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THE POLITICO~-ECONOMIC POSITICN OF MULTINATIONAL
CORPORATIONS: A NIGERIAN EXAMPLE

INTRCDUCTICN

The significance of multinaticnal corporation in the world
economic and political order is now universally appreciated, DNames
like ITT, General Motors, IBM, Ford Motors, Shell, ICI, Unilever
(or UAC) Dunlop and even Lonrho are symbols not only of economic
power but of political influence, The ever growing power of these
internstional firms has led to anxieties, particularly in developing
countries, on their implications for national sovereignty., It is
generally argued that the economic power of multinational firms is
4 serious constraint on economic independence of most developing
countries, In this connexion 1nternat10nal firms are regarded as

neo-colonialiste and a hinderance to:eal socio-economic development, —/

The other view of multinational corporation is that it brings the
virious world economies closer together by exporting technological
and managerial know-how to areas where they are most needed, Thus
it has been argued that '"the international corporation has been a key
factor in the virtual eliminaticn of the so-called technological
gaps indeed, the best way to establish guch a gap would be to resirict

. : - 2
international investment!,

Discussion of multinaticnal corporations has always taken place
within the framework of these too opposing views, These views de—
pend on the conception of "development", If this is taken to mean
emancipation from economic dependence, then one is likely to view the

multinational ccrporation as a barrier to development., On the otler

hand if the view of development is mainly in terms of GDP, and per
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capita income, then multinaticnal corporations are likely to be re-
garded as indispeunsable agents of development, As a result of this
fixation with national development, discussion of multinational cor-
porations is always pitched at the national level -~ particularly the
relationship of multinational corporaticns with national governments,
The power of multinational corporations is then always meapured in
terms of the size of investments controlled in the economy and the

influence it can exert on governmental decisions,

This paper discusses a single project - a cement factory -
jointly owned by a state government and two multinational corpora-

tions, in order to highlight the actual working of multinational

corvorations, Admittedly, generalization cannot be based on a single
cuse, but my intention is not to generalize, but to describe real
situation at a level that it is too often neglected - local community and
state level - when digcussing multipational corporations, One of the ob-
jectives of this paper is to show the developmént process of tho cemcnt
conpany and how the multinaticmal corporations involved in this projec”
have achived a politico-economic position that ensures their indispenso-

bility for some time tc¢ come,

In Section I, I discuss the origin and structure of the cement i
company and the relationships among the partners., I draw out the
implications of the Agreement which defines the roles and responsi- |
bilities of each partner, Some of the issues that divide and unite
the partners are discussed and the way in which they are related to
situaticn in the factory, The marketing system of the company is
discussed in Section ITI to emphasize the way in which influential
Nigerians at varicus‘decision—making centres are used. Section IIT
draws out certain implications from this case-study to highlight
che préblems of development which arises from the roles of multina-

tional corperation in a developing economy,
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I;

The possibility of manufacturing cement in Western Nigeria
was first considered by the Western Region Development Production
Board, (now the Western Nigeria Development Corporation, W.XN.D.C.)
in August 1954.5/ It was at this point in time that the Western
Development Corporation (W,N,D.C,) first approached the Associated
Portland Cement Manufacturers of Great Britain (4,P,C.M,)., Discus-
sions were at first abortive on account of disagreement regarding
capital participation, However, negotiations were reopened later
in that year, and an agreement covering a geological sﬁr%ey and
paving the way for the creation of an operating company - provided

the sufvey results warranted it - was eventually signed in June,

1955.

In August 1955 two officials of the Associated Portland Cement
Manufacturers (A,P,C.N,) visited certain areas of the Western Region
(now Western State of Nigeria where limestone was known or belicved
to exist in large quantities., One of these officials recommended
that the search be initially restricted to the Ilaro area because
of its proximity to road and rail cémmunioations. And in March,
1956, indications of vast quantities of limestone were found, These
indications were subsequently proved, and t-7o !'Special Exclusive
Prospecting Licences' were taken out, Geological work then began,

to ascertain the quantity and quality of the deposits,

x Throughout this section, I shall quote from certain letters and

documents available to me without giving the sources, because
these were private documents. The quotations should therefore
be seen as field data.
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Following on the good results being obtained by the A,P,C.HM,
geologists, negotiations were started for the establishment of a
factory with a rated capacity of 100,000 tons per annum and costing
£2,5 million, And in December, 1956, the possibility of raising the
rated capacity from 100,000 to 200,000 tons was discussed and later
aprroved, The proposal was to cost &4 1/2 million,

