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THEME:
GRASS ROOT ECONOMIC EMPOWERMENT AND ENTREPRENEURSHIP- INGREDIENTS FOR SUCCESSFUL AND SUSTAINABLE ECONOMIC DEVELOPMENT IN AKWA IBOM STATE

This paper argues the case for revisiting and perhaps redefining our economic development strategy with the view to developing a strategy that is more inclusive, enduring, sustaining and capable of creating wealth and improving the living standards of our people.

It would argue for innovative bottom up approach based on a combination of  existing and hybrid models.

1.
In most recent years the government of Nigeria  have channelled a great deal of effort into modernising and improving the nation's ailing economy through macroeconomic stabilisation and investment

liberalisation schemes, but nothing substantial has been done to address the micro economic sector.

2. Given the structure of the nation's and the State's industrial sector, it is very clear that micro, small and medium sized enterprises hold  the greatest prospect for income and employment for the majority of our people.

3. A study by the Federal office of Statistics  indicates that about 97% of all businesses in Nigeria employ less than 100 people and account for 50% of employment and industrial output in the country. The World Bank recent statistics show that 60% of firms in the country have between 20-49 employees.
4. The Akwa Ibom State economy is dominated and held together by micro and small businesses, with only a tiny proportion of medium and large businesses operating in the state. Indeed the micro, small and medium sized enterprises constitute the backbone of  Akwa Ibom State economy.
5. There is no doubt that large companies especially multinationals can help to create jobs through large scale investment. According to the World Bank report, over the last decade, employment levels have tended to decline in large firms and increase in the micro, small and medium enterprise sector. Even then, for such investment to have a widespread economic multiplier effect, it has to be built on a strong  local economy, namely strong small business sector.
6. In Akwa Ibom State, we must plan our economy and develop our business sector in recognition of these facts.
7. For Akwa Ibom State to grow and prosper economically, enterprise culture which recognises the full utilisation of the state's human and material resources must be ingrained into the psyche of the state's economic development planning functions and implementation. This must of necessity include mass mobilisation  and empowerment of  individuals with skills, abilities, energies and ideas, creativity, channelling these into productive activities for the benefit of individuals, our State and the nation as a whole.
8. Economic development must be grass root orientated, bottom up and flexible for productive inputs and rewarding outputs.
1. Background and Strategic Context
Nigeria the most populous nation in Africa, with a population of over 120 million people, rich natural resources and an energetic and talented workforce, offer vast market opportunities for business and economic development. 

With a GDP of about $40 billion, Nigeria is Africa's second largest economy.

The oil sector continues to dominate the Nigerian economy, accounting for 80% of government revenues with little incentives to stimulate the growth of non oil sector. The economic activity is still plagued, however by generally poor infrastructure, including roads, inadequate public transportation, chronic oil and petrol shortages and frequent power cuts.

As a member of the Organisation of Petroleum Exporting Countries(OPEC), Nigeria is important to the world energy markets because it is the sixth world(s largest exporter of oil. The Country is also a major oil supplier to the United States and Western Europe. Nigeria remains the fifth largest supplier of oil to the United States.

However, Nigeria suffers from sluggish economic performance, low level of government and private sector investments, resulting in a very weak private sector. 

According to a report from the International Development Association (IDA), the Nigerian private sector suffers from high costs inflation and lack of competitiveness. In comparison to other countries in Africa and Asia, the productivity of Nigerian manufacturing firms is low and has been deteriorating in recent years. The economic stagnation which Nigeria has experienced during the last twenty years or so is the fundamental cause of poverty in the country with 70 percent of the population living below the poverty line with an average per capita income of just $200. A strong and thriving private sector working in partnership with key national, local and international institutions could be an enduring instruments for warring against endemic  poverty and a prolonged economic stagnation.  A number of factors have been identified as inhibitors to private business development in the country. These include the following:

· Macroeconomic uncertainty- inflation, interest and exchange rates instability

· Weak financial systems

· Poor and inadequate infrastructure- roads, power, telecommunications transport

· Burdensome customs procedures

· Regulatory requirements

· Skills and training

· security 

In most recent years the government of Nigeria  have channelled a great

deal of effort into modernising and improving the nation's ailing economy

through macroeconomic stabilisation and investment liberalisation

schemes, but not a great deal has been done to address the micro

economic sector.

The government has taken a number of steps to create institutional framework for improving the nation's economy and the private sector. 

