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1. OFFICIAL ARRANGEMENTS AND CONTRIBUTIONS 

The SEMINAR 01\ INDUSTRIAL f>ROJ ECT PHEPARAT ION, EVALUATION, 

FINANCING & CONTRACTING was sponsored and or~anized under the 

joint auspices of the: 

- United N:lt.i(•ns Industrial Development Organization 

(UNIDO) 

- Federal Ministry of Industry (FMI), and 

- Nigerian Industrial Development Bank (NIDB). 

The UNIDO expf·rts on mission to Nigeria appointed as seminar 

lecturers y;ere: J. Glockl (Austria), J. Kopytowski (Pol and), 

and M. Weber (Unit:ed States). 

The Government of the Federal Republic of Nigeria nominated 

28 to 30 part_icipants to the seminrir. Of this group, 22 

p:1r·tici~·ated in the seminar. The participant~; representecl 

pr·n;onnel enfJlf',ed in both Federal and State administrative 

t't·::~r.s in Nir,C'r·i;i, including the rlirectors, advisors, an~J 

eve.I uat~)rs of inc!us trial investment projects. 

Tn RLlrlition, the \HllB sent 2 of their staff to this semina"'. 

The c rcss-sec ti on of participants as concerned their educ a­

t j(1n ar.rl professit~:-1al s::iecification is indicated in the fol­

lowing tarle: 

f•y Erjucation: 

lir.iversity: 

Tt·crmical Sch<Hil i ng: 

(Chem. En);,ineer·s) 

Numoer of -

13 

2 

6 

1 

Students: 

By Prcfessi 011: 

Economist: 1 

Banking: 3 

Adm in is t ra ti 'Jn: 7 

Finance: 1 

Indust.r. Promo ti on: 10 
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Before the course commenced, the instructors held coordina­

tion meetings with: 

- The FMI - Department Director G. Amusa-Eke (AD-P&P) 

- The UNDP - Resident Representative A. R. Roejkjaer and 

JPO Ove Bjerregaard 

- The NIDB - Controller Assistant - 0. Famuyiwa. 

The meetings discussed the timing, methodology and require­

ments of the co-sponsers of the Course. The facilities at the 

NIDB were explained, and Messrs: Wale Johnson for the FMI, 

and O. Famuyi wa for the NIDB were ai:.pointed •course mori:i tors 

and coordinators' respectively, reporting to their sponsoring 

institutions. 

2. OBJECTIVES OF THE MISSION 

The objective of this mi~sion was to contribute to the first 

UNIDO/FEDERAL REPUBLIC OF NIGERIA national Training Course in 

Industrial Project Preparation, Evalu3tion and Financing as 

lecturers, discussion monitors, and test administors. The 

Basic Aims of the course were to: 

- teach the proven methodology developed in the UNIDO 

MANUAL FOR THE PREPARATICN OF INDUSTRIAL FEASIBILITY 

~TUDIES to the participants; 

- teach the UNIDO/IDCAS methodology for Project Evalua­

tion as expouPded in the MANUAL FOR EVALUATION OF 

INDUSTRIAL PROJECTS; 

- i..i::ach l;he 111cthodo1 ngy for Social Cost Benefit : laly­

sis as exposed in the UNIDO GUIDtLINES FOR PROJECT 

EVALIJATION and the PRAfTICAL APPRAISAL OF INDUSTHIAL 
PROJECTS; I 

? 
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- teach "Che concepts on c0n~r·nc'. admi.nist.rat.ion expos­

tulatec in the UNIDO Gl!IDF.Lrr::s FOR CONTRACTING FOR 

INDUSTRIAL PROJECTS IN DEVELOPING COUNTRIES; 

- train in the practical application of these methodo­

logies and the use of ~he appropriate tables and 

schedules in 'Lhe f.7<tnuaL: tt.r·ough a Nir.erian Case 

Stt..dy. 

The task of the workshop was to c0ver the following main 

subjects: 

- market analysis and forPcasti~~ techniques 

- investment cost, prcductin:-. cost, f"ri;:ir,ring plan, 

bas i c a cc o u n •, i n p, eon c e p t ~ , ,.., ~; d t he pr Pp ci rat i on of 

financial statr:n:ents 

- investment profi1atJi1ity analy:~is awj finr:i.ncial pro­

ject appraisal 

- evaluation methods such as uncertainly, !:';e!lsl ti vi ty 

and risk analysis for ranking industrial project 

choices 

- pre~entation of the basic prinriplf's of cost-benefit­

analysis on the macro-econondc level hasec! on UNIDO's 

methods and incorrioraUnp, Nip;eria's naticJnal objPc­

tives. 

The goal of the mission was to t,rain a corps of officials 

f r om the Fe de r a 1 M i n i s t r y o f I n du ~; t. r y i'i n d th e N i g e r i an 

Development Bank in the techniques of project preparation, 

evaluation and financing to achieve sel.f-sufficiency to 

&dequatly prepare anrl as~:es.:; U11~ ff'•1f'.i bi l i ty of rropo~-;ect 

industrial development projects. 
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This goal is part of the general gnal~ and objec•ives of the 

UNDP SECOND COUNTFY PROr;RAl'-'.1'-~F FC•H r;1GEBIA fnr the period 

1983-1986 (UNDP - DC/CP/l\H:/2 and t;l~;·~. 2 - Ncven:ber 1982). 

This sem:nar is expected to strer.g:hen the Niger~an govern­

ment's nati0nal planning machinery, mainly at the state (and 

Ministry) levels, including economic rlanning towards diver­

sification of the national econ0my and balanced development 

of all the sectors and geof,raphical areas of tne co1.mtry. The 

ultimate objective is to emphasize ann:..ial plan preparation 

and implementation for national and state governments. 

3. ORGANIZATION OF THE COURSE 

The course was organized along the J ir.es of the IJNIDO Feasi­

bility Studies Section's Semin;:ir· MorltdE::s on Project Develop­

ment. The •core' modules of the course and the relative time 

in terms of pe1·centage allocFtted to e<1ch were: 

Module 1. Outline of the Project Levelopment Cycle 10 % 

2. Market Analysis 15 % 

3. Plant Capacity and Te(; hr: ~ c El 1 Analysis 25 % 

4. Financial Analysis 25 % 

5. Social Cost Benefit Analysis 15 % 

6. Nigerian Feasibility Study Case 10 % 

Each class day was divided into three 1 1/2 hour 

lecture/discussion periods, with a coffee break between the 

t:wo morning sessicns: and 1 i/'? hour lunch break before the 

afternoon session. Time at the conclusion 0f each session, up 

to 1/2 hour, was allocated by the instructors to answering 

individual questions, not approprjate to the consideration of 

the entire class group. 
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The course was held in the Conference Room of the Nigerian 

Industrial Development Bank, 63/71 Broad Street, Lagos, First 

Floor. The course was inaugurated on Monday the 5th of ~ep­

tember and continued throJgh Friday, the 14th of October. 

National Holidays were declared on September 19th and 20th 

and October 4th. 

The course was inaugurated by the Chairman of the Session, 

the Managing Director of the NIDB, and the Federal Minister 

of Industries, at an opening session. This session was tele­

vised and otherwise reported for the local press in Nigeria. 

At this ceremony, the Federal Mini st.er of Industries gave the 

opening lecture. In this expose, he outlined the government 

po 1 i c i es and s t rate g i e s o f c! eve l c• pm en t f o r N i p; e r i a. He a 1 so 

outlined the general results he expected from the seminar. At 

the response, given by one of the UNITiO lecturers, M. Weber, 

this speech was proclaimed the first 1ecture, and officially 

attached to the course teaching material. 

At the opening ceremony, numer~us other high officials of the 

Federal Nigerian Government were in attendance. The UNDP was 

repres£;nted by Mr. A. R. Roejkjaer, the Resident Repre­

sentative in Nigeria. Mr. Ove 3jerregaard, JPO, represented 

UNIDO as acting SIDFA. 

4. METHODOLOGY OF THE COURSE 

In accordance with the methodological guidelines of the 

workshop, the material was divided into five modules or 

group<!s plus the case study. The Outline of the Project 

Development Cycle, the introductory section of the course, 

was jointly taught by Mr. Weber and Mr. Kopytowski. 
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The Technical Analysis for Project Preparatior. was taught by 

Mr. Kopytowski. The Marke ting section, incl ud in~ Demand 

Analysis and Forecasting Met.hods anct the Financial Analysis 

section, including Accounting Principles, Rat~o Analysis and 

the Financing of Development Projects w~s taugPt by Mr. 

Weber. The Social Cost Benefit Analysis Section and the 

Nigerian Case Study were taught by Mr. Glockl. 

In addition, three guest lecturers were invited from the 

Nigerian Investment community - including the Chief Economist 

at the NIDE; the Director (ag) National Office of Industrial 

Property, Federal Ministry of Science and Technology; and the 

Deputy Secretary, Federal Ministry of Ipjustries - Investment 

Center. 

Their subjects were the Pr0blems of rbtaining Accurate Data 

for Marketing Analysis in Nigeria; the Evaluation of 

Technology Transfer Agreements; anct Special Problems of 

Investment in Inf~astructure. 

Additional two lectures by Mr. Weber introduced the parti­

cipants to the approximately 50 UNIDO &nd UNDP publications 

that were presented by the course lecturers. A complete 

listing is found in paragraph VII. 

Mr. Glockl's additional lecture on UNIDO's COMPUTER MODEL for 

FEASIBILITY AN>LYSIS and REPORTING (COMFAR) was met with 

great interest, since this program also could ease the neces­

sary calculation-work for the numerous feasibility studies to 

be completed in Nip,eria. 

The course material was covered by the lecture, class dis­

cussion, exercise and case methods. Lecturers were interrup­

ted by questions from the students regRrding relevance of the 

course material to the Nigerian situation, so continual adap­

tation was necessary. 
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Where possible, the lecturer·~ introduced econom1 c and market 

data from Nigeria to prove the relevance of their methods. 

During the sessions the participants were requested to calcu­

late and evaluate data supplied from real case studies and 

insert the results in the appropria t.e Tables and Schedules of 

the UNIDO reasibility Man~al. Considerable support in this 

regard was leant by the ~NIDO supply of pocket calculators 

and Discour•t Tables to all particjpants. In addition to 

standard UNIDO developed course material, the lecturers pre­

pared ana uc~eloped the following collaterel material: 

- Economic Indicators of Nigeria (GNP, Production etc) 

Comparisons of Nigeria with other neighboring Countries in 

Black Africa 

- Comparisons of Nigeria's Oil Production with other non­

OPEC Producers in terms of development indicators 

- Case data from a current marketing study on the Nigerian 

Cement Industry (courtesy of F.CA) 

- A basic bibliography for Data Sources in the field of 

International Trade and Economics (ITC) 

- The Nigerian SUNTI SUGAR Project reworked from a consul­

tant's study into the ll~TDO Fe.risi bi 1 i ty format accoroing 

to the Manual 

Each participant was given the following UNIDO manuals and 

guidelines: 

- MANUAL for the PREPARATION of INDUSTRIAL FEASIBILITY 

STUDIES 

- MANUAL for EVALUATION of INDUSTRIAL PROJECTS 

7 
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- Guidelines for Proje<:-t FvAlu-~hrr. 

- Guide to Practical Pr~ject ApprAi~Al 

- Guidelines for Contracting for Industrial Projects in 

Developing Countries 

- Compounding and Discounting Tables (World Bank) 

- Guide for Preparing Industrial Project Profiles 

- List of Selected UNIDO Documents and the UNIDO Mailing 

List Questionnaire (Document Ordering) 

- Tables from UNIDO's INPUT-OUTPUT DATA BANK for Nigeria 

- A short list of SITC codes 

5. COMMENTARY 

The cooperation and facilities of NIDB were overall 

excellent. In the first instance, the conference room 

facility was modern and included \';orking blackboards and an 

overhead projector. The students were seated in comfortable 

chairs arranged behind long conference table-type desks in 

amphi-theatre style. 

Although the reproduction facilities for handouts and slides 

at the NIDB were necessarily shared with all the other 

requi~ements of day-to-day development banking, there was 

only minimal delay or rf'scherlulinp, requ1rec of course 

modules/lectures. In add1 ti on, the reproduction and secreta­

rial facil 1 ties of the UNDP wer·f' uU l i z~d wher·e necf'~;Rary for 

baGkup and holiday work. 
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In general, daily attendance and at~entiveness at the working 

and class sessions was very good. The average pr·eser.ce at all 

sessions was approximately 90 %. Only the days immediately 

r-eceeding or following Official Holidays evidenced a marked 

decline in attendance, and the material presented at these 

sessions was re-elaborated in abbreviated form at subsequent 

lectures/discussions etc. Therefore, it could be fairly 

stated that each and every participant has thus far been 

exposed to all the required course material. 

However, assignments of exercises to be completed outside of 

the classroom was only minimally completed by a few partici­

pants. It was therefore decided that 'homework' assignments 

would be dropped in favor of classroom exercises. 

Unfortunately, this also extended to the considerdble amount 

of reading material, inc 1 udi ng M::inual s, Gui des, Guidelines, 

etc, that were given to f'<1ch participant. It is hoped that 

the possession of these mat.eri;:d:= wi11 permit each partici­

pant to read or re-read the materi?.l when either time or 

necessity permits or requires. 
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----------- - -' - - - -
Tir.ie 

8:00 - 9.30 

l 0: 00 - 11: 10 

15:00 - 16:30 

}~onday 5.9.1983 

Opening 

Ceremony 

Fin. Anal. 
- presentation of the 

participants and 
the lecturers 

- course outline: 
the project cycle 
(M:I, s.l) 

D + L 

'Iii e e ~ .. 
A 

Tuesdny 6. 9. I ~cdnesdny 7.~. 

Financial Analyst 

- objectives of deve­
lopment 
(M: 1 , s . 2+ 3) 

L 

Industrial Engineer I 
- role of industrin- I 

lizntion, fodustr:l.1~\ 
pol lcl0s nn<l stra- j 
lC!_\fC'S 

- project plnnn1ng 
(M: I I s. 5+6) 

L 

Fin . .'\nal. 

I 

I 

I 
I - Project Idcntifica- 1 

tion, opportunity 1 

studies 
(outline the mnthrnl) 
(M: I I s. 7+8) 

L 

Financial Analyst 

- Introduction to an 
I nd11stria1 Devclopm. 
rrojcct 
(go through a summa­
ri z~d Feas.Study) 
(M:I 1 s.9) 

L + D 

Ind. f.n~. 

- Overview of the 
Tee hn fen 1 Analysis 

- Tech:' icn 1 Analysis 
Prue L!cl11 re 

L 

;~1n. Annl. 

- Introduction to an 
In<lustrinl. )cvelop­
mcnt pro~cct.-ctd. 
(Focus of the bu1ld-
1ni;-.ip o~ a ca~h­
fll',.' ;ind its ~ina­
.l)sis) 

L + D 

Thursday 8. 9. 

Fin. Anal. 

- principles of time 
preference 

- compounding and 
discounting 

(M:I, s.10,a,b) 

L + E 

Ind. En&_:_ 

- developing the rro­
.d1·ct i.on Schedule 
(M:lII, s.3) 

L 

Fin. t\nnl'. 

- compounding And dis­
counting Exercises 
(M:I, s.10,c) 

E 

I 

I - ·- -.1 

Fricny 9.9. 

Fin. 1\nn l . 

- DCF. NI'\' I IRR 
- 1\ltcrnntivC' 

method~. of appra~I 
sal 

< :-1 : r , s . 1 o , d , + i i ~ 1 

L 

_l_!: _d..:__!: n_ f ;_._ 

- Chr kv l'f TL•ch1~·· 

1ogy 
- 'j'c 1 cl~n<1~ ·· .. ·v .:?!~tl 

«n ·:. ! rH·•· r i 11 i" dt"; J 

- C':l">t •·~:': f~:ttl'S 

( ~'. ; f I 1 , :~ • !, ) 

;, + E 

F'in. An;1~. 

- !lCF - !'.:-:crc~ses 

( ~: : I I ~ • l 0 • !.' ) 

E 

_J 
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Tir!le Frid.:iy 16.9 ~~,~~~+-~::._::~~~~-----i_---2~~-~~· 
8:00 - 9.30 

Xonc!ay 12.9. Tuesday 13.9. 

Fin. Anal. 

Wednesday 14,9. 

Ind. Eni:,. 

Thursday 15. ~. 

Fin. Anal. ~-· Ind. Eng. 

10: 00 - u: 10 

lS:OO - 16:30 

- Production Programme 
and Capacity Require­
nients 
(M:ll, s.15) 

L + E 

Fin. Anal. 

- Basic Market Elements 
- Demand, Supply, Price 
- Price and Income 

Elasticities 
(M:II, s.1+2) 

L 

Ind. Eng. 