A company to operate the factory was eventually formed and in-
corporated on 26th February, 1959, with a share captial of £3 million,
The company was named The West African Portland Cement Company Limited
(W.A,P.C.C,), The shareholders are: Associated Portland Cement
Manufacturers of Great Britain, (A.P.C.M,), with 51 per cent of
the sharesy the Western Nigeria Development Corporation (W,¥,D,C,)
with 39 per cents and the United Africa Company (U.A,C,) with 10
per cent, Building started in 1959 and the factory was officially
opened on Saturday 3rd December, 1960,

A diagramatic representation of the relationships betveenlthe
West African Portland Cement Company Limited (%.4,P.C.C.), the
Western Nigerian Development Corporation (W.N.D.C.) and the Western
State Government is given below, It is importunt to understand
their relationship in order to apireciate some of the processes

discussed later in this section,

A, The Western State Government set up W.N.D.C, as a semi-autonomous
body to handle industrial and agricultural development throughout
the Western State, W.N,D.C. is a profit-making corporation, whose

initial capital was provided by the Wostern State government,

B, The W.N.D,C, invited A,P.C.M, to participate in establishing a
cement factory. A,P,C.M, suggested that the United Africa Company

(U.A.C.) be invited as a partner because of U,A.C.'s long experience
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in industrial and commercial enterprises in Nigeria, This suggertion

was accepted by W.N.D.C. and so we come to situation C.
C. The three became partners in the cement company,

D, The West African Portland Cement Company Limited (W,A.P,C.ﬁ.)
was formed by the three partnerss W,N.D.C., 4,P.C.M., and U.A,C,
The head office of the company is in Lagos where the general adminis—

tration of the company and the sales of the cement take place,

By The cement factory is situated at Ewekoro and is owned by the

Heh PO, C,

In a joint venture of this nature, allocation of roles is neces-
sary for the efficient operation of the enterprise, It is also @
required by law before the company can be registered, Allocation |
of roles was particularly necessary in this situation because each
of the three partrers is itself subject to a higher authority, W.Ii.D.C.
is responsible to the Western State Governments U,A,C, is an associated
company of Unilever whose headquarters is in Zondon; and A,P,C.M, is
also a branch of a large firm with headjuarters in London (Blue

Circle Group).

An agreement between the partners was signed in London in Ky,
1957. The part of the agreement rélevént for my analysis is that
which allocated different roles and responsibilities to the partrers.
Under the agreement, A,P.C,M, was to arrange for the planning and
supervision of the construction of the factory, as well as for any
possible subsequent additicns or extensions to its it was to provide
all necessary engineering and technical services in connection with
the' construction of the factory and of any additions or extensions
vo ity it was to be responsible for the acquisition and technical

control of raw materials and the manufacture of cement and cement

productsy it was to provide a general manager for the cement 6oﬁpany
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THE REL.TICVNSHIP BETWEEN THE GOVERNMENT,

H.N.D.,C, AND THE ceMENT COMPANY

WESTERN STATE GOVERNMENT
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THE CEMENT FACTORY

- Western Nigeria Development Corporation,

- Asgociated Portland Cement Manufacturers

of Great Britain,

— United Africa Company,

- West African Portland Cement Comnany

U,A.C,




either by secondment (from A.P,C.M, in the U,K.) or by direct

recruitment, and to reoruit all other technical staff, whether su-
pervisory or atherwise, necessary for the efficient operation of

the factory,

W.N,D.C, was to arrange for the company to secure from the
Federal Government of Nigeria the rights to mine and quarrys to give
advice on mining rights and rights to geind clinker, and on relations

with the governments of the federation,

U.A.C, was to establish commercial and administrative divisions
under the control of a Commercial General Manager who was to be pro-y
vided by U.A.C.3 it was to advise on commercial, accountancy, legal
and secretariat matters; it was to provide - either by sec.ndment or
recruitment - a Commercial General Manager for the Cement Company as
well as all other non-technical staff deemed necessary or desirablej
it was to purchase all goods required by the commercial and adminig—
trative divisions of the companys and it was to purchase goods for

the technical division when required to do so,

The agreement also provided for 4,P,C,M, to appoint three
directors, one of whom would be the managing directors for W.¥.D,C,

to appoint two directorss and for U,A,C, to appoint one director

who was to be the commercial director (Commercial Gensral Manager).

