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Semubn

1. OFFICIAL ARRANGEMENTS AND CONTRIBUTIONS

The SEMINAR ON INDUSTRIAL PRCJECT PREPARATION, EVALUATION,
FINANCING & CONTRACTING was sponsored and organized under the

joint auspices of the:

- United Nations Industrial Development Organization
(UNIDO)

- Federal Ministry of Industry (FMI), and

-~ Nigerian Industrial Development Bank (NIDB).

The UNIDO experts on mission to Nigeria appointed as seminar
lecturers were: J. Glockl (Austria), J. Kopytowski {(Poland),
and M. Weber (United States).

The Government of the Federal Republic of Nigeria nominated
2% to 30 participants to the seminar. O0f this group, 22
participated in the seminar. The participants represented
personnel engaged in both Federal and State administrative
pests in Nigeria, including the directors, advisors, and

evaluators of industrial investment projects.

I addition, the WIDB sent 2 of their staff to this seminar.
The cross-section of participants as concerned their educa-
tion ar.d professional specification is indicated in the fol-

lowing table:

Numoner of Studentis:

By Education: By Prcfession:
Iniversity: 13 Fconomist: 1
Tecnnical Schooling: 2 Banking: 3
(Chem, Enginecers) Administration: 7
Master's: 6 Finance: 1
Lhoctorate: 1 Industr, Promotion: 10




Before the course commenced, the instructors held coordina-

tion mzetings 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 - O. Famuyiwa.

The meetings discussed the timing, methodology and require-
ments of the co-sponsers of the Course. The faciiities at the
NIDB were explained, and Messrs: Wale Johnson for the FMI,
and 0. Famuyiwa for the NIDB were appointed ‘course monitors
and coordinators' respectively, reporting to their sponsoring

institutions.

2. OBJECTIVES OF THE MISSION

The objective of this mission was to contribute to the first
UNIDO/FEDERAL REPUBLIC CF NIGERIA national Training Course in
Industrial Project Preparation, Evaluation and Financing as
lecturers, discussion monitors, and test administors. The

Basic Aims of the course were to:

- teach the proven methodology developed in the UNIDOD
MANUAL FOR THE PREPARATICN OF INDUSTRIAL FEASIBILITY
STUDIES to the participants;

- teach the UNIDO/IDCAS methodology for Project Evalua-

tion as expourded in the MANUAL FOR EVALUATION OF
INDUSTRIAL PROJECTS;

- teach the methcdolngy for Social Cost Benefit /ialy-
sis as exposed in the UNIDO GUIDELINES FOR PROJECT

EVALUATION and the PRACTICAL APPRAISAL OF INDUSTHIAL
PROJECTS ; !
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- teach the concepts on contrac: administration expos-
tulated in the UNIDO GUIGELINES FOR CONTRACTING FOR
INDUSTRIAL PROJECTS IN DEVELCFING COUNTRIES;

- train in the practical application of these methcdo-
logies and the use of ihe appropriate tables and
schedules in %fhe Manuals through a Nigerian Case
Study.

The task of the workshop was to cover the following main

subjects:

- market analysis and forecastirp techniques

- investment cost, productiorn cost, finarcing plan,
basic accounting concepts, =nd the preparation of

financial statements

- investment profitability analy=is and financial pro-

ject appraisal

- evaluation methcds such as uncertainty, sensitivity

and risk analysis for ranking industrial project

choices

- presentation of the basic principles of cost-benefit-
analysis on the macro-economic level based on UNIDO's
methods and incorporating Nigeria's national objec-

tives,

The goal of the mission was to train a corps of officials
from the Federal Ministry of Industry and the Nigerian
Development Bank in the techniques of project preparation,
evaluation and financing to achieve seif-sufficiency to
adequatly prepare and assess the feasibility of proposed

industrial development projects.




This goal is part of the gereral grals and objec*ives of the
UNDP SECOND COUNTRY PROGRAMME FCK LIGERIA for the period
1983-1986 (UNDP - DC/CP/NIE/2 and NCTh:2 - November 1982).

This seminar is expected to strengthen the Nigerian govern-
ment's national planning machinery, mainly at the state (and
Ministry) levels, including economic rlanning towards diver-
sification of the national economy and balanced development
of all the sectors and gecgraphical areas of tne country. The
ultimate objective is to emphasize annual plan preparation

and implementation for national and state governments.

3. ORGANIZATION OF THE COURSE

The course was organized along the lires ot the UNIDO Feasi-
pility Studies Section's Seminar Modules cn Project Develop-
ment. The ‘'core' modules of the course and the relative time

in terms of percentage allocated to each were:

Module 1. Outline of the Project Levelopment Cycle 10 %
2. Market Analysis 15 %
3. Plant Capacity and Technical Analysis 25 %
4, Financial Analysis 2% %
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
two morning sessicns, and 1 i/? heur lunch break before the
afternoon session. Time at the conclusion of each session, up
to 1/2 hour, was allocated by the instructors to answering
individual questions, not appropriate to the consideration of
the entire class group.
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The course was held in the Confererice Room cf the Nigerian
Industrial Development Bank, 63/71 Broad Street, Lagos, First
Floor. The course was inaugurated on Mcnday the 5th of Cep-
tember and continued through Friday, the 14th of Cctober.
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 Minister of Industries gave the
opening lecture, In this exposé, he outlined the government
policies and strategies cof develcpment for Nigeria. He also
outlined the general results he expected from the seminar. At
the response, given by one of the UNIIO lecturers, M. Weber,
this speech was proclaimed the first lecture, and officially

attached to the course teaching material.

At the opening ceremony, numerous other high officials of the
Federal Nigerian Government were in attendance. The UNDP was
represented by Mr. A. R. Roejkjaer, the Resident Repre-
sentative in Nigeria. Mr. Ove 3jerregaard, JPO, represented
UNIDC as acting SIDFA.

4. METHODOLOGY OF THE COURSE

In accordance with the methodolocgical guidelines of the
workshop, the material was divided into five modules or
groupes plus the case study. The Outline of the Project
Development Cycle, the introductory section of the course,
was Jjointly taught by Mr. Weber and Mr. Kopytowski.




The Technical Analysis for Project Preparation was taught by
Mr. Kopytowski. The Marketing section, including Demand
Analysis and Forecasting Methods and the Financial Analyvsis
section, including Accounting Principles, Ratio Analysis and
the Financing of Develcpment Projects was taught by Mr.
Weber. The Social Cost Benefit Analysis Sectiocn 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 Injustries - Investment

Center.

Their subjects were the Problems of Cbtaining Accurate Data
for Marketing Analysis in Nigeria; the Evaluation of
Technology Transfer Agreements; and Special Problems of

Investment in Infirastructure.

Additional two lectures by Mr. Weber introduced the parti-
cipants to the approximately 50 UNIDO and 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 ANALYSIS 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 Nigeria.

The course material was covered by the lecture, class dis-
cussion, exercise and case methods. lecturers were interrup-
ted by questions from the students regarding relevance of the
course material to the Nigerian situation, so continual adap-

tation was necessary.




where possible, the lecturers introduced economic and market

data from Nigeria to prove the relevance of their methods.

puring the sessions the participants were requested to calcu-
late and evaluate data supplied from real case studies and
insert the results in the appropriate Tables and Schedules of
the UNIDO Feasibility Manual. Considerable support in this
regard was leant by the LNIDO supply of pocket calculators
and Discourit Tables to all participants. In addition to
standard UNIDO developed course material, the lecturers pre-

pared and ucveloped the following collateral material:

— Economic Indicators of Nigeria (GNP, Production etc)

- Comparisons of Nigeria with other neighboring Countries in
Black Africa

- Comparisons of Nigeria's 0il 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 ECA)

- A besic bibliography for Data Sources in the field of

International Trade and Economics (1TC)
- The Nigerian SUNTI SUGAR Project reworked from a consul-

tant's study inte the UNTDO Feasibility format accoraing

to the Manual

Each participant was given the following JNIDO manuals and
guidelines:

- MANUAL for the PREPARATION of INDUSTRIAL FFEASIBILITY
STUDIES

- MANUAL for EVALUATION of INDUSTRIAL PROJECTS




- Guidelines for Project Evaluation

- Guide to Practical Project Appraisal

- Guidelines for Contracting for Industrial Projects 1in

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-CUTPUT 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 vorking blackboards and an
overhead projector. The students were seated in comfortable
chairs arranged behind long conference table-type desks 1in
amphi-theatre style.

