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I feel greatly honwured te have been invited Lo participate

in this meeting of top-level industrislists to discuss the
problems of factory establishment ia developing countries.
For those of us from thosc areeg of the world where tech-
nological and industrial development is still inadequate,
it is very encouraging to know that UNIDO - which had
hitherto been known to be actively concevned with Govern-
ments of the developing countries - is also very concerned
about the fact that countries Like mine are faced with
gigantic provlems in the public :nd private sed .ors in
their attempts to further develop the industrial sectors -
of their cconemics, Furthermore, 1L is very significant
and reassuring that UNIDO actively continues to seek ways

through which these problems can be alleviated.

Having realised, and fully appreciated the need for and

the kenefits derivable from the further development of industry,
it is not surprising that both private individuals and
governments of the less technologically advanced countries

have seriously embarked upon a wide variety of new industrial
projects., Unfortunately, it cannol be claimed that a large
percentage of thege projects have been successful. In cases

of failure, it is only in retrnspect. that causes of failure

have been identified, Even then, such identified causoes of



failure have not necesmarily been useful in formulating
means of averting future failures. In a relatively few
and isolated cases, industrial projects have managed

to survive a multipligg;;.of complex problems during the
conception and implementation stages te evolve into
viable projects. 1In cases such as these, not only bhave
1essons been learned, but also valuable expoerience has
been gained. However, lessons learned and experiences
gained have not yet been enough to eliminate the more
complex fundamental probklems tending to limit the rate
of healthy growth of industrialisatiom in developing
countries. It is hoped tnat this mecting of seasoned
industrialists will go some way in providing further
golutions or means to the attainment of solutions to
these problems. I shall now endeavour to make a small
contribution by sharing with you some of my experiences
gained in the establishment and initial operation of

Oke-Afa Farms,

Before I go further into the discussion, 1 should mention

that the implementation of this poultrv industrial project

was the fiISéMVOHtUrG I had been fully involved in as a
private Nijerian citizon and entrepreneur, T bad pre-
viously. since pre-independence times, gained experience

in Nigeria in general trading and distribution as well

as being partly involved in the establishment and operation
of a pharmaceutical products factory. $So, althceugh T had
some experience,.l was really new to the business of total

industrialisation.
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The idea of setting up an intoegrated poultry complex'came
S

up rather accidentaelly. [ had a uubstdniial area of land

at my disposal, but with the condition that it would only

t.v utilised for an agro-based industry. In a way, that

condition proved to be a challenge and until I visited

Senmark in 1965, on the invitation of a Danish friend,

T did not guite know how to face the challonge.

I had started poultry as a kind of hobby, but the visit
to Denmark opened my eyces as Lo the huge potential that
poultry industry had in Nigeria. With the large population
of Nigeria and many other conditions that seemed to favour
the establishment of poultry industries (conditions are
even better today, see Appendix 1) I decided to have a
feasibility study carried out by Danish experts who knoew
a lot about the industry. The results of their study
rirmed my feelings, but these were later going to prove
to be the basis of a 1ot of difficulties in the implemen-
tation of the project. The general object of the poultry
project was to set up a substantial unit for production
and sales of broiler meat and oggs, producing everything
nceded in Nigeria from hatcheries to slaughter-houses and

cold stores. I will 1list tne facilities later in the story.

The first major problem 1 would like to mention was that
ariéing from capital requiremen!s. The study carried out
had forecast an initial capital requirement of about
£50,000 (fifty thousand pounds sterling). This turned

ot to be a gross under-estimete of the actual requirements.,

In fact, too many assumptions had been incorpurated in the 1
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study. Many of these were later found untenable as a
result of the fact that the data base used were either
totally wrong, or wrong assumptions used, Also, many
factors unicue to the Nigerian environment were not
even considered, in any case, we found out that we
were not in the position to provide the capital required

