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Coal was discovered in Nigeria in 1909 and coal mning started with a drift mne at
ogbet e, Enugu in 1915.

Since 1958/59, when coal production reached its peak , there has been a persistent
fluctuation in the amunt

of coal produced in subsequent years. This paper therefore investigates the mjor causes
of the decline of the

Ni geria coal Industry and provides a framework for greater (inproved) perfornmance.
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1..0 | NTRODUCTI ON

Coal as discovered in Nigeria in 1909 and coal mining started with a drift mne opened in
1915 at Ogbete in Enugu (Nigerian Coal Corporation, 1982). |n 1950 an ordinance
establishing the N gerian Coal Corporation was enacted and solely charged with the
responsi bility of devel oping the coal resources of Nigeria.

Coal is nined in Ananbra State and Benue State. W have Oyeana M ne and Ckpara M ne in
Ananbra State while Owmpka and Ckaba M ne exist in Benue State. The coal resources

di scovered so far in N geria occur within geological units known as the "Coal - measures"
The coal neasures outcrop al ong the Enugu exarpnent right through Nsukka, Ezinp to Ckaba,
Kotom Karifi Dekena and Idah (N gerian Coal Corporation, 1982). The coal neasures are
concentrated within the Ananbra Basin, but coal occurs in other rocks within Nigeria such
as Lafia-Cbi in Plateau State, Lanja, Gonbe in Bauchi State and Afikpo in Inpo State.
There are two nmmjor types of coal nanely anthracite and bitum nous. Alittle bel ow
bituminous in quality is sub-bitum nous which is the najor type found in Nigeria. It is
i mportant as fuel because it burns slowy and gives out a | ot of heat.

At present, N geria' s nost exploited coal mines are |ocated at Enugu. Mning, on a mnuch
snal l er scale is in progress at Okaba in Benue State. Commercial Local Production from
the Enugu M nes started in 1916 which was halted during the civil war as it was abandoned

and flooded. Production resuned again in 1972 after the war. |n 1976, the coal m ning
was mechani zed under agreenent between N gerian Government and Kopex Overseas M ning
Construction Conpany of Poland. Unfortunately this nechanization failed and till today,

nmultiplicity of problens are encountered by the corporation.

Since 1958/59, when coal production reached its peak, there has been a persistent
fluctuation in the amobunt of coal produced in subsequent years till date with an average
ef fect of a decrease in quantity. The disruptive effect of the decline can be inferred
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fromthe inportance of the coal industry to Nigeria. Such inportance in providing
livelihood for a | arge nunber of people explains the reason for a concern over the
deteriorating performance of the industry.

The problemof this study is therefore to investigate the nmajor causes of the decline of
the Nigerian Coal Industry and to provide franework for greater performance. This work
ains at providing a conprehensive account of the performance of the coal industry through
anal ysis of the output trends and al so highlighting the technical problem of coal
production. Such findings however will be useful for the effective nanagenent of the

Ni geri an Coal Corporation. The criticisns and suggestions advanced, will contribute to a
nore efficient nmanagenent and organi zati on of the corporation in addition to providing

i nformati on which policy nakers can use to revitalize the N gerian Coal Industry. The
study follows the descriptive approach. It examnes the corporation with a viewto
evaluating its performance and suggesting neasures for inprovenent.

The basic limtation of this work has not been much of the usual "lack of data", but

rat her that of managi ng the vast volune of data to a reasonable size as to nmake a
definite and sensible inpact. In other words the study is linited by time, finance and
space restriction which has made it inpossible for all the research findings to be

i ncorporated within the specific page limt. Furthernore, apart fromcoal figures being
estimated, all the figures were not avail able. The study did not in any way consider the
social structure of coal rather it considered the extent of understanding the production
performance of the industry.

I ndeed, there are many literary discussions relating to the coal industry in general and
to the decline of the industry in particular. Schatzl Ludwi g (1969, p.24) has noted that
the discovery of oil inlate fifties led to the dieselization of the N gerian Railways
and has permanently danpened the demand for coal

R O Nwabueze (1966, p.11), identified the major problens confronting the local industry
as high production cost, transportation difficulties and declining demand. In
particular, he noted that the inability of the corporation to supply adequate quantities
of coal was due to the failure of the Railway Corporation to supply reasonably |arge
nunber of wagons to renove he coal fromthe mnes. Contributing to the assessnent of coa
nm ni ng operation costs in lahona, U S A T. Ghebrenedhin et al (11978, p.780),
contend that the cost of coal production prinarily depends on the depth of coal. They
poi nt out that sone sites mines nust be stripped quite deep to locate the coal. The
deeper the coal production nust nine, the higher are production costs. The annual
production of coal at Enugu increased only from 1916-1959. since then quantities of coa
nm ned have decreased at fluctuating rates and after the war in 1970 production steadily
declined till data (Ayuambum 1983). In similar contribution, Engineer F.N. Ugwu (1988),
observed that enough noney could be used to offset the corporation's indebtedness and
resuscitate the old |abor intensive nethods of under ground nmining in the short-run
pendi ng the re-nechani zation to enable the N gerian Coal Corporation neet its share of
domestic and export markets. None of these studies has presented a conprehensive
revitalization package based on a critical analysis of the performance of the industry;
this work therefore will include the nore recent years in evaluating the production
performance of the corporation, as an extension of previous work while putting forward
nore revitalization neasures.

