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THE PATTERN OF BUSINESS, GOVERNMENT RELATIONSHIP 
AND INDUSTRIAL UPGRADING IN NIGERIA

By

ABSTRACT

Industrial Development has been a major cornerstone of economic development of 

any nation. The success of such a programme can be attributed to the methods and 

modes of financing the policy. The study is therefore focused on industrial 

Development financing in Nigeria. Since  NIODB is at the apex of industrial 

development financing, this study is essential concerned with the role Nigerian 

industrial Development Bank Limited (NIDB) in the industrialization of Nigeria. Apart 

from the government of the day which must take certain position as regards the 

economic path of the country, hardly are there institutions that dedicate the growth of 

industries in the country. It is because of this that the author is motivated to carryout 

this research on the role of Nigerian industrial Development Bank Limited (NIDB) in 

financing the industrialization of Nigeria.
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Department of Business Administration 

SABS

1.1 INTRODUCTION

The major reason for the 

existence of public enterprises by 

various governments in this country is to 

serve as instrument of economic 

development of the country. However, 

this history of industrial development by 

this government of this country is as old 

as that of colonization.

Prior to the establishment of the 

Central Bank of Nigeria, the Nigeria 

financial system was characterized by 

the absence of interdependence 

currency and machinery for industrial 

management, domination of expatriate 

industries, the industries were 

predominantly owned and controlled by 

foreigners, and the lack of local 

investment outlets resulting in excess 

funds being repatriated for investment 

overseas.

The result of this phenomenon 

was the obeisance of any effective 

machinery for industrial development 

financing both for the government and 

the private sector. There were no capital 
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markets, or any markets, no stock 

exchange, no development banking 

institution, and a conspicuous absence 

of development bank habit. To correct 

this in the Nigerian industrial system, the 

Central Bank of Nigeria (CBN) was 

established by the Federal Government 

in March, 1958 under the Central Bank 

Act of 1958 and given the sole authority 

to issue legal tender currency in Nigeria, 

to maintain external reserves, to 

safeguard the international value of the 

currency, to promote monetary Stability 

and sound financial structure in Nigeria, 

to act as banker and financial adviser to 

the Federal Government and to act as 

lender of last resort to the Commercial 

Banks. Moreover, after the 

establishment of the Central Bank of 

Nigeria (CBN), the idea of setting up 

development banks was borne when it 

became clear that there was an urgent 

need for financial institutions capable of 

providing medium and long term capital 

to fill a serious gap in the industrial 

financial system. This is due to the fact 

that local investment found it difficult to 

raise capital for the promotion of 

industrial activities. To this end, various 

development banks were established to 

take charge of the various sectors of the 

economy. The Nigerian industrial 

Development Bank Limited (NIDB) was 

established to speed up the industrial 

development of this country. The 

Nigerian industrial Development Bank 

has stood the test of time as second 

financier of industrialization in this 

country, whiles the Nigerian Agricultural 

and cooperative bank Limited (NACB), 

was established to finance agricultural 

development. This could be seen as a 

conscious attempt to promote the 

development of agriculture and industry 

so as to raise the per-capital involved 

and the standard of living of the people 

.In the light of the above considerations 

that this research into the government 

participation through the Nigeria 

Industrial Development Bank (NIDB), 

an industrial development financing 

institution to the development process 

of Nigeria is conducted under the 

caption ?industrial Development 

Financing in Nigeria?.

1.2 STATEMENT OF THE PROBLEM

One of the objectives of any 

country is industrial development. Since 

independence, successive government 

in Nigeria has pursued various 

industrialization programmes with vigor. 

One of the ways through which 

governments enhance industrial 

development of the countries is through 

industrial financing since investors find it 

difficult to carry on with industrial 

activities as a result of financing 

constraints. Many governments that 

were underdeveloped were also to 

develop rapidly through government 

participation by establishing financial 

institutions. To that effect policies have 

been declared in which particular 

emphasis was placed on industrial 
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development projects. A look at plan 

documents annual budgets and 

government policy document confirms 

the priority position of industry in 

national development strategies. In 

spite of all this, Nigeria cannot be said to 

have made any appreciable progress 

along the path of industrialization. 

Despite some problems, Nigeria 

industrial Development Bank (NIDB) 

has tried to play its role as catalyst in the 

industrialization process. 

To the extent permitted by the 

economic environment within which it 

operates, it has provided basic 

ingredients including medium and long 

term finance as well as equity funding 

for industrial development projects. 