Although the reproduction facilities for handouts and slides
at the NIDB were necessarily shared with all the other
requirements of day-to-day development banking, there was
only minimal delay or rescheduling requirec of course
modules/lectures. In addition, the reproduction and secreta-
rial facilities of the UNDP were utilized where necessary for
backup 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 preserce at all
sessions was approximately 90 %. Only the days immediately
p-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 considerable amount
of readinz material, including Manuals, Guides, Guidelines,
etc, that were given to each participant. It is hoped that
the possession of these materizls will permit each partici-
pant to read or re-read the material when either time or

necessity permits or requires.

6. ACKNOWLEDGEMENT

The UNIDO team is grateful to the Federal Ministry of
Industries of the Federal Republic of Nigeria and the
Nigerian Industrial Development Bank for the arrangements and
sponsorship of this course.

Special thanks are due to Mr. T.0. Jchnson of the Federal
Ministry and Mr. O. Famuyi, Deputy Controller of NIDB for
their particular assistance which contributed greatly to the
success of this mission to date.
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Nigeria a rewarding experience.

No acknowledgement would be complete without the teams grati-
tude being expressed to Mr. W. Behrens, Head of UNIDO's
Feasibility Studies Section, as well as Mr. M. Kulczycki, and
Mr. D. Rosati of the Feasibility Studies Section at UNIDO
Headquarters in Vienna who programmed this seminar and
assured the availability of necessary aids and Manuals. The

special contribution of Mrs. Obi, Course Secretary must also
be duly noted.

Messrs: J. Glockl
J. Kopytowski
M. Weber
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Time Yonday 5,9.1983 Tuesday 6,9, Wednesday 7. ¢, Thursday g.9, rriday 9.9,
, —
8:00 - 9.30 Financial Analyst Financial Analyst Fin. Anal. Fin. Anal,

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

- Intrcoduction to an
Industrial Developm.
Project
(go through a summa-
rized Feas,Study)
(M:1, 8.9)

~ principles of time
preference

- compounding and
discounting

(M:1, s.10,a,b)

L+ E

- DCF, NI'V, 1RR

- Alternative
methods of appra;i
sal

(M:T, s8.10,d, +11.1

Industrial Engincer Ind. Fng, Ind. Fng. Ind. Eng.
10:00 - 11:30 Opening - role of industria- - Overview of the - developing the Pro- = Cheolce of Techne
Ceremony lization, Industrinl Technicnl Analysis dvection Schedule Togw
policles and stra- - Tecehnical Analysis (M:111, 8.3) - Technol oy and
tegles Procedure encineering des
- project planning - Coest entdmates
(M: 1, s.5+6) (a1, =040
L L L Lo+ F
1 | ¢in. Anal Fin. Anal. F )
15:00 - 16:30 Fin, Anal, Fin. Anal. j fin. Anal. Fin. Anal, Fin. Andi.
- presentation of the - Project Identifica- | = Introduction to an - compounding and dis-; - DCF - lsercliscs
participants and tion, opportunity Industrial. Develop=- counting Exercises (M:T, <.10,¢)

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

D+1L

studies
(outline the manual)
(M:1, s.748)

ment prolect.-ctd,
(Focus of the build-
Ing-up of a cash-
flew aund its ana-
lysis)

L+D

(M:I, s.10,¢c)
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Tire Monday  12.9. Tuesday 13.9. Wednesday 14.9, Thursday 159, Friday 6.9
8:00 - 9.30 Ind. Eng. Fin. Anal. Ind. Eng. Fin. Anal. Fin. Anal.
- Production Programme - Market Research - Space Requirements ~ Data Requirements - Time Series Exerc.
and Capacity Require- (M:11I, s.3) - Constructing a Pre- case (2) M:11, s.9)
ments liminary Facilities
(M:11, s.15) Layout
- Civil works and
their cost
(M:I11, s.l4)
L + E L L E J E
Fin. Anal. Ind. Eng. Fin. Anal. Ind. Eng. Ind. Eng.
10:00 - 11:30 - Basic Market Elements| =~ Production Equipm. - Data Requirements - Materirls and Inputs| - Labour Requiremen
- Demand, Supply, Price Requirements case (1) (M: 111, 8.6) (M:11%, s.12+13)
- Price and Income - Alternative Prod. (M: 11, s.5)
Elasticities Equipment
(M: 11, s.1+42) (M: 111, s.9+10)
L L+D+E E E E
15:00 - 16:30 | Ind. Eng. Fin. Anal. Ind. Eng, Fin. Anal. Fin. Anal.
- Planning the Prod. - Data Requirements - Materials and other | - Introduction to’ Fore- - Regression Analys
Process and Collection Inputs . castinz Methods (theory)
(M:1T1I, s.748) (M: 11, s.4) (M: 111, s.5) - Time Serics - Regression Anal,
Projections (Exercise)
(M: 11, s.,748) (M:I1, s.10+11)
L+ E L + (D) L L L+ E ]




8:00 - 9.30

- Marketing and Distrif
bution Arrangements
(M:1I, s.12)

Econ. Anal,

+ — Demand Forecasting,
Sales, Pricing, Mar-
keting and Productio
Estimates (case)

(M: 11, s.16)

i

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

- —— am N O EE EN BN R e —— -
- v
Time Monday 19.9. Tuesday  20.9, Wednesday 21,9, Thursday 22,9, Friday 23,9,
Fin. Anal. Fin. Anal, Fin, Anal, Fin. Anal. Fin., Ana: .,

- Investment Appraisal
Methods
(M:1V, 8.3)

- Dept Repayment
Schedules

- Dept Repayment
Schedules, Everc
MLV, 3.445)

L E L L L+ & K
Ind. Eng. Fin. Anal. Ind. Cne. Ind. Eng. Ind. Eng.
10:00 - 11:30 Econ. Analsy
- Location and Site —e=Maea - Location and Site - Technology transfer | - Implementation
Analysis (M:I1, s8.16) Analysis (case) Schedule
(theory) (M:111, s.17) M:117, s,15%)
(M: 1V, s.16)
L E E L I + F
15:00 - 16:30 Fin, Anal. Fin. Anal. Fin. Anal. Econ. Anal, Econ, Anal,
Econ, Anal,
- Pricing Policy ———lee— - Project Accounting - TIntroduction into - Carryiig on na-
(M: 11, s.13+14) (M:1I, s.16) Procedures (2) the national case tional casc
- Total Cost Schedules study (I) study (II)
(M:1v, s,142)
L+ E E L E E
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- Cost of Capital to
the firm
(M:1V, s.6)

- Ratio Analysis

(M:1V, s.8)

-~ Source of Finance
- Impact of Inflation
(M:1V, s.9+10)

L+D

Time Monday 26.9. Tuesday 27.9. Wednesday 28,9, Thursday 29,9, Friday 30.9.
8:00 - 9.30 Ein. Anal. Fin. Anal. Fin. Anal. Fin. Anal. Fin, /aal.

~ Risk, Break Even
and Sensitiviry
Analysis
(M:1IV, s.1l1)

- Sensitivity Analy-
sis ctd, and
Exercise
(M:1V, s.11+12)

10:00 - 11:30

Fin. Anal.

Anal.

- Project Accounting
Exercises (1) .
(working capital esti]]
mates, cash flows)
(M: IV, s8.7)

Econ.

Fin. Anal,

- Ratio Analysis
(M:1IV, s.8)

Econ. Anal.

- Introduction to SCBA
- Interdcpendence bet-
ween Prices and Na-
tional Economic Poli-

cy)
{M:V, s.1+2)

Econ, Anal,

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

Econ. Anal.

=Procedures for Sha-
dow Price Determin:
tion
- Shadow Lxc.ange R
Calculatlons
(M:V, 8.748)

1.+ E

-~

15:00 - 16:30

Econ. Anal.

Fin. Anal.

- Jroject Accounting
Exercises (2)
(balance sheets, rate
of return)
(M:1V, s.7)

{ Econ,

Anal.