- and capital was almos!t impossiblce to get in Nigerial

Until fairly recently, medium to long~terin financing
was esscentially unavailable to ligeriens in the country.
Coupled to this undesirable situation, the higher-level
expatriate personnel of foreign-dominated banking
institutions were not only unsympathetic to indigenous-
buginessmen and entrepreneurs, bub they also seemed
antagonistic toward the implementaition of any modern
Industrial venture by Nigerians, They even sometimes
used to distort the presentaticn a6 a4 meang to kall such
ideas. We dc not grudge them for protecting the economic
interests of their molher country of course., In our
case, these institutions thought that we were over-
ambitious, I guess their cencept ion of Nigerians was
one of a people without ambition., We therefore had to

100k outwards for assistance,

Through our determination ard persistence, and through
the help of sympathetic people in well-placed positions,
we were able to secure an initial loan of fifty tiousand
pounds. At this point, I would 1ike tou pay tribute Lo
a British lady, Miss M.E.R, Sinders (of blegsed memory),
Area Director of Balfour Williamson & Compeny Limited,

Merchant Bankors of Ronon Housoe, Wood Street, London E.C.2.
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She was not only sympathetic to oun cause but also believed

strongly in giving support and aszistence to African

encrepreneurs invoived ir devolesment prejects,  She was

very instrumental in masing this 1oan possible and

through her help we wore also able to obtain approval for

a further loan of one hundrod choasand pounds from a

‘ British Government sponsored financing institution

operating in Nigeria. lHowevers, the supervisory conditions

of this further lovan were far from being desirabie. Although
the loan was approved in 1967, payment was not made until

1970 because of unduly protracted negotiations and unreason-

able delays. In addition, the financing institution insisted
on their right to approve every major decision that had to
be taken. They even seemed to want to run the operation

ent irely by themselves just because they had provided less

than 15% of the tnvestment capital. R

The situation, in itsclf, might not have been intolerable

if the parson seronded to us Lad been, at least, cooperative
and svmpathetic toward the project., 'Infortunately, the man
sen* dowr. Y0 represent them was not only absolutely incompetent |
but he secmed to be only interested in wine, women and song.
And, it was on the basis of the cccasional reports of this
expert thac decisions woire takent: We therefcore decided to
repay - and did in fact repay - the loan some seven years

before it matured,

Another occasion of siorificant help and deliborate support by

Miss Sanders wos when anobher foreisn bank operating in Nigeria

- out 0i & plan *o damyen our enthisiasm and courage - demanded ‘
from us the quaraniee of a {irst ciasw; foroign bark to enable that 1
bank to grunt us fa-ility for cerrying on our pouliry project

in Nigeriu., Tt shoutld bo mentaoret ere that U0 bank did ‘




not lack knowledge of the Foreian Exchange Roegulations

in Nigeria which made it impoussible for rvepatriation

of either capital or profit without specilic Government
approval. Such approval could never be obtained for

this kind of transaction, We had a temporary set-back,

The Manager of this particuia:r bark asked Misy Sanders

why she should be helping Africans 80 much. Notwithstanding
all these insinuations, Miss 3Sanders came all out in our
support and got the Board of her bank to give the guarantee.
She had thought that the bank in Nigeraa would go back on
their word so that it could be established further what a
high degree of man-made obstacles were often placed in

the way of the progress uf developing countries,

The actual process of project implementation presented a
wide variety of problems. We initially did not appreciate
the complex requirements of the poultry industry which, like
most other industries, needs a very high level of technical
competence based on know-how and experience. The degree of
gophistication involved in production and hsndling techniques
i8 much more than most peopie realise. Since we are dealing
vith a living commodity, the quaelity requirements for the
finished product are muc!: more exacting and specific,

One muut have a full grasp of the con:opt of quality in
poultry to be really apprecictive of the precantions to

be taken and the methodology involved.

We had assumed that infrasiructural regairements would be
adequate or could be easlly acguired because we were located

relatively close to the city ot Lagos. Although Oke-Afa




is only some eleven iilomerers Erom the centre of Lagos,

electricity and walcr supnlieo: »roved oxtremelv difficult
and expensive to acguire. In awition. we nad Lo build
and maintain, al odr own expense, an access road almost
eight kilometers lonyg, threugh swamps to connect with the
wain highway to Lagous and other parts of the country.