Entrepreneurial skill in the shape of the 

project initiation and promoting 

technical expertise in project 

development as well as the managerial 

acumen or ability for steering projects 

out of the woods and making them 

operate efficiently. On the other hand, 

though, the financier institutions are 

autonomous, it may not be wrong to say 

that they solely depend on the Federal 

Government for funds generation and 

are invariably affected adversely by 

every change of fortune in public 

revenue. Open market interest rates are 

so high that they find it quite 

uneconomical to mobilize funds from 

the local market. That aside, the fact that 

foreign loan has become increasingly 

expensive, there is a narrow limit to how 

much foreign finance Nigeria industrial 

Development Bank (NIDB) can mobilize 

with required Federal Government 

guarantee. The study of this and other 

issues will be the concern of this 

research project.

1.3 THE OBJECTIVES OF THE STUDY

The purpose of this study is to 

examine the extent to which the NIDB 

has contributed to the execution of 

viable and socially desirable industrial 

development projects in the country. It is 

also aimed at identifying any obstacles 

of industrial progress despite the fact 

that the government has spent a lot in 

financing projects through the NIDB. It 

would also be understood whether this 

problem of industrial growth is as a 

result of a poor financial system of the 

government or poor management of the 

NIDB or the fault of the beneficiaries and 

executors of the projects financed by the 

government through the Nigerian 

Industrial Development Bank (NIDB).

2.0 LITERATURE REVIEW

In a recent conference of 

development bankers of which NIDB is 

included, the relation between the levels 

of economic development bank 

promotion activities was analyzed. In 

the view of the bankers. ?Promotional 

activities tender in general to reflect the 

level of economic development in the 

country concerned. Those who were 

most reluctant to take the lead in 

promoting enterprise were from 

countries in which there was already a 
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large and active entrepreneurial class. 

While those that stressed most 

vigorously the need for promotional 

activities came from countries where 

investment opportunities were 

conspicuously absent or were hard to 

convince of the merit of new proposals 

in new fields.

But it should be noted however 

that the bank could create only limited 

increment in the demand for industrial 

capital through promotional activities. 

This is because while it is true that the 

bank is designed to influence economic 

development of which industrial 

development is only a component 

course as a result of the convergence of 

many kinds of institutions and activities 

on tangible and intangible.

The development bank therefore 

is only an institutions and its success in 

performing the functions and achieving 

the goals for which it was established is 

constrained by the interaction of all 

development forces on the economy in 

which it operates. Thus, failure on the 

part of the bank to promote and finance 

viable industrial units may be attributed 

to the bank itself i.e. to it's management, 

its policies or its organizations. But 

failure may also be due to the economic 

environment in which it functions. 

Development bank therefore is only an 

institutions an its success in performing 

the functions and achieving the goals for 

which it was established is constrained 

by the interaction of all development 

forces on the economy in which it 

operate. Thus, failure on the part of the 

bank to promote and finance viable 

industrial units may be attributed to the 

bank itself i.e. to it's management, its 

policies for its organizations. But failure 

may also be due to the economic 

environment in which it functions. 

Development Banking, is suggested, is 

neither so narrow in scope as to be 

limited to institutions financing profit 

oriented Private Sector investment 

project only, nor so broad as to be a 

general channel through which funds 

are directed to any development 

oriented project or programme.

2.2 DEFINITIO N O F 

DEVELOPMENT BANK

Development Banks are 

institutions established for the purpose 

of providing long-term finance or 

development. Examples are the 

Nigerian industrial Development Bank 

(NIDB), Nigerian Agricultural 

Cooperative Bank (NACB), and the 

Nigerian Bank for Commerce and 

Industry (NBCI). They do not accept 

deposits from the pubic and are usually 

owned by the government.

A number of these banks or 

development financing institutions were 

established with the assistance of the 

World Bank and they enjoy a lot of 

financial support from the World Bank in 

term of the provision of loadable funds. 

Development Banks are also involved in 

innovation and creativity William 
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Diamond asserted that the two essential 

functions of financial institutions are the 

mobilization of savings and their 

allocation Development Banks, 

according to Joseph H. Kane, functions 

between these views (i.e. the narrow 

and broad views). Hence he suggested 

that a development bank be defined as 

?a financial intermediary applying 

medium and long-term funds to 

bankable economic development 

projects and providing related services. 

The main consideration in selecting 

projects for financing is that the bank is 

able to revolve its funds without any 

problems In their book, Development 

Banking in Africa. H Harlander and D. 

