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ABSTRACT

The establishment of the Nigerian Sovereign Wealth Fund (NSWF) with seed
capital of $1 billionisby far one of the most significant economic policy decisions
taken in recent times. Contrary to expectations, the significant of thisdecisionis
not in terms of the monetary implications of the decision. But rather, in terms of
what it says about the level of economic and fiscal discipline that the Government
at all levelsin Nigeriawish to bring to bear on the process of sovereign resource
management. Nevertheless, this review believes that the three core mandate
given to the fund to pursue concurrently is a bit ambitious and duplicatory of
roles performed by the foreign reserve and excess crude account among others. It
recommends the pursuance of infrastructural development only for a period of at
least ten years, dueto its accel er ative effect on economic growth and devel opment,
through increased productivity and economic competitiveness in the global
mar ket.

Keywords: Nigerian Sovereign Wealth Fund, Infrastructural Development,

Economic Growth.

INTRODUCTION
OnMay 11, 2011, the Nigerian Senate approved the Nigerian Sovereign Investment
Authority Bill, 2010, which seeksto established a Sovereign Wealth Fund (SWF) to
manage excess profits from the country’s sale of crude oil. The Nigerian Sovereign
Investment Authority (NSIA) ismandated under |egislation to create and managethe
Nigerian Sovereign Wed th Fund (NSWF) with thefollowing sub-funds:

FutureGenerations Fund (FGF): Theobjectiveof thisFundistoinvestinadiversified
portfolio of appropriate growth investmentsin order to provide future generations of
Nigeriansasolid savings basefor such atimeasthe hydrocarbon reservesin Nigeriaare
exhausted. FGF will start off fully outsourced according to an asset allocation model
determined by the management of the NSIA.AstheNSIA grows, management of this
fund would then be brought in-house.

NigerialnfrastructureFund (NI F): ThisFund aimsto invest ininfrastructure projects
in Nigeriathat meet our targeted financial returnsand contributeto the devel opment of
essential infrastructurein Nigeria. Potentia areasfor investment includetransportation,
energy and power, water resources, agriculture, among others, in order to stimulate growth
and diversification of the Nigerian economy, attract foreign investment, and createjobsfor
Nigerians. The NIFwill be mostly managed in—house, with aplanto out-sourceitinfuture
to external managerswhose objectivesandinvestment philosophy meet theNSIA criteria
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Sabilization Fund (SF): Theobjectiveof the Stabilization Fundisto provide stabilization
support to the Federation revenuein times of economic stress. The Stabilization Fund will
be mainly managed in-housein adiversified portfolio of liquid, low risk productssuch as
Treasury billsand liquid short terminvestment grade bonds. Thewithdrawal triggersfrom
the SFwill be at thedirection of the Minister of Finance, upon proper demonstration of
urgency and satisfaction of the criteriaset out in section 48 of theNSIA Act, theNSIA
shall havetheright to utilize capital and assetsin the SFto supplement resourcesavailable
to stabilize the nationa economy (www.swiingtitute.org, 2013).

Itisobviousthat Nigerianeedsto established asovereign wealth fund (perhaps
long over-due),which are safety netsfor keeping and investing excessliquidity that arises
fromnaturd resourceexploitation. For ingtance, when revenuefrom crudeoil salesexceeds
the budget projections, theextrarevenue represents excessliquidity. Pumping theexcess
liquidity through spending back into the national economy hasthe capacity to disrupt
planned economic fundamentals, particularly in asituation wheretheinflationrateishigh.
Thenet effect isthat theva ue of money isaffected, economic plansdisrupted and economic
targetsbecome unredlized. Hencethe need to savetheexcessliquidity andinvestit for the
long termin order to ensure that anation maximizesitsbenefits (Shafil, 2012). TheNSIA
received the sum of One billion United States dollars as seed money to kick start the
operationsof the Sovereign Wealth Fund (Ampofo, 2013). The Fund isexpected to be
funded from the excess revenue collected over budgetary projections by the federal
government. Going by our budgetary policiessofar, (whichisusually overly cautiousin
expected revenue profiles) itisexpected that the NSI A would soon beinreceipt of billions
of dollarsyearly. Theoverriding issue concernsnot the source of funding but theexpenditure
habits of the NSI A faced with such hugefundsat itsdisposal. How canthe NSIA deploy
thesefundsto achieve optimum returnsfor the country?Already, the $1 billion hasbeen
dlocatedinto variousbuckets stabilization fund $200 million; $325million hasbeen dlocated
for infrastructure, and futuregeneration fund, $325 million with thebalance ($150 million)
to beallocated asweget along (Ujah, 2013). Thisba ancewaseventudly sharedin between
theinfrastructurefund $75m and future Generation Fund $75m. Thusgiving asharing
formular of 20:40:40: for the Stabilization Fund, Infrastructure Fund and Future Generation
Fund (w.nsia.com.org). Thevital issuesare:

[ CantheNSIA maintainitsautonomy intheface of the Executivearm of
governments (both at federal and statelevel) voracious appetitefor frivolous
spending and managerid interference?

