists for Nigeria-Japanese
partnership". Press Release, Federal Ministry of
Information, Lagos. June 17, 1980,

J. Garba, Diplomatic Soldering: Nigeria Foreign Policy 1975
- 1979 (Ibadan: Spectrum Books) 1987. Page 149.

Africa Now No 34, Feb 1984 (pp 56-57), page 56.

JETRO; White Paper 1982 page 413.

IMF; Direction 1988: $2,727 billion and $259 million.

CBN; Review Volume 25, No 1, March 1987, page 44: 1,684.3
billion and 160.2 million. .

CBN; Annual Report 31 December 1982. Page 88/89: 1,373.1
billion and 3.1 million.

Fed Office of Statistics, Review 1981 Page 25: 1684.3
million and 159.8 million.

"Nigeria an AED Special Report" Africa Economic Digest May
1982. Page 39.

JETRO; White Paper 1983 Page 373.

IMF; Direction 1988: $1,684 billion and $7 million

CBN; Review Vol 25, No 1, March 1987: pp44/45: 1,133.9
billion and 4.9 billion.

CBN; Annual Report 31 December 1982: p.88/89: 1,356.6
billion and 0.7 million (non-oil exports)

Fed Office of Statistics, Review 1984: 1,133.9 billion and
4.8 million

JETRO; ibid

A popular group of musicians Xknown as the 'Oriental
Brothers' has an album in which one of the songs eulogised
the Japanese motorcycle.

JETRO; White Paper for the various years. See also, IMF,
Direction of Trade 1988 which has $626 million in 1983,
$489 million in 1984 and $379 million in 1985 as Japanese
export earnings. For Nigeria's it has $6 million in 1983,
$6 million in 1984 and $5 million in 1985. CBN; Review vol
25 no 1, March 1987, pages 44/45, has N613.9 million for
the Japanese in 1983, N368 million in 1984 and N408.3
million in 1985.

Federal Office of Statistics, Review 1984 Page 25: N613.9
million for the Japanese in 1983, N368 million in 1984 and
N408.3 million in 1985. Nigeria's figures were N5.9 in



152
1983, N6.1 million in 1984 and 6.8 million in 1985.

125. Ragnar Nurkse, op.cit., p. 118.
For an elaboration of Myrdal's position, see H.W. Singer,
The Strateqy of International Development: Essays in the
Economics of Backwardness, Sir Alec Caincross and Mohinder
Puri (eds.), (London: Macmillan Press, 1978 edition),
P.12. Also, pp. 22ff.



153
CHAPTER THREE

JAPANESE FOREIGN CAPITAL AND THE NIGERTAN ECONOMY,
1961-1983

As set out in the introduction, it is possible to determine
the contribution of a developed economy to the growth
process of a developing economy by the use of such
indicators as investments. Such forms of capital transfer
are indispensable to the capital accumulation process in
Southern economies. In "new states" like Nigeria where
exterﬁal contacts often preceded independence, it is
possible to isolate the contribution of any one nation.
This task may be possible through examing data indicating
the amount of injected capital, the ratio of investments
compared to imports and other invisible earnings and the
contribution to infrastructural developments in the form of
capital projects, and so on. But since serious structural
distortions exist in the host economy, the use of the first
two indicators is severely handicapped. In this case, the
developed economy's contribution to infrastructural
developments, especially those which directly impinge on
national growth plans, may serve as the only basis for any

meaningful assessment of this contribution.

These parameters indicated above, will be applied in our
assessment of Japan's contribution to the growth and
developmental efforts of Nigeria. Without question, ours
is a very incomplete analysis. Any reasonably complete

model would need additional variables to account for such
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a contribution to the growth process.? However, the primary
focus here is on investments and the transfer of technology
through such contractual obligations that are related to
developmental plans. This contribution is suggestive of
the benefit of the guest economy's specialisation. But
since many other economies fall into the same category, it
is moré indicative of the willingness of the industrialised
economy to provide services at more competitive rates while
extending to the host the benefits accruing from its
industrial specialisation. It thus helps to conserve the
scarce resources of the host economy and at the same time,
provides it with technological knowledge. These
considerations are very important, and are the standards of

judgement to be used in our analysis.