These were rot costed in the initial study.

Being a pioneer project, the first of its kind in West
Africa, we encountered a number of technical problems,
essentially resulting from the lack of flexibility in

the thinking of our foreign technical advisers and equip-
mont wanufacturers. It has been suggested, and perhaps
quite rightly, that they only wanted to sell their equip-
ment without caring about atter sales service and the
attendant consequences. Som= 0f the equipment recommended
and purchased was unsuitable for use in tropical areas of
the world. Certuin =impl: item . of cquipwent and machinery,
such as nuis, bolts and c¢ontrol panels, were not sent along
with our orders apparently on the assumption that these
would be easily available locally., Some electrical equip-
ment sent to us had ratings that did not match the local
electricity supply. Water roguirements were grossly under-
estimated. Illumination was 2180 a problem because we had
no data Lo determine its necessity and specifications. 1In
addition, our local technicians had not. heen sufficiently
exposed to the imported techinology. 1In many cases, we had
to undergo series of expensive trials in order to solve

some of these problems, We learned a lot in a short time
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but it was very expensive - and sometimes frustrating.

These difficulties illustrate the situation in which, too
often, only the third rate organisations in the developed
countries, rather than those of a higher calibre, seem to
have any interest in projects in developing countries.
This may be a reason for the high rate of failure of many
attempts at improving the state of industrialisation in

these countries.

We had purchased some cquipment from Spain. Technicians
had been sent down to us to install and commission it as
well as to train our technicians to operate and maintain
it. Unfortunately, these Spanish technicians could not
speak & word of English or of any other language we could
understand, We were, howcever, fortunate in that our local
technicians were oxtremely wiliing to lcarn and were
completely dedicated., By dint of hard work, a lot of these
difficulties were eventually overcome, But really a
situation whereby the primordial mears of communication is
by s8igns and 1ip reading, iz hardly conducive to the

transfer of modern technology and industrial development.,

One of the sad assumptiors wade in the initial study was
that we would have nc problemm  in the acguisition of raw
materials, especially feeds hased on ceorn,  This assumption
was reinforced by an FAO (¥ood and Agricultural Organisation

of the United Nations) report in which the forecast of an




abundance of grein (including coern) in'Nigerju for the
following 1. or so yeais had be r nude. Unfor.anately it
wag the forecast that was noved by all concerted rather than

the recommendations for the attainment of the projectjons.

At the time of tiw study in 1466, the prevailing local price
of corn was twenty-four naira (or twelve sterling pounds at
that time) per metric ton. Less than a year later, in 1967,
the price of corn had more than doubled and when you could
£ind it at all, you had to pay about sixty naira for a tom.
To make matters worse, the government, at that time, imposed
a 40% ad valorem tax on imported curn in order Lo encourage
local production. Unfortunately, this tariff measure was

a fallure becausr simuliancous financing was not provided
for agricultural growth. For us, it became too expensive
to import corn and it was extremely difficult to obtain

adequate surnlies locally. We herefore had t g¢go into the

production of corn ourselves after trying various unsuccessful

means of encouraging increased production by the local
farmers. This has turned cul to be a good decision because
the situation is even worge today. Corn is now about three
hundred naira a ton, and i even more difficult to obtain

locally.

Product marketing presented a big problem at the outset
because of the attitude of the entire population toward
meat supplied from cold stores. Our peocple believed that
unless blood was Spilt on the ground, an animal iy not

considered suitable for eating. In addition, religious
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constraints made broiler production a fairly difficult
venture, However, we have helped to dampen these negative
notions by ensuring that the slaughtering of our chickens
is carried out by an Imam or a Moslem. Our labels carry
Arabic inscriptions guaranteeing that our birds are
properly slaughtered according to “Sheria®” before being
gold., Today, we have no problem marketing our products,
In fact, demand has increased so much that a twenty-fold

increase in production will not satisfy it.