[ CantheNSIA deploy thesefundsto thecritical sectorswhereit would makethe
most impact on theeconomy?

i How would thelocation of infrastructural investments be determined?

Y CantheNSIA beinsulated from the endemic corruption that bestridestheNigerian
economy?

While, it will attempt to answer these questionsby identifying likely pitfalswhichtheNSI A

must obviatein order to succeed, the objective of thisreview isfocused on the extent to

whichtheNigerialnfrastructure Fund (NI F) could be used asthe primary vehiclethrough
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which the NSWF could depl oy these fundsto achieved maximum impact ontheNigerian
economy. Relevant theories of growth and devel opment would bereviewed, highlighting
thevita roleof social infrastructuresinthe economic growth of anation. Theemergence
and objectivesaswell astypesof SWFswould be discussed. Someof thevital sectorsof
the Nigerian economy that needed to be speedily devel oped to provide divergent spill-
over would beidentified. Obviouspit-falsinfinancia issuesand governancewould be
mentioned.

EnhancingInfrastructural Growthin Nigeria

Infrastructure are basi c essentia servicesthat should beput in placeto enable devel opment
to occur. Socio-economic devel opment can befacilitated and accel erated by the presence
of social and economic infrastructures. If thesefacilitiesand servicesarenot in place,
development will bevery difficult and infact can belikened to avery scarce commodity
that can only be secured at avery high priceand cost. The provision and development of
infrastructures has been the subject of much theoretical analysisand empirical studies
(Familoni, 2011). We shall start by examining someof thetheoretical anaysesof socio-
economic infrastructures. The “ Sages of Economic Growth” theory of the 1950s,
propounded by Prof. W. W. Rostow focused mainly on the concept of successive* stages
of economic growth*inwhichthe processof devel opment wasseen asaseriesof successve
stagesthrough which al countriesmust pass.

It was primarily an economic theory of development inwhich theright quantity
and mixtureof savings, investment and foreign aid wered that wasneeded to enableLess
Deveoped Countries (L DC) to proceed on an economic growth pathwhich historically
had been followed by the more developed countries. Development thus became
synonymous with economic growth (Todaro, 1977). Themost essential feature of this

economic growth model isexpressedas. £ =¥, (known astheHarrod - Domar equation).

Theeconomiclogic of thismodel issimple. Inorder to grow economiesmust saveand
invest acertain proportion of their GNP. Themorethey can saveand invest, thefaster they
can grow. Theactual rate of growth being dependent on the productivity of investment.
Infurther refinement of Rosenstein-Rodan’s (1948), “ Balance Growth” theory,
Hirschman (1958), developed the* Unbalanced Growth” theory. According to thetheory,
L DC hasinsufficient endowment of resourcesasto enableit invest smultaneoudy inall
sectorsof theeconomy in order to achieve baanced growth. Developing Rostows' “ Stages
of Economic Growth” thesi's, Hirschman maintainsthat “ investmentsin srategicaly selected
industriesor sectorsof theeconomy will lead to new investment opportunitiesand so pave
theway tofurther economic development”. Hirschmanidentified convergent and divergent
seriesof investments. Convergent seriesof investmentsarethose projectsthat appropriate
more external economiesthan they create while divergent series create more external
economiesthanthey appropriate. Jhinghan (1975) opinesthat devel opment policiesshould
aim at the prevention of convergent seriesof investmentsand the promotion of divergent
series. Thus, for development to take place, a deliberate strategy of unbalancing the
economy should beadopted. Thisispossibleby investing either in Socid Overhead Capita
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(SOC) or in Directly ProductiveActivities(DPA). Investment in SOC (aspower, irrigation,
transport, communi cations, energy, education and health) isadvocated not because of its
direct effect on final output, but becauseit permitsand infact invitesDPA to comein.
Some SOC investment isrequired asaprerequisite of DPA investment. After alively
debateinthelate 1950s and early 1960s about the merits of John Kenneth Galbraith’'s
Theory of Social Balance: The Affluent Society (1958), cited in (Cullison, 1993); the
Economics profession, dismissed Galbraith’sadmonitions about the perilsof neglecting
publicinfrastructure. Aschauer’s(1999) study: “Why IsInfrastructure Important?” rekindle
agreat dedl of interest intheefficiency of public capital spending by showing that additiond
spending by governmentsfor non-defence goodshad avery large positiveeffect on private
productivity and, hence, outpuit.

