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NIGERIA UPDATE

NOTES OF MEETING WITH HEAD OF STATE 30.4.94
INTRODUCTION

*This mesting had been set up with the assistence of the Chairman of NOLCHEM,
Major General Hassan Usman Ketsine, ex-Governor of the North and a close {and
militarfly sentor} friend of Abacha,

: . The:; maetlng toak p!ace in the Head of State’s residence In Abu]a, after @ B-hour -
: ‘walt .

1 had asked that the mea:tng should not come to the attention of the Minister for
Pettgaum, fora previoua attempt to see the Head of Btate hed been rebuifed, but In
the gvent he asrived ot the offices of the Presidency, unexpsctedly, at the sama time
a8; Gndwln Omene and 1! He old not Tnquire the purpose of our visit, snd later on !
agresd with the HoS thet he would, if esked, say that It hed been en outstahding
couitesy calf,

For obvious reasons | was concernsd not to upset the Minister of Petrelsum, but
parhaps this will show that hi cannot sasity block my mesting with the HoS, and he
may therafore in future not keep the HoS in the dark on Important issues, 8s he
seams to have done recently {ges balow). However, the matier is delicate so | will
tiy end snsure that 1 and the Minister don't fall out over this point.”

COMMUNITY DISTURBANCES
Qgonl issues
| raised the problam of the Cgonis and Ken Sere Wiwa, pointing out that Shell had

rot bean in the area now for almaost a year. We told him of the destruction that they
had credted at our sites of which he was apparently unawaere,
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;- Hp sp!d that, ehhonah he and saro Wiwa were o{d {rlends from his time &s a mi!ftarv
%" officat in the delta, he could not agres with his current stance, Ttie HoS sald that he
"+ -wolld not be allowing development to také place in the Ogoni area until Sere Wiwa
,stuppad his aotivmas

Ggmaral dlsturbances

{gave a qulck ovavlaw ef the recent problems we hat had end told of our sarloua .
concern that there was sn eacalation In the severlly of such events aid of thelr
fraquency. | seld that | was particularly warrled abiout the hostaga—taklng that was

* now. bscoming routine, and of the risk of violence should the military or the polica

becoms involved and overreact,

The Ho$ seld that he understood the problams were bacoming more widespread and
that-he belloved that there must ba more enforcement of discipiine to stop such.

" lawlagsness. | senss from this that he will intervane with either the military or the

polite. t mads it.clear that ) had specitically asked my staff not to involve sither bady

ldurlnu the tecent.problams for fedr of escelation and of Shetl again being sccused of

hiding -behind the forces of law and ordsr, and In fact of being responsible for eny
injurtes that may tranapire. He seamed to understand this, but he sald that he could
not condone the untawiul aptivities of such communities.

The Ho5 ssid that he wauld be caliing elders and Military Admln!strators from the
reglons involved to a meefing et which he sald that he would be making the Mi!ltary

- _Administrators rasponslble for any future problems,

Ol Company attitudas o ol com‘munltlas

" Ha sald that he thought Company attitudes towards the locala could ba better, and |

said that } agreed that there wss room fot Improvement In this regerd. ¥ promlaed

¢ that I;wuutd bo taking a personal interest in tha matter.

Co’mpsnsaﬂon paymants to oil communities

.Tha Has roferred to the age of legislation that leld down compensation to farmers

and tocal communities effected by oll operations, saying that the retes for ecdnomic
treds, land otc. were now far too low. Wa told him that we had elready ediusted
our ratea to compeansate for some Inflation, )

Shali assistance
| Buggested to the Ho$S that although ws may be abls to do some more we felt that
It was the government’s fob to teckie the major problams. Ws may ba prepared to
asslst In some cagtes, and we may redirect our attentlon to more support-re!atad
activities rather than conceontrating solely on projects.

Securlty
I told him of our problems with deteriorating segurity end of the numbers of guards

we had and how this was steadily costing more Hs also felt that somathing should
be done.

-
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Impact of recent 100,000 b/d shut in on oil priges

Ho realised that the recent shut-ins in the West had contributed to a riss in oil price
that slfactively meant that the eountry derived a nbt benefitt He joked that parheps
wa should have morg digturbances.

NNPC CASH CALL ARREARS ~
Quantum of Current Cash Call Arrears

1 told. the Ho$ -that the current arrears stvad at US$700 mﬂllnn. and gave him a
graph to Hliustrate the point. Ho seemed to be very surprised at the magnitude of the
sum owed, mentloning thet he hed been led to befleve thet it was sround $300
millioir, He seld that he thought he had besn epproving payments that fully
accourtad for all eash calls In 1994, and that soma extra had been allocatad to
re;fucmg the 1993 backleg.

It was qulle evident that ho had nof been given the same {acts.

- He aald that he would call a mesting In the coming wepk with Industry, NNPC, the
-CBN and 1 presums, with tha Minlstry of Potroleum, In order to verify the facts.

: sh Call Crude and uncertainties of being pald

_ada the point mat ungertainties ware crpating havoc in the oll busingss, and that
e & result most opsrators were raduclng thelr rate of investment, and that this

R Ha retortsd that we should not worry because there was g sufficlent sliocation In the
busdget for both ongolng 1984 cash cslls and for the arrears. He sald that we would
be pakf according to the budget.

Whsn | cautiously mentfoned the cash call crude payment option he said that this
would not be viebla a3 the crude was "shraady sofd™. From this | prasume he meant
that LT contrects have baen entered Into slready, end perheps that ofl had also bean
sold forward (as has been rumoured). ISITCO could perhaps try and varify this].