We are guite happy that Oke-Afa Farms has grown from very
humble and problematic beginnings into the largest and most
successful venture of its kind in West Africa. The industry

now consists of several sub-industries which incliudes-

1, Parent stock rearing for the production of
hatching eggs:s

2. Hatcheries for pullets and broilerss

3. Rearing facilitirs for layers and broilersj

4, Egg production;

5. Mailze prouduction;

6., Feedmill complex;

7. Egg packing plants

8. Slaughter and coid storage facilities; and

9, Distribution system.

The parent stock populat,on is requiarly at a level of some
25,000, There is a similar population of broilers., The
egg-laying unit is 250,000 strong and the broilev population

is at the rate of about 750,000 per annum. At any given

time the farm accommodates 500,000 chickens of all sizes




and types., The capacity of our feedmill plant 18 now such
that about 29% of tota! produciion at £2131 capacity goes

to fa.wers other than our own,

The labour strengtn on the farm {(including grain production) is
about on¢  thousand five nundred. We are actively considering

further expanssion,

As I hope you have seen, we have been able to overcome the
formidable problems of implementing a pioneer industrial
project in a developing country even to the point where

we were forced to inteqrate backwards into agriculture,

We have learned a lot of lessons, and we hope we shall not
- in the future - make the types of mistakes we have made

in the past.

In conclusion, I would 1like to prescent a few proposals for
your consic :ration. These projosals, as you will note,
arise largecly rrom my oxperiences in the implementation

of the Oke-Ala project.

in the first place, T would like to suggest that UNYDO and
other similar international organisations should make
significant effoirts to educate and convince international
capital sources foreign to developing countries, to re-
orientate their thinking more positively toward entrepreneurs
in developing rountries. We understand that capital invest-
ment involves a certain element of risk., What these
institutions do not seom to understand and accept is that
their risk considerations are based on 23215 poor knowledge

and understanding of the social patterns in our countries.,




It is a notion amongst westerns bankoerg that when money

is loaned to pueople in developiad countries, bucause

of their social potinirns Lhey chooso morn? wives, 1 have
heard the view expressed Fhot thic is <here Lhe money
goes, rather than to the investwment .  The true =story

is quite different, First of all you must sppreciate
that an extra wife in Africe is an asset to the general
activity because she helips her husband. She does not,
therefore, represent 2 drain on tﬁu finances as claimed,
In comparison with the cost of maintaining these simple
innocents, ons Western wife costs yruinously more, Unless
you understand such niceties, and others - for example
that a family name is8 as good a gnarantee in wost developing
countries as & nollateral - you are not really in a good

pition to start considering coxtending credit facilities,
y

Foreign banl ing «1d financial ngtitutions al.o tend to
think that they exioi primarily; to assist industrialised
countries in the expleitatior of opportunities in the
developing countries, rather than to assist the citizens
and governments of the vountries in which they operate,
UNIDO, being an international orgianisation, should help
dispel unfounded fears by publishing and making available
to these instltutions rational onulyses of actual conditions
prevailing in developing couniries, egpecjally as these may
relate to industrialisstion. 1In relation to this, I wculd
like to sugjest that a screening agency should be set up to
agsist potential industrialists to investigate the authen-

ticity of proposed foreign technical and financial partners,
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Deliberate efforts should be made to persuade intz2rnational
investors and funding cryg.nisations to use more of their
funds for the development of raw material production in
developing counLriesithrnuqh the format ion of joint

ventures with indigenous private onticpreneurs,

National independence, sel! determination and near gel f

sufficiency can only be achiaved and reinforced by encour- |
aging and assisting individual initiative through collaboration
vwith international investors and funding organisations in such
endeavours. Collaborative efforts with governments are

usually slow Lo realise because of inextia within Governments

due to inherent administrative and bureaucratic constraints

and possibly abuse of funds. It is not unknown that there

have been situations in which funds earmarked for industrial
development projects have been divertad for use in the propagation
of ideologies leading to the deprivation of humun liberty

and the inhibition of individual initiative. This type of

action inevitably results ln a retardation of the growth of
industrialisation., Experierce has proved that the success

of joint investment with governments, cannot be guarantueed.