Munnell (1990) triesadifferent statistical approach to evaluate the effects of
government infrastructure. Munndlls “IsthereaShortfal in Public Capital Investment?’
concluded by showing that public capital hasapaositiveimpact on private output, investment
and employment. In contrast, however, aCongressional Budget Office study of theeffects
of Public Infrastructure Spending (CBO, 1991), in summarizing theresultsof itscost-
benefit studies, noted that there hasbeen little support for the view championed by Aschauer
and Munnell that across-the-board increasesin public capita programmeshaveremarkable
effectson economic output. Rather they concluded that: cost-benefit andlyss, found private
output to bemoreresponsvetoinvestmentsin private capitd thanto investmentsin public
capitd. Corroborating further onthereevanceof socid infrastructure on economic growth,
Newman and Thomson (1989) provided a precedence of focusing on socia factorsin
economic development. They argued that socid infrastructureisan essential eementin
sustainablelong term growth of the economy.

In a dissertation that focuses on the relationship and links between social
infrastructure and economic growth in the context of sub-Saharan countriesby UK Essays
(2013), the studies concludethat thereisasymbiotic rel ationship, resulting inincreased
need for economic growthtoinvest in socid infrastructure and an increased need for the
socia infrastructureto expand in order to stimul ate economic growth. And as countries
develop, infrastructure must adapt to support changing pattern of demand, asthe shares of
power, roads, and telecommunicationsin thetotal stock of infrastructureincrease. Asthe
economy devel ops, anincreasing proportion of the country would need to be opened up
by the construction of roads, there would be increased demand for power supply for
industria and domestic consumption, and telecommunicationsfacilities. Inastudy on“The
Roleof Physical and socid Infrastructure on China's Growth Story”, Sahoo, Dash and
Nataru (2012) devel oped acompositeindex of astock of leading physical infrastructure
indicators (instead of focusing on one singleinfrastructure sector/indicator or public
expenditure/infrastructureinvestment asproxy for infrastructure)to examinetheimpact of
infrastructure devel opment on output. Using an Autoregressive-distributed lag model
(ARDL) and Generalised Methods of Moments (GMM), for datacovering the period
1970-2008,theresultsreveal that(i)Infrastructure development in Chinahas significant
positive contribution to growth; (ii) human capital such asexpenditure on health and
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education contributes substantialy to economic growth. Thelong-runeadticity of individua
infrastructure indicators variesfrom 0.09 to 0.16, with energy use, electricity power
consumption, rail and air trangport asthemost important contributorsto growth. Aigbokhan
(1999), in hisstudy onthe Nigerian economy titled: “ Infrastructure, Private Investment
and Economic Growth”, cited in Familoni (2011) adopted an extended Cobb-Douglas
production function and regressed output on each of six infrastructural components,
introducing each of them at atime. Theseinfrastructural componentsare transport and
communications, agriculture and water resources, electricity generation, electricity
consumption, education and health care. Hisregression results, using OL Smethod with
annual datacovering the period 1980 — 1997, show that the model hasagood fit with
adjusted R? of 0.98—0.99, and that the six infrastructural componentsareall positively
correlated with GDP, with varying levelsof significance.

Aigbokhan (1999) asofindsthat “ human capital componentsof infrastructure
appear to haveimpact on growth. Expenditure on health care and education recorded
statistically insignificant impact on growth.” He avers*thefact that the variableshave
positive correlation ishowever encouraging asit suggeststhat if efficiently applied, public
gpending on the servicesis capable of impacting positively and strongly on growth. The
least significant of the variablesisagricultureand water resources. The author concludes
that, “to promote investment- led growth, the type enunciated in government budget
statements, therewoul d have to be adequate funding of infrastructure both to create new
capacitiesaswell asmaintain existing capacities’.

Conceptualization of Sovereign Wealth Fund (SWF)
A sovereign wealth fund (SWF) isastate-owned investment fund investing inreal and
financial assets such as stocks, bonds, real estate, precious metals, or in aternative
investments such as private equity fund or hedge funds. Sovereign wealth fundsinvest
globally. Most SWFsarefunded by private revenuesfrom commaodity exportsor from
foreign-exchangereservesheld by the centra bank. Sovereign wedth fundshaveexisted
for morethan acentury, but since 2000, the numbers of Sovereign Wealth Fundshave
increased dramatically (www.wikipedia.org). Thefirst SWFswere created by the U.S.
state of Texasinthelast haf of the 19th century to fund public building. The Permanent
school Fund (PSF) was created in 1854 to benefit primary and secondary schools, with
the Permanent University Fund (PUF) in 1876 to benefit universities.