- Planning the Prod. 
Process 
(M: II I, s. 7+8) 

L + E 

- Market Research 
(M:II, s.3) 

L 

- Space Requirements 
- Constructing a Pre-

1 iminary Facilities 
Layout 

- Civil works and 
their c;:,st 
(M: Ill, s.14) 

L 

- Data Requirements 
case (2) 

E 

I 
I 

- Time SE·r ies Exe re. 
(M:II, s.9) 

E 

I -----------------

Ind. Eng. 

- Production Equipm. 
Requirements 

- Alternative Prod. 
Equipment 
(M: I II, s. 9+ 10) 

L + D + E 

Fin. Anal. 

- Data Requirements 
and Collection 
(}!:II, s.4) 

L + (D) 

Fin. Anal. 

- Data Requirements 
CRSe (1) 
(M:ll, s.S) 

E 

Ind. Eng. 
- Materials and other 

Inputs 
('M : II I , s . 5) 

L 

Ind. Eng. 

- MateriPls and Inputs 
(M:III, s.6) 

E 

Fin. Anal. 

- Introduction to' Fore· 
casein~ Methods I . I 

- Ti r,:p, Sc r h> s 
Projections 
(M: II, s. 7+8) 

L 

Ind. Enu~ 

- Labour Rcquire~cn 
(~I: II I, s. 12+ 13) 

E 

Fin. Annl. 

- Regrettsion Analys 
(theory) 

- RcgreHsion Anal. 
(Exerc:ise) 
< n : II , s • l o+ 11 > 

L + E 

_J 



---~----~~~---------
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8:00 - 9.30 

10:00 - 11:'\0 

15:00 - 16:30 

Monday 19. 9. 

Fin. Anal. 

- Marketing and Distri 
button Arrangements 
(M:II, s.12) 

L 

Ind. Eng. 

- Location and Site 
,\nalysis 
(theory) 
(~1:1V, s.16) 

L 

Fin. Anal. 

- Pricing Policy 
( M : II , s . 13+ 14 ) 

L + E 

.. 

Tuesday 20.9. 

Fin. Anal. 
Econ. Anal. 

- Demand Forecasting, 
Sales, Pricing, Mar­
keting and Productio 
Estimates (case) 
(M:Il, s.16) 

Fin. Anal. 
Econ. AnalT ___ ,, __ _ 

(M:II, s.16) 

Fin. Anal. 
Econ. Anal. 

---''---
(M:II, s.16) 

E 

E 

E 

• 

t.:ednesday 21. 9. 

Fin. Anal. 

- Project Accounting 
Procedures (1) 
(M:IV, s.l) 

L 

Incl. Eng. 

- Locntion and Site 
1\n.ilysis (case) 
(M:III, s.17) 

E 

Fin. Anal. 

- Project Accounting 
Procedures (2) 

- Tot<ll Cost Schedules 
(M: IV, s.1+2) 

L 

Friday 23. 9. 
Thursday 2 2 • .:__: __J'----·----

Fin. Anal. 

- Investment Appraisal 
Methods 
(M:IV, s.3) 

L 

Ind. Eng. 

- Technology transfer 

L 

Econ. Anal. 

- Introduction into 
the natio~al case 
study (I) 

E 

Fin. Ana:., 

- Dc?t R1?paymcnt 
Schedules 

- D..•pt Ro~pnyrr.cnt 
Schedules, Exe re.: 
M:IV, :>,4+5) 

L + E 

Ind. Ent~:.. 

- Implcrncntntion 
Sc. hcdu le 
(M: IIT, s.157) 

L + r. 

-
Econ, 1\1111 l . 

- Cnrryi:1f, on n.i-
t ion Al c .'.I !:W 

study (I I) 

E 

I 
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8:00 - 9.30 I 

10:00 - 11:'\0 

15:00 - 16:30 

- - ... -
Monday 26.9. 

Fin. Anal. 

- Cost of Capital to 
the firm 
(H:lV, s.6) 

Fin. AMl. 
Econ. Anal. 

L 

I 

- Project Accounting 
Exercises (1) . 
(working capital esti•­
mates, cash flows) 
(M:IV, s.7) 

Fin. Anal. 
Econ. Anal. 

E 

- :'roject Accounting 
Exercises (2) 
(balance sheets, rate~ 
of return) 
(M:IV, s.7) 

E 

- - - -- - - - - - - -""' ·- ·- ..... 

\ 

-
Tuesday 27.9. I 'Wednesday 28.9. I Thursday 29.9. I :... I 

Fin. Anal. Fin. Anal. I Fin. Anal. 
- Ratio Analysis - Source of Finance - Risk, Break Even 

(M:IV, s.8) 

L + E 

Fin. Anal. 

- Ratio Analysis 
(M:IV, s.8) 

Econ. Anal. 

E 

- Carrying on national 
case study (III) 

E 

- Impact of Inflation I (M:lV, s.9+10) 

L + D 

Econ. Anal. 

- Introduction to SCBA 
- Interd0pendcnce bet-

ween Prices nnd Na­
tional Economic Poli­
cy) 
(M:V, s. 1+2) 

L 

Econ. Anal. 

- carrying on.national 
case study (IV) 

E 

and Sens it 1 vi ty 
Analysis 
(M: IV, s. 11) 

L 

Econ, Anal. 

- Introduction to Sha­
dow Prices 
(M:V, s.4) 

L 

Econ. Anal. 

- Calculation of Sha­
dow Priceo (linear 
programme) 
(M:V, s. 5) 

E 

I 

- ·- -
--

Fridn;· 30. '). 

Fin. /·1al. ·------
- Sensitivity An:ily-

sis ctd. and 
Exe re isc 
(M:IV, s.11+12) 

L + E 

Econ. Anal. 

-Procedut"E!S for Sha· 
dow Pric<~ Dct~r.min: 
tion 

- Shadow Exc.1angc It 
Calculat:lons 
(M:V, s. 7+8) 

I. + E 

Econ. Anal.. 

· Shadow Exchange 
Rate Ca:.culation 
ctd, 

- Shadow \hge R:ite 
Calci.;lat:ions 
(?-!:\', s.8+9) 

L + E 

I 
_J 



- -
Tir.:e 

8:00 - 9.30 

10:00 - U:'\O 

15:00 - 16:30 

- - - - - - -
?-:onday 3.10. 

fin, Anal. 

- Project Financial 
Plan 
(M: IV, s.13) 

L + E 

Econ. Annl. 

- National Objectives 
and Project Evaluat. 

- Regional Develorment 
Objectives 
(M:V, s.10+11) 

L + E 

Econ. Anal, 

- Income Distribution 
Objective 
(M:V, s.12) 

L + E 

.. 
Tuesday 4.10. 

Fin. Anal. 

- Review of Financial 
Analysis 
(M~IV, s.14) 

L 

Econ. Anal. 

- OECD - Method, 
Litt le-~1irrlees 

- SC3A, Squire Von 
<ler Tak 
(V) 

L 

Fin. Anal. 

- Application of Risk 
and Sensitivity Ana­
lysis to the national 
case study (to be 
prepared by Fin.An.) 
(IV) 

E 

- - - - - - .. 
~ 

\..'cdnesdoy 5.10. 

Econ. Anal. 

- Value Added Method 
(Effects-Method) 
(M:V, s.15) 

L 

I 
Econ. Anal. 

- Value Added Method 
Exercise 
(V) 

Fin. Annl. 

E 

- Application of Risk 
and Sensitivity Ana­
lysis to the national 
case study, ctd, 
(IV) 

E 

Thursdny 6 .10. 

Econ. AnAl. 

- UNIDO + IDCAS Method 
(V) 

L 

Econ. Annl. 

- UNIDO - IDCAS Method 
(cose) 
(V) 

E 

Econ. Annl. 

- Economic AnAlyHis 
of the national case 
study (V) 

E I 

- ·- -·I 
:F:-idn~1 7, 10 

Econ. Annl. 

• Comprehensive Me­
thod of Project 

Evnluation 
(M:V, s.14) 

L 

Fin. Anol. 

- written quiz 0n 
project cvaluatio~ 

_, ___ _ 
Econ, Anal. 

- Economjc Annlysis 
of the nationnl 
case study (V) 

F. 

' 

I 
_J 



- - - - - - - - - - - - - - - - - am$ 
\,'eek. r 

\. 

Ti!!le Monday 10.10. Tuesday 11.10. Wec!nesday 12.10. Thursday 13. 10. Friday 14. 10. 
-

8:00 - 9.30 Cue st Econ. Anal. Econ. Anal. Mr .M. Kulczyck!_ 

- Investment in infra- (II) (IV) m;rno and its i.·ork 
structure (special Magera Fruit Proc essing Project for devel.opMcnt 
problems, financing, study Visit to importance of the 
costs and benefits) Nigerian Distil- Feasibil~ty Studtes 
(VI) leries Ltd. Section t'.Vl) 

and 

L 
Centrnl Packaqes 

E E L nf (~i11.)Ltr1. 

Guest Econ. Anal. Econ. Anal. Mr.M. Kulczycki 
10: 00 - 11: 'lO 

- Project Promotion (II) (V) Evnluatio- of the 
scr.11nar by the 
participants 

L E E 

15:00 - 16:30 Guest Econ. Anal. Econ. Anal. 

- Tendering Procedu=es (III) (V) Closing 
- Management and 

Marketing Arrange- Cercr.1ony 
men ts 

(VI) 

L E E 

_J 
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III. List or Participants 
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LIST of PARTICIPANTS 

Adeshina Ola ADIGUN 

David Chukwuemeka OKOYE 

Jeff Tihi YAJI 

James Adeniran OLAWllNI 

Wesley 0. AIYEGBOKA 

E. C. ECHOMGBF. 

L. A. JUNAID 

B. J • DAV..A 

Willia~s F. b0KAS~AH 

Jacob Adey;:rnju ALFGiifIYYF 

S. C. IWllCHUKWU 

T. A. ABIJO 

A. ADFSFYE 

G. A. AKINGBALA 

V. 0. £. ADEOBA 

O. A. KAYODE 

Alexie N. NJOKU 

M.A. NWACHIJKWll 

F. A. OGUNTOYE 

Nwafor C. OJI 

L. G. SALAMI 

Min. Indust. - IMO 

Min. Indust. - BENUE 

Min. Indust. - OYO 

Nat. Bank Comm. & Ind. 

Min. Indust. - RIVERS 

r~JDB 

Exec. Off. Prt>sident 

~.,. l n. Tnrl-,;:; t. - NIGER 

~ed. ~in. Indust. 

'.I.in. Ir1~ust. - BAUCH! 

TDC": - Benin Cjty 

1!lC - Oshngho 

Min. Inrlust. - OGUN 

F.xec. Off. President 

TDC - Oshogbo 

Fed. Min. Indust. 

Fed. Min. IndJst. 