Some of the main implications of this agreement were as follows.
Firstly, it prevented W,N.D.C., from exercising any influence on
recruitment which was to be entirely sharcd by A,P.C,M, and U,A,C.

In a way this violated the expectations of the government and the
public that W.N,D.C. was created to provide employment for Nigerians,
Secondly, the agreements prevented W.N.D.C. from taking part in the
purchase of materials for the'company in which it was the second

largest shareholder, While it was incumbent on A.,P.C.M. to purchase

+
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technical equipment, U,A,C, had the responsibility to purchase

all goods required by the commercial and administrative divisions.
Thirdly, neither of the two directors representing W.N,D.C, was to
have a post in the company, whereas one of A,P,C.lM,'s nominated
directors was to be the managing director, and the one nominee fror
U.A,C, was to be the commercial director, TFourthly, the functions

of W,N,D,C, were ones which reflected its awkard position, For
example, it had consistently supported the applications of the manage-
ment of the W,A,P.C.C. to the government for employing expatriates

in the cement factory in accordance with the duty assigned it in the
agreements, But one of the primary purpcses for which W,N,D.C. was
éstablished was to provide employment for Nigerians, If, however,
W.N.D.C. was to oppose the recruitment of expatriates into the cement
factory, it would be secen by the other partners zs failing in its
duty and hindering the progress of the company. TFor the recruitment
of the expatriates was often justified by the other partners on the
grounds that this was necessary for the efficient operation of the
factory, as the expatriates recruited were men of high skill not
availablec locally.é/ W;N.D.C. has consistenly opposed the govermnments
in its proposal to have another cement factory by another company in
Western State, Why did W,N.D.C. oppose the government on this issue?
W.N.D.C, was established to foster economic development through in-
dustrial and agricultural projects, it was also expected by the goveri-
ment to be a profit-making and self-supporting corporation, But it
was not given the monopoly for establishing industrial and agricul-
tural projecte in the state, (Other agencies and individuals cou.rd
set up industrial projects). W.N.D.C, was therefore not protected
from competition, Like any other business concern, it has to dis-
courage competition, And since the cement factory'is one of the

most profitable enterprises in which W.N,D.C, participates, it has

to protect it from competition, W.N,D.C, has thus had to redefine

its primary objective as being to make profit, even if this means
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oprosing the establishment of another factory by ancther company
which might well be profitable, The opposition of W.N.D.C. to the
establishment of another cement factory is thus understandable in
terms of its interest, but in relation to the prupose for which

it was established, its position is anomalous,

On one occasion W,N.D.C, had to defend W,4,P.C,C, from & charge

of having a "monopolistic tendency" in the following words:

"e do not feel that the case of monopoly has been es-

tablished against the company.....it wlll be better for

our exletlng company to expand as market dictates than to

set up a rival company in this State, New programmes of

expansion are at present being studied by the Board of

Directors," I/ _ |

The position and functicns of W,N,D,C, described above were
sources of dissatisfaction to its perscnnel, The nature of this
dissatisfaction can be readily appreciated if we analyze certain
contentious issues among the partners, The higher management
structure of the cement company is depicted below as background
to understanding the issues and the relation of W.N.D.C. to the

other two partners,

The first issue is Nigerianisation.g/ It is the policy of all

the governments in Nigeria whenever practicable to replace expatriates
with Nigerians in all spheres of employment as quickly as possible,

In spheres of employment controlled directly by the federal and

state governments — the civil service and the statutory corporations -
TVigerianisation was virtually complete by the time of this study.

But in foreign-owned commercial and industrial enterprises, Nigeriani-
sation is largely controlled by the expatriate owners, though the
zovernment imposes indirect control by limiting the number of expatri-

2t 8 allowed into the country, A foreign-owvned company has to show
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that there are no qualified Nigerians to fill a particular post
tefore it is alloﬁed to recruit expatriates. As mentioned earlier,
it P31t fo H.N.ﬁ.c. to show that there were no qualified Nigerians
berore supporting applioatiuhs?%y the cement company (¥.4,P.C,C,)
for the employment of expatriates, On one occasion, W,N,D.C. wrote
to the government explaining that a charge of anti-Nigerianisation
levelled against the cement company (W.A.P.C.C.) was not justified.
"Nigerianisation in the Company (W.n.P;C.C.) seem slow on account

of the technioal nature of their operations, W.N.D.C,'s (nomiznat.d)

directors (in W,4,P,C.C,) are looking into it".