Thefirst SWF established for asovereign sateisthe Kuwait Investment Authority,
a commodity SWF created in 1953 from oil revenues before Kuwait even gained
independencefrom the United Kingdom (www.economist.com). Norway’s Government
pens on Fund-Global with assetsof morethan $785 billionistheworld’shiggest Sovereign
Weadlth Fund. Followed by Saudi Arabia’'s SAMA foreign Holdings ($679 billion), Abu
Dhabi Investment Authority ($627 billion) and Chinalnvestment Corporation (US$575
billion).Many of theworld'slargest SWHssuch asNorway, Abu Dhabi, Saudi Arabiaare
financed viaoil revenuewhile Chinaand Hong K ong arefinanced through non-commodity
(i.e. funded by transfer of assetsfrom officid reserves, and in somecasesfrom government
budget surplusesare privatization revenue).
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Ten Largest SWFsin 2013(in million USD)
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Sovereign Wedth Fundsaretypically created when governmentshave budgetary
aurplusesand havelittleor nointernational debt. Thisexcessliquidity isnot dwayspossble
or desirableto hold asmoney or to channd intoimmediate consumption. Thisisespecialy
the case when anation dependson raw material exportslikeoil, copper or diamonds. In
such countries, themain reason for creating a SWF isbecause of the propertiesof resource
revenue: high volatility of resource prices, unpredictability of extraction, and exhaudtibility
of resources (www.wikipedia.org). SWFsare managed separately from officia currency
reserves. They are poolsof money governmentsuseto generate profits. Often thismoney
isinvested inforeilgn companies. Ther assets caninclude ba ance-of -payments surpluses,
official foreign currency operations, proceedsof privatizations, fiscal surplusesand/or
receiptsresulting from commodity exports. Nigeriaisthe second largest economy in sub-
Saharan Africa, and the continent’ smaost popul ous nation, with apopul ation of about 166
million. Since 1960, it hasredized over US$L trillionin oil exportsandiscurrently the 8th
highest net exporter intheworld. Nigeria seconomy isheavily dependent on oil and ges:
oil exportscongtitute 97.5 per cent of export revenues, 81 per cent of government revenues
and 17 per cent of GDP (World Bank, 2008). The magjority of the populationisengaged
inagricultura activities, which constitute 42 per cent of GDP, alongside smaller urban-
based manufacturing and tertiary sectors. In spite of theenormous economic potentiasin
Nigeria it haslargdly faled tolive up to theambitiousgrowth projectionsthat followed the
first oil boominthe 1970s. In 2008, it was ranked 154th out of 179 countries by the
United Nations Human Development Index. Furthermore, up to 70 percent of Nigerians
areclassfied as* poor” -subsisting below the nationa poverty line. Table 1 presentssome
general factson Nigeria s GDPand population sizefrom 2006-2013.

Table 1: General Country Data.
2006 2007 2008 2009 (est) 2010 2011 2012 2013

GDP 18,709.79  20,856.28  22,030.19 18,705.22 21,705.22 31,329.64 53,346.66 59,290.98
(billons of naira)

Population, 144.72 147.98 151.24 154.56 157.96 159.2 164.3 166.2
total (millions)

Source: CSEA, 2010 and NBS, 2013.
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We must be clear from the outset, that asageneral rule, the Sovereign Wealth
Fund Policy of Nigeriashould not bedirected at reaching theworld’ sexpectation. Rather,
the central concern should bewith absorption and adaptation of established practicesto
suit loca resourceendowmentstailored at addressing local chalengesand market processes.
Itishighly appreciablethat withinitsshort span the NSWF hasa ready made areturn of
N525 million onits$200 millioninvestment in the United Statesbond market (Nssien,
2014). But, Nigeriashould striveto makeadifference and not imitate other countriesthat
remain underdevel oped and poverty stricken whileutilizing their enormous SWFfundsto
bail out Western companies and buy US treasury bonds. For the NSWF to make any
meaningful contribution that would fast track the economy, webdlievethat itsobjectives
should be staggered into phases based on need and national urgency.

For thefirst phase, werecommendit tolimititsroleor functionsat least for the
first ten yearsto the pursuit of its second mandate whichisthe“ Nigerialnfrastructure
Fund: portfolio of investments specificaly rel ated to and with the objective of asssting the
development of critical infrastructurein Nigerid’. Theother two Fundsof the SWF should
be in abeyance within the interim. Beside, the accelerated effect of infrastructural
devel opment on the growth and devel opment of the entire economy would ultimately
reflect in the attainment of the broad obj ectives of the other two Funds. It should also be
noted, that even within thefirst phase, other special fundsof the Nigerian government;
such asthe Foreign Reserve Account and Excess CrudeAccount (ECA) are, and would
be concurrently actively pursuing the objectivesof the other two funds, that is, stabilization
fund and futuregenerations fund.