Min. Plan - OGUN 

IIJ\, - Owerri 

l llC - Port Harcourt 

TDC = Industrial Df'vel(lpmr>nt Centr>r 

NIDB = Ni~erian Jndustr~~l revelopm~nt Bank 
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IV. Program of Opening Ceremony 
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S:T,rn;..R Gr! rr::-:r.;·;-1·:1;,i.. : f(()J:,CT i·F·:-.E i,:\nTION, 
::v .... u;; T re;;' :· I:~;..!"JC:;<G c.. :::::cr·rr:·,,.:=I'ING C!-tGr':L.lt::D UNDER '.lHE:: 
!\USt-'I:c.s C:-' THE F'SDER;..L r-i:InSTRY CF :::r:·.l:.:;TfUES IN CCJLLABO­
Rf..TI0ii 1• :!. '.:'H THE i'!IGi.:Rih.N INOU.S7C{lkL ::JL:··J:::LOPMENT BANK A!lD 
THS UNIT~D ~ATIONS INDUSTRIAL CEVELOPM~NT ORGhNISATICN. 

~~~~~~~~~=£!=~~~~~~=!~~=~~~=s~~~!~~ 
S£~~~~rJX 

9.30 .:>.m. 

10.00 - 11.30 n.m. 

The Honouri'lt~: .. Viinist. r Clrrives, 

Introdu~tio~ of th. Ch~irman - : 1· 

Man~ginq ~ir<ctor, 

Th e: H c no u r e1 b 1 · :· ~: i n i ~; t · .. r ' ~' 0 pc n in g 

sp»•:ch. 

urH DO R(;,pr•.::Sr.'n t.1 ti VL Is i<1.:·mi'1 rk ~. 

Ch c. i rm;, n ' :, C 1 o s in g : .; · .. ,, · · r- ks • 

Vot 1 o! Th;:nb~ - l'-rn. (j. ;...MU.3A-EK(;' 

;\o(p,:~r) - F.;1.1. 
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11.30 '1.m. 
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V: Speech delivered by the honourable Minister 
of Industries, ALHA.JI AKANBI ONIYANGI 
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SPEECH DELIVERED BY THE HOi•CUi-<:ABLE MI;a3TER or 
!NDUSTRIES, ALHAJI AKANBI ONIYANGI A _ouRSE 
ON INDUSTRIAL PROJECT PREPARATION EV..- .TION, 
FI~ANCING ANO CONTRACTING HELO AT . 

Ladie~ and Gentl~men; 

You will permit me to start by expressing my appreeiat.ion 

to the Organizers of this Seminar which is considered a very 

important mile-stone in the efforts of United Nations Ind~strial 

Development Organization (UNIDO) to translate into realiLy the 

desire of the United Nations to contribute its quota to the 

"ma.J'!power development programme of the Third World. 

2. Hitherto, Nigeria has sent its personnel outside· the -country 

for trai~ing facilities in proj~ct preparation and evaluation. 

It is gratifying that, today, UNIDO is making history by bringing 

to our door steps the same knowledge which we scouted round the 

world to acquire. It is my'tiope that the experie~ce gathered 

in the process of or9anizin9 ~his course will be utili~ed in 

future to enable more Nigerian!; gain from similar exerc.ise·s 

conducted wholly by Nigerians. 

3. Project Preparatio•: Nigeria.has ±or sometime embraced 

the .prac ticc of project preparation, evaluation financing .. and 

contrtlct.ing .and-l-~.p.ar.t.icular.ly happy that this course will 

affcrd our expe~ts ·the opportunity to apprise themselves of the 

lat~st techniques .and practices in these fh~lds. Project 

Preparation is a vital inst~ument in the realisation of the 

objL<tives of National Development Flans. It therefore has to 

be Undertaken with national goals in mi~d. This inevitably 

involves consideration of national prioriti0s according to ~hi•h 

resources arc ~llocated for the achievement of identified goals • 

The mai~ parameters I con~ider very important in the allocation 

of national r~sources are the Standard of living of the populace, 

development of agricultun:, industry, imr,c·rts and exports, 

employment generation and prcvisinn of social services. However, 
th(: 

our main area of attention inLcourse we abrut to begin today is 

th..:: industrill sub-sector. Herl., th•.· maximum utilisation of t:hc 
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locally available agricultural ~nd min~r~l rescur•e is a key 

factor to be considered in the process nf project preparation. 

The feasibility of rrojccts m~y also rest on the availability cf 

market for their products, ;)Vailability cf raw material inputs, 

skill in securing the right tE.:chnol'"lgy, ;ivailabillty of manpower 

for project implementaticn, access to caµital for investment ~nd 

method of financing ~nd procuremLnt cf inputs. It is therefore 

necessary for our plannLrs and pr~ject managers to have adequcte 

knowledge of these issu~z to ensure th0t the nation's resources 

allocated to the ~ttainment of nati0nal gcals do not go dcwn the 

drai~. Inde~a, our experience in the c~rly st~gcs cf the d~v0lcr-

ment of some of our rrojects h~s shown th~t even th~ best cxp~rts 

may be tempt€:c' to gi VE: wr':ng ::id vice i1S a rE.sul t of wrong 

assumptirns tnt::lly unr•.l~trct h tr.c Niwrian experience. The 

course org.1r.izt.:.rs wi 11 de we 11 t,- ti1kc n· )tc 0f this very 

important c0nsidcr::itic,n ( i.1.::. •Jssumi;til·.ns rind local realities) 

in plnn rrcpar~tiGn ~nd ensure th~t the Crurse will beer relev2ncc 

to our n;1tinnal c:.-nvircnme:nt .1nd aspir<ltic,n. 

4. Pri:-,jLct Contr,-:cting: As I g1th(:n,d, the objective of the 

Course is to ossist the Grv~rnmLnt and Semi-Gcvernmcnt Agencies 

concerned with industri~l prrject pl?.r.ning to improve their 

current pr~ctic~s in all the subjects to be covered. The 

objcctiv~ is l~ud~bl~ nnd cnmmund~ble. However, in the pursuit 

of the objective, I w~uld like the Organizers of the Course to 

bear in mind the best utilis0~ion of tht av~ilnhle nati0nal 

resources in t~·rms c•f t1.:chnclc.gy, m11nr·f.wr:·r, r:lw mab.rials, time 

and fin.-rnct..:. 1:-roject Ccntr-.ictin<J rl"Y '1 very crucial role in 

maximizing national c12ins in th~se ~rc~s particularly in the 

trc:insfi::r cf t'-.Chnclcqy, r.1.~1n: .'t/':r d1 vcl<'I rnr.nt, pr<•j,.::;ct fin<incing, 

al so a vital aspect in th(; r~n-,c· ss <.·f r cc ject executior. I 

therefore wish th~t this subj~ct be givun the clost attenti~n 
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to grips wi t!1 th'~ rudim· nt.1ri•_·s • f C( rtnin o::.'SSf..:ntial ccntract 

elements in ordLr to foc~stall circumstanc~s which have hither~o 

-l led to difficult ·~xpcrir:nc•-s fr, t-hf impl(:m·~ntation of some of our 

industrial prcjects. Such ccntract ~lements include for example 

I (a) the role of the supplicr/ccntractor cf technology, equipment 

~I etc.; (b} administrative prcvisicns, Cc) agreement on language 
.- -

to be used in respect of production instructicns, (d) deter-

minati.on of the board<..:r b•_ twct..:n the scop1.: 1-,f undct•takings of 

the supplier/contractor and the duties of the employer, 

Ce) app~opriatc procedures for monitoring of contract performanc~ 
• 

(f) the right to rcquPst chilngc, Cg) control over use of sub-

contractors, sub-suppliers and personnel so as to enable us t~p, 

• as much as possible, available lncal resC'Ul"C~ (h) thE: right to 

···· ;. .. , tcrminatE:- the: contract if d<:er.ied necessary in the national 

~-, 

":';"' I 
.. l: 

·1: 
J 
·~ I .... 
I 

I ., 
-r 

int~r0st, nn~ mcst imp~rt~ntly (i) applicable law and arbitr~ti~~ 

cculd caus•.: h,1rd f•_•...:lings in int· rn<1ti(m-:il r~~lations. Indv~~d, 

my Ministry a ln:<1dy hes <1 story t:. tcl l r.n this. 

S. Projt:ct Fin<:incing: In th(. .ffcil cf pc0j·~ct financing, I 

believL th~t Gcvcrnmlnt usually losus cut to its t0chnical 

partners, largely through igncr~ncc rr over-sight on the part of 

our rel a ti vel y in-experienced pr<'jcct pl ann~rs and manetgcrs wh<; 

Sn~dvertantlt/ allow componr.:nts of proje:ct exp _nditure usually 
• . •. ! 

incurrLd by the Government at th~ initial stages of a project tc 

remain unrLcnverrd. A good ~xamrl~ is in respect of axpcnditurc 

incurred in travelling abroad to negntiat0 for technical partners 

(•r in arr.=rn<Jing rcli.-vunt f,1cilitit-S lnc;1lly for project b""' 

take off. Th~s~ cxpenditur~s, I believe, should be taken into 

cr:nsidf:rati1·n while disch cginq rur fin;inc.:i.11 obligations on 

ccn'":-~1cts. In mnst c.:-:s,:s thi!:'. is nc·t so. The present economic 

circumst.1nc 1:s of tl-ie cc un try wh i.ch C<J 11 s f ,··r austere measure, 

in c:il l realms of \'.Ur f_ccn···r.iic.: end<. avours must be borne in mind 

in cur •r'I r(·,1Ch tn p-·ci•.·c.:t fin rein<). Th•_r<; sh0uld be a thorough 

-, 
I 
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examination of existing proctices with a view to·e~sur-i~g 

efficient use of Gur meagre financicl rLscurc~s. C0osideratic~ 

is therefore to b€ given to various means of bringing this 

about. In this regard, we should endeavour to eYamine the us~ 

of Supplier's Credits for complete financing or as supplement 

to loans er grants, Compensation deals or buy-tack deals, 

assumptions about interest rates, grace periods, amortization 

periods, bank charges, sources of equity and loan finance etc. 

6. Project Evaluaticn/Appraisal: 

I should let yr.u know that in the immediate future, the 

policy 0f Gov~rnment as f2r as pr0jcct fin~ncing in the 

industrial sectcr is crncerned is tc <.~ncentrate the availabl~ 

meagre rescurces ~n c0nsrlidating what w~ 2lr~~dy hnv~ in the 

industrial s~t-u~ r2th~r th2n an n~w rr~j~cts. Thus, m~re 

attentinn is tc be fccuss~d, in th~ shrrt-t~rm, en th~ 0xistinc 

inrlustri2l rl<Jr.ts ar-.d r!l-g, .. ing ; u.j.,-_cts. Ir. this cc-nn·.::cti,-:--., 

the: kn··,wL:ri?•,· t-:- ~1, 1ain-..:c fr· m wr1<'t y.-t.: t• :_ch ,-!"'. Prnject 

Evaluc:ti: !1 ::-,nd A:-.1:r-:.is.1l wil: bt .. me.st ·,u·:l',.;-i~.h::. I h;1v.:: n. 

dcubt that r·u will :~Xi"' SE: "l.!r • xrr:r-ts t - th<.C lcit.•'St l'C!Chni::;U•_:S 

in finunci~l 'Ind •:.-c:-n:mic <ir."1lysis. y,-u sh•uld ..:xamint.: tht:: 

Vz:lrirus arr:r··,,:cho:.:s t( this suhj•!Ct and .:nsure: th3t r:nramet<.:rs 

relevant tr (•ur ecr n0mic circumst~nc·. s ar.: taken intc cr.nsidL:r?.­

tion. Mrst dr.:vel0;;ing c:iuntrics h,"!ve held cc:ursc- tc disnCjrCe 

with snme: '15;-". r;ts ·: f tht· w.,rld fHnk .:w; rPr1ch but wht1tev•~r 

npprc<lch is c~nsider·:.:d best in th•,· int..:r; st ."'f .'ur n.::itir-nal 

econrmy shnuld bE-; '.'Ur concern. ThE: m."lximizati0n r;f LOCAL 

VALUE-ADDED by r.ur industrjal rr:.jccts shc·uld b.: CJiven tht: 

'1ttentic:n it d\-sr:.rves. HC'w this <:< uld be .1chit-'V"d in the 

existing "nd '."n-gcinq ;-r jd:ts shr'uld t·~ lr 1ked int<' and tht..: 

critc:ri,1'. fc r its 1chi~·v1 m· nt in -iny j·r• 1·~ct .:x.1mirH:d. Such 

crih r L1 m;1y inc1u<1" th· u~;. , f I• c- i1 ri ?tur.'l r· :;· urn·s in· \ll" 
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inputs, ex~crt prc~cti~n drives etc. All these tnuch 0n the 

important issue cf local rescurce utiliz<ition that should receive 

adequate attention in our cppr~ach t~ Pr0ject Evaluaticn and 

Appraisal. 

7. The present Administration, as ycu ~re well aware, has 

among its tcp priority areas, ircn and steel, agro-bascd in~ustrEs, 

petro-chemical, pharmaceutical And cngin~~ring industries. The 

ccurse organizers shculd tht:rcf ·-ire end~~vnur to see how the ccurs•. · 

can address itself to our problems in thtso and other industrial 

areas. A major ccncern to th~ entire Nati~n is the existence of 

several Public s~ctor Industries that hove rrcved unviable 

despite rrnmisinq Ev~luati·n R'r rts rrcr~rcd by exp~rts on the 

viability cf the projects b~frrc th~y w~rc embarked upon. One 

mdd•_; in lh•: · x.1min.1ti n •·f t..h· i r .• j·:ct::; · ·r th it thi nqs W(-nt wrr n'! 

at the implLm~ntAticn er ~x~cuti:n stagt. I ~incer~ly hcpc th~t 

this ccursc will tAkc acccunt rf the Nig~rian cxpcri~nce sc th.:t 

th·~ cr,un try c<ln he pr(:perJ y guided in l ts future indt;<;trial 

invE::stments. 

8. I would like tc cnngr~tulate thE vnrirus partic\~ants fer 

their nomin~tinn for this course. I ~m p~rticularly happy that 

my Ministry brrught in St~tc Gov,_rnmcnt r.fficials t0 benefit frr·m 

the course. I h~vc no d~ubt th~t their exposure will be bcnc-

f ici~l t0 the industrial sectnr of the N~tl~nal &ccn0my • 

9. Lastly, let me exprLSS my appr~ciati'• tc the M~naginq 

Dir~ctr,r rf th1; Nig··:ri.:in Industrial D1_vc..lnl'm-:nt Bank .:Jnd his 

r-fficirils fc·r rr:.1king th•:.. fl1nk's f<lciliti•'S 1vailable fnr the 

r.rganiz~~rs c~f the c•.ursc. My h· <~rtf•_·lt th<inks nls:o go to th·.: 

contributLd imm~ns~ly to th~ nrg~nizatic n ~f the course. It is 

my c;rndid hc'p:: thct my rt.inislry :ind Y' ur r.'r<J0nisati··ns will 
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VI. Program of Closing Ceremony 
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,_ . .. 
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::'l1::-.: 1.45 p.m. 

•r~ 
I~~ t. 50 p.m. 
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• ~ 1. 7'.': 
t"t.{,n 

rJ1~~ 
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. 
Participants get sentcd. •· 

:'I 

Guests f'-rrivc-. :_; 

The Perman~nt Secretary, r\~dcral Ministry of Industries; 

The Chciirman of tht~ occr::ssion and the Managing Director .;! 

~ 

- NIDB arrive. 
i' 

' I .. 
! 

lnt.rnriuctinn :-1f l-.hr~ Ch<:~irman - MR. F1\SHMJU, J\GM(MDD) NIDfi. 

UNlDO Heprcsentntive's Remarks 

Remc;rks by ci Hisprcsentative of Course-Participants. 

Presentation of Ccrtif icates to Course - participnnts 

1· .. 
I• 

-· 

,• 
·.• - ' -• 

Th•~ Permanent S0crr.!t<1ry Federal Ministry of Industrie~;~ 

, ... 
. l 

Refreshments. 

Chairman's Clesinq Remarks 

Vote of Th;inks - Mr. G. J\MUSl'.-EKE (AD(P&P) F.M.I. 

The Permanent Secrct ..... ry F.r1.1, the Chairman, the 

HrinaginCJ Director - NIDB and the Guests dc:p?.rt. 

.~ 
( ·. . :. 

.;. 
··, .. _, 



-----

I 
I 
I 
I 
I 
I 
I 
I 
[ 

I 

l 
1· 

I 
I 
I 
I 
I 
I 
I 
l 

VII. List or Documents Previewed Daily by 
Seminar Participants 
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LIST of ANNEXES: 

ANNEX 1: Guest lecture: 

"Investment in Infrastructure: Special 

Problems, Fina.ncing, Costs and Benefits" 

given by guest lecturer: 

Dr. 0.0. ILESANMI, Fed. Min. of Indust., 

Investment Information & Promotion Centre 

ANNEX 2: Guest lecture: 

"Evaluation of Technology Transfer Agree-

men ts" 

given by guest lecturer: 

Mr. F.J. OKONO - AG Director - National 

Office of Industrial Property (NOIP) 

ANNEX 3: Guest lecture: 

Case Study of Evaluation and Registration of 

Technology Transfer Agreements 

ANNEX 4: Guest lecture: 

"Sources and Quali t; of Data for Demand 

Forecasting in Nigeria" 

given by ~uest lecturer: 

Mr. G. K. A.JAYT, I.hi ef F.conomj st, Nigerian 

Industrial Deve1npment Bank Limited (NIDB) 

ANNEX 5: Test for UNI DO Tr·ai ning Course: 

18 questions to be answered by the 

participants of the seminar 
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6: Teaching Materials ar.d Outlines f'or Slides, 

Module I: Outline of the Project Development 

Cycle 

7: Teaching Materials and Outlines f'or Slides, 

Module II: Market Analysis 

8: Teaching Materials and Outlines f'or Slides, 

Module III: Technical Analysis 

9: reaching Materials and Outlines f'or Slides, 

Module IV: Financial Analysis 

ANNEX 10: Introduction to UN I Ii(J' s Computer Mode 1 f'or 

Feasibility Analysjs nnd Reportjng (COMFAR) 

ANNEX 11: National Case Study: SUNTI SUGAR PROJECT 

Technical Data 

ANNEX 12: National Case Study: SUNTI SUGAR PROJECT 

Solution Set 
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ANNEX 1: Guest lecture: 

"Investment in Infrastructure: Special 

Problems, Financing, Costs and Benefits" 

given by guest lecturer: 

Dr. 0.0. ILESANMI, Fed. Min. of Indust., 

Investment Information & Promotion Centre 