Yet it was on the wvery issue of Nigerianisation that W,N.D.C,
constantly quarrelléd with A.P,C.,M, and U,4,C, On another occasion
7,N.D.C, wrote to A,P,C.M, suggesting the appointmeht of a Nigerian
as a Deputy Managing Director, but A,P,.C,M. replied in the following

termss

"The senior-managerial set-up in the Company consists of
iaew’ (See Diagram 2), In this set-up we are afraid there
would simply be nothing for a deputy managing director

'bO dO" -

4.P,C.M, then went on to make an alternative .proposal, at wvhich point

the process of bargaining began:

"The present Secretary/Accountant, an expatriate official
seconded by the United Africa Company, is due to retire in
eeey and our suggestion is that he should be replaced by

an Nigerian, T»o this extent the United Africa Company are
agreeable to release one of their Nigerian officials who,
it ‘is considered, would be suitable to take up the appoint-
ment, and we on our part would provide him with an initial
period of training in the United Kingdom....."
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DIAGRAM 2

TOP MANAGEMENT STRUCTL. ARG, 0, LT,

THE BOARD OF DIRECTORS (SIX MEMBERS)

(4.P,C.M, - 3) (W.N.D.C. - 2) (U.4.Co = 1)

{ | CHATRMAN/MANAGING DIRECTOR A,P,C.M,
|| commrerar prrucTOR U.haCe
{__| WORKS MANAGER A,P,C.M,

/\ SECRETARY /ACCOUNTANT A0,

I ~ Expatriate

A ~ Nigerian
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A,P,C.M, then concluded;

"We hope you will feel that these proposals, within the
present framework, are further evidence of the acceptance
by the sponsors of the Company of the principle of
Nigerianisation, We are confident that in the course of
time it will be possible to proceed further with the

3 implementation of this policy but I am sure you will
agree that in the case of this Company, which is still
of recent origin, and which is operating an industry en—
tirely new to Western Region and is still expanding, it
would be unwise and, in fact, detrimental to the interests
of all concerned, including Nigerians, to proceed with
undue haste",

¥,N.D.C, then replied suggesting that the 'schedule of the exe-
cative hierarchy' be alterad so as to allow the managing director

to gradually pass some of his responsibilities to the deputys

"Tt is our understanding that Nigerians will take over the
management of the company eventually and we therefore fecl
that the time has come when a deputy managing director should
be appointed who would understudy the managing director, Un-—
less concrete steps are taken to train and groom a Wigerian
as deputy managing director, it will be difficult to find

a suitable Nigerian to take over as managing director."

Although W,N,D,C, insisted on having a deputy managing director,
it accepted the alternative proposal to appoint a Nigerian as the
Secretary/Accountant. On the other hand, W.N,D.C., rejected the
idea that U,A,C, should nominate the Gecretary/nccountant on tho
grounds that a substantial number of U,A,C,'s staff have alrcady
been released to work in the Cement Company, whereas none of W.N,D.C,'s

staff had been asked to work there,
A,P,CM, gave a final reply, which was also the final decisions

"Apart from the fact that there weculd be little for him to
do, both A,P.C.}M. and U.A,C, are of the opinion that it
would be injudicious to introduce someone, irrespective of



nationality, as a deputy managing director, without his
having had considerable rpractical expsrience over the

years of the cement industry, I think it will be agreed
on all sides that considerable progress has already been
made in the implimentations of the policy of Nigeriansetior
and I am sure the partners will proceed with this policy
#ith due regard to the prosperity and -elfure of the Com iy,
of whose record I feel we can all be justifiably proud.
This, I would suggest, is in keeping with the spirit

(my emphasis) of the Agreement into which the partners er—
tered when they decided to set up the Vest African
Portland Cement Co. Ltd,",