Thestate of infrastructurein Nigeriahasremained amatter of concern giventhe
importance of infrastructuresin the economic wellbeing of the popul ace and the growth
and devel opment processof theeconomy. Unfortunately, various performanceindicators
inrespect of theseinfrastructurd facilitiespointsto thefact thet their performancesremained
unsatisfactory. It seemsto beawell known fact that theinfrastructural facilitiesinthis
country aregrosdy inadequate to meet (both old and new ones), the needsof the population
(Uhunmwuangho, 2012). Sanusi (2012), cited in Onakoya, Salisu and Oseni (2012),
identifiesthe current level of deficit infrastructureasamajor constraint in achieving the
nation’smost vaunted vision of vision 20:20:20. Heaverred that about 70 per cent of the
193,000 kilometersof roadsin the country isin poor condition, Enterpriseslost over 320
daysayear dueto power outages, with over 60 per cent of the popul acelacking accessto
electricity and over $13 hillion spent annually to fuel generators, and that Nigeria, which
once had one of the most extensive and efficient railway systeminAfrica, could now
barely boast of afunctional route either for passengersor freight.

Perhaps, thefailureandirrdevanceof the*" stagesof economic growth” and other
devel opment theoriesto make positiveimpact on the growth of lessdevel oped countries
isthet, itimplicitly assumed thet thenecessary structurd, indtitutional and attitudinal conditions
that existsinthe devel oped economiessuch aswell integrated markets, highly developed
transport facilities, well trained and educated manpower, the motivation to succeed, an
efficient government bureaucracy etc, to convert new capital effectively into higher levels
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of output aso existsintheseeconomies, whichisfar fromthereality onground. Asastep
toward remedying thissituation, we strongly believethat withinthefirst phase of at least
tenyears, the NSWFthroughits Infrastructural Fund, should actively deployed itshuge
financial resourcesand manageria competenceto theinfrastructural development of the
following sectorsand sub-sectorsin all partsof the country:

Transportation Sector: Theimportance of transport infrastructureto anation cannot be
overemphasized as efficient transport infrastructure facilities act as catalysts for
development. 1na1992, World Bank study by Cesar Queiroz and Surhid Gautam (cited
in Familoni,2011), Road I nfrastructure hasbeen found to beasignificant factor of economic
growth and development. Intheir study, they employed an empirical approachto explore
the associati on between road infrastructureand economic devel opment. Different regresson
anayseswere carried out using GNP/Capitaas dependent variable and selected indicators
of magnitude and condition of road networksasindependent variable. Independent variables
used intheanalysesincluded: (i) spatial road density (i.e., road length per land area) of
paved and unpaved roads classified in good, fair or poor condition; and (i) road density
or per capitalength (km/million population) of paved and unpaved roadsin good, fair or
poor condition. Theauthorssummarized their findingsasfollows. Cross-section analysis
of datafrom 98 countries, and time-series analysis of U.S. data since 1950 showed
consi stent and significant associ ati ons between economic devel opment, in termsof per
capitagrossnationa product (GNP), and road infrastructure, intermsof per capitalength
of paved road network. The datashow that the per capitastock of road infrastructurein
high-incomeeconomiesisdrameticaly grester thanin middleand low- incomeeconomies.

For instance, the average density of paved roads (km/millioninhabitants) varies
from 170 in low-income economies to 1,660 in middle and 10,110 in high-income
economies, thelatter being 5,800 percent higher than thelow-incomegroup. Road condition
also seemsto be associated with economic devel opment: the average density of paved
roadsin good condition (km/million inhabitants) variesfrom 40in |ow-income economies
to470inmiddleand 8,550 in highincome economies’. Theauthors, intheir conclusion,
also submit that thereis*aclear contrast between road infrastructure and incomein low
and middle-income economiesinAfrica: whilethedifferencein average per capitaGNP
between the two country groupsis 220 percent, the density of paved roads in good
condition varies by about 370 percent from one group to the other, using 1989 data.”
Thereistherefore causefor concern while considering thetransport infrastructure basein
Nigeriatoday which comparesunfavourably with those of severa African nationsbothin
termsof quality and service coverage. In particular, therura areas, wherethebulk of our
population resides, arelargely deprived of basic pieces of transport infrastructure. The
major road transport infrastructurein Nigeriaconsistsof 32,000 km of Federal highways
including sevenmagor bridgesacrosstheNiger and Benue Rivers, theLagosring road, the
third mainland axial bridge; 30,500 km of state roads; and 130,000 km of local roads
(Buhari, 2000). A look at Nigeria sroadsfrom North to Sout, and from East to Westh
revealsthat if an urgent attentionisnot givento thisall important aspect of growth, the
much vaunted economic rejuvenation cannot be achieved. A nation- wide survey was
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conducted by the Central Bank of Nigeria(CBN) on the state of highwaysin the country
in December 2002. The survey revealed that the road network, as at December 2002,
was estimated at 194,000 kilometers. It was al so shown that most of theroadswereina
bad condition, especialy thosein the South Eastern and North Western partsof the country.

