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Despite an enormous endowment of mineral wealth, 
poverty is still high in Africa and economic and social 
development is at a low level. It is widely believed 
that Africa possesses sufficient natural resources to 
transform its economies. Yet, this transformation has 
not happened after several decades of resource ex-
ploitation – a situation that experts refer to as ‘re-
source curse’. This implies that Africa’s rich natural 
resource endowment is in fact its problem. There has 
been an endless debate on the possible options for 
resource-rich poor countries to overcome or avoid 
the ‘resource curse’. One of such options is the policy 
of placing a ban on the exportation of raw minerals 
as a means of stimulating the transformation from 
a producer of raw materials to a manufacturer and 
exporter of high value products, an example of which 
is the mineral export ban recently introduced by 
Indonesia. Of course, the fact that Africa has little 
to show for several decades of mineral exploitation, 
suggests that at least ‘business cannot continue as 
usual’. Drastic changes to the status quo are required 
if different and positive results are to be expected. Is 
an export ban a good option? 

The path to industrial transformation is not an easy 
one for countries. Exporting raw unprocessed materi-
als is the lowest rung of the development ladder. 
Countries want to be producing more value added by 
doing more work within their territories. However, 
the options have become even far more limited in the 
21st century than ever before. Africa, particularly, is 
at a disadvantage because some options that were 

hitherto practicable can hardly be contemplated due 
to prevailing realities both in the domestic context 
and in the international arena. While mineral export 
ban can yield positive results and set a country in the 
path to industrial transformation, it can also disrupt 
the economy if appropriate measures are not put in 
place. Considering that export ban policy only yields 
most of its benefits in the medium to long term, short 
term consequences such as unemployment and trade 
deficit can be devastating to the economy. For transi-
tional economies in the sub Saharan, it is even more 
complex. For instance, in Indonesia the mineral ex-
port ban has already led to 30,000 mine workers be-
ing laid-off as mines cut back production. Ultimately, 
if the ban is fully implemented, it is estimated that 
about 800,000 jobs could be at risk. 

Nigerian experiences 

There are numerous lessons from similar past poli-
cies for African countries. Nigeria, for instance, has 
tried indigenization policy, import substitution, 
structural adjustment policy, all aimed at stimulating 
local manufacturing and industrial growth. The re-
sults of such policies were at best marginal. This sug-
gests that there are fundamental problems that need 
to be fixed and without which these problems remain 
merely cosmetic measures. In 1979, for instance, the 
Nigerian government under the military regime of 
General Olusegun Obasanjo decreed what the regime 
called the Nigerian indigenisation policy. The policy 
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sought to transfer ownership and management of key 
sectors of Nigerian economy from foreign investors 
to full control of Nigerians. The development forced 
many companies to fold up, many investors left 
Nigeria at that time. There was also reduced inflow of 
foreign capital investments into the country, expan-
sion of businesses in key sectors like oil, gas, mining, 
agriculture and manufacturing were equally stalled. 
It led to frosty economic relations between Nigeria 
and her major trading partners. However, when Gen-
eral Obasanjo had another opportunity to become 
President of Nigeria (1999-2007) he embraced the 
policy on privatisation and commercialisation in ap-
parent recognition of the failure of the indigenisation 
policy. In 2013, eight years after Obasanjo left office, 
and in apparent celebration of the gains of privatisa-
tion and free market driven economy implemented 
by his administration in key areas like Nigeria’s 
telecommunications industry, President Obasanjo 
publicly expressed regrets over the indigenisation 
policy. In his words “as a military head of state, I im-
plemented indigenisation policy thinking that it was 
the best way to manage the Nigerian economy, but 
it did not work.  When I had another opportunity as 
President, I became an apostle of privatisation, free 
market economy and I hope other leaders will learn 
from my mistakes.”