UNIDO should make effortis to persuade governments of dev-

eloping countries not only to permit, but also to encourage

borrowing by individual entrepreneurs trom the international

capital and money markets in order to sllow such entre-

preneurs access to a larger rapital market for industrial

development purposes, Tt must be cautioned, however, that ‘
this might be difiicult to achieve, partly because of the

paucity of foreign exchanye rederves of many doveloping

4




countries. 1In addition, there is the danger of the use of

guch funds py unscrupnlous individuals {or political pur-

poses. Algd, internationii ovaanisaticns should not becom '
gervile to funding (or aid-providing) governments or crgan-

isations just because a minimum tevel of amicability has

to be maintained.

Being an agency of the United Nations Organisation, UNIDO
should help tn seek and impicment some structural changes
in the parent body itselt. The changes requived should

be designed to attenuate or eliminate those forces tending
to hamper the healthy grewth of industrialisation in
developing countries. 3ensitive political igsues like
apartheid, racialism, colour discrimination and other such
human traits, are repugnart to the international confidence
which is much needed to rcconcile developing and advanced
countries., The agencies of the United Nations should
devote more effort to eradicate these factors. Decisions
taken in the United Nations axre sometimes deltraimental Lo
industrial growth in doveloping @ount -ies boveuse of Lhe use
of certain veto powcrve verton (10 come powerful governments

with strong inle: el onal cconomace and political interests.

Next I would tike to propose thav triining services provided

by such organisations as UN1DO should be diversified

increasingly and made available not only to aqovernments

but also to private individuals and private commercial !

and industrial organisations.

while it ig undorstond than WBITDC olroady serves to diss-

eminate informacion relovent to industrialisation, ) would
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1ike to suggest that UNIDL surengthens its information
digsseminetion haue Ly preparine industry profiles on

the ostablishment of specific industries in specific
locations, and makinn these available to entrepreneurs

at 1ow cost. 1In addition, UNIDO should encourage the
countries of the develuping woerld to set up institutions
for the ygeneration, acgquigition and offective dissemination

of information relavant to industrial development,

It should be recognised that some advanced countries are
anxiously looking into ways and means of bringlng about
rapid industrialisation in developing countries. And

here I would like to mention the efforts of the Federal
Republic of Germany, ag recorted by Congid J. Ritter,
President of Planungsigruppe Filtter, in his paper ent itled
»Prachnology Transter (rom Advancoed to Drveloping Countries”,
vhich is quoted in part in Appendix 2. Othex advanced
countries, not yet actively engaged in such an exercise,

ghould rorrov o leaf from their bock.

Finally, Mr. Chairmuan, Ladies and Gentlemen, I would 1like

to commend the effnits being made by sucn organisations as
UNIDO, FAO and UNESCO to provide wratistical information
useful in the planning of new industrial projects. Al the
same time, T would like to suggest to these organisations

not. to timit their coliaboration with respect to data
acquisition to governments snd their agencies, but also

to seek - as you have nuw done by ivviting all of us here to
participate - more ipformetion fion private organisations
and individuale, in crder it the resulting publications

may be more reliable avd moon il
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Mr. Chairman, distinguished Ladies and Gentlemen, I would,

once again, like to express my gratitude for being givean

the opportunity to participate in this very important
meeting.