In regard to the appointment of a Nigerian Secretary/hccountant,
A.P,C.M, reminded W.N.D.C. that under the Agreement, it was the
duty of the U,A,C, to provide the necessary administrative staff
either by secondment from U.A,.C, itself, or by direct appointment
nade by U.A,C, on behalf of the cement company.ig/ In the ond
nc deputy managing director was appointed, and the Nigerian secre—

tary/accountant appointed was U,4.C,'s nominee, *

A sccond major disagreement over Nigerianisation arose out of
.N,D.C.'s suggestion to the Chairman of the W,A.P.C.C. that the

serent company should appoint "an indigenocus auditor" to work with

tas firm of expatriate auditors. The Chairman of W.A,P,.C.C. discussed

the issue with the firm of expatriate auditors who re jected the idea
for the following stated reasons: that their audit did not lend
itself to a division of workj; that the combined fee for joint avdii-
ship would almost certainly exceed the fee being charged at the .

time; that their firm has Nigerians below the level of princirslc
and hoped soon to have Nigerians at the level of principal, (In
fect the expatriate auditors were suggesting that they too weroe

Nigerianising their staff),



In writing to W.N,D.C, agreeing with the expatriate auditors,

the Chairman of W,A,P.C.C, said: ".,.it would be unwise and also

unnecessary to bring in an indigenous firm to act jointly."

W.N,D,C., answered rejecting the reasons given by the firm of
expatriate auditors for not wanting to associate with a firm of
Tigerian auditors, W.N.D.C., argued that the auditing work was di-
vigsible and that the fee need not increase since the volume of work

would remain the same,

The chairman of the cement company, in his capacity as A.P.C.l,'s
representative, consulted U,A.C, and both agreed to appoint & firm of
liigerian guditors. W.N.D.C. was informed after the Nigerian auditors were
appointed, W.N.I,C, welcomed the appointment but protested that it
was not consulted before the appointment was actually made, It is
clear that W.W.D.C, would certainly not have nominated the particul==
firm appointed, but it had to accept the joint decision of A,F.C.10,
and U,a,C., since this partially met its demand, These two discgree-
ments over Nigerianisation illustrate the power of multinat:onal
corporation and also the processes of bargaining and negotiation in-

herent in the relationships between the three partners.

Nigerianisation was not mentioned in the Agreement governing +) .
relationship, but it had major national implications which could

have led to the collapse of the cement company if not carefully handled,
Oince the general issuc was not governed by any specific rules, every

specific incident had to be negotiated,

‘Then W,N,D.C, initially raised the issue of Nigerianisation in
& tone that suggested that it had the legal right to do so, it was

rcuinded by the other two partners that such an issue was only "in

22eping with the spirit" of the agreement, Bargaining toock place or
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this basis and A.P,C.M, and U.A.C., agreed to the appointment of a
Nigerian Secretary/Accountant, It was in the interest of A,P.C.M,
and U,A,C, to negotiate because W.N.D.C. had the power to prevent
recruitment of additional expatriates, In pursuing their respective
interests, the partmers had to bargain if their joint relaticnship

was to persist,

There were however situatinns in which bargaining did not take
place, When W,N.D.C, insisted that it should nominate the Secretary/
Accountant, it was reminded that according to the letter of the agree-
ment, it was U,A,C.'s responsibility to appoint an official of that
status, Thus the agreement that was interpreted in its spirit on one
occasion was interpreted in its letter on another, The particular
agreement, and the rules in general, did not in effect specify or
define relationships in any rigid way since the same rules could be
interpreted differently, The rules could therefore be seen as resources
which were subject to continuous negotiation and manipulation according
to the changing way in which the relaticnship between the partners was
perceived, The view taken here is that in a situation of thais type
where relationships are supposedly specified by rules and are there-
fore thought to be predictable, they may in fact be unpredictable and
may not necessarily be either stable or unstable,

The second issue relevant to understanding relations among the
partners is the proposal of the government to establish another ce-
ment'factory "o break the monopolistic tendency" of W.A.,P,C.C. All
the partners were solidly united against the government on this issue,
They argued that on economic grounds it was better to expand the fac-
tory at Ewekoro than to have another factory in the state.ll/ The pe-
culiar position of W.N.D.C. on this issue was previously discussed,
While the partners were divided over Nigerianisation, they were united
in their opposition to the government on its proposal to open another

factory.
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The third issue related to the discipline of workers in the fac—
tory. It was.common for workers disciplined or dismissed to make re—
presentations to W.N,D,C. when they felt they had been treated un-
fairly. O©On each such occasion W,N,D,C, made representations to the
chairman of W,A.P.C,C.,, sometimes asking for explanation of the manage--
ment's action, But W.N.D.C., never succeeded in making W.A,P.C.C.
change a decision, The significant questicns to pose are: Why were
the workers at the time looking to W,W.D,C., for protection? 'Thy di@
W.N.D.C. take on the role of defending the worksrs against its partners?