- Carrying on national

F case study (III)

Econ. Anal.

- carrying on.national
case study (IV)

Econ. Anal.

- Calculation of Sha-
dow Pricesa (linear
programme)

M:v, s.5)

Econ., Anal.

- Shadow Exchange
Rate Ca.culation
ctd.

- Shadow llage Rate
Calculations
(M:V, s.8+9)

L+ E

—
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Tirme Monday 3,10, Tuesday 4,10, Wednesday 5 )0, Thursday ¢ 0, Friday 5 10
8:00 - 9.30 Fin. Anal. Fin. Anal, Econ. Anal. Econ. Anal. Econ. Anal.
- Project Financial - Review of Financial | - Value Added Method ~ UNIDO + IDCAS Method | - Comprehensive Me-~
Plan Analysis (Effects-Method) V) thod of Project
(M:1IV, s8.13) (M:11IV, s.l4) (M:vV, s.15) Evaluation
M:v, s.14)
L+E L L L L !
Econ., Anal, Econ. Anal. Econ, Anal, Econ. Anal, Fin, Anal.

10:00 - 11:30

- National Objectives

- OECD - Mcthod,

- Value Added Method

- UNIDO - IDCAS Method

- written quiz on

and Project Evailuat, Little~Mirrlees Fxercise (case) project cvaluatior
- Regional Development [ = SCBA, Squire Von V) "))
Objectives der Tak
(M:V, s.10+11) )
L.+ E L E -~ E
15:00 = 16:30 Econ. Anal, Fin, Anal, Fin, Anal, Econ. Anal,

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

- Application of Risk

and Sensitivity Ana-
lysis to the national
case study (to be
prepared by Fin.An,)
)

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

(1v)

- Economic Analysis
of the national case
study (V)

Fcon, Anal;

- Economic Analysis
of the national
case study (V)

F
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WVeek ¢
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Time Monday 10.10. Tuesday 11.10. Wednesday 12,10, Thursday 3 10, Friday 4 10.
8:00 - 9.30 Guest Econ. Anal. Econ. Anal, Mr.M, Kulczycki
- Investment in infra- (11) (1IV) NIDO and 1its work
structure (special ' Magera Fruit Procpssing Project for development
problems, financing, Study Visit to importance of the
costs and benefits) Nigerian Distil- Feasibil:ity Studfies
(V1) leries Ltd. Section ¢VI)
and
Central Packanes
L of (Nig.lLtA, E L
Guest Econ. Anal. Econ. Anal. Mr.M. Kulczycki
10:00 - 11:30 _— =con., And
- Project Promotion (1) (V) Evaluatio- of the
seminar by the
participants
L E E
15:00 - 16:30 | gyest Econ. Anal. Econ. Anal,
-~ Tendering Procedures (111) v, Closing
- Management and
Marketing Arrange- Cercniony
ments
(V1)
L E
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Adeshina 0la ADIGUN
David Chukwuemeka OKOYE
Jeff Tihi YAJI
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Alexie N. NJOKU
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Min. Indust. - IMO
Min. Indust. - BENUE
Min. Indust. - 0OYO
Nat. Bank Comm. & Ind.
Min. Indust. - RIVERS
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Exec. OGff. President
Yin. Indust. - NIGER
Yed., Min. Indust,
“in. Indust. - BAUCHI
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Min. Indus%t. - OGUN
Fxec. Off. President
IDC - Oshogbo

Fed. Min. Indust.
Fed, Min. Indust.
Min. Plan - OGUN

IDC - Owerri

IDC - Port Harcourt

IDC = Industrial Nevelopment Center

NIDB = Nigerian Industrial

l'evelopment Bank
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Speech delivered by the honourable Minister
of Industries, ALHAJI AKANBI ONIYANGI
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SPEECH DELIVERED BY THE HOQI«CURABLE MINISTER ©Or
INDUSTRIES, ALHAJI AKANBI ONIYANGYI A —OURSE

ON INDUSTRIAL PROJECT PREPARATION, EV.  .TION,
FINANCING AND CONTRACTING HELD AT A/ADAR 'a wﬂ
FROM OTH SEPTEMBER = TH OCTOBER,

.adies

and Gentlemen,

You will permit me to start by expressing my appreciation
to the Organizers of this Seminar which is considered a very
important mile-stone in the efforts of United Nations Industrial
Development Organization (UNIDQO) to translate into reality the
desire of the United Nations to contribute its quota to the
manpower development programme of the Third World.
2e Hitherto, Nigeria has sent its perscnnel outside the . country
fof training facilities in projcct preparatiom 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\hope that the experience gathéred

in the process of organizipg,this course will be utilized in
future to enable more Nigerians gain from similar,exércisés

conducted wholly by Nigerians.

3. Project Preparatiom: Nigeria'has for sometime -embraced
the practice of project.b;eparation, evaluation financing”and-~
contrecting and d-a&. particularly ﬁéppy that this cod;;e will
afferd our experts “the opporgggity.to apprise themselves of the

latest techniques and practices in these ficlds. Project

Preparation 1s a vital instrument in the rcalisation of the

objectives of National Development Flans. It therefore has to
be undertaken with national goals in mimd. This inevitably
involves consideration of natiocnal priorities according to yhich
resources arc allocated for the achievement of ldentified goals.,
The malm parameters I consider very important in the allocation
of national resources are the Standard of living of the populace,
development of agriculture, industry, impcerts and exports,
employment generation and provisicn of social services. However,
our main area cf attention in[ggt}se we abcut to begin today is

the industrial sub-scctor. Hoerc, the maximum utilisation of the
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locally available agricultural and mincral rescuree is a key

factor to be considercd in the prccess of project preparation.

The feasibility of rrojects may also rest on the availability cof
market for their products, availability <f raw material inputs,
skill in securing the right technolnogy, availability of manpcwer
for project implementaticn, access to capital for investment and
method of financing and procurement cf inputs. It is therefore
necessary for our'planncrs and prcject managers to have adequate
kncwledge of these issues tc ensure that the natlon's resources
allocated to the attainment of national grals do not go dcwn the
drain. Indeed, our expericnce in thce carly stages of the develep-
ment of some of our rrojects has shown th~t even the best experts
may be tempted to give wreng advice as 2 result of wrong
assumptirns totally unreloted bo the. Niqgrrian experience. The
course organizers will do well G- take note of this very

important considcraticn (i.=. assumpticns and local realitics)

in plan preparaticon and ensure that the Ccurse will bear relevencc
to our naticnal envircnmont and aspiratiocn.

4. Project Contracting: As 1 gatherced, the objective of the

Course is to assist the Government and Semi=-Government Agencies
concerned with industrial preject plarning to improve their
current practices in all thc subjccts to be covered. The
objective is laudable and commendable. However, in the nursuit
of the cbjcctive, I wculd like the Organizers of the Course to
bear in mind the best utilisaticn of the available naticnal
resources in terms of toechnology, manpowor, CAwW materials, time
and finance. Froject Centracting play a very crucial role in
maximiging national gains in th.se arcas particularly in the
transfer cf tochneloegy, mant wor divelopment, project financing,
spare parts requiremonts, quarantee of raw materials etc. It 1s
also a vital aspcct in the process of jrcject executior. 1
thercfore wish that this subject be given the close attenticn

it deserves. From the Nati~n's past experionces, it is

imperative that cur oxports hove b ge t
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to grips with the rudim. ntarics «f certain essential contract

elements in order to forestall circumstanczs which have hitherto
led to difficult <xperinnce-s in the implem-ntation of some of our
industrial prcjects. Such contract elements include for example
(a) the role of the supplier/centractor cf technology, equipment
etc.; (b) administrative previsions, (c) agreement on language
to be used in respect of production instructicns, (d) deter-
mination of the boarder botween the scope ~f understakings of

the supplier/contractor and the duties of the employer,

(e) appropriatc procedurecs for monit?ring of contract performance
(f) the right to rcquest changc, (g) control over use of sub-
contractors, sub-suppliers and porsonnel so as to enable us tap,
as much as possible, available lncal rescurces (h) the right to
terminate thc contract if deemed necessary in the national
interest, and mcst importantly (1) applicable law and arbitraticn
1f not prop- rly undirstood, this lostly menticned contract ~loement
cculd cause hard foclings in int rnaticnal relaticns. Indeoed,

my Ministry alrcady has a story t- tell on this.