I

THE POLITICATI, ECONOMY OF CAPITAL. TRANSFERS IN NORTH-SOUTH
RELATIONS: JAPAN AND NIGERTA, 1961-1983

It is conventional economic wisdom that private foreign
capital investment is regarded as one of the yardsticks for
measuring the degree of economic cooperation and national
transformation in North-South relations. Such investment
in Southern economies is usually related to the politics of
North-South trade. Investment is therefore not only
important because of these underlying factors but also
because, as we have pointed out, they are indispensable to
the capital accumulation process in developing economies.

Perhaps because of these considerations, the issue is not
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free of controversy. On one hand, the belief is that such
international income transfers merely serve as an effective
way of draining resources from developing economies. On
the other, the possible disruptive effects of the'outward

flow is used to suggest otherwise.

The participation of Northern economies in the growth
process of the South is further affected by fhe state of
international relations which sometimes creates a highly
unfavourable environment for investors. This objection to
foreign capital movements may take the form of stringent
legislation to restrict immigration and other forms of
foreign economic participation. There are various examples
of these kinds of controls in many marginal economies but
they were mostly apparent in the trade and industrial
policies of the centrally planned economies. In Bertil
Ohlin's view, 1legislation imposing restrictions on
immigration and international capital movements naturally

exercises an enormous influence on economic development.3

In the Southern states as elsewhere, the types of policies
chosen in response to foreign capital transfers depend very
largely on developmental strategy and market philosophy.*
Restrictions and other regulatory barriers may be offset by
favourable conditions 1like 1low 1labour césts (see
Goldsbrough's analysis.ﬁ Generally however, Southern
governments have tended to pursue liberal economic policies

and have sought to attract capital from abroad mostly to
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finance much needed infrastructure. As these investments
involve the transfer of a package bf resources, technology
and managerial expertise, they may indeed exercise an even
greater impact on the recipient countries' productive

capabilities.®

In the North, capital transfers to the South usually depend
on the risk factor. It goes without saying that
profitability is the overwhelming motive. The
attractiveness of location is also an important
consideration. However, profitability in such investments
depends to a large extent on the existehce of a stable
economic environment. In order to increase the
attractiveness of developing economies to foreign capital
and encourage private investments, some Northern
governments have developed risk-offsetting incentives. 1In

Japan, insurance options cover such risks.

In Nigeria-Japanese relations, the 1latter's investments
have played a key role in the development of relations
between the two nations. This is as a result of favourable
economic conditions virtually guaranteeing recoupment of
investments by such Northern ventures. These conditions
include the 1large market potentiality of the Nigerian
economy. The demands of the vast populationb(about 88
million) far outstrip the capabilities of local production,
thus ensuring that foreign companies engaged in the

production of necessary consumer goods readily f£find a
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market to absorb their supplies. JETRO conceded this point
at Nigeria's independence in 1960 when it projected that
Nigeria would provide a ready market for Japanese goods
(see page 78). Another crucial factor that has determined
the flow of investments from Japan is what we may refer to
as the petro-dollar factor. Nigeria is the sixth largest
producer of petroleum fesources. The two world energy
crises, 1973 and 1979, benefitted Nigeria; there was now an
abundant availability of foreign exchange necessary for the
procurement of infrastructure goods. As Japan is heavily
dependent on imported raw materials, not merely oil, the
availability of Nigeria's raw materials also greatly
affected capital movements in form of private investments.

Japan at this period needed to diversify its sources of raw

materials.

Since 1960, the Nigerian government has also pursued an
open-door ©policy with respect to foreign trade and
investments.” It has followed this up with the provision
of attractive tax and tariff incentives.?® Japanese and
other foreign firms investing in Nigeria thus enjoy a major
advantage. A principal benefit accruing to those engaged
in the manufacture of consumer goods for domestic
production is the fact that many of their products fall
within the protection of infant industries schemé under the

import-substitution policy of the Nigerian government.

Since Japan pursues an active foreign investment policy
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with insurance policies to cover investments in developing