The answer to the first question seems to be that the workers
thought of W.N.D.C., as the owner of the factory. They perceived
W.N.D.C. as effectively occupying position B in Diagram 1, whereas
the position of W.1.D,C. in relation to the factory is at level C, At
this level W,N,D,C, was less powerful than its other two partners not
only because it did not have the controlling shares, but also because
the responsibilities allocated to it under the agrecement were less
'powerful' than those allocated to the other partners separately and
collectively, The ignorance of the true position of W,N,D.C, on the
part of workers was widespread, and it led them to the belief that
v.,N.D,C, had the power to act in their favour against the management
whom they regarded as 'foreigners'!. Another reason was the relative in-
activity of the trade union at that stage. It was not until early in
1968 that the Union became effective in handling workers'!' grievances,
Yet again, it was not till the middle of 1968 that a personnel depart-

ment was established in the factory,

In this section, I have briefly referred to the history of the
company and especially the way in which the functions of the three
partners had crucial implications tending to set off W.N.D.C, from
other two partners - A,P.C.M, and U,A,C, W.N.D.C, had conflicting

and incompatible roles to perform and this fact initially affected
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its relationship with the other partners, This situation however, is
oredictable from the allocation of functions in the Agreement, the
allocation of functions shows the power of A.,P.C.M, and U.A.C. It
did not appear that W,N.D.C, and thé state government -"hich sets it
up have the power -~ eccnomic or otherwise to confront A,P.C.,M, and
U,A.C, ©Since the preoccupation was with the establishment of a fu-
tory to provide jobs for Nigerians and to produce cement for devel: - -
ment, the government accepted the terms of operation of tiose -

were to provide the capital and technical know-how,

The issue of Higeriahisation which later arose touches on the
problem of economic independence and national sovereignty which ur:
inherent in foreign investment, The sporadic disputes on Nigerianiza-
tion and the ways they were resolved emphasize the power of A.P,C.!7.
and U.,A.C, and their willingness to compromise to achieve their over-—

all cconomic objective.

i o

In this section, the marketing system is discussed to further
wwhasize the way in which the cement company strengthen its positi
e product of the company is sold through about 75 distributors.
tocks are allocated each month to the distributors who then sell this
through A,T.C.'s issued to consumers. The consumers then present tho
A, T.C,'s at the factory or at any of the two depots and collect thei-
stock, The advantage of this system for the cement company is the
it has to deal with only seventy-five or so distributors insteac
the general public., The advantage of the system for the digtrioite
is that they need not store cement physicallys what the distributor:

L

sell is a piece of paper; it is the consumer that pays| the zost "
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h:ansport.lg/ The very high demand for cement, its inadequate supply
5 home and siringent restriction on import, have ensured a very lucra-
tive business for the company and the distribu&ors. The competition
o be a distributor of the company's product is therefore very high,
It is estimated that only about 5 — 104 of those applying for distri-

butorship stand any chance of success,

The way in which the company selects its distributors is the
crucial point for this paper. Although one stipulated condit:or
for being a distributor is a successful business - particularly in
building materials, the selection clearly shows politico-econom.c
considerations at all levels, At the local community level = where
the factory is situated, the distributors are powerful local commurity
leaders - the real decision-makers - whose past and present polifico—
economic roles are known beyond the borders of their local community.
At other parts of the country, the distributors include traditional
rulers, national political figures, current leaders of business, and
relations of wvery highly-placed government functionaries. The other
category of distributors are expatriate firms - some of which are

subsidiaries of U,A,C,

This distribution-arrangement necessarily ensures that the comv-uy
snjoys some amount of goodwill among those who take decisions not only

% the national level but also at the state and community 1evels.12/

What emerges from this paper so far are the ways in which the
cement company has attempted to control its environment. At the incer
tion of this company the other partner (W.H.D.C.) wag given functio
which guarantees the supremacy of A,P.C.M, and U.A.C. Secondly, €
company has always shown willingness to compromise on issues *! e

not really disturb the balance of power among the partners. Phirdlr,

the company has built up tremendous good-will among decision—melro: s

at all levels in the country., The net effect of all these and ths
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efficient management of the factory is the increasing success of tiis
company's profit—wise.i&/ The company has now been authorised ©to

start two new cement projects in the country. When these are completed,
the company will control three of the seven cement factories in Nigeria,

and will account for well over half the total production of cement.
ITT

This section discusses the role of multinational corporations in
the development of African societies within the framework of two ques-—

tions posed for this conference:

(a) Does the provision of capital and transfer of technology re-
duce the dependence of the underdeveloped countries upon the develeped
ones, or it intensifies such a dependence and at the same time in-
creasingly integrates the underdeveloped economics into the world

economic order which is highly uneven?