5. Project Financing: In thc arca cf project finmancing, 1

believe that Government usually loses cut tc its technical
partners, largely through igncrance ©r cver-sight on the part of
our rclatively in-experienced project planners and managcrs who
lnadyerﬁrnﬂy allow components of project exp.nditure usually
incurred by the Government at the initial stages of a project tc
remain unrceovered. A good example is in respect of oxpenditure
incurred in travelling abroad to negotiate for technical partners
or in arranging ralovant facilitices locally for project to
take off. These cxpenditures, I believe, should be taken into
censideraticn while disch rging ~ur financial cbligations on
contracts.  In most casas thic is not so. The present economic
circumstanc.s of the ccuntry which calls frr austere measurc,

in all realms of cur ccon-mic vndeavours must be borne in mind

in cur approach te prejoct fin- rcing. Thoero shculd be a thorough
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examination of existing practices with a view to-emsuring
efficien* use of cur meagre financial rescurces. Consideraticn
js therefore to be given to varicus means of bringing this
about. 1In this regard, we should endeavour to eramine the usc<
of Supplier's Credits for complete financing cr as supplement
to loans cr grants, Compensation deals or buy-ltack deals,
assumptions about jnterest rates, grace periods, amortization

periods, bank charges, scurces of eguity and lcan finance etc.

6. Project Evaluaticn/Appraisal:

I sheuld let ycu know that in the jmmediate future, the
policy »of Government as far as project financing in the

industrial sectcr is cencerned is tce c~ncentrate the available

V]

meagre rascurces on censclidating whet we already have in th
industrial szt-up rathcr than on new projects.  Thus, mcere

d. in the shrri-tirm, °0 the =2xistinc
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rial plants and cn-g7ing creimcts. 1Ir this connzctic
the knowlzdge tc be galned foom what you teach on Project
Evaluatisn 2nd Arpraisal wil: be mos valuable. I have oo
doubt that yru will =xyose . ur cxpoerts toothe 1atest tuchnigues
in financial and eccnomic aralysis. Y:u shruld examine the
varicus arproaches o this subject and ensurc that parametors
relevant tc cur eccnomic circumstanc-s are taken intc censidera-
ticn. Mest developing countries have had ccurse to disagree
with scme aspocts : f the World hank ap;reach but whatever
apprcach 1is considerod best in the inter: st ~f cur natirnal
econcmy should be nur concern. The maximizaticn of LCCAL
VALUE-ADDED by cur industrial rre.jucts sheould be given the
attenticn it deserves. Hew this cculd be achieveed in the
existing and on-going ~r. jects should be lc oked inte and the
criteria. fcr its achizvemont in any cre joct examined. Such

critiria may inclua the usc of lieh]l noaturol rosources inoour

commercial jroducts, deve bopment f
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crmmercial and tochnoloigicl Larw=h w, minimisaticn cf impecrted
inputs, expcrt premetion drives cte. All these touch en the
important issue of local rescurce utilizaticn that should receive
adequate attention jn our apprcach te Froject Evaluaticn and
Appralsal.

7. The present Administration, as ycu 2re well aware, has

amcng its tcp priority arecas, ircn and steel, agro-based in@ustries,
petro-chemical, pharmaccutical and engin2ering industries. The
ccurse organlzers shculd thercfore endeavour to sce how the ccurs::
can address itself to cur problems in these and other industrial
areas. A major ccncern tc the entire Naticn is the existence of
several Public Sector Industries that have rrcved unviable
despite premising Evaluati-n Rep - rts prepored by exp:rts on the
viability cf the projects bofrrc they ware cmbarked upcn. One

is tempted te foel thot cith- r wrong assumptions must have boen
mad. in the: - xaminati n of the Jrojects or that things went wrong
at the implcementaticn cr -xecutisn stage. 1 sincercly hepe thot
this ccurse will take acccunt cf the Nigzrian experience s¢ that
the country can be preperly gquidzd in 1its future industrial
investmentse.

8. 1 would like tc congratulate the varicus narticipants fcr
their nomination for this coursce. 1 am particularly happy that
my Ministry brcught in State Government ~fficials to benefit from
the course. 1 have nc doubt that their exposure will be bene~
ficial tc the industrial secter ~f the Naticnal Eccncmye.

9. Lastly, let me exprcss my appreciaticos tc the Managing
Directcr <f the Nigerian Industrial Devclopmant Bank and his
rfficials for making the Bank's focilitirs jvailable for the
crganizers  of the crursc. My h artfelt thanks alsc go to th-
United Kotinns Industrinl Devel pment Oraanization who have
contributcd immensely to the arganizaticn of the course. It is
my candid hepe that my Ministry and yrur crganisations will

continue to crllaberato in similr ~nd - thur ventur.8e
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;1f§ 1.45 p.m, Guests Mrrivc,. ‘

‘ﬁ§‘1.so pe.m. The Permanent Secretary, Fedecral Ministry of Industries;ﬁ
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wiE The Cheirman of tho occassion and the Manaqing Director -
i &
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Remsrks by » Representative of Course=Participants.
- Presentation of Certificates to Course - participants -
The Permanent Secretary Federal Ministry of Industries. |
- Refreshments. ¢ ;
- Chairman's Clesing Remarks 5 g
- Vote of Thanks = Mr. G. AMUSA=-EKE (AD(P&LP) F.M.I.

Thc Permanent Secretory F.M.I, the Chairman, the

Managing Dircctor - NIDB and the Guosts depart.
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£ DOCUMENTS PQEVIEWED
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SEM

WORI.D INDUSTRY IN 1980
WIQRLY, INDUSTRY SINCE 1960
INDUSTRY 2000 - NEW PERSPECTIVES

A PROGRAM FOR THE INDUSTRIAL DEVELOPMENT
DECADE FOR AFRICA

FINANCIAL RESOURCES FOR INDUSTRIAL PROJECTS
IN DEVELOPING COUNTRIES

LIMA BECLARATION AND PLAN OF ACTION ON
INDUSTRIAL DEVELOPMENT & COOPERATION

IMPLEMENTATION OF LIMA DECLARATION AND PLAN
NEV DELHI DECLARATION AND PLAN OF ACTION

THE INITIATION AKD IMPLEMENTATION OF INDUST-~
RIAL PROJECTS IN DEVELOPING COUNTRIES

GUIDELINES FOR THE ACQUISITION OF FORZIGIL.
TECHNOLOGY IN DEVELOPING COUNTRIES

GUIDELINES FOR THE ESTABLISHMENT OF INDUST-
RIAL ESTATES IN DEVELOPING COUNTRIES

THE EFFECTIVENESS OF INDUSTRIAL ESTATES IN
DEVELOPING COUNTRIES

INDUSTRIAL AND TECHNOLOGICAL INFO“MATION
BANK

MARKETING MANAGEMENT AND STRATEGY FOR THE
DEVELOPING WORLD

INDUSTRIAL TECHNOLOGY IN AFRICA
UNIDO INPUT-OUTPUT DATABANK

AN INVENTORY OF INDUSTRIAL STATISTICS IN
THE UNIDO DATA BANK

OPPORTUNITIES FOR COOPERATION AMONG THE
DEVELOPING COUNTRIES FOR THE ESTAB-
LISHMENT OF THE PETROCHEMICAL INDUSTRY

PETROCHEMICAL INDUSTRIES IN DEVELOPING COUNT:,
HANDBOOK ON INDUSTRIAL STATISTICS

AGRICULTURAL MACHINERY AND RURAL EQUIPMENT IN
AFRICA

TECHNICAL CRITERIA FOR THE SELECTION OF WOOD-
WORKING MACHINERY

UNIDO MODEL FORM OF TURNKEY LUMP SUM CONTRACT
FOR THE CONSTRUCTION OF A FERTILIZER
PLANT INCLUDING GUIDLINES

INDUSTRIAT. DEVELOPMENT STRATEGIES AND POLICIES
AND SOCIO-ECONOMIC DEVELOPMENT IN THE
DEVELOPING COUNTRIES

(A)