For a systematic approach, this work is divided into four sections. The introductory
section includes statenent of

probl em significance of study, approach of study, linitations, delinitation and
literature review, as presented in section one. Section two discusses the mning, costing
and perfornance anal ysis of coal production. Section three concentrates on the production
probl ens, market diversification and revitalization nmeasures for the industry. Section
four is the conclusion of the whole paper.
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2.0 COAL PRODUCTI ON

2.1 M NI NG AND COSTI NG

The Nigerian Coal Corporation currently operates four nechanized |ong wall faces at
Enugu. This mechani zed long wall nining is cheaper than the previous pillar and stall
nmet hod that was in operation at Enugu nines both in terns of cost and conveni ence of

m ning. The cost of operation nmechanically is about twenty naira per tonne of coal while
the cost of operation in terns of |abor stands at twenty-six naira per tonne of coal.
This was the cost before the introduction of second tier foreign exchange value, that is
pre-stem val ue.

The obj ect of mechanization is not just tog et nore coal, it is mainly to ensure the
future of the industry on a prosperous and progressive basis, that is reducing the cost
of production and nmaking the task of producing the coal easier. For efficient and safe
working of the mine and to elimnate or avoid the bottl eneck in producti on.

Mechani zation has progressed fromnaterial handling at the surface to the coal face and
conpl ete mechani zation is reached with machi nes which both can out and | oad t he coal
Transportation cost of coal by the corporation is a direct function of this distance of
the users fromthe mne. For all practical purposes, thus the p[rice of coal (cost to
users) is made up of two conponents a fixed part that reflects mning cost distorted by
the country's energy pricing structure and a variable part that reflects the cost of
transportation

2.2 PERFORMANCE ANALYSI S

The performance of the N gerian Coal Industry can be eval uated by exanmi ning the trend of
production of the industry. The industry's annual output of coal from 1960 to 1987 is
shown in table 2.1. the output figures are analyzed by the nethod of seni-averages as
shown in the table.

TABLE 2. 1: ANALYSI S OF TREND OF NI GERI A' S COAL OUTPUT
USI NG METHOD OF SEM - AVERAGES ( TONNES)

Annual Semi - Aver ages Seni - Aver age Aver age
Annual
Year Qut put Qut put Di fference Rat e of
Change

1960 565, 681
1961 596, 502
1962 615, 681
1963 600, 229. 19
1964 689, 502
1965 730, 183

1966 630, 126 385, 007
1967 94, 563
1968 Ni |
1969 19, 840
1970 24,404

1971 176, 927
1972 323, 007
1973 314, 457 - 225, 040 - 15003
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1974 277,753
1975 271, 397
1976 282,729
1977 243, 317
1978 201, 601
1979 163, 000

1980 118, 317 159, 967
1981 114, 812

1982 56, 017

1983 52,730

1984 83, 461

1985 139, 744
1986 117, 499
1987 117, 159

SOURCES: Ni geri an Coal Corporation Thirty Second Annual for the year 1985 and
vari ous issues of Econom ¢ and Financial Review of Central Bank of N geria.

As can be seen fromthe tine-series graph, apart froma noderate drop in 1963,
production rose al nost consistently from 1960 and reached an all-tinme peak of 730,183
tons of 1965. Thereafter output experienced declining trend with a very sharp drop in
output, fromthe 11966 figures of 630,126 tons to the 1967 figure of 94,563 tons. This
sharp drop can be explained by the increasing dieselization of the Nigerian rai
transport; the growing reliance on petroleum and hydro energy sources; and the civil
crises which started in 1966 and whi ch has di sorgani zed econonic activities by the tine
the civil war broke out in July, 1967. as can be seen fromthe figure in 1968 coa
out put was nil because the coal nines at Enugu were closed during the civil war and the
Ckaba coal mines in Benue State was yet to start production. Coal output fromthe |ater
started in 1969. Thus one can see a pick-up of production from 1969 with a sharp junp in
producti on between 1971 and 1972 owing to the reactivation of the Enugu m nes after the
civil war.