The patternisgenerally the samefor theroadsin the other partsof the country.
Some of theroads, constructed over 30 yearsago, had not been rehabilitated even once,
resultingin major cracks (longitudinal and transverse), depressions, broken down bridges
and numerous pothol es that make road transport slow and unsafe (CBN, 2002). Rail
services have ceased to be of relevancetoindustria activitiesand commuter transports.
Billionsof nairahasbeen wasted on the acquisition of obsol etelocomotivesand upgrade
of rail lineswithout any significant improvement being observed. Itisno secret that itemsof
trangport infrastructure have not kept pacewith development in Nigeria. The Fund should
focuson expanding substantialy, urban and rurd road infrastructure, with proper concern
for the needs of public transport infrastructure etc, acquiring modern trains both freight
and passenger and upgraderail tracksto conform to what is obtained in other countries
that havegivenrail transport theimportanceit deserves. Air and water transport must be
accorded high priority for any meaningful development to berealized.

Education Sector: The sociopolitical and economic development of anationis, in many
ways, determined by thequality and level of educational attainment of the population. As
arelatively poor country, Indiaisnot normally thought of asanation capableof buildinga
major presencein ahigh technology industry such ascomputer software. Inlittleover a
decade, however, the Indian softwareindustry has astounded its skeptics and emerged
from obscurity to become an important forcein the global softwareindustry. Between
1991-92 and 2001-02, sales of Indian software companiesgrew at acompound ratein
excessof 50 per cent annualy. In 1991-92, theindustry had salestotaling $388 million.
By 2002 they werearound $8 billion.

By theearly 2000s, morethan 900 software companiesin Indiaemployed 200,000
softwareengineers, thethird largest concentration of suchtaentintheworld. Inexplaining
the success of their industry, India’s software entrepreneurs point to suchfactorsasa
highly educated middle-class, government emphasi s on engineering coursesin tertiary
schools, and increased government spending on education at al levelsetc. (Hill, 2005).
The continued neglect of this sector is evidenced by the dilapidated structures,
underinvestment and neglect indl thethreetiersof educationd inditutions(that is, primary,
secondary and tertiary), the poor performance of studentsin variousnational examinations
andthelow quality of graduates produced by tertiary institutions.

Theunder-funding of the education sector isabig problem, the pervasivelack of
quality academictraining and environment that would enable studentsto reach their full
potential isof grave concern, and hasto be urgently redressed; if the country needsto
developitshuman capital whichis, a“sinequanon” for growth and development. Nigeria
hastoyed with some educationa programmes, which only served asconduitsto transfer
money to the corrupt leaders and their cronies. For instance, the nation launched the
Universal Primary Education (UPE) in 1976, but as noted, the programmefailed dueto
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lack of funds necessitated by corruption, among other factors. Another mass—oriented
education programme, the Universal Basic Education (UBE) launched on the 30"
September, 1999, was expected to provide free education to children between the ages
of seven to seventeen, and, which hasa so; not produced the desired results. Although
Nigeria'seducational sector isin dire need, the most troubled of thethreetiersisthe
primary education sector. Recent available statisticson primary education showsthat there
areabout 2,015 primary schoolsin Nigeriawith no buildingsof any type. Classesareheld
under trees. The quality of teaching conducted under such aninhumane condition would
not beanything tobeproud of (Dike, 2008).Thoughitisdifficult to gaugetota education
expenditures because of theway thethree-tiered federal systemworks, best estimatesare
that the country spendsabout 2 percent of GDPfor education, lessthan half the percentage
of GDP spent by most sub-Saharan countries on average. Thisiswherethe Fund is
expected to urgently intervene by building good school sfor the education of the popul ace.
Becauseif Nigeriacannot give adequate and qual ity education to studentsat the primary
and secondary level, thetertiary institutionswould continue to be popul ated by thosewho
areleast prepared to facetherigorsof university education and Nigeriawill continueto
backdideeconomically, socialy and politicaly.

Health Sector: Despite Nigerian'sstrategic positioninAfrica, the country isgreatly under-
servedinthehedth caresphere. Provision of hedlth careservicesin Nigeriaistheconcurrent
responsibility of al threetiersof government (federd, stateand local).Primary hedlth care
encompasses services such as prevention and treatment of local endemic diseases,
Immuni zation, maternity and nutrition programmesetc. Secondary hedlth servicesinvolve
outpatient and inpatient servicesfor general medica and surgical services. Tertiary hedth
careinvolvesadditiona specidigt servicessuch asorthopedic, psychiatry, and ophthamology
services. Loca governmentsare primarily respons blefor theddlivery of primary health
care services, while secondary and tertiary healthcare aswell asgeneral hospitalsarethe
respongblitiesof Stategovernments. Thehedth satusof the Nigerian populationisrelaively
low, dueto poor quality of servicesand inefficienciesin the public health sector. Nigeria
performspoorly intermsof key indicatorsof health and well-being such asinfant and child
mortality, maternal mortaity and morbidity rates.