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UNIDO SEMINAR ON INDUSTRIAL PROJECT PREPARATION EVALUATION, 
FirANCING AJiD CONTRAQ_TJNG;_?TH ~TO_ 14Tli OCTOBER, 1983 

SEMINAR PAPER ON "INVESTMENT IN INFRASTRUCTURE: SPECL~ 
PROBL~MS, FINANCING, COSTS AND BENEFITS 

BY 

DR. O. O. ILESANMI 
Federal Ministry of Industries, 
Investment Inforcation & Procotion Centre, 
New Secretariat, 
Ikoyi, Lagos 

In nost Af'ric~n countries, especially in the period since 

most of them attained politic~l independence, investment!£ 

have been largely conccntrnted on directly productive sectors 

of the econony such as industry, tr~nspo~t, teleconnunic~tions, 

power, qnd P.griculture. Most economists involved iu their 

planning processes b~lieve, alsoot ~s ~n nrticle of !nith, 

that investments in these productive sectors contribute core 

to the ~ccelcr~tion of r~pid econoc~c growth. This trend W3S 

rirst noticed in Nigori~ with the l~unching by the Coloni~l 

GovcrnoGnt of the- Ten-Ye!lr P!_s>_g_!ar::i:i~- cf _!)~v~_lopnent 3nd 5>ocial 

Welfqr.~ in 1946 (Governrwont Printer, 1946). This same trend 

b~s been ropeqt0dly ~rticul~tcd in the country's post-

indi.;pendcnce d;.; v~lopccnt progr:m:ios by successi v0 Governnonts. 

In ~ oixed dcvalopiilg 0conocy like ours, one princip~l 

role of Govcrnoent is the provisio:1 of infr:lstructurnl f.'1cili ti·~ s 

for soci~l nnd cco~o=ic dcv~lop~cnt. Th0 efficiency nnd 

effectiveness of infr~structurnl f~cilities is not only 

cruci1l to integrqtcd fJOCi~l developncnt but 'Ilse to r3vid 

5"~ustri3lisntion. This is because the w~y these public 

~tilities are o~nRgcd not only ~ffcct the cost of industrinl 

production nnd conscquentky the price level of goods nnd 

service~ produced nnd consuned but .1lso h-is positive or 

nug~tivc linkngo effects on th~ business coomunity ~nd the 

consuoing public. 

Infr1structurnl hcilities i:} the context of this 

-·,11in.1r re fer to c SSt'!lti ~1 public util i ti cs such as electricity, 

l 
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c.-:tion::; 1.r:~ r::·~il services whos0 -:dcqu"!'Cy not only 0nh'!nces ~ 

c0u~try's ~bility to fully inte:gr~te soci'llly '1nd oconooic~lly 

its rur""!l "nd urbn.n coormniti0s but ·dso ,,cccler,:-1tcs industri~­

li~~icn of the country rrs ~ whole. Infrastructur3l devvlopnent 

by Govcrnncnt h~s its origin i~ the fewness of peopl~ with 

sufficient C:'lpit~l rind thi:: rcquircd n:i.n~gcri'll C"'!.pnbility to 

promote :m<i CX(.;cutc suc:i enterprises. Mere over, the need to 

nvoid thC; uneconor:ic duplic-:tion of thcs.J services is :'llso 

rt)sponsible for Governr'.l.ent nonopoly of infrnstructur'11 

devclopnt;nt. It is n.lso signific:'lnt to :iote th'lt the origin'll 

u.ndcrpiu:i.ing philoaophy guidine; th~ est:!blishmcnts of infrn­

structures is service -:lthough in the pvrforn~nce of such 

services, they ~r~ exp~ctcd to be self-supporting. 

The: current dili:::mn of th,:sc scrvic1..~-oricntcd est~blishocn93 

is how to reconcile the den-:nds for chc~p 1nd efficient service 

with fiw~!1ci."'.l sclI-sufficiC:ncy. There is, there; fore, the 

recurring probl;~;n of striking :1 s:'lti£f"lctory b'1l:'lncc between 

the dC;U-:!1.rls- of .., public-service oriented enterprise .·md · the 

r..::onct..,ry expect '.1tion of " coru!:i1..:rciJlly-oricntcn service. 

This present dilcu~n is :'lpp~rently the root c~usc of the ~uch 

flogged inefficiency of the: country's kc~ public utilities, 

which hns, for cocctinc, B~nur~tcd .., grc"lt dc:'ll of controversy 

:'.'!Ilong indu:::;tri~1lists flS w(;ll :15 the consucing public. The 

vi&w is widely held in sonc qu3rters th:'lt the inefficiency of 

the key p.,r.,ct..,t.,ls h~s cnntributcrl in no g~'111 c~"lsurn to 

the inefficiC;nt ur;o of fcrf;ifTY! ·;Xc.11.,nge l.::1rnings. It is the 

b·;licf in V1,,r;1_; qu.,rtcr:: th··t, t)1, i~l·ibi lity nf the NigerVm 

Electric Pow,.;r .;\.uthority (NEPA) to gu.,r:mtce continuous supply 

of electricity hn.s led to th<: i.l"lSSi vc import'1tion of gcner"ltors 

for household ·~nd iwlu~:tri·1l u~:;1.:~~. Sir:iil·1rly, it if:l '1lso 

r.illcged th..,t tho in'1bility of th() v."lrious w~ter corporntions 

to gunr~ntcc continuous flow of w~tcr h~s resulted in 

"unwholcnori\..!" cxp<;nditurc on sinking bor(;holes for households 

nnd induntriuc. It h-:s cqu~117 buun pointed out that tho 

l 

! 
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the telephone ay5\C;n h...,s cr~~tcd '! situ:i.tion where: priv"ltc fir:::.s 

hn.vc h"tl to buy "Jn<..! ir.st~ll r--idi<J cont:ct :r:.o~g o...::r.ib(;r fir::.s. 

The -".lpp.:rent consensus, th(; rt. fore, is th·1 t t!'le "1!'.lount of 

JrcrC;ign cxch;mge requir.:;d on these key utiliti(:S 'lrl: a.ore oft•;n 

been ~v1ilnble for othl:r ur~cnti~l u~c~ (c~pcci~lly in this 

period of ~cut(; ~~'1crt;;.g(; of fcrl:igr1 .:.:xc!'lr\n~e:) to finnncc 

The point nu~:-t, hcwC:ver, b::: w"'dC; th~t _;prior to th-::. oil-

boon of the 1970c, di~crcp:ncie~ betw0en 8V~il~ble levels cf 

infr~structur~l f~ciliti~s :nd ~ectcr~l requirewents especially 

in the urbnn ~r:::R wer::: eithe:r :i:rdly !'!otic(.-:blC; er r,r-::ly 

in :;·muf::icturint; -::.r! "lli0'1 · c~.: .. c::".ic "Ctiviti.;:·, building "=!G. 

ccn~tructic!: ~nd i~fr~~tructur-:1 f-ci!iti~r like electricity, 

in::!e:qu~ncic: ~f t::-. ;:. i:~fr·.: truct'..lr··l f-,~ilitL .:- · .. 1'.:ich "lr•_ 

nto•dily, pri v-,t· ~·,·ctcr i::v ...... :tr..t. ~t i:; i:1cu·:tri -il con:-:tructio!: 

Fron nv1il..-,blu r<_;cord~, th(' public-~~,:ctor c'1pit--:l 

invt~;.tr1cr:t 'llloc·~tio:• for infr'l:-tructur·~l d1..'Vclopn1·nt fr0r.i th. 

1970-74 to the 1981-85 Pl~~:1 P1~riodr: if: '" follow~:-

Fl~n f eriod Pl'ln SiZl~ Power Tr"n~port W:ltcr Conr.mni-
N :1illion H 1:iillio1~ N :::i 11 i <I?: H nil lion C;"ltion~~ 

N i:.dllilm ... ___ 
-

1 <;7n - 74 2 ,·""5". 73.- ')0. 6)(' 472. 39r, J. f;/~f, ~3. 2F·2 
--·- ...... -- -·-- --

1975 - p.r 4 ~ , ~ 14 • ( (°'() 1,07~i.;>)f• '), 6',77 • rJ'j-1 1 -~i: r 55 "J, 1'3 ;r.. 911-4 1 ]G • , 

-------·- -- --19A1 - 85 70 '?'/F,. ~'?.) 31,-,rJc.·9 
' t • ._7 10,?06.616 3, 74n.109 2,0i"O.OOO 

. -- --
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It will b,! cb::crv1::d fro!:l th~ t'::ih: '!.t p:.gt·· 3 th~t 1 con~idcr"lol, 

chunk 

thre:c pl ·m pC;riodz h'1Vt: been 'lllocritcd to tht: four ~b-.Jectcr:: 

con~titutir.i:; th·~ r:.,...in public utility !!Cctor. Thi:: !llloc-.tion 

pattern :.lco :~howc tht.: conc~rn of Gcvern::i.::·nt th~t growth in 

the c.--.nuf:cturing :.!1d -:llied s1..;ctor~ C"!l only b~ procoted 'l!ld 

:.ccclcrntcd through inprov~d :.nd exp:.nded infr~~tructur~l 

f :.cili tit::.~. 

In e~~:~ncC;, Gcv(;rr:.~..!1.:nt h•:: conti:m..:d to give ~ gre~t 

d..::-il of :.ttcntion tc th;.. c·-:i!'_:-tr~.int~ po::ccd to project 

ir-.pl•!r:·;r;t-:tio!1 by innd.cqu:.t•; p!ly:.ic"ll i!!fr1.fltructur'll f"lcilitie:::. 

I~ grt..::""~t dc:~l of c"pit'·l inv,;.-t'.':.:nt in i:1fr-::tructur"1l dcvclopc•,nt 

i.:-, thcr~forL·, ccnti!mou.·ly °t>•;ing g1.:nL:r"t1..:d through budget1ry 

nlloc:ition:: :'""!!ld for(;i:~r~ lo"!!~- fron ::;uch bodi1.,;r: :.:::- tht.: Wcrld 

nigt.::ri ·::1 Eli~otric Power t1..uthol'.'i ty (NEPA) i~~ continuously bci?~f 

,:-::-.:izt1..;rl with funJ:: for the purch~:·L: er ._quipl!...:nt whil!:t 

in'1dcqu.-:tv W'1tcr ~:upply i:. b•.ing trickl.:d through huge invcct~-'- ~1t 

by Gcv(;rnr:cnt. Sicil·.lrly, th ..... ir1fr·:;.tructur•1l in.,<lcqu:-icior 

.-:iricing fror. poor po;,t'!l ·~nrl t~lccor!nunic:itlons cyr;ten nrc 

being gr.'ldUi1lly rcr,ovc:ti through int.;:ir:i vc ci:ipi t:1l invcotnent.:. 

in tc locor.nunic ;.tionc n1.:twork~. Tc..: l•.:cor.r-mnic 'ltionG Equipnent 

T"!;.nur~,cturing i:: pre,;· ntly oni: n f Gov• r!1:-:i~nt 's listed priority 

in c.'1pital 'nrl c:quipr:.:nt "re incr•:.::".\::iug whil::;t locnl invC;stor:-: 

h•~i nr: •mcour:"lp;c:cl. 

However, ~nd in~pit~ 0f the cffortc by Government to 

w~kc th,~::·.; v·1 riouc publi~ utilitiv~ L:fficient :-ind effective, 

-i nuobr.;r of problcr.w continu1.. :-~ to pl --.gue thene org."lniofltions. 

Th·~ c:xi :-:tin~ plc:thor."\ of probl·:i:.i:; c . .,n h·, mibnuncd under the 

following:-
·--- -- -------

l 
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inndequ~te pow~r supply to ~ect th~ dcn~nd cf 3 

r"lpidly growing econoray; 

excessive rGli~:io1.: on 1:1.rge-scnle hydro power 

(Kainji hydro electric power stntion nlone 

nccountcd for "'bout 50-70% of tot~l energy 

gencr~tion in 1975-79); 

frcque!lt power f~ilur'-'S 'Uld lo3d shedding (r:itc 

of energy loss G~tio~ted 3t 20% between 1975 and 

1980 ;nd lr,sses due m~inly to lcng dist3nces 

betwcc;n gc~~r~tion st~tions ~nd lo•d centre~ ~s 

well <lS pocr m~!intcn;.nce of tr,nsoission fn.cili ti.:::­

and sub-st~tionz); 

OV6rlc'1d~d !i~tribution f~ciliti~s (Usc; of singl~ 

circuits tc trn~~~it bulk pcwer ever long dist~nc~c~ ; 

in;.dcqu;.t~ ~~i~t-.n-r.cc r~ciliti0~; 

d,.; ;.rth of .xp-:.ri-.·nc-.:d -!":rt coo.p..::t<::nt ;!t"!ff; 

in"ldC;qu;.te: !'ur.~i!~g "!ld poor fi!l;.nci·1l ::n::.~go!::<~nt; 

und.L;rpi"'."lr:..i:.g p~:ilG,-:op!"ly ( ::;l:rvic0-orh:nt1.d) c::: 

w~ic~ it .::xi:t,;; 

V:ck :: f cc-~. r .:i0:-. fr.·::-. t'.:'- public (con~ur-:~-r:;) 

throur,~ d ·•:-.·. ,-i'.~c- c'f c "':}l-;:'., tr·~!1~:for:-::ers,. :-:...::t(;r::, ~::co 

U!1willi!1g?:.•. ~:-: ~y :;.·:ny c 'n.·u:::.;r:~ tc· ::· ttL th..:ir 

bill~ for ~~rviccs ~~j0yod; 

illegql cc!;:H~ctio:1' or t-:lpping::; by sow:.: con~ur:i...:r~~ 

·md l·!ck of co-ordin!ticn between indu~tril.'P- ~,1lc 

NEPA h~ving rq~-..rd to r..:quirencnts, ..:.:~t~bli!:!hncrlt, 

etc. 

in:ldcqu,t..: :iotiv"ltion cf workers; 

l:lck of cor.::::i tr:i..:nt by ;.,.,ny cf its worker!:: evon 

when Wl..!11 r.oti v;te<l; 

probh:r.r. ·1ri:ri1: ·~ f r('r.1 its !1" rnorii z--it ion with th· 

civil .r.1·rvic1:; 

iw1<l•.qu·1t,· •up~·J..y 1'f , :·:·.,:ntl~l wnrkiug tnnL:; ·n1d 

r'.:~tt.:ri.nlr. ~:i:1c1 tlh:::c tnols/r.1:'1t1;ri'1lG ~1r1; 'Ill 
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(ii) 

(iii) 

ic1rth ~f sufficiently ~ccur<tc d1t~ on ecc~osic 

f~ctorG on which to b~sc proper forcc'"\Gt of 

pcw<..:r den<n<l~. 

Tr<:1spcrt 

:h::_,·m.l n".n~,g.:n~nt, i ··~., dt. "rth of ;:;xpcri(;nc ... d 

"'ti c··r:p1.t ·:1t ~·t·:ff t" t'rrn:;ct1.· npcr1tion'1l 

...:-fficiency; 

poGr fin~nciql n'1n\3cn~nt; 

ir! 'ld•.; quct.::; fundir.g for n,_int•:n -:nee. 

\ht er 

in"!de:qur-:.tc rrupply :'"'!l!t di::.;tribution network; 

low ~u'1lity of w~tvr itntlf; 

in'!dcqugtt: fun·1img; 

;:hort~ge of t.:.:chnicc:l ·me! SUP'- rvicory rnnoowc:r 

(r: :sulting in inadcqu'ltl: r:!~intcnnncc ~nd 

incL ;s~nt brL;~k-down of wntL:r ~;Upl>lY systef-',); 

1·1c1( ,-,f co:·t r. r,ov. ry r.1• r:·ur ·~ (th<t would h<V• 

p,;r;::i ttc.:d ~;1or•. f··cili ti ·· t" b•: provid8d). 

(iv) Cn 1 i:·.uriic·!tiun:: 

iri·.,1 .. quncy of t ~ch·,ic'11 ·-.rl(l L:~1ginc(..)ring !!t'1ff; 

rw:1-:·t --ind '1rrtiz·:ti()n of i.":quipnl'nt; 

irn<kqu:-•tL" n·?i:1t•_ n·q1cc ·!rd :;upporting f·:cili ti,:;.; 

in ~:ti tu ti on 11 ., 11ri orr:~mi:::;; tiowi l problerrn; 

inc•; ;,;'.~nt <i~n.,r;c to ._;xt1;rn 11 line pl'lnts, c.'\blcr: 

"!Lii -lu~t:: in urh ·rn centre:~ by th0 public; 

unwillingnu~,; uf n.')ny c011::un0r:-.; to sL:ttlC! their 

bills for scrvic0s ...:njoye:d. 

Th•; r:trur,tutnl in-1rl<.'lu.·1ci;:;, of tl--t1· v.,riouf.i public 

utiliti(:C hie;hlight0d 1bc_;vc· nu!·t, of rwcc:-~:-~ity, crcntc !ipe:cii:.i.l 

problcnr. fi..r· tly indu7.tri:·li::tr:, th(.; lm::in1...:~!~ conrnunity -~nrl 

the con:-:uninr: public nt 1~1rg1,. Such probhr:s include:-

(i) Equipment rhrnr,c:;: ·1ttd und(:rutilisntion of 

-1 
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(iii) 

co!lscqucnc...;s on prc1ucticn averhc,C.s ond rcl!'lt•:il 

high price levels of :~..r'c-:llj' produce-<"! goods ~nd 

services. 

Further cri.pit'll outl-:y en ::i:-ikir.g l:lorLhol...:s, w·~t.:r 

tm1kcrs '1.Ud r.'1.dio corrr.:mi.ic · tinn equip!:".-: !1.t -:ri~iar; 

fron in,dcqu'1.ta w~t~r sunply -~d unr~li-:~l~ post"11 

:md tt;l8ccrur.unic"1tion~ f-;cilitic·~ with consequc!lt 

incrc~ses in proci.uction overhc'1.ds '1nd '1.tto..;nd'1nt 

high prices of loc-:lly produc1.;d goods ~nd !Jt::rvict---:~. 

(iv) Continuing 'inefficient' ~'!lct 'incffectivo..;' use 

procureCTent of nec~.ss~rJ ~quipncr.t in it~n;; 

(i) - (iii) <lbove sine·· R.c;t (if not nll) !lrc 

not produce:rl loc-illy '1nn nu~t thPrt fore b1~ ir!port· ~. 

Govcrnncnt is, however, ·w~r....: of ;11 these problcr.i::: ·m,l 

the structur~l inr-dcqu'1cic-s of the: publicly-owne:d utili tiu:. 

First, in its r1.;ccntly publ i;.i1·:rl Nigcri~"1n Inrlustri.11 Policy 

~nd Str"J.tc~~G~iri_•;~}.!::-E. t_o Invv:tor:: (Government Press, 1980), 

GOV(:rnm.mt hnc nccepted, ~s :'\ n'1ttt:r of policy, to cooper.'1t~ 

with priv11te e:ntrL:pruv:ur::: to l'.!i~::'..:- lz,; th.; '1<ivcr~e effects 

of current infr~::;tructur . .,l in:'lrkqun.ciea Fmch ~s irrcgulqr 

e:lcctricity !'lnd w;1t•;r ;.uppli1;:::; :rnrl. pocr 11cccss ro1ds by 

proposing t:u: concl;s:::;ions, tn offa..:;t :::ubrrt~ntif'llly, neces~"'ry 

e:xpcnses incurred in providing such f'1cilitice. The concessions 

will, h')we;vcr, npply only to indu~trics loc.qtcd in the hinti:rl·::~··l 

~nd will 'llso tnkc into '1Cccunt th1~ cost of tr.,nsport,tion of 

inportcd rnw r.1rit(;ri., ls re qui r•:rl by such indu.strics. Secon<\ly, 

Gov1.;rnncnt h-:ic nlso rvc1:ntly .'!CC<:pti.;d th1; r8corin.::nd'1tion th'1t 

public utili tic::; lik· th•: N.! ~- ri -in El~ctric Pow..::r .il.uthoti ty rm1 

tho Poot nnd Tclccoc~unic1ti0na Dcp1rtnunt (which, by n1turu, 

l 
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s~lf-fin~r.ci?:f ., ·.-: .::e.:-t-,· ~!'", cth·· • ?ir. :.11::;, ··:. t:: .. r : ;r:. 

of i!1fr'1structc.:.r· 1 f· cilit:;" ·.-:!lier: i=--~ aft..:!: ::. t ·1:· ··pp-:L'.t 

~6 t'he: oth<.:r phy::ic"11 i:.fr~.ctructurcs alr·.:.'l.dy rL·,lt. with i~ 

this p"lpcr. is t:.r.kirn;. Ir: tt;.i:' cnnn..:ctior., it ::;hould b1.: 

pointLd cut t~i:· t G(•V• -rn:-., ~1t, ·1:· .'"\ ::."ltt·~r of pnlicy, h'l.: :'llrl·"1·iY 

t-,kr:;n steps t.:: ir:cr· -,;.._: b·1 !1kinr: s .. rvicc:s in t}1< rur1l ~r(..~~ 

by diri.:cting L"XL:ti!1r, b·';,k:: tc- , -~t·!blh~h br·!!1di.. ~ in thL.: rur~l 

rtrc:is. Thl: .::<-:~;. ... ac.: cf t'.ii:· dir .. ctiv-: i~ tr::: prcvidr.: e'r'-SY ::\CC(:::.: 

to lo:m'lblL c:->:pit'"'l i·-. th-....: rur.,l .,r•::?. in ordLr to r~:cilit·~tl; 

:md acceler.'ltc thl~ tkvc lci{l'.:t•. :1 t u f 1..:11trcpr!:h•. ur:-:hip i:1 t~". :;•: 

nrc~s. Governn...:ut, i tsl:lf, h~1s 1.:st<tblished 'l !!W'lbL-r of b~u1ks, 

not:ibly, the Cer~tr:'ll B'lnk of Nigt:ri.1 (CBN), ·i;hL Nigl:ri:: 

Industri-:1 Dt;V•;lc·pr::: nt B:;r~k (NIDB), 1'~e Nir;._ri.., 8"1nk fr.,r 

Coac0rcc ind Indu::try (lIBCI) '"\!l(l thL· Nigc:ni., Agricul tur" l 

Crt.:di t B:ulk whilst ~or.,: c:f tht.: St"tc gcV•..:ra:~L:I~t.· n·\Vl.: :1L·•; 

0r:t,-.tlished "tr::,k:· in th<.ir v·,rinu~ -ir·- ·· c- ' f juri"': ictir~:. 

Th1.s...:: b'1nks, ir.cludi:1c tt!o.:-. ir: th.: priv· t• .. :: .. ctr,r, -.r .. 

r;uppu::~d to b._ :·• urcr. of i!tV· ·.;t:·; nt c··pi b·1l f• ,r i1.t•;gr·1t cl 

dcv·.;lop;1<.:·nt. 

Finnncing 

Th..: off!.ilw· t >f th•. f··r· .. 1~11iuc L: th· t !'l("!' y ::;u:;t b( 

~w~il'1bh: for incrc:'!sc;l ir.v. ~t;:~·.:1t in infr"l.:tructur-.1 ~ 

de:velopn0nt. Th·~ ;;ourc•; cf fin-~ncing "nci it;; utilis~tion will 