It is inportant to note that even at full recovery, the average |evel of output
(1974-1987) was quite bel ow the average | evel of output between 1960 and 1973 (that is;
pre-war, war and early pre-war period). Fromthe 1972 "Low peak", coal output
experienced a noderate but al nbst consistently prol onged downward trend so that by 1987,
out put was only 117,159 tons.

The above description of the tine-series graph traces the path of coal production
overtinme. It is however useful to have a sunmary picture of the production trend which
has clearly shown that the Nigerian Coal Industry is really facing hard tines. |In this
regard, the trend line which in this case is cal culated by the sem averages nethod
serves a useful purpose. The trend as derived in table 2.1 is negatively sloped show ng
that coal production in Nigeria was a declining function of tine over the period (1960 -
1967) .

From a seni -average of 385,007 tons for 1960 - 1973, coal output dropped to a
sem - average of 159,967 tons for 1974 - 1987, a decrease of 225,040 tons. The average
annual rate of decline (the gradient of the trend line) was 15,003 tons. This has shown
that Nigerian coal corporation is characterized by poor production perfornance in the
face of continuous declining of coal output hence if the situation is not checked
positively, one may visualize or predict that within the next five to ten years, the
corporation nmight cone to zero | evel of output.
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3.0 PROBLEMS REVI TALI ZATI ON AND DI VERSI FI CATI ON

3.1 PRODUCTI ON PROBLEMS

Among the maj or cause of the poor performance of the Nigeria coal industry is technical
limtations. For a technologically backward country |ike N geria, mechanization is beset
by nmany constraints.

(a) There is the problem of foreign exchange with which to inport equipnent. Even
when such equi pnent have been inported and installed, there will be need for foreign
exchange for the continued inportation of replacenent wares and spare parts.

(b) The fact that replacenent wares and spare parts for nmaintenance have to be

i mported nmeans that even if foreign exchange is avail able, a breakdown of existing plant
often inplies a prolonged period of work stoppage because it takes tinme before ordered
conmponents can be received.

(c) This is the problem of inappropriateness of inported technol ogy. Machines are
often designed to reflect the environnmental conditions of the producing country and not
necessarily those of the inporting countries. A typical case of the Kopex mechani zation
project of N geria' s coal mning.

Among ot her inhibiting factors are i nadequate el ectric power supply, inadequate
transportation facilities etc. power fluctuations and stoppage di srupt and sl ow down
production. The coal corporation distributes its coal through railways and roads.
Because of the inadequate of road wagons the main node of distribution are the rails.

Al so the inadequacy of equipnent for open cost nines are building of new coal fire
powdered stations to assist both NEPA (National Electric Power Authority) and NCC
(Nigeria Coal Corporation), to enable the carriage of about 25,000 tones as opposed to
5,000 per vessel was an added probl em

The main | abor problemin the Nigerian Coal Corporation is that miners are poorly
notivated considering the tedious nature of their job. This poor notivation nmakes the
corporation |loose a lot of its workers. There is shortage of able-bodi ed young nen who
could have increased the productivity of the industry. Mne workers are not paid on a
di fferent scale that would reflect the hazardous nature of their occupation and unpaid
gratuities and pensions of its retired workers exists.

It is also pertinent to point out that since governnent's policy in subsidizing its
operation as per oil boomera had stopped, it nade it difficult to neet the chall enges
and prospects of inproving the donestic and export sal es of coal.

3.2 REVI TALI ZATI ON SCHEME AND MARKET DI VERSI FI CATI ON

It is unrealistic to expect that the governnent can provide the huge investnent capital
needed for revitalization. This is particularly so now that the national treasury is
virtually enpty. 1In view of this, a reorganization of the ownership structure of the
coal industry is necessary; the aimshould be to tract private business interests to fund
the revitalization. The Federal Governnent whi ch now owns the coal industry 100% shoul d
seriously consider relinquishing about 60%the equity participation to private interests.
This schene can al so secure part of its capital as loans. It is also likely that United
Agencies |ike the Wrld Bank and Food and Agricultural Organization (FAO may al so be
interested in supporting the coal project.

The revitalization of the coal industry depends mainly on providing a large reliable

mar ket for coal, not only should old market be recovered, strengthened and expanded where
possi bl e, but also and nore inportantly new markets shoul d be devel oped as a way of

di versifying the markets should sustain the coal industry. And this can be done in the
fol |l owi ng ways:

i) Repl acenent of Hydro-El ectric Power Generation
ii) Substituting coal for wooding fuel

iii) Processi ng coal for By-product, and

i V) Expl oiting the export market.