1D/269
ID/Conf 4/2
ID/237

ID/287

PI/GI/ReV.Z
Vols 1 & 3

P1/38

"ID/238

P1/72
ID/146

1D/98
ID/220
ID/216
P1/68

ID/153
Is/222
1s/238

1S 385
15/376

ID/46
ID/284

1s/377
ID/247

PC.25

15/380



CONCEPTUAL AND POLICY FRAMEWORK FOR APPROPRIATE
INDUSTRIAL TECHNOLOGY

APPROPRIATE INDUSTRIAL TECHNOLOGY FOR LOW COST
TRANSPORT IN RURAL AREAS

APPROPRIATE INDUSTRIAL TECHNOLOGY FOR PAPER
PRODUCTS AND SMALL PULP MILLS

APPROPRIATE TNDUSTRIAL TECHNOLOGY FOR TEXTILES
APPROPRIATE INDUSTRIAL TECHNOLOGY FOR SUGAR

APPROPRIATE INDUSTRIAL TECHNOLOGY FOR DRUGS AND
PHARMACEUTICALS

INDUSTRIALIZATION OF DEVELOPING COUNTRIES--
PROBLEMS AND PROSPECTS :

IRON AND STEEL INDUSTRY

CHEMICAL INDUSTRY

MANUAL FOR PLANNING THE DEVELOPMENT OF CAPITAL
GOODS INDUSTRIES

INDUSTRIAL PRODUCTION OF COCONUT CREAM

CHANGING PATTERNS OF TRADE IN WORLD INDUSTRY :
AN EMPIRICaL STUDY ON REVEALED COMPARATIVE
(ECONOMIC) ADVANTAGE

SOCIAL ASPECTS OF INDUSTRIALIZATION

FOTENTIAL FOR THE DEVELOPMENT OF A FROTEIN
SWEETNER INDUSTRU IN AFRICA

UNIDO'S CONTRIBUTION TO THE INTERAGENCY STUDY ON
INTERRELATIONSHIP BETWEEN POPULATION,
RESOURCES, ENVIRONMENT AND DEVELOPMENT

FATTE3INS AND PROSPECTS FOR EAST-SOUTH TRADZ IN THE

1980'S

ITC CORE LIST - BASIC DOCU¥ENTATION FO? TRADE
INFORMATION SERVICES

DEVINDEX AFRICA - UN ECONOMIC COMMISSION FOR
AFRICA -1980 ed.

NIGERIAN INDUSTRIAL POLICY AND STRATEGY -
GUIDELINES FOR INVESTORS

DEVELOPMENT OF INDUSTRIAL EXPORTS

INDUSTRY AND DEVELOPMENT
ISSUES 5, 6 and 7

FINANCE AND DE VELOPMENT QUARTERLY
Sept, 1983 Issue

UNIDO NEWSLETTERS

UNDP ASSISTANCE REQUESTED BY TH® GOVERNM
f . G RNMENT
NIGERIA 1983-1986 | oF

FOREIGN ZCONOMIZ TRENDS FOir NIGERIA - JULY 1963

MARKETING IN NIGERIA - U.G. DEPT. of COMMERCE

ID/232 vol.l

" vol.Z2
" vol.3

" vol.6
" vol,.8

" vol.10

ID/40 series

" vol.S

" vol.8

10/548
10/528

1D/281

15/355
15/397

17374

Min. Flan
Nigeria

ID/17
ID/SER’RM

IMF/WORLD
BANK

UNDP/CP/NIR/2

U.5.EMBASGSY
ECONOMIC DREET.




MINERAL PROCESSING IN DEVELOPING COUNTRIES

INDUSTRIAL PRIORITIES IN DEVELOPING COUNTRIES
INCENTIVE POLICIES FOR INDUSTRIAL DEVELOPMENT
RECENT INDUSTRIAL DEVEJ.OPMENT IN AFRICA
APPROPRIATE INDUSTRIAL TECHNOLOGY FOR:

OIL AND FATS

BASIC INDUSTRIES

INDUSTRIAT.IZATION OF DEVELOPING COUNTRIES ~=
PROBLEMS AND PROSFECTS :

FOOD PROCESSING
MANPOWER FOR INDUSTRY
REGIONAL COOPERATION
TECHNICAL COOPERATION
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ID/217
ID/52 vol.l
ICIS/117

ID/23%2 vol.9
" vol.13
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ANNEX 1:
ANNEX 2:
ANNEX 3:
ANNEX 4:
ANNEX 5:

LIST of ANNEXES:

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

Guest lecture:

"Evaluation of Technology Transfer Agree-
ments"

given by guest lecturer:

Mr. F.J. OKONO - AG Director - National
Office of Industrial Property (NOIP)

Guest lecture:
Case Study of Evaluation and Registration of

Technology Transfer Agreements

Guest lecture:

"Sources and Quality of Data for Demand
Forecasting in Nigeria"

given by guest lecturer:

Mr. G. K. AJAYT, Chief FEconomist, Nigerian
Industrial Development Bank Limited (NIDB)

Test for UNIDO Training Course:
18 questions to be answered by the
participants of the seminar
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10:

11:

12:

Teaching Materials and Outlines for Slides,
Module I: Outline of the Project Development
Cycle

Teaching Materials and Outlines for Slides,
Module 11: Market Analysis

Teaching Materials and Outlines for Slides,
Module III: Technical Analysis

Teaching Materials and Outlines for Slides,

Module IV: Financial Analysis

Introduction to UNINO's Computer Model for

Feasibility Analysis and Reporting {(COMFAR)

National Case Study: SUNTI SUGAR PROJECT

Technical Data

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,
FITANCING AND CORTRACTING: STH SEPTEMBER T0 14TH OCTOBER, 1983

SEMINAR PAPER ON "INVESTMENT IN INFRASTRUCTURE: SPECIAL
PROBLEMS, FINANCING, COSTS AND BENEFITS"

BY

DR. O. O. ILESANMI

Federal Ministry of Industries,

Investnent Information & Promotion Centre,
New Secretariat,

Tkoyi, Lagos

In nost African countries, especially in the period since
most of them attained political independence, investments
have been largely concentrated on directly productive sectors
of the econony such as industry, transpott, teleconmunications,
power, snd agriculture. Most economists involved in their
planring processes bclieve, alsmct s an article of f£aith,
that investments in thesc productive sectors contribute nore
to the acceleration of rz=pid econoric growth. This trend was

1irst noticed in Nigeriz with the l=unching by the Colonial

Governnent of the Ten-Year Progranzme cof Development and Social

Welfarc in 1946 (Government Printer, 1946). This same trend

has been repeatcedly articulated in the country's post-
indc¢pendence developmuent programnces by successive Governnents.

In ~ nixed developiug economy like ours, one principnl
role of Government is the provision of infrastructural facilitics
for socinl and ccounomic developzment. The efficiency and
effectiveness of infrastructural facilities is not only
crucial to integrated social developnent but also to rapid
industrialisation. This is because the way these public
utilities are mnnaged not only affcct the cost of industrinl
production and consequentky thc price level of goods and
services produced and consuned but also hns positive or
negative linkage effects on the business community ~nd the
consuning public.

Infrastructural frcilities in the context of this

~eminar refer to essceutinl public utilities such as clectricity,
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Wi.tily D Ltlity il dnonitoouT orw oy, Lo1oplohicg, i communi-
cnrtions and il services whose ndequwcy not only enh-onces -
country's ~bility to fully intcgrrte sgocially and cconomic=lly
its rurnl ~nd urban communitics but ~lso nccelerates industrio-
lisaticn of the country ss n whole. Infrastructural developmzent
by Governnent has its origin in the fewness of people with
sufficicnt capitzl and thc required nanagerial capability to
promote and cxccute such cntcrprises. Mereover, the neced to
avoid the uneconoric duplication of these services is also
responsible for Government nonopoly of infrastructural
developnent. It is also significant to note thnt the originnl
undcrpiniing philogophy guiding the cstablishments of infra-
structures is scrvice ~lthough in the performance of such
scrvices, thcy ~re expected to be self-supporting.