ckpL:nd, to :'"l 1'1rf"c • .xt~nt, "!l t 1 1• typ<:!S r;f proj•:ct 1.:nvi~"1gt.::d. 

GcnC;r.'!\lly, the ::ourcc:~ of C"pit'll for inv• .. :~tr. ..... nt 1rc:-

Equi ty capi t·.l 

D•.:V•:lop:--:l.!lt .• f~•;nci•.;:; 

,;.i cl Fin '\!lCc 

.Expc·rt Cr·Ai t ~: 

Lcc'!l Curr•;!.~J' M"rk- t~; 

l'k<liur.:-t'-'rr. Eur .-Curr .. :tcy M-·rk· t 

Ii•t r11-:tiu:i1l C·ipi t-· J f"hrk· t 

HC.'WCVt:r, :-;inc'-' lllfr·1~;tructur··l r· ciliti· "r•· publicly provirk·l 

··nrl r~wr .. i in tLi.~· c:ur.tr:/, inv· .'tr:- nt in i:;fr·1:-:tnctur'1l 
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For..:ig:-i lo~ns fron: friendly cour.tri(;s 

Euro-Curre:ncy ~•rkct 

Intern..,tion'll C~pital . Markets 

Multil-:t~rn.l fin-inci1.l sourct;S ffuch :"!S World B'"'..nk, 

Intcr-Ancric."1n D0vclopr:~nt B'"'..nk • ;Jric.1.n 

Dt;V1..'lopr~.t.:nt B.1.nk, Eurcpe'ln I:i.vcstnent B."·=tnk, 

ll::3i::tn D<-Vl;lopnc1t Bank, etc. 

Multil:itcr:il fin~mci·,.l. sources crm be us..::d for co-fin"1nCi'.:.~ 

(in conjunction with on1.: or nll of the :bcve: dcvc 10p1::cnt b:::k.;) 

infrnstructur~l projects such '13 cxpr:.::ss ro·vi.s, r"1il rc:.,'.i s nr 

electric power supply grid. Soft lo~ns c"1n :lso be cbt:incd 

froo such source:s for ~ period of twonty yc'1rs with five 

Yf.:1.rs gr"1Cl; pcricd : t ncn-subsidizl.~d interest r1.t'2s. Th;: worlc! 

B~nk c~n also b0 ~ sourc~ of lo~ns for i!1fr~structur~l prcj~cts 

of high priority in th·; n..,tion 's dt;V!;lop~'--nt progr":.ni:i0. 

Howcv"r, since C"pi t'11 L' sc<trCt , r.r.ly l conr:r:ic cnr:.~;ich-·­

r.,tions '1r1, r1. lcv . .,nt for ~r--int ing such lw~ns. Th·~ otht:r 

conditions for \..Jorld J3·1nk ln"•r1~ -ir,; "IS f nl lows:-

lo:-!lH> o::ily to Govcrnn::nts (or unri,:r Gov.:;rn::.:nt 

p;u.'1r'1.n t1:1:: s) 

rt..:.·1 srm'1.bl·~ rnt1. of rl, turn 

fin~ncing of for~ign cxchnngc costs 

non-subsidized fixc.:d intc.r...,st r1tcs 

long-tcr!:i lonns 

uxch1ngc risks in diff~rcnt curr~ncics 

intcrn~tion~l cor.petitivc bidding for procurcncnt 

lonns to cri:cii t-worthy b0rr0w,;rs only 

Thr..!SC S'1n-.; condition:; "!l:.:;o '1pnly to lonns fro11 oth<..:r 

It would, ::t thi~ r:t-ir-;1,, b:..· u:31·.ful to cnun(..:r'1tc :3C'r.lC 

sinple principlr.:; tn b•; h0rnr: in r.;ind wh1;n 3coutinr; for 

inVt.;Str.wnt furl'lirw;s. $(,r.• r,f th•,:G•; b'"l3iO pririCipl1~n ::i.rr.: rlS 

f0ll0wi::;:-
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:·. "..Xh-.iz ..... tiou cf fix .. •-: r"t" fir1-i.:1ci::g 

cc:..structic:. is in ·prcgrc ss. 

Costs ~~d B0n~fits 

Th·..:y ar; 110rr.:" lly link(.;d tc:· t~1·~ J..:vc lop::.-:•_:n t progrnn::c of t'.1 

s-.ctcr (;r subsc·ctor to w!'lich t'1._y f!lll. '1.S well -:is the cvcr·1ll 

into t'.1:_ ~ .. Ost cff.::ctivt: USt; ts 1ssur.: possible irl 1mtific"'tion 

cf "!ll n.ccru"~l·.: rlir•:ct --::1r1 indirt::ct costs "s well '1S the 

tiir:ct "~:rl. in<lir.:::ct bcrh::fits. It is i~1 thi~ con118ction thr t 

~nct ~cono~ic bon~fits 

It L;, 'lOWL:Vi..r, !1'.:t "1lw·~ys pc_:,s: . .dbl.: to fully <locWlt;nt 

'.)' c-:u:; 

tl:•; ~t:n'.trhrd r,f tho.; cic)(:U;! .'1t··tin!1 (;f U1· proj.;ct UilC!•;r 

r:r:n:.;iri•.r·,tirJi:~ As .., rplirk, ~-.ur;ll docur ... !1tc1tion in .'1 feasibility 

:;tu1y, fc.r · X"~:pl•., wjl] iri··lu·l• th· fnJlr~winr; it1;r1~; ni 

I - - --- -------

M<1.ps 
Sr)il I!~V; :~tip<'l.ti0 1 

• 

L..,ycut U.r~'1) 
Proc•: ::;s Di ".gr·u.: 
I1'l t. ·ri 1 l s/B'"\l:'mc(; 
L~yrrnt (Pl ·int) 
Pr(JCi; s;.; Equip::ie:nt 
Builrii:.~~~ 

--- --~------------
LLV<;l (' r Accur:icy of E~tin-i.tt; 

ti'.'· bC: used 
-~---~--- -~~~~-

1 : 20(r 
Pr0linin-i.ry 
Apprrixin'ltv 
OptiGiz~d (but not fin~l) 
Opti~:iz•:r! (but not fin"\l) 
Pr' 1 i :·.i. n '1 ry 
1)pti::.iz· ri (but not fin.11) 
Ccr;c..::ptU'"l 1 
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Th\; cost/bi.:!Lf it ~ t. w1y 1~ f ·· proj•. ct L.i <.: ss(.;nti ·dly 

~n ·:conc~ic ~ppr~is-:1 focusi~g on th<.: coa~erci1.l nnd fin1.nci~l 

Y:!Ji.bili ty of th .. : projC;ct. T'.".is "ppr::i.is-al is, howe:v1.:r, subject 

to ccrt,in distcrtions of ~ coopctitivt n-:rkct structure 

brouGht :ibout by t0riff 1.nd qu:"lntit~tive restrictions, 

unr0alistic cxch~ngc r1.tcs, govarrment control of interest 

r:">.tc s n.nd prices, .-:nd r1oncpolistic influC;nces :1nd 1-:bour 

union ncti vi tics en r•:.;!'_l w~ges. T!.1e cc1:ir.1L;rci'1l -'!Jlpr-'.:lis'll 

cxaQin~s ~11 the nrr1.ngcncnt~ ~n~ proccdur~s for the procure-

cent of goods 'nd services required for the project .•nd also 

nrrnngc~cnts for obtnining the ncccss1ry inputa inclurling 

D(;.!1Surcs for th1~ disposition of the expected output. The 

uli:;itJ.'.:!tc objective is to ensure th•t the bc:et Ta:uc is 

l 

I obt[}incd fer the noney gp,;nt on the: project. The fin1nci 11 
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npprnis':?l, en the oth(;r h:nd, l:r:r.in1.;s thr: :-ir.i.ount of rJ0~_2y 

rt.:cquir.:.:d for project t·ikc-off ·m0 the sources of such funds 

·1u<l the probable opcr1ting costs -ind revenur::s ·rnd the finnnci'11 

vin.bility of th0 proj~ct. These consiri.t.:r1tion 171.ust, howcve:r, 

t.·~kc.: ccg:1is.1ncC; of t:K S<)Ci1l benvfits deriv::i.blc fron inve:stncnt 

in infr-:structures .:.:spe;cially since these bl:nt...:fits c:nnot be 

e:xpr~ss;;d in qu1.ntit-:tive r:.onct.,ry terr.is. Th(; cost-effectiveness 

cf infrnstructur1l proj~cts c1n 1lw")s b~ ~chiavud by rel~ting 

the dinwnsion 1nd c~oicw of technology to the dcn1nct forcc~st 

'Ind e:r1suring th·~t the: c.-:p1bility of the conrunity/socit:ty tc 

1fford tho chosen le-ist-cost invostncnt is not in doubt. 

Tht.; c ssence cf ·1 cost/bc..:nefi t cv:lu.q,tion of infr~structur·i.1 

of such infrnstructurL;s i~ lik(..;ly to contribute signific-intly 

to th0 ovcr'111 socio-econn~ic duvclopoant of th~ country. 

Thcri::nftl;r, thi..:ru is 1lso thl! nc\;d to be convinc(:d th.1t the 

· xpectod contribution is lik,;ly to bl: gre::it enough to justify 

t:w ust; of sc"?rcc ru:rnurce:s such ns inv..::stn• .. nt C"pit"l 

.. . . ) .1·r..:1cn MrJreover, in .... situ-:tion 

-------~----------------------------------------... ~ 



I 
12 

I whcr~ th~r~ is ~l existing D-vclop~0nt Pl,n, the infr~structur~l 

I rc-'1.ssurm:cf.:: th,t the proje:ct is bt ing ir:pl :;1,·:1t..: ct Ni thin th~~ 

I priorities SLt fer the: econo:-"Y· rhc nssc-ss::;..::!1.t cf its cot:tri­

bution will th~r~fore b~ d€t~rnined through the process of 
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'lSsigning n ... rkct V'"!.lucs to the benc·fit '1t1d cost con1>oncnts, 

thnt is, v~luLs will be nssign0d to 1iract benefits, indirect 

bencfi ts, scr'lp v·1luc !t t ... r.-:irJ.·:l yvri.r, c ·1pi t!l costs, 

opcr'1ti~g costs, nnd indirect costs. 

Followir•g fron the far going, it iE '"'l>P'1.r~nt th'lt the 

usu-=tlly not qu~,nt..ifi·;bl(;. It i3 not Vl;ry c ft en useful to 

prrjr:r.t :-it.'t· fit3 sillc, th· triJ v··lu· of infr·istructurcs t0 

willingn<;SS t;i P,Y tht; :if f·;rt:ncc= is usu·, lly referred to 

'1S 'r,n:-1s11:-v r surplus'. Moruwcr, th·. scci".l ""!.nd fin'"!nCi"11 

n:'lr.ifolri '1!d includL: socio-,.:conc11ic intq;r,tion of rur'11 '10d 

urb:1n cormu~:itii:s, incrc!\s.~:rl st:nd,rd of living, cr0'1tion of 

•=r.ployr.1cnt (;ppc,rtuni tie: s, incrl: '151'."!rl i!"ldustri'11 '1.nd .'1gricul tur,l 

se;rvice chnrgus), --:nd consc;rv..,tion of f<Jr~,ign uxch:tnge c-~rnings. 

Thu proposition th-'1t is, in t.:ffcct, be in~ put forw:1rd in 

infr,structur,,s shc;uld focus <lir•,ctly on th·: qu:ilit"ltiVl°! 

r f ir•fr··~;trur.tur ':l f·:etr)r;, "r pr(Jductinn w3 thi11 thn fr-ir:<:work 

th .... t th. zr1• ct,1,d bc:11•;fits fr''''• t•1· i:tfr":·tructurcs nust, 

' '1 t l •,: - st ' , ' r;i.r: 1 t 0 th , i r c C; st f) • 
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APPENDIX 1 

CONSIDERATIONS FOR A FINANCING PLAN 

RATIO OF DEBT TO EQUITY 

SOURCES OF EQUITY AND LOAN FINANCE 

LOCiU:. BORROWINGS CONTRA EXTERNAL 

PROPORTIONS OF LOAN FINANCE TIED TO SUPPLY 
OF IMPORTED GOODS AND SERVICES 

ASSUMPTIONS ABOUT INTEREST RATES 

GRACE PERIODS 

AMORTIZATION PERIODS 

BANK ClI:l.RGES 

WORKING CAPITAL REQUIREMENTS 

INTEREST UNDER CONSTRUCTIOJr PERIOD 

FOREIGN CURRENCIES 

EQUITY FINANCE 

HIGHER RISKS - MORE EQUITY FINANCE 

SOURCES: - INITIATOR OF PROJECT 

- PURCHASER OF THE PRODUCTS 

- SUPPLIERS TO THE PROCESS 

- SUPPLIERS OF EQUIPMENT TO THE PRODUCT 
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ANNEX 2: Guest lecture: 
"Evaluation of Technology Transfer Agree­

ments" 
given by guest lecturer: 

Mr. F .J. OKONO - AG Di rector - National 

Office of Industrial Property (NOIP) 
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EVALUATION OF TECHNOLOGY TRANSFER AGREE"ENTS 

lecture given bya-
MR. F. J. OKONO - AG. DIRECTOR - NOIP AT 
THE TRAINING COURSE ON 
INDUSTRIAL PROJECT PREPARATION EVALUATION AN> FINANCING 
ON 12TH OCTOBER, 1983 AT NIOB, LAGOS. 

I. INTRODUCTORY REttARKS 

It gives •e great pleaaur• to be in your •idat on thia 

occaaion and 110re ao, to ahare vith you •Y thought• and experience• 

on thia important aubject. I viah to congratulate the organiser• 

of this Courae for thinking it fit to requeat the National Office 

of Industrial Property vhich ia an Agency of the federal "iniatry 

of Science and Technology to apeak to you on ita activitiea in this 

area vhich is of national concern tovarda the cvrrent technological 

race. There are aeveral reaaona for believing that the activitiea 

and experience of the National Off ice of Industrial Property might 

be of interest for you vho vill be reaponaible for preparation, 

evaluation and deaigning financial sch .. ea for industrial projects. 

The acquisition of foreign technology constitute• quite often an 

essential el .. ent of the induatrial project and, therefore, that 

aspect haa to be carefully taken into account in the proceaa of 

project preparation and evaluation. I have been told that you have 

learned during the courae baaic •ethoda used for evaluation of 

foreign technology acquiaition. Therefore, I a• freed fro• 

repeating or continuing claaaroom approach. I vould rGther ahare 

vith you the experience of the National Office of Induatrial Propert) 

in the application of th••• techniquea, in the proc••• of evaluation 

and regiatration of technology tranafer agre .. enta betveen Nigerian 

enterprise• and foreign partners. 
• •• /2 
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The National Office of Induatrial Property ia one_of the 

youngeat ogenciea in the Federal ad•iniatration. One of the essenti 

probl .. a vhich atill haa to be aolved ia the lack of avareness of 

the exi1tence of the Notional Office and ita activitiea among 

induatrial enterpri1e1, financial lnatltutiona and even atate 

ad•iniatrotion. I aincerely hope that thia •?portunity of meeting 

you repreaent i11portant banking and govern••nt lnatitutiona from 

various atatea vill help in cloaing thia lnfor11atlon gap. 

The preaentation vlll be divided in tvo parta. In the first 

pert I vould like to outline in the first inatance the legal and 

ina~itutional fra11ework for controlling technology tranafer in 

Nigeria. Next, I will preaent the acope and ••thods of evaluation 

of technology transfer agree•ents currently used in the National 

Office of Industrial Property. I ahall conclude by providing an 

outlook for the future expanaion of the activities of the National 

Of fie• and suggeating practical for•• of co-operation and exchange 

of infor•ation betveen various in1titution1 participating in the 

proceaa of preparation and evaluation of induatrial projecta with 

foreign technological inputa. 

In the aecond part ve ahall follow .. re prag•atic approach. 

I have oaked one of •y of ficera vho 11 directly involved in evalua-

ting technology agreement• - ttr. Abubakar to preaent a ca•• atudy 

ao that you 11ay ••• the practical application of the evaluation 

aethoda oto be outlined in the first part. 

... /3 
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II. LEGAL AND INSTITUTIONAL FRAMEWORK FOR CONTROLLING TECtfiOLOGY 
TRANSFER IN NIGERIA 

1. Rationale for govern•ent intervention in the area of 
technology transfer 

In viev of the fact that aome people conaider that contractual 

arrangements for the cc~uiaition of foreign technology should be left 

excluaiv•ly for the private contracting partiea, let me dwell a little 

more on the rationale for govern•ent intervention in thia area. Two 

main groupa of reaaona provide the rationale for Government interventi 

in the technology field. Firatly, given the fact that technology 

ia being 1old and purchaaed in very imperfect marketa, intervention 

ia juatified in order to minimiae the miaallocation of resources that 

resulta from monopoly pricing, and from diacriminatory and restrictive 

ou1inea1 practices. Secondly, aa a consequence of the imperfect 

appropriability which choracteriaea the knowledge creation process1 

there is a built-in tendency for the ayatem to allocate leaa than the 

optimal amount of reaourcea to the creation of nev technology. These 
• 

two reasons amongst others reflect a need for alternative ~aya of 

Government regulation deaigned to Lriny the economic 1y1tem somewhat 

cloaer to an opti11al poaition. 

With respect to •arket imperfectiona, research vork of recent 

years has shown that the liat of reatrictive buaineaa practice• ia· 

quite 1ub1tantial, ranging from diacriminatory royalty ratea to 

purcha1e tie-in clauaea dealing with capital equipment and raw materia 

and paaaing t~rough export reatriction1 and free grant-back of 

adaptive know-how to the original licensor. 

• •• /4 
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During the recent years, a nuaber of developing countries have sought 

to counteract some of those restrictive business practices, through 

the creation of Government agencies responsible for the examiniation 

and approval of technclogy contracts signed by private parties. Thar 

is no question that in an area so much affected by oligopolistic and 

monopolistic practices, a public screening mechanism of some sort 

would be useful in redressing the unequitable business practices. 

The solution that emerged in this country after several years of hard 

work and consultations with such vell meaning organizations as UNIDO, 

UNCTAD, the ECA, is the establishment of the National Of ficc of 

Industrial Propc:ty in 197~, to regulate the terms and conditions for 

acquiring foreign tech~ology. Similarly in many other developing 

countries, rogardlesa of whether special legislation regulating in-fl 1 

of technology has been introduced or not, national registries for 

regulation of transfer of technology have been created or going to be 

created. 

2. Legal framework and the functions of NOI~ 

Let me turn now to the experience of Nigeria with respect to the 

regulation of technology transfer. Aa I Mentioned already, the major 

breakthrough in that field took place in 1979, with the establishment 

of the National Office of Induatrial Property by Act No. 70 of 1979 

in the Federal Ministry of Industries as a mechanism to regulate 

technology transfer in NigeJia. With the creation of a Federal 

Ministry of Science and Technology in the post adminiatration, whose 