(b) What are the alternative strategics which African economies

can adopt to confront multinational corporations?

The first question raises the issue of economic independence cf
developing countries, the issue of national sovereignty and the over:ll
objective of economic development, The case described above is har.ly
a sufficient basis for answering the questiong but certain points in
that case study are pertinent to understanding the processes by which
the M,N.C,'s adjust their positions to changing circumstances., Hirst,
it must be admitted that the primary objective of the cement company
is to make profit. In pursuance of this, it establishes a factory
based on modern technology, in an area thit ensures its success., It

D

exploits the eagerness of the state goverunment to have a cement factory
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by securing favorable conditions which ensures success profit-wise and

power-wise, Secondly, in spite of this initial advantages, the cement
company - spearhead by A.P,C.M, and U.A.C. ~ was not complacent about
its position, but it played politice at all levels to maintain its
position, Thirdly, where conflict arose, the company has shown willing-
ness to compromise, All these are indications that the multinational

: : > 1 3 15
corporations change tactice and strategies as situation demands.—i/

In this connection, the issue of economic independence and national
sovereignty of developing countries should also be viewed within a
time-perspective and situationally, There are times when national
sovereignty —ill be traded off - even if the myth of sovereignty is
openly maintained - for pure economic development, and also situations
where national sovereignty tukes precedence over economic development.,
It seems to me that the real problem of development is how to balance

these objectives at appropriate times, The success of developing

countries in this direction depends on a clesar-cut socio-economic oh-
jectives which recognizes the inevitability of international involve-—
ment in development and the need for investment diplomacy, It can

be argued that the ease with which multinational corporations penetrate
developing countties is due inter alia, to lack of specific naticnal
(socio-economic) objectives, Multinational corporations therefore do
not find it difficult to present their own objectives as always in

consonant with national objectives,

Strategies to confront multinational corporations therefore have

to rest primarily on a clearly-defined and articulated sets of objectives.

Since developing countries are technologically and economically power—

less, and have to take account of the existing international environ—

ment, the first option is confrontation on "ideological" basis. By

this it is meant a clear-cut plan as to which direction the developing

countries wish to move, This will mean bargaining from a particular
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nosition, In the absénce of such a clear-cut position and sense of
iirection developing countries are likely to continue to try wvarious
sugures which only make for precarious participation in their econcmy.
such haphazard measures like indigenisation, capital participation,
foreign exchange and profit-repatriation restrictions, nationalistic
company legislations, can only be successful if they are set within a
coherent national objectives. Otherwise some of these piecemeal meci-
sures will run counter to one another, It is perhaps significant thod
the power of multinational corporations in Africa has nct declined

despite various measures mentioned above,

However, a coherent national objective as a means of confrontin
multinational corporations can only be effective if that objective
does not include the belief that multinational corporations are indis=—
pensable means for economic development. The evidence so far points
to such a belief, Official decision-makers tend to rely on multinationcl
corporationg this position is understandable because for a company to
be multinational is a sign of success and it is safer to rely on com~
panies with proven success rather +than on others, This belief in the
indispensability of multinati nal corporations has to change, if, and
only if, it is desirable to curtail their powers. I have already
oointed out that the A,P.C.M,./U.A,C., dominated cement company in
iy eria are soon to start operating two other large projects, The
jucetion is thiss Is it more prudent economically for the same company
1o gtart other cement factories and thereby strengthen that company
(and M.N.C,) than to support another company for the new projects?
This scems to me a choice betwecen two evils, since the other company
is inevitably going to be foreign. Successful confrontation there-

fore is possible only if decision-makers! belief about M,N,C.,'s clirie,



If we accept the view that multinational corporations are part

of the internatiocnal business enviromment with which the developin:
countries have to cope, a permanent strategy to cops with that en~
vironment is the development of native manpower seophisticated cnough