The currcent diletna of these scrvice-oriented estblishmen®s
is how to reconcile the demonds for chenp nd efficient service
with finnneinl sell-sufficicncy. There is, thercfore, the
rceurring problan of striking a satisfactory bnlance bhetwecen
the dcunnds of » public-scrvice oriented enterprise and - the
renetary cxpectation of 1 commercially-oriented service.

This prescent dilenma is apparcntly the root cause of the nuch
flogged incfficicney of the country's key public utilities,
which hnas, for somctioe, gencrated a great denl of controversy
nong industrinlists ns well as the consuming public. The
view is widely held in sone quarters that the inefficiency of
the key parastotals has contributed in no snall measure to

the inefficicnt use of fereien .xchange carnings. It is the
b.lief in these quarters thet the innbility of the Nigerian
Electric Powur authcerity (NEPL) to gunrantee continuous supply
of electricity has led to the missive importation of generators
for houschold ~nd iundustrinl uscs. Similarly, it is also
alleged th-t thc inability of the various water corporntions
to guarantec continuous flow of water hnas resulted in
"unwholesonce” expenditure on cinking borcholes for households

nnd industrice. It has cqually been pointed out that the
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the telephone systen h»s created 2 situation wherc private firce

have h~d tc buy 2nd install rndio contnct nrong ncmber firms.

The apparent conscasus, therefere, is thiat the anount of

foreign exchange required on these key utilitics ~re more often

than not cclossal »nd boecauwe they ~re avoidable could hove

becn available for other crrontinl urers (ecpeci~lly in this

period of 2cutc chertnge of foreign cxchange) to finance

importation of raw nmntsrizle nnd other esmrential indurstrizl inputce.
The pcint nust, howcver, b: made that :prior to ths oll-

boon of the 197Ms, diccrepancies between aveilable levels cf

infrestructural facilitice ~nd sectornal requirements especlally

in the urban arcns wers either hardly nctice~ble cr rarzly

aggreselively -~gonising. Thi- -ecrmingly harcoriour stats of

aff~irs begnn teo di~intcgrote when the grp betweon investmente

in manufacturing ~ud ~1lied . c¢onemic activitics, building -nd

cenrtructicn #nd iafr-structur~l f-ciliticr~ like clectricity,
water ~nd tolocceorunic-tion- boigan e widen. The precent
inndequancice of thos infr-: tructur-l £-ciliti.s which ar.
now conrtituting oerncurs conoctroints on further indurtrinl
~and businese oxpancicn or preoducts of ooot discrepsnciss in

recource allocnticnsg =nd rocource zix bx both the private »nd

)

public auvcters . f the snerny. It i rignificant to ~brervs

in this conncetion th-t whilnt public ccctor rosources alleoeati

to infrastructur-l 2oveleprent fres the 1960 har been increarsing

steadily, privat. ccceter investrnent in industrinl construction

and burincos expancion has been iverenring rather more rapidly.
Froo availsble records, the public-ccctor crpitnl

inveatoent ~llocntion for infractructurel development from th.

1970-74 to the 1981-89 Plnn Periods ie as follows:-—

Flan Feriod] P1an Size |Power Trancport |Water Comnuni -
N nillion 1IN nillion|N nillion |N nillion|cation:
N willion

- —

1970 - 4 | 2,050,938 [90.650 472,39 3. GhE A3, 2R2

1975 — B0 | 83,3140 09[1,075. 938 5,677,561 | 1,362,553 1,336,044
19”1 = B85 | 70,076.725]%, 7 ¢.259] 10, 706.616] 3,746.109] 2,700,600

——
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It will be cbrmerved from the t=ble 2t page 3 that n considcradbl.
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it~1 dnvictoent nllocations during the
threce plan periods hnve becn 2llocated to the four sub-3ecters
cencttituting the rnnin public utility scctor. This alloeation
pattern ~lco :heows the concern of Gevernzent that growth in
thce mrnufrcturing and ~1llicd scetors c-n only be promoted and
acceleratcd through inproved ~nd expanded infrastructural
facilitics.

In eroence, Gevernnient hac continued to give a great
dcal of ~ttenticn te the conrtraints poccd to project
implermsntation by inadequate phycical infrastructurnl f-aciliticc.
A grent denl of c-pit-1l inveotnont in infroctructurnl developrent
i~, therufore, ceontinuou:rly being gencer~ted through budgetary
~llocations nnd forcign lo-~ne from such bodics ac the Werld
Bonk i ite affilintes and European Invectment Bank. The
Nigerisn Elcetric Power authority (NEPA) i continuously deing
azzisted with funds for the purchnce of cquipeent whilcst
inndequnte woter cupply isc buing tackled through huge invectronat
by Gevernzent. Sicilorly, the iofristructural inndcguacice
aricing from poor port-nl ~nd tadlecormnunications systen are
being gradunlly reroved through intensive capital investnents
in telcconnunic~tions networkc. Telecomunications Equipnent
Manuf~cturing ic prer. ntly onc of Governnent's listed priority
inductri_or, TForcign investionts in téleconnunications both
in eapital »nl cquiprnent ~re incroasing whilst local investors

~ro haing oncouraged.

Spceinl Problormc:

However, ~nd inspite of the efforts by Government te
arke thazoe vorious public utilitics cfficient and effective,
2 nunber of problens continuen to pl-gue these organisations.
The cxicting plethora of problens can b cubsuned under the

following:-
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- inndequatc power supply to meet the demnnd cf 2
rapidly growing econony;

- excessive relisnce on large-scale hydro powcer

(o)

(Kainji hydrc clcctric power station alone
accounted for sbout S0-70% of total encrgy
generation in 1975-79);

- frequent power fnrilurve nnd lo=d shedding (rate
of energy loss cctimated at 20% between 1975 and
1980 =nd lcsses due meinly to leong distances
between generaticn stations and lond centres 1S
well as pocr maintcnance of tronsnission facilitice
and sub-st=tionz);

- overloaded dictribution frcilitics (Use of single
circuits tc treonamit bulk pewer cver long distanc<c, 3

- inadcquate mninton-neo £-ocilitice;

- carth of -xperi-nced ~nd competent staffy

- inndcquate funiing ond poer finnncinl ana-genment;

- undcrpinning pnilcrophy (survice-oriented) cn

which it coxizts;

- 1lack <f ccp reotien froo thc public (consumer:s)
through d-c.c-ing of crblee, troncformere,.meters, Tc.

- unwillinguocs by nnay conouwmers te oottle thelr
bills for survices conjoyed;

- illeg=l counectiour or tappings by Some¢ CoONfuners
and l-ck of co-ordinnticn between industrics and
NEPA hnving regard to requirenmcnts, cctnblishment,
cte.

- 1inadequnte motivation cf workers;

- 1ack of conmitrcent by meay of its workers cven
when well riotivated;

- problurie arigine from its h-rmonizatien with the
civil cervicey

- inadoquate ruprly of eccential working tools nnd

materinla cince these tools/materinlc are all
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| — i apth of sufficiently -ccurate data on eccnoric
factors on which to bnsc proper forccast of
power dennnds.
(ii) Transpert
- Acuand nanagenent, dece, duarth of expericnced

cud gorput ont cEafrote pronate operationnl

cfficicnceys
- pocr finnncinl nanngenents

fundirg for maintennncc.
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(1ii)  Water

— in~dequnte supply ~nd distritution network;

- low guality of water itselfs

- inndequate funding;

- rchortage of technical aud gup. rvicory manpower
(roculting in  inadequate paintenance and
incersant breank-down of watcr supply systen);

- l1ack of cont rocoveTy DenruTes (th~t would hnve
purnitted mor. fociliti -~ te bu provided).

(iv) Comrunicttions

- inndoquacy of tocnnicnl mnd cuginecring etff;

- non—ctandardiz-otion of cquipnenty

- inndoquete meintontuce anel supporting frcilitiocn,
- institutionnl ~nd organicntionnl problens;

- inecuscant danage to oxternal line plnnts, cablen
.nd Auet: in urban centres by the publics
unwillingnesse of nany Cousuners to scttle their
bills for scrvices cnjoycd.

The structutal inndcqunrcies of th.: various public

utilitice highlighted above rurt, of necensity, crente special
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problens tor the industrinliste, the business community ~nd
! the consuning public at larg.. Such probluns include:-
(1) Equipment danages and undcrutilisation of

chpneity ~ricing fro. frogu.nt power interruptions.