Earlier, in 1986, the General Ibrahim Babangida led 
government in Nigeria initiated another economic 
reform policy called the Structural Adjustment 
Programme (SAP).  The goal was to reduce Nigeria’s 
dependence on foreign investments by building the 
capacity of indigenous manpower to maximally uti-
lise local raw materials to grow the economy. At that 
time, Nigeria had an external debt of over $17 billion 
with a rising service ratio of about 5% to contend 
with. The economy was also faced with rampaging 
21% inflation rate, 24% unemployment rate as well as 
poor capacity utilisation. In spite of government sus-
tained campaign in favour of the policy, the Nigerian 
people resisted the military through mass protest 
across the country. 

In a similar direction, the Nigerian government 
has also experimented using an economic policy of 
import substitution industrialization. The focus was 
to replace foreign imports with domestic produc-
tion. The policy was also based on the premise that a 
country should attempt to reduce its foreign depend-
ency through the local manufacturing of industrial-
ized products. It was equally designed to promote 
Nigeria’s competitive advantage in the production of 
certain goods and services in Africa. But the authors 
of the policy failed to provide information on how 
this policy would contribute to an overall economic 
growth – based on measurable improvements in hu-

man development index. The issues of job creation, 
improvement in urban and rural poverty, provision 
of reliable power supply, reconstruction of roads 
infrastructure, health institution, access to education, 
clean water, security of life and property are critical 
success factors that Nigerians want to see in terms of 
impact.

Critical challenges to be addressed

First, there is a problem of weak institutions that 
needs to be addressed. This means that the institu-
tions we have for governance and for organising our 
societies and systems are not sufficient to guarantee 
the rate of development and quality of life that we 
desire. The weak institutions include the civil service, 
the legislature, and the judiciary. There are also 
poor linkages between the public and private sector 
in terms of policy formulation and implementation 
which result in frequent policy reversals. Address-
ing the issue of weak institutions should be made a 
critical starting point. However, there needs to be  
realized, that this problem will require quite a lot 
of time and resources to be fixed. It involves plenty 
more of ‘software’ than ‘hardware’ work. Sustain-
able development is not just about building roads 
and bridges, hospitals, schools, etc. It is about re-
orienting the minds and the attitudes of the human 
beings who would use this infrastructure and build 
the institutions. There is a need to develop transpar-
ent and equitable institutions that can guarantee 
an optimal exploitation of resource for broad-based 
sustainable growth and socio-economic development. 
The institutions should be geared towards integrating 
resource exploitation into broader social, economic, 
and developmental processes ensuring win-win out-
comes for all stakeholders.

Second, Africa desperately needs to attract foreign 
direct investment (FDI) in order to achieve its devel-
opmental objectives. There is a need for creative and 
innovative thinking in order to fashion suitable and 
effective policy option combinations. This innovative 
option should be home grown and should address 
directly the contextual issues that are peculiar to the 
continent, i.e. solving Africa’s problems with African 
solutions. This does not suggest that Africa can-
not learn from the western or industrialised world. 
Rather it calls for a need to be aware of the strate-
gies employed by the West, but with a flexibility that 
recognises adaptation needs as paramount and not a 
‘copy and paste’ strategy.

Third, most African economies are raw material 
export-dependent. In Nigeria for instance, the oil and 
gas sector accounts for 41.8 % of GDP as at 2011. As 
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extractive revenues required by the media and the 
civil society to hold government and companies ac-
countable.  

2. The Petroleum Industry Bill (PIB)

The PIB proposes reforms that are expected to form 
the nucleus of Nigeria’s aspiration to become one of 
the most industrialized nations in the world by the 
year 2020. 

The proposed legislation was therefore designed 
to strengthen the capacity of indigenous Nigerian 
companies in the oil and gas sector to compete 
with international oil companies in the search and 
acquisition of hydrocarbons in Nigeria. It should lay 
the foundation for a dynamic policy framework for 
massive reforms in the oil and gas industry. The PIB 
reflects many of the proposals contained in the Africa 
Mining Vision (AMV). The next step is to put in place 
a similar bill to draw attention to the Mining sec-
tor. Although the bill is yet to be passed, the public 
awareness and clamour it has generated is an indica-
tion that change is only a matter of time. However, 
it is imperative that a bill of such high significance 
requires adequate consideration of all the interests 
concerned. It needs an atmosphere that promotes the 
participation of multiple stakeholders including civil 
society and private sector actors.