- 17 -
APPENDIX 1

NIGERIAs A STATISTICAL SUMMARY &_EASY

REFERENCE GUIDE TO BASIC ECONOMIC FACTS
(A1) data are in milljons of U,S. dollars unless otherwise noted)
Population (millions) 79.76
Percent urban 24
Area (thousand square miles) 357

Population density (persons per square mile)
Fiscul Year

Petroleum reserves (billion barrels, 1973)
Natural gas reserves (trillion cubic meters)
Coal reserves (million metric tons)

Groas Domestic Product (1973/74)
Origin of GDP 1972/73 (per cent):
Agriculture
Petroleum
Manﬁfacturinq & construction
Commerce
oOother

Manufacturing sector (1973 estimates):
Number of plants
Grose Bales

Employment (thousands of persons)

Labour iorce (thousands)
Urban (%)
Non-agricultural (%)

Railroad mileage

Road mileage

Paved road mileaqge

Passenger cars 1974 (est.) (thousands)
Trucks & Buges 1974 (est.) (thousands)
Electric power output, 1973, million kwh

218
1 April to 31 March

20
1.13
350

12,000

37
17
18
12
18

1,000+
1,717
172
31,306

21
n

2,200
33,000
16,000

290
95
2,825
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Nigerias A Statistical Summary 5 Easy Reference Guide to
Basic Economic Facts (Cont'd)

Demand: Expenditure on GNP, 1973/74 percentages of GNPi

Consunption 77
Investment 19
Exports 57
Less Imports -31
Less Factor payment & transfers to foreigners -22

Consumer Demand, 1973/74 cstimatess
wModern" sootLors

Numizer of persons (thousanda) 3,030
Total incoume 4,14%
Average purchasing power per person (%) 1,370

Other sectorst

Number of persons (thousands) 76,729
Total income 3,420
Average purchasing power per person (%) 45

Central Government Budget, 1974/75:

Revenues 4,745
Financing from loans/reserves 209
current expenditures 1,512
Capital spending 2,491
Transfers to states 951

Palance of payments (1973, preliminary data)t

Trade balance 1,077
Service balance -1,030
Current. account balance e
Capital account balance 100
Over-all balance 79

Foreign trade, 1973 (Customs data)

Exports 3,384
Imports 1,876
balance 1,508
Petroleum exports 2,799
Imports of Consumer goods 1,236

Capital goods 598
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Nigeriai: A Statistical Summary & Basy Reference Guide to
co ¢ Factg (Cont'd)

1973 markets (% of exports)
Industrial countries
LDC's
United States
United Kingdom
Netherlands
France

1973 import suppliers (% of imports)
Industrial countries
IL.DC's
United Kingdom
West Germany
United States
Japan
France

87
1)
24
19
13
13
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APFENDIX ¢

1. In consideratien of the irncreaningly threatening dimensions

of unemployment in the cowntries of tha Third World, the strengthening

of the internations] divieion of lahour 'a ~iaiming orime attention,
espacially in the domairn ~f industry. Diversificstion of production

in the developing countrien and the opening of the markets of the industrial
countries must beceme the fncus of all effarts in developmental policy

80 an to engble the turmer “c participate more cffectively in econcmical

and social progresa.

LI L

2. All endeaveur in drealopmental polictien, therafore, should be directed
in the first instance at the promotron of Technological Transfer eof such
productior processes ai. can he expected to permit ihe creation of a
maximum of work places for unskilled and sami-skilled lahbour, i.c. with

a minimum of cort per work place and with fa'r prospects of turnovar

both in the producing country and in the export field. lievartheless, it

is avident that in the aconcmie developmort of a country there ias room
also for capital inteneuve preduction procesnen. (ften, the latter can
induce a high rate of emplovment on account of their forward ard backward
lineages. Tha deciding criterion in the transfer of technology,
therefore, cannot te the intepsity of labour in o production proceas
#lone, but the point of view should predeminate 1.0 make uee of such pro=-
duction proceases as are bownd to induce a bigh rate of employment

altogether,

Extracted in part, froms 'TECHNOLOOY TRANSFER ADVANCED TO DEVELOPING COUNTRIES® ]
Contrituted hyt Consul J. Ritter !

President of Planungsgruppe Ritter

Xonipstein/Taunus, Federal Republic
of Germany