4.0 CONCLUSI ONS AND RECOMVENDATI ONS

This research was intended to investigate the major causes of the decline of the N gerian
coal industry with the view of suggesting a frame work for the revitalization of the
corporation and greater utilization's of the country's coal resources. The study has
reveal ed that the annual production of coal at Enugu increased only from 1916-1959 and
from 1960-1965. Since then the quantities of coal m ned have decreased at fluctuating
rates and after the war in 1970 production steadily declined till date. ( The Appendi x
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shows total coal production figure, 1916-1987).

Al t hough the mi nes have been nechani zed, the hi gh expectations of the nechanization
exercise in terns of increased coal output, are far from being realized because of the
poor performance of the installed nachines and equi pnent. The true position being that
the vol unme of production has increasingly found it inpossible to break-even or even nake
pr ogr ess.

Besi des the coal face nmechani zation investnent, the governnment should invest seriously to
nm ne devel opnents and tunneling, establishnent of industries to use coal in order to
generate a cash flow for the industry and ineffective mne nachineries. At this point, |
suggest that the Project Devel opment Agency (PRODA) which is aided by governnment should
produce cooki ng equi pnents that uses the Nigeria Coal. Wile investing on mne machines
prograns should be fully and carefully conceived. It should where necessary, take into
account the drai nage of necessary road way, careful selection of suitable nachineries,
and careful study of mning hazards and nanpower requirenents.

The market for the coal industry can be diversified by processing coal to extract such
val uabl e by-products as coal tar, ammoni a and nitrogenous conpounds useful for fertilizer
production. Moreover now that many countries are showing coal fired power generation, an
overseas market research is likely to find considerable export narket for N gerian's

coal. Wth foreign demand estinated at five million tones annually, it is a prospect for
the industry and hope for foreign exchange accunul ation. This is backed by our coa
reserve of 1.5 billion tones and its position as one of the best in the world.

A formof regulatory policy controlling the application of each source of energy in our
econom ¢ devel opnent should be formul ated (Wishishis 1987, p.14). this then will enable
the coal industry to contribute its own socio-econom ¢ quota and consequently nmake a
appreci able inpact in the overall devel opment of the nation. in this direction, the
Federal Governnment nust be prepared to invest heavily on the coal industry in all its
ram fications. For this purpose, F.N Ugwu (1988), suggested the sum of two hundred

mllion Naira, for revitalization of the corporation. Wth the governnent enphasis on
the econonic inportance of coal in our overall devel opnent prograns, nmany industrial

est abl i shment should be forced to delve into finding ways of how to incorporate our coa
as a source of raw materials in their production process while those establishnents who

i mports coal should be nade to rely totally on N gerian coal which will then instinct
these establishnents to aid the corporation to neet their denmand.

Finally, N gerian's should persistently and consistently present their bundles of
constructive and neani ngful suggestions and words of advice to the government on how best
to place coal mining inits right perspective in our econony. The governnent on the

ot her hand, shoul d endeavor as quick as possible, to release nore noney into the industry
especially to the newy appointed board of directors (charged with the responsibility of
devel oping and revitalization of N gerian Coal Corporation) so as to facilitate the quick
resuscitation of the corporation

TOTAL COAL PRODUCI TON FI GURE

YEAR TONS YEAR TONS

1916 25,511 1951 562, 270
1917 83, 405 1952 613, 374
1918 145, 400 1953 679, 437

1919 137, 844 1954 675, 919

1920 180, 122 1955 750, 058

1921 187, 027 1956 790, 030

1922 194, 073 1957 846, 526

1923 112, 818 1958 905, 397

1924 175, 137 1959 684, 800
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1925 220, 161 1960 565, 681
1926 242,583 1961 596, 502
1927 353, 274 1962 615, 681
1928 345, 303 1963 600, 229. 19
1929 363, 743 1964 698, 562
1930 347, 115 1965 730, 183
1931 327,681 1966 630, 126
1932 263, 548 1967 94, 563
1933 259, 860 1968 Ni |
1934 234, 296 1969 19, 840
1935 258, 892 1970 24, 404
1936 257, 289 1971 176, 927
1937 310, 308 1972 323, 007
1938 323, 266 1973 314, 457
1939 300, 091 1974 297, 753
1940 318, 594 1975 271, 397
1941 402, 640 1976 282,729
1942 463, 978 1978 201, 601
1943 528, 421 1979 163, 000
1944 668, 158 1980 118. 317
1945 314,576 1981 114, 812
1946 607, 652 1982 56, 017
1947 572, 354 1983 52,730
1948 607, 759 1984 83, 461
1949 550, 517 1985 129, 744
1950 583, 425 1986 117, 499
1987 117, 159

SOURCES: Ni gerian Coal Corporation Thirty Second Annual Report for the year 1985

and various issues of Econonic and Financial Review of Central Bank of Nigeria.
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