.functiona include the pro11otion and adminiatration of technology 

transfer programmes, 
••. /5 
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Mr • President tran1ferred the National Office in May, 1980 fro• 

the Federal Hini1try of Induatriea to the Nev "iniatry aa t~~ 

1uperviaing Hiniatry. The National Office of Induatrial Property 

ia one of the main in1trument1 to carry out the Nigerian Technologicc 

Policy; vhich in turn is a ba1ic expreasion of the overall develop~•r. 

policy of the Federal Government. Nigerian Technological Policy 

has several go~l• that are being considered vhen a tranafer of 

technology agreement i1 being analyaed. The principal goals of 

th••• technological policiea to be achieved are the folloving1-

(i) To encourage the flow of technology into the country 

in order to strengthen the industrial developmentJ 

(ii) To encourage domeatic enterpri••• to acquire foreign 

technologi•• that •ay be auitable to the indigenoua 

requirements In thia aenae, it ia conaidered particular!) 

important that the technology contributes to the creation 

of employment to fully uae Nigerian labour fe:~••I 

(iii) To aaaiat Nigerian enterpri1e1 in the aelection of 

foreign TechnologyJ 

(iv) To 1trengthen the negotiating capacity of Nigerian• 

10 that they may obtain the appropriate technology they 

need, at tha •eat term• and conditi~na, e1pecially 

concerning the price; 

(v) To achieve a •ore efficient proce11 for a rapid ab1urption 

and a11i•ilation of foreign technology by Nigerian 

technician11 

••• /6 
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(vi) To properly adapt foreign technolo2iea to the 

(vii) To gradually develop local technologiea; 

(viii) To encourage future exportation of the locally 

developed technologiea to other markets, especially 

thoae of the neighbouring countries. 

5. The National Office of Induatrial Property aa a regulatory body 

is ai•ed at auperviaing the aelection and acquisition of foreign 

technology, as well as the for•• in which the 'acquisition is 

materialized, vhile at the aa•e ti•• encouraging the most efficient 

uae of the technology ao obtained for the benefit of the national 

economy. Hore specifically, the function• of the Office include:-

(a) the encourag .. ent of a •ore efficient proceaa for 

the identification and aelection of foreing technology; 

(b) the developaent of the negotiating skill• of Nigerians 

vith a viev to enauring the acquirement of the beat 

contrGctual ter .. anti condition• by.Nigerian partner• 

entering into ••Y oontraeta or agre .. ent for the 

tranafer of foreign technology1 

(c) the provision of a .. re efficient proceaa for the 

adaptation of !•ported technology1 

(d) the regiatration of all exiating and new contract• 

or agreement• entered into for the tranafer of foreign 

technology to Nigerian partnera. 

•.• /7 
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III. SCOPE Ate> METHODS OF EVALUATION OF TECHNOLOGY TRANSFER 
AGREEMENTS USED IN THE NOIP 

1. Trp•• of asr••••nta being evaluated and regiatered by NOIP 

6. A transfer of technology contract is a legally binding instrument 

It contains the will of the parties thereof. It ia, properly speaking 

an agreement reached among tvo partiea1 the aupplier or tranaferor 

and the recipient or tranaferee. 

The contract may be •••n aa a legal document. But it ia also 

the vay in vhich a commercial transaction took place. The contract 

is a unity in itaelf. At firat the analyaia ahould try to claasify 

r~ the contract into one or aeveral categories eatabliahed in Section 4(d 

of the Act No. 70. Thea• categories ares 

l 
I 
I • 
I 
I 

{i) the uae of the trade-marks, 

(ii) the right to use patented invention•, 

(iii) the supply of technical expertise in the form of the 

preparation of plans, diagrams, operating •anuals or 

any other forms of technical asaistance of any description 

vhataoever, 

(iv) the supply of basic or detailed engineering, 

(v) the aupply of machinery and plant, and 

(vi) the provision of operating staff or aanagerial 

assistance ~nd the training of per•onnel. 

I This is a very important taak to be executed because the 

I contracts should be treated and analysed in a different manner 

I 
in accordance with its nature. 

••• /8 
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It happ•n• v•ry fr•quently that a single contract could cov•r 

l.v .••• - -- -~ &L ___ --~----'-- ---~!---~ J- ~--~::~A C--ra.&. typea 0 I llU::le \OQ ,.~U.I. .1.W• IUWll 1..1.\lllW.., .I.II .,, ... ~.I.VII '"Te 1 v• 

instance, a contract for the authorisation to use a trade-mark 

frequently involves alao the supply of technical know-how or technic 

aaaiatance. 

2. General criteria used for the evaluation of 
technology tranafer agreement 

In viev of the acarcity of time it vould be difficult for me 

to conduct detailed preaentatior. of the evaluation techniques opplie 

to each type of technology tranafer agreement. I vould rather attem 

,.. to outline generall rulea and procedure• used by the National Office 

and point out the moat important aapecta ~f the evaluation process. 

I 
I 

·­I 
I 
I 
I 
I 

The overall purpose of the evaluation once the contract has 

been classified ia to carry out a social coat benefit analysis to 

be able to get to the final conclusion about if the co111111ercial 

transaction involved in the agre .. ent do comply vith the goals of 

the Nigerian Technological Policy. 

To be able to realise the ao-called social coat benefit analysi! 

NOIP examines the agreement under three different points of views 

the legal, econo•ic and techniccl ~pproach. Each of these different 

analy1i1 ia being done ·by highly experienced and trained personnel 

and in a very careful manner. 

So•• of the criteria that •u•t be uaed to peroform the social 

coat benefit analyaia ares 

a) Type and nature of the technology to be tranaferr•d. 

Special reference haa to be •ade concerning.a 

••• /9 
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a) The royalty payment• {coat of the Technology)& 

b) The way in which the agree•ent conttibute1 to the improvemen 

of notional technological capabilities. 

c) The existing relationship among the partie1 

involved, i.e. a parent-subsidiary agreement. 

e) Tne other contributions or diaadvanta9e1 of the 

a~reement in the light of the national interest. 

3. Novelty and availability of technology in Nigeria 

According to the Section 6 {2) {a)1 

Director {of ~OIP) shall not register ~ any contract or agreements 

"where its purpos& is the transfer of technology 

freely available in Nigeria." 

This provi~ion means that the NOIP should not accept those 

agreements itt which the transferor ia trying to sell a technology 

that may be obtained without a payment, for in1tance, in a technical 

book, because it is a well-known process that ha1 been applied for 

many years. Thia section must be applied, and the contract rejected 

by NOIP whens 

i) The acepe of the agre•••nt is the exploitation of a 

patented invention but the patent haa alr3ady expired 

and then i1 no longer valid in Nigeria. 

Frequently, patent licence1 also cover know-how. In that case, 

the NOIP is expected to obtain from the parties an amend•ent of the 

agreement and a reduction of royalty payments to aupreaa the granting 

of the u1e of the null and void patent and outhori1• only the 1upply 

of the technical know-how. 
• •• /10 
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ii) lt referes to foreign technical know-how that a local 

rese~rd: institute or univer~i ty mQy provia• tQ the 

Nigerian enterprise at a lower coat or freely. 

iii) It involves technical knowledge that any Nigerian 

technician could provide. 

4. The price of technology 

~J-
Section £{2) (b) of the Derace No. 70 stipulates that 

Director shall not register the agreement: 

"~here the price or ~ther valuable consideration 

therefore is not commensurate with the technology 

ccquired or to be acquired.• 

Without any doubt this is the most important provision omon~ 

Section 6 and among the law itaelf. It calls for th• economic 

analysis of the royalty payments includeJin the agreement. 

The question of payments, involved in transfer of technology 

agreements depend .heavily on the technolo~y that is going to be 

supplied, the technical asaistance required to aupport the transfer-

re•'• octivitiea, or the degree of complexity of the patent, or the 

prestige of the trademark that are going to be u1•. 

Although there are not ~enoral rules concernlng the adequate 

level of payments but neverthlesa, there are some good rules to bo 

taken into account where a tranafer of technology agreement i1 going 

to be cnaliaed. 
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The rules are the follovinga-

i) It ia very important that the baa• and the for•ula.to 

calculate royalty payment• ia clearly apecified in the 

contract. The peraon that ia analyaing th• agreement 

usually d .. anda any aexplanation needed fro• the partiea 01 

to very clearly understand all the payment• involved in the 

agreement. Wide and open formulaf to calculate payments 

muat be rejected. 

ii) It is very imoortant that the contract clearly proviJes 

that Nigerian taxea due on royaltiea are the reaponaibility 

of the transferor. When the contract eatabliahea all tax•• 

to be paid by the transfer•• it ia being rejected. 

iii) Calculation ia being done by NOIP considering the total 

flov of payments involved in the contract, including 

a) 

b) 

c) 

d) 

thoae to cover technical aervicea or technical aaaiatance. 

To determine the total flov of pay•enta involved 

in a tranafer of technology agre .. ent, the following. 

aapecta are con1idered1 

The for• and ti•• in vhich the pay•enta are going 

to take place. 

Projected volume of aalea or production during the 

term of the contra~t; 

The duration of the agreement1 

The ottw apecific payments involved, for inatance, the 

ones related to the visit of technical peraonnel co•ing 

from the transferor'• plant1 ••• /12 



----

I 
( 

I 
I 
I 
I 

' 
• 

I 
f . 

I 
I 
I 
I 

' 

10. 

- 12 -

e) The date• when payment• ahould take place. 

Once NOIP haa the total flov of pay~ents already calculated, 

the firat atep of econo111ic evaluation has been completed. UOIP hes 

then the "coat• of the technology~ 

Nov NOIP carefully analiaes •the benefit" that the ~grcement 

1hall bring to the Nigerian enterprise (recipient party) and to 

the national economy. .... 
How to e1tabliah the contribution of a concrete technology 

as '1uch'? 
..... 

How t~ define the "real• price of the technology end 

it'• "aocial" value? 

To anawer thoae questions the following has to be donea 

i) To establiah tho "on-going" international price 

of that technology; 

ii) To eatobliah the price of aimilar technolo~ies 

acquired by Nigerian enterprises. 

iii) To take into ccn1ideration the rate of royalty 

payments in the ind~1trial aector concerned. 

iv) To eatobliah the impact of royalty payment• on the profits 

of the Nigerian enterpriae (recipient party). 

With all theae el•••nta put together, NOIP has a tentat~ve 

picture of the "value• of the technology in term• of •private 

economy• aa au~ • 

5. Social value of technology 

Concerning the •aocial• value of the technology, the following 

element• are taken into conaideration1-

••• /13 
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i) The i:nportance of the technolo~y agreement for the 

national econom1, considering specially the industrial 

sector involved. It is a rather different situation 

to tha production of "capital goods• than when it is going 

to be applied to manufactured "cosmetics•. A diff•~ent 

treatment ahould be given to thoae contracta. 

ii) If th~ products to ~e ~ode are "consumption• goods or 
. 

industrial imputs. 

A~ain it is i~portar.t to support the induatrialisotion 

;:>.:.·oc~:ss of ·~ha country and to iJive priority to traoae 

a~r~cment~ that contribute to o~tain that purpose. 

iii) If t~e ~roducti~n of goods locally will substitute 

i:-2ported items. 

iv) If tho product• to be Qade wit~ the technology involved 

ore goin~ to be OX?o:ted. 

v) If a new plant is going to be built up. 

vi) If now job1 ore going to be created. 

vii) If the product1 to be manufactured are going to enhance 

the living st~ndards of Nigerian ~eople. 

vtii) If th, establiahment of the ?lant is not going to pollute 

th~ otmoaphere or the weather. 

Lx) If tha new industrial activity ia not going to aubatitute 

H!gorian products alroady being manufactured and with 

~ood quality, because of it1 foreign origin, without 

any benefit for the country's national econo•y. 
• •• /1-4 
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The•• are ao•• of the questions th~t NOIP'a ataff ahould 

anaver vhen analyaing a technology transfer agreement. 

In order to determine if the payments involved are ~ppropriate, 

:a. l- --------··a.- ----.1-- a.L-- _., .a.L- ----- -• •---•-• --·.&. L---~!.&. .. • ......... eev& 7 •V •-.&llW ...... '1111 • .... e•UflW VI •V'-.&U.& 'WV•' L UWllW I.&. L 

analy111•, and to co11pare the •coata• (royalties to be paid, and other 

burdens) vith the •benefita• the agreement should bring to the 

country. Aa a 11atter of principle, NOIP ~iacouragea the whole 

concept of •iniau• royalty paymenta becauaw it involvea a burden on 

the developm~nt of th• contract and also providea to the liconsor 

vith a guarantee of th• rec~ipt of a fixed amount independently of 

hia engag .. ent in the aucceaaful development of the contract nnd of 

the performance of the technology transferred. Although the basis 

of the ca!culation of royaltiea are generally net sales, in some 

inatancea, NOIP haa changed net aalea in the contract into other basis 

de .. ed llOre adequate to reflect the interest of the licenaee and tho 

needa of the econo•y. Such baala include local value added, expor~ 
or profita. Such a flexible approach haa proved useful for a country 

in our atage of development. 

IV. ASSESSHENT OF THE RECENT EXPERIENCE ANO THE RESULTS OF NOIP 
INTERVENTION 

Although the National Office of Induatrial Property r•ached 

ita operational atage only tovarda the end of 1982 ao•• concrete 

reaul~• are already viaible. Since that time approximately, 250 

contr~cta have been evaluated. The concrete achievement• can be 

related in the firat inatance to the decreaaing of pay••nta for 

technology acquired by Nigerian enterpriaea. • •• /15 
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The intervention of NOIP contributed also to the ahortening of 

• I 
limits necessary for the proper aaaimilation of imported technology= 

I by the local partner. So•• other effects are difficult to meo~ure 

-I in financial terms but they are of ut•oat il'llJ)ortanc~ fo~ acnieving 

I 
full advantage• fro• technology transfer in the long r~n. These 

are related •ostly to the eli•ination of the various restrictive 

I cla·.1s1Ja found in technology agreements pt'esented for NOtP' s approval. 

I Most often theae are liaitations to exports, tie-in (louses and the 

failure to observe reciprocity in rights ond duties • ... 