In 2001, the government established  the Small and medium Industries Equity Investment Scheme (SMIEIS) which made provisions for banks to allocate 10% of their pre-tax profits for investment in small scale industries 

In 2002, through the merger of three government institutions, namely, Nigeria Industrial Development Bank, Nigeria Bank of Commerce and Industry and Nigerian Economic Reconstruction Fund the Bank of Industry was created to spearhead the economic and industrial development of the country.

These new institutions and the previous ones were supposed to be panacea for the nation's economic ills, but judging by the high level of poverty and the poor economic environment, one can  draw the inevitable conclusion that these measures have had only limited overall impact. 

A missing link which could be at the root of our economic problems is an integrated economic development framework which embraces and recognises the interaction of key sectors and activities for a successful and sustainable economic development and a thriving private sector in the country.

These sectors or interactive influences include:

· the private sector

· the public sector

· the community

· the environment

· the stakeholders

This integrated economic development model will be considered in the next section.

2.
BASIS FOR SUSTAINABLE ECONOMIC DEVELOPMENT AND 

ENTREPRENEURSHIP IN AKWA IBOM STATE

Akwa Ibom State is endowed with abundant natural and human resources which should have made it one of the richest states in the country and internationally at par with a number small Gulf States, Taiwan and even Hong Kong. No doubt to some extent for many years our economic welfare has been affected and mirrored by the state of the national economy and prescribed economic development strategy. Why we cannot divorce ourselves entirely from the impact of the national economic policy and strategy, that must not be institutionalised in our psyche. The exploitation of our God given natural resources and human capital for the economic benefits and welfare of our people can always be regionalised as these have always been at our disposable. We have oil, natural gas, solid minerals, limestone, coal and etc.

The question is how have we been exploiting and managing these resources economically and how much impact the economic activities arising from these have benefited our people.  

Like many other sates in the country, the Akwa Ibom State economy is dominated and held together by micro and small businesses, many of which are retail, farming and service based businesses.  Only a tiny proportion of  large  and medium sized businesses are operating in the state. These would include Exxon-Mobil, Shell, Total/Elf, Daewoo, Aluminium Smelter Company, Nigeria Newsprint. State owned and revived companies include Champion Breweries and Plasto Crown.    

Indeed the micro, small and medium sized enterprises constitute the backbone of  Akwa Ibom State economy.
There is no doubt that large companies especially multinationals can help to create jobs through large scale investments. According to the World Bank report, over the last decade, employment levels have tended to decline in large firms and increase in the micro, small and medium enterprise sector. 

The impact of large firms activities has not been felt by the people of our state for many years, as seen by the high level of acute poverty and destitution felt by many people. 

Even then, for such investment to have a widespread economic multiplier effect, it has to be built on a strong  local economy, namely strong small business sector.  Of necessity, we must plan our economy accordingly in recognition in recognition of these facts.

· Currently the State Government is utilising Akwa Ibom Investment and Industrial Promotion Council (AKIIPOC) as an official agency for the implementation of privatisation and industrialisation programs. This strategic approach has to be at the heart of an integrated economic development strategy for the state. For Akwa Ibom State to grow and prosper economically, our economic  development policy and the resulting activities must be inclusive, grass root orientated, bottom up and flexible, which recognises the massive  economic potential of the people of Akwa Ibom State for productive inputs and rewarding outputs.

Our state's economy needs to be understood as not simply a geography-based set of technical input-output relations, but as a collection of business, public  institutions, social partners and stakeholders capable of articulating economic  vision for the development of the state and co-operating to create a strategy for the realisation of the vision.

This approach  recognises that, above all, the state and its local government areas face the following four key imperatives:

· The economic imperative of establishing and managing a successful economy and attracting investments and creating jobs

· The social imperative of developing effective economic development strategies for the poor and vulnerable groups and communities threatened by the deteriorating and weak economic activities coupled with high levels of unemployment.

· The environmental imperative of tackling the environmental crisis in fundamental ways such as decaying infrastructure, waste disposal, crime which make a place increasingly unattractive to live in, inhibit not only local economic development prospects, but also inward investment  opportunities.

· The institutional imperative of mobilising resources through public- private sector partnerships and financial innovation to meet the challenges of business/economic development and sustainability. 

It is therefore essential to take an integrated approach to the problems of economic under performance in the State, we need to tackle in just the macro and micro economic failures, but also the underlying problems of unemployment, skills shortages, social exclusion and physical decay.

This integrated and interactive  economic development approach is represented by the Model below:   

The Model as depicted below shows that to achieve a successful and thriving economy in the State, at least five key components sectors have to work  in partnership since each of the key sectors identified by nature of their functions can make appropriate contributions to the development and sustainability of the state's economy. 