1894 BUDGET MATTERS AND THE ECONOMY
Forex

From his views on this subject 1 fse! thet thers /s only 8 small chance that the
currant forox procedures will be changed. He commented that he felt thet the
current approach would result in fower Inflation (it is, of course, having the opposite
effect).

He Is obviously well under the Jakande Influsnce (Minister for Houslng and Works
and the popullst politiclen who sesms to have “hijacked® economic policy from the
Minister of Financa), Coming as it does after the recent review of sconomic pollcy,
during which the Minister of Finsnce called for a change back to & parallsl forex
market, t am fearful that tha dis has bean recast, et least until the economy declines
even further.
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Infiation

Daclinlng purchasing power of the Nalra is high on his sgenda, and it sesms that
much of hig attentlon ig nveted on this,

Cenralised wags fixing?

As part of his strategy for keeping inflation under control he mentioned that he was
cohsldering some form of centralisad wage fixing srrangements "as some developed
countrles saa fit to do”, )

He sald thet he was worned at the olt and banking industrias ;iaving too much, and
that the fesulting precedent was bad for the other sectors of tha economy,
particularly the clvil service.

On all theae points, and these ahove, | chose not to ralse any arﬁumanta, this being
our lirst meating, end wanting to hear what hg had on his mind.

There are clearly Indications of a "centrafist” approach to solving the problems we
are gheountoring.

It was Intoresting t0 note that he was actuslly supportive of the Structural
Adjustment Programme undertaken during the Babanglda tenure, but he fauited the
previous government for losing Its initially strong tesolve and for not theiefore
allowing time for the SAP to work. 1 think thls enecdote was meant to reinforce his
cuirent commitmant to the new policies of the 1894 Budget.

Forelgn investment.

He ‘was concerned at the limited avallability of forelgn cepitsl, | tack the opportunity
to point out that compenies were concerned at the lack of political stabliity In the
countiy, end thet other factors werse taising the tlsks for investors. He acgepted this
remarkably well. He sald that the recent announcament of the Programme for the
Constitutional Conference was meant to demonstrate the degres of commitment he
hed to a propér resolution of tha cuirent politica! Impasse. | think he meant k.

BRITAIN

He sald quite & lot shout his views on Britein, emphasising that they and Nigera
were hatural pariners, etc. He sald that even though relationships were not so good
at present (dus, | suppose, to the sanctions ageinst the military efter the June 12th
problams leat year) he would be happy to invite John Major to revislt the country
whare he had once besn a hank mansager In Jos!

He made a link betwesn Shell and the UK and that he felt that these days diplomacy
was usually based on economic cooperation, trying 1o Indicate that he felt that Sheli
should continue to sustaln Nigeria i these difficuit times.

! mede the point that we were long term players, end that we were prepared to
continue to Invast 8o long a3 we felt that there was politice! stebility end thet the
economic terms and conditions of dolng business were sufficlently attrective, |
recalled that the currant cash call arrears was a good example of the sort of thing
that would put off investors.
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OlL BUSINESS
QPEC Quatas

The HoS-sald thet we should find creative ways of producing as much as possiblel |
pointed out that we had been severely censored by the Minister for produﬁng over
quotal :

Lopistation

Ha gald that he fait that current Patroleum Legistation was outdated and should be
lsv[sad.

Government involvement and verifigation of costs

,:“ Aa'partof the messege on legistation he sesms to bellave that the oll operators have

“+100:frea.a hand when [t comas to costs, and he belleves that thére should bs more

goWarnmant control, This, and the lagisfation lssue above, is an ominous sign that

perhaps he has basn convinced by NNPC or the DPR, or both, that we are not

. _gansitive to costs, The Minister was of the seme view (see earlier ngtes an the

() subject), so 1 believe that we had batter try and steer this carefully bafore things go
too far,

GENERAL COMMENTS

Further contacts

<1

o I offered 1o be availeble to the HoS should he need to discuss matters further, and
[ hb then gava me his {2} personal telaphone numbers, and asked for my card and
Jfboma number.

: ;fl feal thet the meating wes fru!tfuf In that we gathered quite B few useful hints on

.the government's views and possible future plans, and that | have a possible

opaning for further direct contact with the HeS. This mey prove very viluable under
the currant uncertain circumstances.

. Apparently contributing to the success of the contact was the fact that | had been
{ ) barn and lived here In the past. He seems to fes} this must help me to undetstand
the Nigerian ways. { will have 1o be careful how § uge thls, but it certelnly seems to

help {as doss my, still sornewhat rusty, understanding of the Hausa fanguage),

Bekassl Conflict
He didn't say much on this excapt to polnt aut that the Franch had conslistently
helped Its ex-colony both millterlly and aconomicelly, and that he feft that Britein
should do tha same for Nigerla.

Mood
Even though we finished at-9,16 pm, he did not sesm in a hunry to get rid of us. He

served ug with coffes end honey, end was retaxed In demeanor in spite of admitting
to having & lot of urgent problems to solve.
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Ha seams to be a quiet snd thought{ul man, with what appaars to bo g genuine
deslra to help the country to improva its lot. Ho 8130 edame across es somsons who
was ressohably well versed In the most important subjects, sithough thet Is not to
say that his viaws wera always well balanced, particularly es fegatds sconomlc
lsdues. .

There wora g lot of Hausa gu&rds, but 8l were in civilign dress,

The pelace decor was In very good-tasts and of & h!gh quality {so unlike what ong -
nurmally sess herg}l
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