3. Local Content Legislation

No country wants ‘investment’ from foreigners that 
is only going to exploit their raw materials and bring 
little real benefit. When foreign companies engage 
in mining they are doing so in order to take natural 
resources to benefit their own company and country 
and not the country they are ‘investing’ in. Moreo-
ver many of the best paid workers will be brought 
in from outside further reducing the benefit to the 
economy. 

One way to ensure that resources contribute to 
sustainable economic development is to ensure 
that foreign companies consciously recognise and 
implement the need to contribute to the growth and 
development of the local economy. The Nigerian Oil 
and Gas Industry Development Act (NOGICD Act) 
was passed to regulate and guide the implementa-
tion of local content in the Nigeria oil and gas sector. 
The Act is a deliberate strategy to ensure that there 
is value creation or addition in the Nigeria economy, 
development of capacity and the utilisation of Nigeria 
human and material resources and services. This 
policy is being currently contemplated for other sec-
tors of the economy following its success in the oil 
and gas sector.

a result of Nigeria’s dependence and a plan by the 
government to raise the percentage of export to GDP, 
a $2 billion Export Expansion Grant to incentivize 
the sector was floated. 

Three ways of fostering transparent 
and equitable institutions

1. The Nigerian Extractive Industries Transparency  
    Initiative (NEITI)

Since the current democratic dispensation, the 
Nigerian government has been working on reform-
ing institutions. In 2004, there was a renewed focus 
on increasing transparency of the oil and gas sector. 
Nigeria seized the opportunity of signing up to the 
global Extractive Industries Transparency Initiative 
(EITI) to establish a mechanism for improving trans-
parency in the management of the oil and gas sector. 

Before Nigeria signed up, information about rev-
enue flows which account for over 90% of Nigeria’s 
revenues were restricted and an exclusive preserve 
of the privileged few. Nigerians had no information 
about quantity of crude produced or sold, revenues 
earned and what it was used for. All attention was 
on oil and gas little or no attention paid to mining in 
spite of the huge potential for investment. 

Since inception, NEITI has produced four audit 
reports covering a period of 13 years from 1999. The 
reports show that Nigeria earned a total sum of $414 
billion in the 13 years covered by the audits. The au-
dits have found differences between what companies 
claimed they paid to government and what govern-
ment declared that it received. This includes under 
payments, under assessments in royalty, signature 
bonuses, equity crude sales, taxes etc.   As a result of 
NEITI’s interventions, there was a public disclosure 
of $9.7 billion being the difference between what 
companies claimed they paid and what government 
declared it received. From this amount about $2.4 
billion has so far been recovered. What is however 
more significant is that the audits also uncover 
process and institutional gaps that need to be fixed 
to ensure that the country earns maximum benefits 
from resource extraction. NEITI is at a phase where 
it is dedicating considerable efforts towards ensuring 
that the gaps are remedied. 

NEITI operations over the years have succeeded in 
opening up the hitherto opaque oil and gas sector to 
wider public knowledge and exposed the sector to 
greater scrutiny by the public. There is now in the 
public domain accurate information and data on 
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as well as key social and economic agents to ensure 
equity, transparency  and accountability.  The devel-
opmental state must play a central role in resource 
governance, allocation and utilisation. It should also 
guarantee efficient coordination of crucial activities 
that promote competition, plurality of choice and the 
greatest good for the greatest number.

Conclusion

The key challenge most resource-rich countries in 
Africa, especially Nigeria, are facing is how to evolve 
quality institutions that should form the background 
to policy making and implementation. Only strong 
institutions can help check the increasing rate of cor-
ruption and poor governance of extractive revenues. 

African countries need to focus on evolving what has 
been referred to as a “developmental state” – a state 
that provides leadership and guidance in construct-
ing a comprehensive development framework that 
guarantees incentives and sanctions. Thus, economic 
agents who meet targets are rewarded and those who 
fail are penalized. Incentives for good conduct and 
sanctions for bad behaviour are clear lines that dif-
ferentiate developed and developing nations. 

The developmental state which I advocate, includes 
a state that recognizes that development policy 
requires dialogue between state and non-state actors 
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