The integrative and interactive model can be illustrated by using the following equation:
AN INTEGRATED ECONOMIC DEVELOPMENT MODEL
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S2 E= PSEi2+ PSi2+SHi2+CSEI2 

Where:

S2 E
= Successful State's Economy- it is at this point that our full                    
    economic    potential is realised

PSEi2
= Public Sector and Environment

SHi2 
 = Stakeholders

CSEi2  = Community Sector Empowerment

i2 
  = Integrated approach and Interaction processes 

By implication the equation  means that a successful and thriving state's economy is a function of integrated planning and interaction involving the private sector, public sector and environment, stakeholders and the community sector empowerment. It is recognised that the public sector as represented by institutional framework has the primary responsibility for creating conditions that would enable the economy to thrive, this  should be done in partnership with the private sector and the Community sector through community empowerment. The private sector is the driver of wealth creation and economic growth, if it is well structured, it is capable of sustaining Akwa Ibom State economic competitive advantage, both in terms of high value output and providing  a broad range of employment opportunities for our people. A strong and vibrant private sector makes for a strong and dynamic economy.

On the other hand, empowered Akwa Ibom people can make immense economic contributions as generators of wealth and as consuming stakeholders.  Increasingly the importance of social capital- informal and formal networks that create the capacity for local collective action as a force in sustainable economic development is being recognised. The importance of and distribution of social capital is strongly related to the extent of social cohesion and deprivation. Enterprise is the key to building social capital, promoting social inclusion  which help in warring against economic deprivation.

There is no doubt that for Akwa Ibom State to grow and prosper economically, enterprise culture which recognises the full utilisation of the State's human and material resources must be ingrained into the psyche of the State's economic development planning functions and implementation. This must of necessity include mass mobilisation  and empowerment of  individuals with skills, abilities, energies and ideas, creativity, channelling these into productive activities for the benefit of individuals, our State and the nation as a whole.                                                                  

3. A case for Promoting Entrepreneurship and Supporting  Business Development Initiatives in Akwa Ibom State
In Nigeria most businesses which make up the private sector are small. 

A study by the Federal office of Statistics  indicates that about 97% of all businesses in Nigeria employ less than 100 people and account for 50% of employment and industrial output in the country. The World Bank recent statistics show that 60% of firms in the country have between 20-49 employees. In Akwa Ibom State, the picture is similar, where there is only a small business population.  In effect the small business sector in the State needs to be nurtured in order to support local and foreign investment and to ensure that any investment coming into the State is maximised for the growth of the  economy and creation of wealth. The growth and stabilisation of the Small and Medium Sized Enterprises in the State is bound to encourage inward investment. This is because often investors prefer using local sourcing to support their operation as this is seen to be cheaper and more cost effective in the long run.

At present the small business sector is experiencing many problems and hardships including under-capitalisation, difficulty in gaining access to bank credits and other start up and expansion funds, lack of training and capacity building. The most damaging of these is the seemingly lack of  strategy for developing and  supporting start ups, small and medium sized enterprises in the State. 

The potential for  local SMEs to impact on the State and wealth creation mirror those in other countries of the world, notably the advanced economies. For example in the United States, there are over 23 million small businesses, and together they create more than 50% of the private sector jobs, and generate more than half of the nation(s gross domestic product. In the European Union, SMEs are seen as largely essential for European employment. Each year, one million new SMEs are set up in the European Union. 

SMEs account for 99.8% of all companies and 65% of business turnover in 

theEuropeanUnion.

Currently, there are 3.9 million businesses in the United Kingdom, with 99% of these having less than 50 employees, and accounting for 42.4% of private sector employment. There is a big difference between our  State view of the small business sector and that of the advanced economies. This difference predominantly relates to the importance attached to the SMEs sector by the government of each country and the perceived role in the economic development. For instance in the UK the small business sector does not only form the bedrock of the British economy, but it is widely accepted as the main hub of economic activity in the country. The government of the day does not only see SMEs as creators of jobs and wealth, but firmly believes that they are crucial to a successful enterprise economy and is fully committed to stimulating the creation, competitiveness and growth of new and small businesses.

The UK Government(s key approach include fostering an enterprise culture that encourages innovators and risk takers, providing and maintaining a supportive economic environment, identifying and removing barriers to growth and providing high quality business support for firms at all stages of their development. This include supporting and creating a number of business support infrastructure notably, Business Links, Enterprise Agencies and etc.