77#4—~—~—‘—‘“




(i, Heavy copital utl-r . procurcrent 100 oty
generateors nud trhnsformers with attend-nt
conscquences on preducticen overheads and related
high pricc levels of lccnlly produced goeds nnd
scrvices.

(iii) Further capital outlny cnr cianking borcholes, wntoer
tankers 2nd radic cormunic-tion cquiprmcnt ~ricing
from inndequnte woter supply ~nd unr=linble postal
and telecenmunicntionz frecilitice with consequent
increases in production overhcnds and attend-nt
high prices of loc~lly produccd goods and service:o.

Giv) Continuing ‘incfficient' ~nd ‘'ineffective' use
¢f our ucarce foreign exchange carnings for the
procurcnent of nccegsary cquipment in items
(i) - (iii) above since mert (If not all) arc

not produccd locnlly ~nd rnust thercfore be import--d.
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Govcrnnent is, however, awar. of =11 these problecms nd
has initiatced nercurcs to rminirize the dicincertivencss of

the structur~l inrdecqurcics of the publicly-owned utilities.

‘ First, in its rccently published Nigerinn Inductrinl Policy
p and Strategy: Guidc:linec to Invecstorc (Govcernment Precss, 1980),

Governnent has accepted, nas a natter of policy, to cooperatc

with private cntreprencurc to minirize the adverse effects

of current infrastructurnl inadcquacies such 2s irregular
¢lectricity and wntor cupplius nnd pocr access roads by
proposing tax concessions, to offsct substantlally, necescary
expenses incurred in providing cuch facilities. The concessions
will, howcver, apply only to industrics located in the hinterl-id
and will nlso tnkc into acccunt the cost of tr-onsportntion of
imported raw nnteri~lc required by such industries. Secondly,
Governnent has ~lso recently secceptued the recomnendation thnt

public utilitics 1like the Nir~ rian Elcctric Power authotity anAd
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the Post and Tclecomtunications Departrment (which, by naturc,
arc cconeric organicatinng) chould be colf-finaneing and effort.

are now being made  £a roctvusturse then £a mnke then

-y
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sclf-finnnecing cetive ., Finally, —nothir Jorn

of infrastructur 1l £ cility which is often not no appir.t

- ag the other physical infrostructures alrcady Ao-1t’ with in
i this paper, ic tanking. Ir thirs conncetior,, it should b

pointed cut thnt Gevernrmont, oA matter of policy, hac nlready
taken steps to ineroace bonking s.rvices in the rural arcac
by dirceting existing borke te . ot blish brouchec in the rural
arcas. The cscenc. of thic diroctive is b provide ensy acceol
to loanablc e~pit-1 in the rur-l ~rens  in ordcr to facilit-te
and accelerate the development of cntrepreuourship in thes:
areas. Governncut, itsclf, hns ustablished 2 number of banks,
notnbly, thc Central Bank of Nigerin (CBN), tvhe Nigurin
Inductrinl Duvelepr:nt Bank (NIDB), bhe Nigurin Bonk fer
Commerce ~nd Industry (WBCI) and the Nigomia agricultur-l
Crudit Bank whilst sor.: of the Stote goveranents have alo
cetablished bank: in thedir verious »re-c of jurisiictien.
Thesc banks, ircluding thoo. in the priv:t. g.ctar, 2r.
supposed to be cource of investr nt ¢ pivnl for irtegrat d
developrient.

Financing

The offshoct of the foropoing 1o thet moency must Y
available for increascd inv.stioont in infra.tructurnl e
developrment. The source of finnnelng ~nd its utilisation will
dupend, to 2 larpe oxtent, on th typesof project cnvisaged.
Generally, the cources of copit-l for investoont arci-

l - Equity capit-l

- Duvaloprent . guncics
- 41d Finnnco
- Expert Credite
- Locnl Currorney Mark.to
' - Moedium=terr Bur -Curr.cucy Mork.t
- It rn~tiounl ¢Copit-] Morket

However, since infracstructur-l t-ciliti- .- ~ro publicly provided
-nd cwned in thic eruntry, inv ctreont in i~ fractructurnl

v 1opea e wildle of neoer coitrs e o and rtokon Ly the Govern. it |
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Tho sourcus of Timorcing by gevernment tre usually TLITUGI-
- Budgctary alliocaticn
- Forcign loans from fricndly countries
- Euro-Currcncy nnrket
- Intern~ticnal Capital . Markets
- Multil~teral finanecial sources such ns World Bnnk,
Intcer-Ancrican Developrient Banky isfrican
Developrment Bank, Burcpenn Investoent Bank,
Lsian Dovelopneat Bank, ctce.
Multilateral finanei=l sources can  be uscd for co-finanecing
(in conjunction with cnc or all of the ~bove development bnks)
infrastructurnl projccts such 2s cxpresc ronds, rnil re-ds or
clectric power supply grid. Scft loans con ~lso be cbtnipcd
from such sourccs for = pcriod of twenty ycars with five
years grace pericd ~t nen-subsidized interest ratces. The World

Bank can also be a2 sourc: of lomns for infr-structur~l prcj-.cts

—"——-__--_#

of high priority in th: n-tien's duveloopment progranic.
Howcver, sincu eopital ir searce, only cconaonic conside~
r~ticns are rulevant for gronting such lonns. The other
conditions for Werld Bonk loons 2re s follows:-
- losns ouly to Covernn:nts (or under Govcrnnont

guaranteos)

- reasonnble rate of roturn

- financing of forcign exchange costs

| - non-subsidizcd fixed intcrest ratces

l - long-tcrn loans
- cxchang: risks in different currcncies

l - international competitive bidding for procurcnent
- loans to cridit-worthy borreowers only

' These sane conditions =1so npply to leans from other

' developnment banks nnd Agoncics.
It would, nt this stage, be uscful te cnuncrato scene

' simple principles to be borne in nind when acouting for

investnent fundings. Sore of these basio principles are as

follinwg:— :
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rix.? rate finaneing

- caxicizaticn of lone-tern &bt l
- saxivizatien l
|

- raxirnization of foraign cxchonge oxposure

- ~3isinization of ro-finnnecing risks

- iuirdization of int.rest paynents whilst
censtructicn is in pregroess.

Costs nnd Bencfits

Proj cts ~r. ror 1y conc ived nnid irpleniented in isnl-ti .
Thoy ar: norcnlly linked to the developnunt progranaic of th-

s..cter or subscetor to which th.y fall. as well as the cvernll

~

div lopnent of 211 the s-—ctors of th.. cconeny. The genernlly
sccopted nern is that sinc: c-pit-l is secarce, it rust he put
into th. rost offcetive use to assurc pescible identific-tion
of =11 accrunble Adircct -nd indirect costs s well 2s the
Aip-ct ~nd indircet bencfits. It is iu this conncction th-t
cpeeisl ctnontion is usunlly rivonoto ' criterin onploeysd
in the peasurcrcnt of ceonenic costs nnd ccononic benefits
including the vnlidity of the v-lucs of the parameters uscd
ir. 1. asuring wceinl eosts ond soci-l bhonefits.