Inmany cases, Nigeria shedlthindicatorsare comparatively worsethanindicators
for someof theleast developed countriesinAfrica. Hedthfacilities (health centres, personnd,
and medical equipments) areinadequatein thiscountry especially inrural areas. Asan
important element of devel opment, public health not only functionsto provide adequate
and timely medical care but also track, monitor and control disease outbreak (Osain,
2011).Again, preventive health care practicesremain very poor in Nigeria TheNigerian
hedlth care systemispoorly devel oped. No adequate and functiona surveillance systems
aredeveloped. Inabid to enhancethe provision of health care, the Nigerian government
established the National Health Insurance Scheme (NHIS), with theaim of improving
accessto health care and reducing the financial burden of out-of-pocket payment for
health care service (Olakunde, 2012). There hasbeen alagintheexpansion of NHISto
achieve aconsiderable coverage sinceit became operational . A World bank survey in

International Journal of Economic Development Research and Investment, Vol. 5, No. 2; August 2014 70
ISSN: 2141-6729



2008 reported that about0.8% of the population was covered by NHIS (Worldbank,
2008).Thishasattracted alot of censure since many peopleareleft out and not benefitting
fromit (Ogbonnaya, 2010). The NHISisfocused on making the scheme mandatory for
every Nigerian and amsto get every Nigerian enlisted by December 2015. Other factors
such aspoor medical facilities, shortage of medica personnel, lack of awarenessand poor
funding have been identified as challengesthat affect the efficacy of NHISin Nigeria
(Ibiwoyeand Adeleke, 2008). Given the dismal scenarioin the health sector the Fund,
could be harnessed to enlarged the beneficiariesof NHISwhich for now islimitedto only
ahandful of Federal Government civil servants, and to upgradethelevel of medical care
facilitiesacrossthecountry.

Water Resources: Water isanatural resourcethat hasno substitute. Thisisoften taken
for granted until faced with shortagesand drought. In recent yearsNigeriahasexperienced
flooding, drought and urban water shortageswhich have underlined theneed for therationd
planning of water resources. Thenational water and sanitation policy program dividethe
responsibility of water supply in NigeriabetweentheFederd, Stateand loca governments.
Theloca Governmentsarein-charge of the establishment, operation and maintenance of
rural water supply schemesintheir communities. They area soresponsiblefor establishing,
equipping and funding the water and environmental sanitation departments. The state
government isresponsiblefor the supply of water to urban and semi-urban areas, while
thefederd government hasjurisdiction over shared water resources, largedams, formulation
andimplementation of policiesfor overd| water resourcesmanagement (CSEA ,2010). There
iscurrently no standard body that supervisesthequdity of drinking water inthe country.

Only purchasable potabl e drinking water isregul ated by the National Agenciesfor
Food and Drug Administration and Control (NAFDAC), other sourcesare not regul ated.
Drinking water issourced from domestic piped taps, community taps, springs, wellsand
water suppliers(tankers). The poor often get drinking water from community taps, springs,
rivers, hand-dug well andin most cases, buy from water suppliers'vendors. Thisleadsto
the poor paying morethantherichinthesociety. Therich ontheother hand, enjoy subsidized
tariffsonwater consumption, which should actudly betargeted at thepoor to help aleviate
their suffering and cushion theeffect of their relatively high expenditureon socid amenities.

Energy sector: withtherecent privatization of the hitherto state owned monopoly electricity
behemoth Power holding Corporation of Nigeria(PHCN), it ishopethat the sector would
perform creditably asthe case with the privati zed communication sector; hencethe NSIA
would only perform apaterna rolein spite of the sector’svital rolein economic growth
and development. Thetransparency of aSWF isrelated to the openness of the country’s
political structure. Thus, a county’s reputation is a prime determinant of the image,
transparency and governance structure of its SWF. Setting up atransparent and corruption-
free SWFin Nigeriawithits opaque governance styleisbound to be quite challenging.
However, the effort of the NSI A to operate a SWF that isopen and transparent has been
quitecommendable sofar. For instance, inthe official statement announcing the second
quarter 2014 ratings by the Linaburg-Maduell transparency index administered by the
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Sovereign Wealth ingtitute, the NSI A was upgraded to nine points out of apossibleten
fromascorefour in the previousrankings. The Index was devel oped at the Sovereign
Wealth Fund Institute by Carl Linaburg and Micheal Maduell and isamethod of rating
transparency in respect to sovereign wealth funds (Nssien, 2014). Notwithstanding, the
high ranking of the NSWF, the NSI A needsto finetuned someof itsoperational guiddines
to obviate potential pitfallsthat would likely foster discord among the threetiers of
government and increaseitsinvestment risk factor. Some of thevital concernsinclude:

TheMinister of Finance hassaid that the best expertsingloba fund investment at
theinstitutional level ssuch as City Group, Goldman Sachs, Credite Suisse, United Bank
of Switzerland and Nigeria's Stanbic1BTC havebeen engaged toguide NS A ininvestment
decisions(Ujah, 2013). Thisraises certain questionsasto the number of these* experts’
needed for investment advice. How muchwould wehaveto pay theseexpertsascommisson
for their advice? How woul d the country be surethat the advice been givenistheoptima,
seaing asthesefinancia expertsarerivasinthegloba arenaeachfightingto underminethe
other?What criteriawere chosen to hire these experts, that it has excluded indigenous
financial institutions-albeit one?When some of them like Citigroup had grabbed World
attention recently by making bad investmentsand arein direneed of cashinfusondueto
| ossesfrom mismanagement and the subprime mortgagecrisis.

How certain arewethat these expertswould incorporate the salient features of
theNigerian peopleand society inthelr investment model storedlly ensureitsapplicability?
Thebest optionisfor the NSIA to thoroughly filter theseforeign“ experts’ and choose
only one (not half adozen as presently) whose credentialsand profilearein linewith the
NSIA criteria, and threeindigenousfinancia ingtitutionsto under-study the* expert” and
assistininjecting therequired loca content and outlook to theinvestment decisionsand
infrastructural projectsthat would be undertaken by the Fund. Thiswould gresatly reduce
the cost of dollar commissionspaid and enabletheseindigenousfirmsacquirethe necessary
skillsand toolsneeded to take over and managed such avita sourceof financeby Nigerians.

CONCLUSIONAND RECOMMENDATIONS

TheBill establishingthe NSIA isspecific onthe source of funding Sating that the NSIA will
receivemonthly funding of asignificant portion of oil and gasrevenue abovethe budgeted
revenue and approved by parliament. The fresh inflow which makesthefund $1.550
billion strong, good asit may be; negatesthebasi ¢ principlesof funding SWFsasit amounts
to going into debt (taking aloan) to save. Management of the SWF should be strictly
governed by theenabling legidation that establishesit. Itspresent staff strength of 15 core
profess onasiscommendableand effort should bemadeto ensurethat itsactivities (funding
and expenditure) should not be shrouded in secrecy and undue bureaucracy at thewhims
and caprices of the government in power. Hencethefear being expressed of an undue
interference by the Minister of Finance, by deciding on behalf of the NSIA board, the
disbursement additional $550 millioninjection, stating that $200millionwould gointothe
Infrastructural Fund to finance gas-to-power investment with the private sector, and the
baance of $350 millionwould gointoaliquidity facility, whichthe Nigerian Bulk Electricity
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Trading Company Plc (NBET) would manage on behalf of thefederal government to
boost investors' confidencein the power sector reforms. Thisunwarranted intrusion by
political appointeesof government into the coremanagerid affairsof theNSIA isboundto
generatealot of negativereactioninfuture by other stakeholdersin the Fund and which
will inturn rubbish thefavourableratingsthe Fund presently enjoys. Thistrend should be
discontinued forthwith. The Federal Government should enhancerestraint and improve
trangparency initsfinancid spending. Availableinformation suggeststhat previousspecia
fundsestablished by government have been subject to regular capita withdrawa sto baance
governments' budgetsand repay external debt without adequate legidative backing. A
deliberatepolicy of infrastructural growth taken by the NSI A would greatly and speedily
confer the benefitsof establishing the SWF on the devel opment of the Nigerian economy.
Wewould only befollowing thetraditiona objective(s) of setting up an SWFwhichisthe
provision of, theinfrastructural needs of the host Statesas seenin section I11 above. A
deliberate policy of infrastructural growth taken by the NSI A would grestly enhancethe
successand genera acceptability of establishing thefund by all state governmentsinthe
country (pockets of resistance astypifiesby the Lagosand River State Governmentsis
maostly duetolack of confidenceinthefedera government’ strangparency inthemanagement
of previousfundsset up by the Federal Government).

Moreover, documented literature and opinions of laymen arein accord on the
crucid roleadequateinfrastructural investment would have onthe Nigerianlandscapein
termsof: enhancing our viability to foreign multinational corporationsand investorsfor
directinvestments, improving thequality of our schoolsand graduates, thereby impacting
positively on our research and innovativenessindex in theglobal setting, increasing our
life-expectancy through the provision of adequate and functional health-careand clean
water. Reducing the social and economic cost of road accidentsthrough the provision of
well tarred roadsenhancesinter-regiond tradethrough theavail ability of chegp and efficient
rail and water transport systems. Thequality of our democracy would begreetly elevated
asevery Nigerianwould feel aproud sense of having benefitted from the dividends of
civiliangovernance.
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