While Akwa Ibom State cannot compete directly with both the UK and USA, there are tangible lessons that we can learn and good workable practices and policies that can be replicated in our State economic development planning.

But let us review some of the problems and key challenges facing the Small and Medium sized enterprises in the State.

1. Inadequate Access Finance- 

It is estimated that 85%  of manufacturing firms in Nigeria have only short term credit facility to finance their businesses. Similarly most SMEs in the State do not have access to the right type of business capital. New start up businesses face more difficulties accessing start up finance as they are  collectively seen as high credit risks. The introduction of micro finance has had limited impact on the situation.

2. Lack of Access to Business Development Services   

Most SMEs in the State do not have access to the following business support services:

· Business information/ market intelligence

· Product development and marketing , for example, there are proliferation of furniture making companies in the State, but the majority do not know how to promote and market their products profitably, they know very little about customer care.

· Business planning:

Only very few established business are ever engaged in business planning. 

· Skill human resource and management

· Accounting and financial management services

· Quality management and efficient production systems

· Appropriate technology

3. Business premises/incubator

4. Infrastructure- light, water, road, transport and communication. 

In the past many State owned businesses failed as a result of not accessing many of these support services.

These issues have to be addressed if we are to grow a sustainable private sector in the State.

The Government and other influential decision makers in the State must recognise that the small firms are the backbone of the our economy and must mobilise resources and create institutional framework to create the right support and environment that would enhance  and foster the stability, growth  and competitiveness of the sector.

Currently the state Government's policy is to have a limited involvement in the private sector. The question is when and to what extent should the State Government intervene in economic development? Four core factors are advanced:

1. The State Government and its various arms have the responsibility for the provision of public goods and services, investing in basic infrastructure like light, water, local roads before the private sector itself will invest.

2. It can intervene to counteract negative side  effects of economic activity that are not taken into account by the private firms and individuals. For example putting measures in place to protect local jobs and environment when these are under threat.

3. The Government can take action to correct market failures as a result of insufficient and imperfect information which may affect investment decision, development and general economic development decision.

4. It may be necessary for the Government to intervene in order to achieve social equity in terms of tackling barriers that prevent individuals  in the State from fully participating  in the market economy. It may also be required to take action to ensure that economic activity is broadly spread or create opportunities where the market itself will not address the issue unprompted. 

There is a strong case for Government intervention to  work with strategic partners to establish a platform for sustainable economic development, business growth and competitiveness.

RECOMMENDATIONS

1. Appoint A Minister for Small Business Affairs

2. Establish an Economic Development Think Tank with representatives drawn from the private  and public sectors, Community and Educational sectors.

3. Establish Akwa Ibom Business Development Agency  with a business gateway system/One  Stop Shop in partnership with the private sector, including  Banks, Oil companies and other key stakeholders.

Some specific objectives of the Agency would include the following:

(
Provision of business counselling and advisory services such as business plans, cashflows and business surgeries.

(
Business training , capacity building and networking

(
Promotion and  the creation of new businesses including workers co-operatives

(
Active promotion and expansion of existing businesses.

(
Active promotion and encouragement of inward investment into the State.

(
The promotion and provision of business information and contacts.

· Actively promote and assist existing industries to identify export opportunities and markets.

· Compile and publish the State business  statistics

· Monitor small business performance and trends

4. Develop business incubator units in partnership with the private sector

5.  Develop a strategic framework for supporting the small business sector.

The strategic framework should have the following key themes

· building and promoting an enterprise culture

· encouraging a more dynamic start- up market

· building the capability for small business growth

· improving access to finance

· encouraging and promoting  more enterprise in rural and local government areas

· developing a business support charter

· developing a business friendly regulation and policy

6. In order to positively encourage the spirit of enterprise among our young people, universities and other institutions of higher learning must be encouraged to become more commercially aware and more entrepreneurial. They should be encouraged to develop more ties with local businesses and hold more business related activities on campus. Students should be encouraged to take business studies modules as part of their main courses. This will help nurture their interest in business, and provide the basic understanding of what to expect when going into business. The knowledge gained will help provide students with a ready option when they graduate, rather than wasting their time looking for the 

jobs that are not available. 

This will ultimately help to reduce the pool of unemployed young people in the State as many of this start their own businesses. The Government should provide incentives and kick start the Enterprise Education scheme.

7. Establish the Rural Enterprise Development Initiatives (REDI) 

The REDI would be responsible for promoting and stimulating enterprise development activities in the rural communities 
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