"13. It has to be pointed out ln that resps~t +hat Nigeria~ companies 

I are often seeking HOIP'a guidance and assistance at the stage whan 

I 
the agreement with foreign partner ia bein9 negotiated. Thia ~roves 

to be most effective in view of the limited ne~otiating capabilities 

I of the Nigerian enterpreneura in the area of technology transfer. 

I 
1~. 

V. FUTURE DEVELOPHENTS 

It is gratifying to note that the objectivea which had been 

I aet by the Federal Governaent in introducing the mecauros to regulate 
,-

I the acquiaition of foreign technology have to a large degree been 

met in apite of the relatively ahort exiatence of the Offlco. In 

I the firat place, the eatabliah•ent of the ~ffice had made it possible 

I to know the na+ure of technology flov, the countries of origin and 

I 
the aectora for vhich the imported technology ia intended. Thia 

knowledge ha1 contributed 1ignificantly tovarda the identification of 

I priority aector1 and the adoption of measures to pro•ot• technology 

' 
innovation•. It i• to be ••nti~n•d too that the work of the Office 

in giving guidance in the wording of contracta/agree•ent1 haa been 

!~und ~fu!_ ~-!_~•t companies and orgoniz~~~...!!. aeen in the fact ·..f~ 
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:vbseq~ent C9~trocta rrora thuse orgar.iaation have been i11proving 

I in their form and tending to ensure a balance betve•n the righta 

I and obligations of the partners and greater clarity in their 

I 
definition. In vi•~ of the above the regulatory futt~tion of 

• NOIP should be further stren9thened. In the near future, however, 

I nev areaa of NOIP's activities will ;cin iQcortcncc. In the first 

I 
place close contacts with Nigerian enterp~iaes vhich ore planning 

or are already engaged ir. the negotiations of technology agreements 

I are being oa~abli~hed. In an effort to further improve the 

I~ 
negotiating capacities of ~igerion enterprises, the Office is 

currenily ~~~king on the suidelines to 9uide enterpreneura while 

IJ negotiating technology agreements with their foreign partners • 

. I Such guidelines vill also greatly enhance the quality of technology 

u 
agreements that are submitted to the Office for registration. furthe 

•activities in that field include apeciolised workahopa on negotictin 

I technology agreements at the enterprise level. NaIP else plans 

I to laneh regular publicotion for the Nigerian enterpriaea ai~•d at 

1t~enghtening their negotiating capabilities and ••r~ effective 

I utlliration of imported technology. 

I 15. The regiatration of technology agree•ent1 1hould be merely treated 

I 
aa th• be~inning of technoloQy transfer process. The most important 

stag• come& later vnen the foreign technolo~y ls being properly 

I assimilated by the Ni~erian Dartr.er. Therefore, NOIP will further 

I 
extend ita function& toward& continuous ~onltoring of the implemen-

tation of technology agreem4nts being registered. 

' 
• •• /17 
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16. In the recent period, 1ubatantial 

I 
I 
I 
I 

• 
I 
.I 
I 
I 
I 
f 17. 

I 
I 
I 
I 

technology transfer regulation vithin the framevork of Nigerian 

Science and Technology Policy. Since the 1ub1tantial 1hare of 

technology tran1fer agre .. enta involve• foreign equity participation 

there la a definite need for co-ordination of policie1 and the 

activitiea of relevant govern•ent agenciea in these •two inter-relat< 

areas. In the long run, technology acqoiaition should contribute 

to the expansion of •anufactured exports from Nigeria. At the moment 

the Nigerian enterprises buying foreign technology are almost 

entirely oriented tovards satisfying local demand. A definite step 

should be taken by the various government agencies and institutions 

in colloboration with NOIP in order to expand manufactured exports 

based on acquired technology. Thia in turn will lead to the 

improv .. ent of the balance of payments •rd: ts~ i• -"• i.ll'••••••••l 

ef 2'!s Lil•••• 1f ~ t 1ntit related to the transfer of technology 

prograane. 

VI. INTERNATIONAL CO-OPERATION 

Hy presentation would not be co•plete without outlining the role 

of international co-operation Gt10ng developing countries and the 

assistance provided by the United Nations Induatrial Development 

Organixation (UNIDO) for the eatabliahment of the National Of fic• 

of Induatrial Property. In thia connection, I vish to mention that 

UNIDO ha• provided i .. ense a11iatance toward• the eatabliahment and 

effective functioning of the Office. 
• •• /18 
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This year alone, UNIDO has provided-five foreign expert• fro• 
I 
I similar of rlcea in other developing countriea to aaaiat in the 

I training of the newly recruited staff. It may be mentioned here 

that even at this moment, one of the UNIDO experts ~from Poland 

I is with us. The Office has found the contribution• of the•• experts 

I extremely useful. The regulatory function• of the National Office 

I 
I 
I:. 

I 
I 
I 
1· 

I 
I 
I 
I 

' 

of Industrial Property are being aubatantially enhanced through 

training programmes, publications on licensing mottera, and acceaa 

to external aource of information liko UNIDO Technological Informatior 

Exchange System (TIES) and bi-lateral co-operation achemea vith 

similar Offices in other countries. 

VII. CONCLUDING .REMARKS 

18. I would like to conclude my presentation by offering specific 

su~~estiona for poasi~le co-operation between the National Office 
• 

of Industrial Property and institution• you represent. Since we 

are going to be involved in the evaluation of industrial project 

although looking on different aides there is a room for exchange 

of eKperience and results of analyse• conducted. I would therefore, 

suggeat that while evaluating induatrial project• involving 

acquisition of foreign technology, you ahall make an enquiry whether 

relevant agree~•nt haa been already regiatered or aubmitted for 

registration to the NOIP. 

may prove useful for the 

we ahall make neceasary 

In auch caaea the re1ult1 of our analysis 

evaluation of the entire project. In turn~ 

arrangement• for usinf;,ur purpoaea the .,.. 
result• of evaluation conducted by your institutions. The co-operatic 

and excahange of experience aaay have more , Jeneral oharacter and 

e11compaas methodology and techniques applieJ for evaluation. • •• /19 
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In that respect, I would like to emphasize that you are always 

welcomed in the National Off ice of Induatrial Property. 



J 

I 
I 
I 
I 
I 
I 
I 
l 

l 

I 
I 
I 
I 
I 
I 
I 
I 
1 

ANNEX 3: Guest lecture: 

Case Study of Evaluation and Registration of 

·rechnology Transfer Agreements 
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AGREEMENTS 

(Prepared by the National Office 
of Industrial Property) 
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":'~:~:::<~ !~tL ASSI S'I'AIU~~-: /,l~i:El~i-.::.t:·: - ~~-·~-·ui..:r~:r: ~:/-!-!::~:~ 
Il1'fiJ'<f1t.'rICNAL L!f.:ITED Af!b i!f;;sA co:rn!o:TAL 
tn:!Tt.D tc:-11 OF u .Y.. t.Nb HANSA {N!r.L\IA) lTn 

Han5a International' Limited i~ a United r:ingdo!a bused 

f;.u1l•er rroducls and plastics Kanuf~tC tur ing Compw;.y. IIa:1sa 

Continental is its wholly-o't.ned sutsidic.iry also L~sed in 

U.i:. It ~a~ in it:.; po.ssession some of Ifansa Int.:?rnutionnl 's 

know-bow in the rnanu facture of pl as lies <.tr1'i rubber prc·.!uc t~ . 

The tv:o constitute the lie ens or under tLc nuove ci(.Teem~n t. 

Fa.nsJ (Hit.;:eria) Limi tee is a private joint-venture 

enterprise incorporated in Nigtria with 51~ Foreitn ~apit31 

and 49>~ Loc~l Capital. l!cinsa (Nigeria) Limited entered int•J 

separ~ te aGreement, with both lions a I11tt:rnationL:.l Liu.i ted ~cd 

!:ar.5Li C0ntinerite:l Limited under which both st.all .suu ly it ..,, it~ 

:-,11 infori:.ation processes and inver.tions to(,etl1t-r wi tl1 the S<:l· 

rights to manufacture and deal in vorious ruliber product; &r·' 

plastic!>. Hansa International on i t.s own ar.d tt1rot:bh it:; 

Fubs idiary (Ilansa Continental), following the date of the 

ar,re~Ii:C::nt crc.nt to Hansa (Nigeria) Limitr:!d i·ei.::istcrec!. user 

ri.:...,bt.s ir! respect of Tro.de ?-~arks and Rei.:,istt!red De::,ioir:. Tl!t:· 

trian[,le l>elo'-"' dqJi.~ts the know-ho"' supi.;ly i.iattt>rn:_;. 

Con ti t"it·r. tnl Hans a In tc·rr1~ ti or. ;-i 1 

parent company 
(HC) (HI) 

of Hansa nal. 

I 
U· K t} I fJ #? 

-~~ /~' tJ\' 
~\ I;; {h' 
~0. I :j ... ' (J ..... 

.1--t ( ) 
y~\ !/i . ,, 

I l' \',..-
1.~, f../ 

<c'' 
~ 

(JIN) li<,r.. a (Iii._,. ) Ltd 

NtG·ER1A ~ 1 ;'. E.f1U1 ly - :r:-1n~: ;, Tri t.~::·-

n <:1 l 1 <m n 1 , 

1,9;£ I.r,r.; 1 C'>rd t :11 
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.. 1:c ... ·t:mt:11t bet.wel?n Han~;a Inlern.:. tiun;.il arid lLmsa 

• 

Cor1ti11•·rital U. I\. 

Thi:! ui~reement b~tween Hansa (IU~~rla) L1rni ted and Hansa 

.:ootin._·ntal draws e(!11a] fees to that between the forml!r and 

iL~n.s<:.i Internation:il. 

In cor1~ideration of the licensed know-how information and 

11ti1er grante Hansa (Uigeria) Limited is obliged to 111ake the 

following payments:-

(i) 45,·, royalty on P.B.T 

(ii ) 27, on net turn over for use of Industrial Propi:rty iUe;h t:.;. 

(1li) 4:,0 buyinr; co1:.ruission on f.o.b. invoice price on raw 

ma.te r12 ls. 

(iv) ~;ettle all forms of insurance, freight and registration 

char~es incured in the process of implementing the ar;re•:111r::1 

: :nder the second agreement, with Hansa Continental, Ham;a 

(:~i;;eria) Limited i~; also obliged to mul<e exactly tilt: san.e 

From the attached fees ca.pitalization sheet, thi: two sets 

of payments contitute 8% each of licensor's profit. And since 

lJoth sets of payments are made against the same financial f lgure 

of the licensee, the aggregate payment becomes 16%. Given the 

licensee's discounted profit figure M13,666,070 the licensors 

share of it is N2,186,912. On its raw material import avar~ge 

c i 1:ure of w10,ooo,ooo, 47' buying commission due to the 1 ic1~nsor 

<.u1.~;ti lutl::' W400,000. By the time other ctnrgt's on in:;ur;1Bce, 

/r··i 1r,ht, n~p: i str:iti vn fees, and training of 1 ts p~rsornwl cll't! 

1, 1h·r1 ir1 to con~ideration, the total co1nmitrnent r.innurjlly at the 

in .t ir.!•'t• of the licensor would amount to W4,CJOO,OOO. 
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The two :.1.::,rt.;c....ut-nts .provide t!1CJ.t all p<.i.~'ffi•:'nts due to Ihn!><1 

Internr~tional Limited shall be frPe of "Withholding Clurr;r·:..> 11 

"taxes" and "·l~·i11ctions wli3.tsoevc:r 11
• This is L~cause ILtn~a 

TnternJ.tion:.il shall pay same in U.K. How1.:v~r if it, is r~· ~e!;s :1· 

to do so ti::e aereement obliged Hansa (lligeria) Lirni tt!(i t. . .~ttl. 

such payments on its own • 

The first ac,reement entered Ly H.:rnsa (Nigeria) Li mi b~J 

'1nd. Hansa Intern::i.tional of U.K. was twenty two years ago, for 

two er~ual terms of ten years each. The present one is the tli i 1·, 

Lluri ne these periods. from Hansa (Nigeria Lir.1i ted Is I'f:Cor~h, 

the n:-ttional content (Value Added) of its products grf>w by :::. .• 

Its row material import figure grew by 300;~, while its .:•xrort 

f i,sure re111ains at zero. 

As provided for in the two agreements, the governi~e ldw 

of tLe 3greements shall be the law of England. Despute sli:.111 

dccorriinr,ly be settled in U.K. in accordance with the 

;:irbi trt1 l.ion law c.f England. 

The agreements made no provision for the follnwiric cl<1u~;.~:;: 

(i) Clause warranting the licensed in.formation proces::;es. 

(11) a training programme clause geared towards tht'? developm••nl 

of the skills of Nigerja. 

(iii) a researcr. and development programme geared towar,fa the 

dPvelopment of local row materi~ls. 

'/. , 1 :-:r:Oi·:i·i>:iJ! i,\TTON~; IW tlOTP 

::t.i1 1ul<JtE.-d above and the non-incl11.sion of srJrLP v1.l;1l one~1, \l•)uld 
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··:.:ilibr~ of staff, and duratio~1 of the such tr<iinir<:>. 

Lia-: t r1 rc!:H.>c.1rch and development clause geared to1.1r:;nL 
~ . 
l- l 1 t.: 

L:V•·lop1.1t-r1t of 1oceil raw ;ne:terLi.ls be incl11<Jed i ntr. t ~ ,. 

-'; r•T1i1t:nt i11 view uf the fact tk:.!t sub~t':li:ti::il 1- •J t ,,( 

.• t .. L ;naterL:ils woul<i Le product-'.d loc;Jlly. 

(d) tt •.• t i. clau::.e e;r;=inting royalty free iniprcve111t~nt:...; to th1:: 

licer.si.;t: he incorporated with +he agreement i ri Vit!W ot' 

ttie changing nature of technology. 

The J•cu·ties to the agreements have acct:-.pted this u11d U,e 

.. u,,.,. U1rt-e rec.:>mmendat1ons at..ove. 

(.~) ti1(· ofCici:: further rPcommendt~d th:.:t the two 01!'.1'et·111t .. nt~; t.E: 

J>l" iduc; t::; .. 111<.l plastics rel.ipt.:cti V•'l y. 

I.I. d, both 1·roce:->:;es i11vJlv1.: tl.(· idt·r,ticul t t-·1~;.r1(d<11'.'/ 

l 
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(f) 

(g) 

5 

single set o! 

interveusion of the Office, half of the nearly M4 million 
• 

remitted has been saved. 

that all fees earned in Nigeria should be taxed according to 

the Nigerian tax Jaw. In the opinion of this Office Nigeria 

equally needs Foreign exchange through taxation just like U.K, 

The parties to the agreement had accepted this recom1;1end3tion 

that the duration or the agreement be reduced from 10 to 

2i years, since from records available, the durations 
l 

(1962-83) played little role in getting the technol.ogy aJapte' 

in Nigeria. The parties to the agreement liad acre~d to the 

reduction of the term of the agreement but not to 2~ ye<:Jr;; in 

view of recommendations under a, b, c and d above. According 

to them, a period of five years is needer1. A t~rm of 5 yea r!3 

therefore was approved for the agreement. 

(h) that the law governing the agreement as well as despute 

arising thereof shall be the Nigeria law. Tl1is recor.1i•1endatlo1 

was accepted and effected accordingly • 

CONCUJ:J IONS 

From the foregoing it is evident ti.at forelgn Comp.:rnie~ 

typical of the ones under __ study, by down-playing the . . . 

relationships of parties to technology agreements and makine 

ambiguous provisions arc able to niaxtnifze.their remuneration 

to the detriment ot the local venture partners and the natiomi 

economy. For instance, the know-how to be supplied by the 

two licensors in question are vaguely stated as 11all 

information process and inventions together with the sole 

rieht to 111anufeicture and deal in v.:irious rubber produc.:ts" 

and "plas+:icz "·The &ubsidiary Company and the par~nt f irrn 

under this ar·nrneeruent also assumed distinct idtrntities 

tberety justifying the remuneration attacht<d t<> tlie two 

agret~ments. 
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...:as ablt?: to detcrmiue 

tLe Cl•ntr,_idiction and ambiguities in the said agret:uumts and 

c.tcconl ingly called for tlieir merger and ammendment. After a 

series of consultation with the representatives of the Companies 

concerned, the agre~rnents were merged and amend. l and approved 
some foreign exchange 

• thereliy saving Lin the tune of 112 ·million, in addition to the 

adec~~te protection made for the licensee · 