Mezger pointed out that ?nothing as 

been gained merely by stating that a 

development bank is a special type 

institution for promoting economic 

development. This is because, such 

institution vary in type as widely as 

interpretations of the concept of 

development?. Although they did not 

give any definition of their own they 

indicated the choice many authors to 

offer a ?functional? definition in line with 

World Bank routine description of a 

development bank as ?an institution 

whose principal function is to provide 

medium and long-term capital to 

productive enterprises in developing 

economies?. This definition according 

to the Harlander and Mezger over 

emphasizes the financial aspect and 

forget the developmental and 

catalytically functions, which in many 

cases are even move important than the 

mere provision of=f funds. This is 

especially so in African where the critical 

shortage of both viable projects and 

entrepreneurial skills is the main 

bottleneck in the development of most 

countries. Thus most African 

development institution offer technical, 

financial and management consulting 

services at all stage of the project. Thus, 

industrial development banks, as 

financial intermediaries are concerned 

with stimulating economic development 

through project financing by way of 

lending funds, occasional equity 

participation and offer counseling 

services. The development banks are 

therefore one of the sizable numbers of 

institutions involved in financing and/or 

development activities. Invest made by 

other institution like Commercial Banks 

savings institutions, insurance 

companies, etc. are only to have a 

supportive effect, directly on economic 

development. This is to be expected in 

the context of developing economies. In 

his book, money and Banking I Africa, 

J.K. Onoh identified industrial 

Development Bank as one that provides 

long-term loans for the acquisition of 

productive industrial assets. He said an 

important function of a development 

bank is to advice different types of 

securities with different maturity periods. 

A development bank, he said, is an 

?indispensable institution for a country 
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whose government is bent on 

indigenizing its economic base? many 

African countries, according to Onoh, 

established development banks to 

finance industrial projects out of their 

desire to promote rapid economic 

development and to be self reliant in 

industrial output. ?This desire was 

identified as sequel to the belief by 

African countries that industrialization 

and technological acquisition will 

enhance their political status in world 

affairs. This is because international 

experience since the 1960s firmly 

suggests that the degree of nation's 

political and economic influence in world 

affairs is directly proportional to its 

industrial and technological 

concentration?. Thus, African countries 

in order to narrow the industrial and 

technological gap between the 

developing and developed countries, 

adopted industrialization as a major 

priority and even overzealously pursued 

to the detriment of agriculture.

2.1 INDUSTRIAL DEVELOPMENT IN 

THE DEVELOPING ECONOMY

The area for industrial 

development many initially be small 

compared to other sectors in a total 

development program. However, it is 

bound to be important because, if it is 

sound a large and significant part of an 

expended argued that the base of 

economic development in general and 

industrial development in particular is 

heavy industry and that this base must 

be created first, even at great sacrifice. 

This notion is largely founded on the 

idea that heavy industry is essential to 

support other industries.

The field of industrial 

development is too often thought of as 

being a homogenous grap-bag from 

which a country can take one thing or 

another quite indiscriminately and get 

something worth living. Actually the 

opposite is true. Industrial development 

possibilities are beyond number, but the 

economic value of possible industrial 

project ranges from a high plus to a very 

low minus. Generally, it is cheaper for 

them to import need product for heavy 

industry from his industrialized 

countries, which can make them 

economically to a wide market. The 

most logical way to find new areas for 

industrial development is to look for 

projects will process further and thereby 

increase the value of agricultural, 

mining and timber products already 

being produced for export.

RESEARCH METHODOLOGY

Secondary method of data 

collection is used for the purpose of this 

research. (internet, text books and 

journals).The analysis will equally 

involve theoretical statement, that is to 

say; base on the data collected from the 

internet, textbooks and journals we can 

say the analysis conducted has shown 

that government and business efforts 

towards  upgrading Industries in Nigeria 

is at minimal. It is not arguable that 
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Nigerian Government and Business 

have put a lot of efforts and to upgrade 

Industries.

CO NCLUSIO N AND 

RECOMMENDATION

This part summarizes the 

importance of features of the research 

as presented in the previous parts. This 

is strictly on industrial Development 

Financing in Nigeria with specific 

reference to Nigeria industrial 

Development Bank Limited (NIDB).

First part of this work (study) 

presented the introduction of the topics. 

The establishment of Central Bank of 

Nigeria (CBN) by the Federal 

Government and the problems that led 

to the creation of development banks 

were highlighted. The necessities for 

these industrial financing systems 

arouse from scarcity of funds for 

investment suffered by investors, lack of 

managerial skills in investors. The 

fundamental objectives for setting up 

these banks were to fill the 'gap' created 

in the financial system, where there are 

only commercial banks and central 

bank.This further led to the 

establishment of the NIDB Ltd. Which 

the government uses in promoting 

industrialization. But for more than 27 

years after establishment, the Nigerian 

economy is still referred to as agrarian. It 

is the continued reference to it as 

agrarian that promoted the research so 

as to ascertain whether the Nigerian 

economy has experienced any 

appreciable industrial growth since the 

establishment of the NIDB in 1964 and 

to also identify any log in the wheel of 

industrial progress of the nation so as to 

proffer possible solutions.
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