to cope with intricacies of 20th Century technology. In this gonrerion,
there should be no consideration of either East or West (politieally)
but a vigorous exploitation of internaticnal resources in pursuit of
this objective, In the final analysis, it is men and their ideazs -

not a sudden and unexpected wealth - that can sustain real socio-

economic development,
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NOTES AND REFERENCES
Consider for example the followings "... the multinational

ccrporation, irrespective of possible reforms in internal or-
ganizgation, managerial style or corporate doctrine, is unlil=l:-

to contribute to the process of modernization in Third-WYorlc
societies," see W.M, Dunn: "The Multinational Corporution and
Third World Modernization: Toward A Strategy of Research and
Actiong' paper presented at International Dimensions of the Effects
and Implications of International Business, U,S.A,, Feb, 22, 1971,

Seeé Rolfe, Sidney E, and Damm, Walter, "The Multinational Corpora-
tion in the World Economy" (Praeger Publishers 1970) p. 27.

WN.N.D.C. ie now reorganized and it bears the name "Industrial
Investment and Credit Corporation" (I,I.C.C.). In this paper,
I shall use the old name W.N.D.C.

In conformity with a recent decree, the government shares went
up to 40%, and that of U.A,C. went down to 9%.

W,N.D,C, does not have a monopoly of industrial and agricultural
projects, Private companies and individuals can set up their
own projects, The Government can even invite firms (indigenous
and foreign) to establish projects without consulting W.¥,D.C,
It should be noted that the cement factory is just one of the
many projects in which W,N,.D.C. participates.

It is still a subject of bitter public argument whether the jols

to which expatriates are recruited could not be filled by Nigeriuus.
Some take the view that expafriates are recruited not because
Nigerians of the appropriate skill cannct be found, but because

the effective owners of industrial and business concerns in
Nigeria are expatriate firms who are unwilling to surrender total
control to Nigerians, Consider, for example, the following
statement: '

"The whole of the production function at Ewekoro is now in Iigerian
hands, but the specialist engineering funmctions are in expatriate
hands and the problem is this — how far can one put the maintenance
and engineering of some £8,000,000 of plant at risk by too early
Nigerianisation?" - From the speech of an A,P,C.M.'s official at

a seminar in London on "Nigeria Now", 9th April, 1970,
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Tl From a confidential letter, The govermment's proposal to es-—

tablish another factory stemmed from complaints by the public,
that the price of cement was too high and that W,A,P.C.C. was
charging high price because it had no competitors that the ce-
ment factory was unabld to meet the demand for cement although it |
worked for twenty-four hours daily., Another cement factory by |
the same company (W.A.P.C.C.) is to be built between 1975 and |
1976 in the Western State. A third factory to be built by the

same company was announced as this paper was being prepared,

S5 For a concise discussion of "Nigerianisation", see Taylor Cole:
" "Bureaucracy in Trunsition" in Tilman R,0. and Cole, Taylor
"The Nigerian Political System (Duke University Press 19625.
The Government's position on Nigerianisation of business acti-
vities is contained in Decree No, 4 (1972) HWigerian Enterprises
Promotion Decree,

9. There was nothing in the'Agreecments gigned by the partners abeat
'Nigerianisation', It therefore became an issue’that had to be
negotiated not according to the letter of the Agrcements, but in
the spirit of  the Agreements,

10, In the case the Letter or 'workings' of the Agreement was adhered
to.

1% The same company has howecver agrecd to establish two other fas-
tories in Nigeria,

12, Arrangement to modify the system is now well under way. This in-
volves inter alia appointment of distributors and sub—distributors,
and bearing of transport cost by the cement company. The proposed
changes do not affect my argument,

T3 For a detailed description of the relatiovnship between a M.N,C.'s
and national bourgeoisie, see Glaes Brundenius: The  Anatomy of
Imperialisms the case of the multinational mining corporations in
Peru, Journal of Peace Research, pp. 189-207, MNo. 3y 19785

14’ Since the company was formed just over a decade ago, the labour
force, production, sales and profit have doubled, The company
has previously declared a dividend of 50%,

1% This has been referred to as controlling "investment climate!
which consists of economic, scoial, administrative and political
climates, See: Litvuk, Isaiah 4, and Maule, Christopher J. (eds.):
Foreign Investment: The BExperience of Host Countries, (Pracger

Publishers 1970) Chapter 12,