Bedrine; in mind that from a single agreernent this Off ice 
country 

could save N2 million, theL3ught to have lost millions of naira 

in for•Jign exchange to foreign Comr;anies before it was recently 
the 

estsbli~hed. FurthermoreLOffice was able to get stringent 

x~rovi='>ions such as those reLarding ~mpply of raw materials, 

coverr1ir1g laws and durution of the agreement relc. x.~d, This, with 

the incorporation of research and development, and training 

r·rogr.::wunes geard towards the development of local raw mater i:1 l ~ 

.:ind tLt:' entt"rprise's personn«!l would enhence the adaptability 

and profitability of the venture for the larger benefit of tl1e 

t:conomy. 

At this juncture it is safe to say that, while technology 

transfer Agreements can be a vehicle through which a country 

could baw~ immediate access to advance means of production anu 

cor.tcol over ::.uch m~ans, it requires a regulatory role such as th1.1 

-
play~d by NOIP to make the achievement of this noble goal a 

reality. The establishment ot NOIP is thus an important step 
the 

inlquest for technological and industrial take-o!f by the country. 
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r?;'.:.) C..\FI1'ALI.-::..Trc:; :3HEET 

1979 I 1980 - T-~--1 ?S-1 

Discount Factor 1.46 I 1.33 I 1.21 

-

I :let Prof1 t 2.051.000 I 1,817.000 3.700.000 
Net Sales 5.013.000 9.212.000 10.aoo.000 

I :::wv Sales 713181980,000 12.251.960 

I 
1310681000 

Y.?V Profit 2,994,460,000 I 2,416,610 4,477,000 

ENPV Sales 
63,718,940 
ENPV Sales 
ENPV Profit 
13,668,070 

PBT ~ ~'PV Profit 
4% royalty 55 

• - 24,851,036.36 
24,851,036 x 4 • 994,041.45 • R1 

1~ 

- - -
1982 

1.1 

1.aoo.000 
14,800,000 
16.280.000 
1,980,000 

2% on net tum-over • ENPV Sales x 2 • 63,718,940 x 2 • 
ml! 1m 1,274,378.80 • R2 

-· 
TTF ,. PBT = PBT 
~ ffi'R2 

24,8~,036.36 s 10.96 
2,2 ,420.25 

= 

LSEP = 1 = 1 
T+!TF •1-1 .-9-6 

,. 0.08 

) • 2_q? = 1 - LSEP • 1 - 0.08 = ,;2 

-· - (·-~-·· .... -, -. : r-­
. .. I 

- . r ...... . ··- r __ ..... --··1 r·· --·-

- - - - -i4 

I 1983 

I 1.0 

1.aoo.000 
14.800.000 
14.800.000 
1,aoo,000 

-·--- r .... .... r .. 
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ANNEX 4: Guest lecture: 
"Sources and Qual 1 ty of Data for Demand 

Forecasting in Nigeri~' 

given by guest lecturer: 
Mr. G. K. AJAYI, Chief Economist, Nigerian 

Industrial Development Bank Limited (NIDB) 
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SOURCES AND QUALITY OF DATA Fat DEMAND 
FORECASTING IN NIGERIA 

I - IlJTRODUCTION 

The evaluation of an industrial project consists of 

three broad aspects - technical, financial and economic. 

While these three areas do not fully exhaust all the issues 

involved in project analysis, they are the major ones in which 

the others are usually subsumed. 

Technical appraisal considers the technical and 

engineering feasibility and soundness of the project 

concerning itself only with the availability, and supply at 

competitive prices, of all the physical facilities needed to 

make the project a reality. Such facilities include land, 

basic infrastructure, raw materials, machinery and equipment 

and technical skill. The primary focus of financial appraisal 

is on the financial viability of the project. It assesses 

the amount and sources of funds required to establish the 

project (balance sheet), relates costs to expected sales 

revenue to forecast profitability (profit and loss projections) 

and also examines the liquidity prospects of the project 

(cash flow analysis). As part of the financial appraisal 

exercise, market investigations have to be conducted to 

I determine the marketing prospects of the project. Economic 

analysis evaluates the worthwhileness of the project from 

I 

I 

' 

the viewpoint of the national economy particularly in relation 

to the basic er.onomic and social objectives of the country 

as a whole. 

My brief - highlighting the sources and quality of data 

for market evaluation - relate~ to a significant aspect of 

fi~ancial appraisal. As a matter of fact, demand forecasting 

represents the first step in the order of c~aluation of any 

project. Before putting much effort into the zppraisal of 

any project, an attempt must fir~;t he made to find out 
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whether its output can be sold. Much valuable time and effort 

must have been \\asted if after completing all the other d~tails 

of the appraisal, it is sadly discovered that the required 

market is either not there or is inadequate to accommodate 

even the minimur.i technical and economic scale of operatio::i. 

Issues of marketability of product and ,utput must, therefore, 

be resolved before embarking upon a cor.iprehe-nsive appraisal. 

II - STATISTICAL RF'.lUIREf.~ENTS FOR 
DE!,iAFD FOEF.-CASTINC}°Il! NIGE!UA 

In an economy like Nigeria with a rather unstable 

investment climate, demand analysis can be very arduou3 and 

cumbersome. This is be.:::211~e for ar,y such analysis to be 

meaningful r::nd rclio.Llc, it r..~st er.:brnce a ...:ide variety of 

quantitative data as well as a host of qualitative information. 

However, the first nut to crack is a proper identification 

of the product of the projc~c as this will guide the analyst 

immensely in his quest for information. Dem~nd patterns often 

vary with the n~turc of products. 

Factors inf luencin3 the demand for consumer goods vary 

from those of interrr,ediate and capital goods. Even within 

each group, th<::'.re may be differences which are basic to 

demand projection. For example, consumer durables ar~1 non-

durables have factors that are common as well as others that 

are peculiar to each Grou~. A product that is light in 

relation to its value rray enjoy a national market owing to 

its relatively low trcin.~:>ortation cost whereas the one that 

is bulky in relatio~ to its value or fragile may have a 

more limited, locnl, Mnrket because cf hi~h transportation 

costE. It is al~o n0co~~ury to know for which income group 

the product is· r~ im~:r j ly menn t - low 1ncC"Jme, middle income 

or uppE:r income; ·.rural or urL·:in popul~.ttion; public or private 

sector. Th~ nn ture i:-i f t~:r~ prorl 1..1c:t wi 11 de tern.in(-' t,he 
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i. Quantitative data 

The most direct st:atistics fur" demand for2casting are 

the time series of physical quantities of local output and 

ii::ports of the product. Exports would have featured but for 

the fact that Nigeria scarcely exports any manufacturing 

product. Similarly variations in the stock of the product 

are relevant but could not be included for lack of information. 

Consumption (C) which is a proxy for actual or effective 

demand can be equated thus 

C = local output + imports - exports - stock increases 

bearing in mind that in the Nigerian context, 

only the first two may be necessary or 

available to work with. 

In the case of Nigeria with a local entrepreneurship 

characterised by high risk aversion and a high propensity 

to rush into areas where others have gone and succeeded, 

local production statistics must not be limited to only 

the past and preser.t but also include potential production. 

For exampl0, any deman~ forecasting in Nigeria for beer or 

soft drinks (where the number of projects undergoing implement a-

ti on and at the active planning stage are as large as, if 

not larger than, the number of existing ones) which is at 

the moment based on historical and present output would 

result in a grossly misleading supply gap. Any investment 

decision based on such analysis may end up in disaster. 

Another very es3ential numerical information is the 

one on the trend of prices for the product. Time series of 

prices for the product (for the period corresponding with 

that of physical production) are required. They should 

include ex-factory prices, whol~s8le prices, retail prices 

anrl (in the case of internationally traded products) free-on­

t,oard ( f0t,) pr i1;es (for produc.. ts mennt fer r:xport) and 

crist - insurar1C8 - and - Jre il'h t ( r:i f) pr ir:r·s (for import-
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~ubstituting products). It should be nrted that price 

statistics are much more difficult to cttain than production 

and import statistics. 

Apart from production, import and price data, there may 

be need (depending un the nature of the product) to consider 

macro-economic data which also influence demand. These 

include national income, customs tariffs, excise duties, 

household budgets (rural or urban). Availability of su~h 

macro-economic data permits the use cf orre elaborate 

techr.iques of demand forecasting. 

ii. Non-Quanti ta-Give Data 

In a country like Nigeria with a rather unstable 

investment climate, demand estimation must go b0yond the 

analysis of numerical data to include all the qualitative 

factors prevailing in the environoent of the project. 

Depending on the direction of the swing of the ndtional 

economir, pendulum, the Government may prohibit or liberalise 

the importation of the product. Many projects were set up 

to produce building materials including cerarni.: sanitary 

wares in the country in response to large-sc3le import 

restrictions only to find the door widely opened to importation 

of building materials shortly after they began commerci~l 

operation. The reason for the import liberalisation was the 

need to facilitate the execution of the housin~ programme 

by the Civilian Admini~tration. Many such projects were 

hard hit until the oil glut nnd the re::sul tant .::i.usteri ty 

provided some relief. Demand analysis shoul1, therefore, 

examine the legislative an1 administr3tjve environment of 

the project nnct attempt to project likely trends in thRt 

rr:spc:ct. 

Similarly, any physical or political barriers to the 
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product t·J enjoy a m.-:i_rket r:1uc•: ·.-:iG.er than its locality even y 

such as crushed stonE s a:1d sandcrete slabs and rings for 

road construction, the political leaning cf the project 

owner in relation to the political party in power in the 

State or area must be considered. The line between politics 

and economics in Nigeria is often blurred. Despite a 

pressing economic need, a State Government may refuse to 

buy the products of a political opponent. 

The distribution and marketing strategy of the project 

concerned must also be examined. For example, even during 

the days of a serious beer shortage in the country, there 

was an NIDB-assisted brewery which found it difficult to 

sell all its output on account of its distribution strategy. 

While the o~her breweries would deliver to their dealers 

and also r::o]l.Pct empty bottles hack, that brewery insisted 

on its rlC'ilers taking delivery at the factory and returning 

L'rnpty Lio Lil(~~; on their own which most of i t5 dealers found 

very inconvenient. 

Qualitative information is vital to demand forecasting 

and should never be ignored. Despite the problem of 

quantification, it can be used to modify the quantitative 

results obtdined from numerical forecasting. Just as at 

the present in Nigeria, demand forecasting in certain 

industrial subsectors (like textiles, shoes and electronics) 

which ignore the effect of smuggling would lead to a wrong 

investment decision. 

III - SOURCES AND 'JUALITY OF' MARKET 
DATA TN NIGER TA 

Like some other devclopin~ 0conomies, Nigeria has a 

very w~a~ st~tlutical base. Almost all research activities 

are plag•1eri by the limi tcd qurrnt i ty ancl q1m li ty of available 

stati~ti~~. It is virtually im~ns~ihle for the market 

l 
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in t'Jr'1. 

7he studv of exist ins- in t'orr::aticn er rl<:<:k researci1, 

tap data from a wide vsriety of sources ~s fcll0~s: 

a. Official sources: Dat3 en !T:Jcr0-econc:,,ic irJ~rr..?..ti0~: 

such as national income, imports, ccnsu~er price indices 

a~d industrial P~cducticn by sub-sectors can be cbt3ined 

frcm the foll~wing offlci~l public~ticr.~: 

2. hnnual Ab~tr3~t cf StHti~tics (FCS). 

3. Di~est of St8tistics (FO~). 

4. Economic Indicators (ros). 

6. Economic and ~t~tistic2l Review (rosi. 

7. !ii;•cria' 3 Frincip;:il Ec0nNnic :rnd Fir.~nci:-,1 

IncHcators (C:entr::il hrnk cf iH:'.t:·ria, 

Research Dep3rtmcnt). 

8. qevicw of External Trade (FOS). 

g. Cnmposite Price Indices (FOS) • 

Official inforrr;~:ti nn on price3 arc l ':Ckin:"'. but clsta 

of Customs and ~xcise. 

Hl"JWE:Ver, u-,f~ use of cht8 frnr;i uff'icL1l ::;01ircr.?~ riu:i':nd~ 

cautiN1, Thf::' rJi: 0 .rct:: r:if r-r:·li;ibi1ity i~ u::u'1lly lrw. Freriuc11t 
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E 
r:io:r:ri'i'..:-: First [Jation-.d Developr1ent Flan, Stapler, wrote a 

boo~ on his experience of st2tistical handic3ps entitlerl 

E 
F lannin;.: ',· 1i thout Facts. The main problem is that the Fe•1er~ 1 --------------- -~-· .. 

ll cn.ilectirm such that w 1 other ~ody can venture into its areoi 

1 
of ~ur isdiction. For exar1ple, the Research Department of t~:e 

Cer.tral !i~~1i< Of r'igeri;: lJSCri t0 rrovicte v0ry USPful inform.:t ion 

I 
ct• ccn:;1n1E.T prices l.J!:t i l it wG.s forced tc stop by the ";overnrner.t. 

t. t-;c;,vcrr.ment i,P:f:r:~ie::;: !Jse_!'•..;l m"lrh--.:t 'lata can ::llso b.::i . ··----·--·--· -----·___.;....,,t_--·-

I 
d' ·1elor:!'!'1C:'.'1t fin:::ince instit1Jtiori:c:;. The Nip;erian Institute 

I -
I US€·f~Jl st11riies. The rEdoral Ir:stit:ite rf Inrlustrial Rc·se:ffr:h 

I 
!":'la.jor ri0vP.10pmer.t finow:• instituticns (DFis). The recc,r\~:.; 

'I 0f DFis are ind i sp1_msahl1! whr:n it cnrne::; tv 3s::;e.ssin@: potr:r.ti:::1 l 

I 
pr ·r1 11ctirm thrC'uv,h the pr0jects in their p ipi::,line. Thr> 

Industri~ 1 Di vision nf tl~e C:entr~! l r~ank !i.r:·se=lrch DepartN-:n t 

I 
~ 

;:i lso unrlf-:-rtnker; relevant sturl ies '11hi_ch the rlemand anal •.r;j t: 

'.vC 1Jld finrl useful. 
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wit~i ·:11 t.hr· lirnit;itir,r::; CJf rJfl'jr; i iJ :-.,t,11 i .t i1.;;, 
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()) ['riv~te Re~e::r ~~1 Crtr2r:i.s3.~t~r1~ ~:~··_: '.:c!1:-:·.1:~~0~1t:.J: 
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v:::nt rlccur.ents in this ::re3 incll;n':? rec:: ~--erc:lE::,t n3d:·::T::O I 

enterprises and. the InrJustri<J.l Frofile of :!L:cri::i rrep"1rc'd 

bv Skcup (Consultants) for the Federal ~inistry rf Industrit:3. 

t0 obtain bf'th quantiV!tivc arl'.! riua1itati'10 dc:t::. H·:: :-:·!v 

neerl to survey cxistJn1'. entcrpri :se~ producir::" the p!'C'· l· 1ct 

to obt<.:1in dc;ta on ccpacity, output, ::;alu.o a'.·::l nr.Lc::>s ar.d r:r'r.-

qu.am:i tc.itive inforr:,01tion en c.onsur~.er feE:linr,:, r::::r':r::tirn" 

s tra t q:y :_:inrl f!f f ect 

cn«.ri ron:~.cn t. 1;/herE! 

of the 10~islative and economic 
producer~ is tr:/"'\ large fer ccrr.71 lc:tf· 

t.he rop11J<ltiori of cxi::tinr:_Lcc,rerar;c,· 

. . t . 
J.'.SSOC1.:~ , lr'ln of !'.Lq·ri-1 1

:; '·:h':l i'·J-:P-;-, ·.:r-;c1t in t'.ic•eric!, ICCJfl'~·~ ------- ··-· .. ,,,.. --··,-------....... --- __ .. _ 

::-.ol0cti0n. 
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