Tt is, towever, uct 21lwnys possible to fully docunent
the costs ol o investnont in lafrostructur.. Thic ic
hrenus stinnted costs will largely b hoscd on expericnze
ard quet-tions furnisiod by contracters. The level of
nceurncy of Thoowstinnte oy, how ver,y o fined by stoatine
thi: standard of the deeun .nbotion of the product under
sensideration. As A guide, sush docur.ntation in a fessibility

stuiy, for oxerple, will includlo th follawing itenis ot

cobirmatoi-

Itens of Docurcntaticen Lovel cof Accuracy of Estinntu
tc be used

Maps 1 ¢ 20CC
Snil Invostigation Preliniunry
Layout (ar. "s Approxinate

roc.5s Di~gran Optiriz.d (but not final)
I1ntorinls/Balance Optirize? (but not final)
L~yout (Plant) pr.lirinary

Process kquipnent nptiniz:4 (but not final)
Buildi:ugo Concoptunl
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The cost/bencfit ciudy of = projuct 15 cssentinlly
an conciic ~ppralsnl focusing on the commercial ~nd financial
vinbility of th. project. Tais ~pprralgel is, however, subjcct
to certain distertions of a conpetitive m-rket structure
brought about by tariff and quantitative restrictions,
unrcalistic exchange rates, governmuent control of interest
rates and priccs, ~nd roncpolistic influences nnd l~bour
union activities on roal wages. The councrcial ~ppraisal
exarines all the arrangements and procedures for the procure-
rent of goods and scrvices required for the project and also
arrangenents for obtaining the ncecessary inputa including
neasurcs for the disposition of the expected output. The
ultimote objective is to cnsurc that the bcet waluc 1s

obtzined fer the noncy spent on the project. The finaneial

apprais2l, cn the othier hnnd, o¢x~mminces the anount of no..2j
required for project take=off and the sources of such funds
aud the probable operating costs and revenues and the financinl
vinbility of thce project. These consideration nust, however,
take cognisance of the socinl bencfits derivable from investnent
in infrastructures cspeeilally since these bhencefits connot be
cxpresscd in quantitative monct-ry tecrms. The cost-cffectiveness
cf infrastructur~l projects con alw~ys be nchieved by relating
the dinension and choice of tochnology to the dennnd forecast
and ensuring thot the cnpability of the comrunity/society te
2fford the chosen least-cost investnent 1s not in doubt.

The ossence of 1 cost/benefit ¢valuation of infrastructur~l
projucts ic to ascert~in ~nd Y¢ convinced that the developrent
of such infrastructurcs is 1likc<ly to contribute significantly
to the overnll socio-ccononic devckopnient of the country.
Thercafter, there is nlso the necd to be convinced that the
~xpceted contribution is likely to be great cnough to Justify

the use of scarce regources such ~s investnont c-opit-l

(domestic ~nd forceirn), non-gorinl o1 uts (domcstic and

Teroign) ool aikedio o beur, ote., Morcover, in ~ situntion

e - 'y " oy




—_— eamm SEN @R G &N =m == z—

wher. thore is m cxisting D-velopnent Plan, the infrastructur~l

~t pugt be ov-luatcd to cnsurs consistency and r -
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ro—nssurance thnt the project is being implinentad within the
prioritics suvt fer the econeny. Thc assessmont of its contri-
bution will thorcfore be detcrmined through the process of
assigning n~rket values to the bencefit ~nd cost conponents,

that is, v-luvs will be nssigned to Aircet benefits, indircct
bencfits, scrap vqlu@ At termincl year, copit-l costs,

opernting costs, and indircct costs.

Following from the for-going, it is ~pparent that the
bonofits derivable from invosticnt in infrastructures arc
usuzlly nct qu-ntifi-ble. It i3 not very cften useful to
consid:r th. willingnuss of uscrs to piy 7s *n cstinate of
pre.jeet hon fita sinee th tru v-lu: of infrastructures to
th consurer iz rerc often than net greater thon the
willingness to pry - the iifforence 1is usu~lly referrcd to
ng 'consuncr surplus'. Morcover, th. sccinl and finnancinl
ronofits ~cerunbl: frorm investomont in infrostructurces ~re
manifold ~nd include socio-vconcnic intugrntion of rur~l ~nd
urban corumunitics, incrcasc:d stondord of living, creoation of
rmploynent cppertunitics, increased jndustrial and agricultur-l
producticn levels, increascd sources of rovenue (rent ~nd
scrvice charges), ~nd conscrv-otion of forcign exchange crrnings.
The proposition that is, in cffuct, bcing put forwnrd in
this pper is that investront doeision in r:spect cf
infrostructur.s should fecus dircctly on the gunlitative
ass ssnent of th benefits Acrivebls thev.fron. The price
r.eh-rism 1.y, however, bue crployed to ~chinve optimunm usec
(f infrostructur-l factors of production within the frarcwork
th-t th. xp cted benefits Lo the {nfr ~tructurcs nust,

at lu-st, & - rutl to th.ir costs.
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APPENDIX 1

CONSIDERATIONS FOR_A FINANCING PLAN

RATIO OF DEBT TO EQUITY

- SOURCES OF EQUITY AND LOAN FINANCE

-  LOCAL BORROWINGS CONTRA EXTERNAL

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

-  ASSUMPTIONS ABOUT INTEREST RATES
GRACE PERIODS
AMORTIZATION PERIODS
BANK CHARGES

-  WORKING CAPITAL REQUIREMENTS

- INTEREST UNDER CONSTRUCTION PERICD

- 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




i

. —

APPENDIX 2

RISK EVALUATICI

- SUPPLIER'S COMPETENT RISK

- COOPERATION DARTNER'S COMFETENT RISK

- SUBSUPBLIER'S COMPETENT RISK

= FORCE MAJEURE RISK (I'OW POLITICAL)

- TECHNICAL RISKS

-  POLITICAL RIGKS

- SOLIDITY RIGKS

- CUSTOMER'S COMPETENCE RISK

- CURREINCY RIGKS

- CALCULATION RISKD

- INFLATTON RISKS

- COLTR..CTUAL RIGYS
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- ANNEX 2: Guest lecture:

- “"Evaluation of Technology Transfer Agree-
J ments"

given by guest lecturer:

Mr. F.J. OKONO - AG Director - National
Office of Industrial Property (NOIP)
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EVALUATION OF TECHNOLOGY TRANSFER AGREEMENTS

Lecture given by:-

MR. F. J. OKONO - AG. DIRECTOR - NOIP AT

THE TRAINING COURSE ON

INDUSTRIAL PROJECT PREPARATION EVALUATION AND FINANCING
ON 12TH OCTOBER, 1983 AT NIDB, LAGOS.

I. INTRODUCTORY REMARKS

It gives me greot pleasure to be in your midst on this
occasion and more 3o, to shore with you my thoughts and experiences
on this importaont subject. I wish to congratulete the orgonisers
of this Course for thinking it fit to request the National Office
of Industrial Property which is on Agency of the Federal Ministry
of Science and Technology to speak to you on its activities in this
arec which is of national concern towards the current technological
race. There are several reasons for believing that the octivities
ond experience of the Nationel Office of Industrial Property might
be of interest for you who will be responsible for preparation,
evaluation ond designing financial schemes for industrial projects.
The acquisition of foreign technology constitutes quite often an
essential element of the industrial project and, therefore, that
aspect has to be carefully teken into account in the process of
project prepaeration ond evelvation. I have been told that you have
leorned during the course basic methods used for evaluation of
foreign technology acquisition. Therefore, I om freed from
repeating or continuving classroom approach. I would rcther share
with you the experience of the Nationeol Office of Industriecl Property
in the application of these techniques, in the process of evaluation

ond registration of technology transfer ogreements between Nigerian

enterprises and foreign partners.
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The Nationel Office of Industrial Property is one of the
youngest agencies in the Federcl administration. One of the essent:
problems which still has to be solved is the lack of awareness of
the existence of the National Office ond its activities among
industriel enterprises, financiel institutions and even state
administrotion. I sincerely hope that this epportunity of meeting
you represent important banking end government institutions from
variovs states will help in closing this information gop.

The presentation will be divided in two parts. 1In the first
pcrt I would like to outline in the first instance the legal and
ins*itutional fromework for centrolling technology transfer in
Nigeria. Next, I will present the scope and methods of evaluation
of technology transfer agreements currently used in the National
Office of Industriel Property. I shall conclude by providing an
ovtlook for the future expansion of the activities of the National
Office and suggesting practical forms of co-operation and exchange
of informetion betwveen various institutions perticipating in the
process of preparation ond evaluation of industrial projects with
foreign technological inputs.

In the second part ve shall follow mere pragmatic approach.

I have asked one of my officers who is directly involved in evaoluc-
ting technology agreements - Mr. Abubaker to present o case study
so that you moy see the practicol epplication of the evaluation

methods oto be outlined in the first port.
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II. LEGAL AND INSTITUTIONAL FRAMEWORK FOR CONTROLLING TECHNOLOGY
TRANSFER IN NIGERIA

1. Rationale for government intervention in the arec of
technology transfer

In view of the fact that some people consider that contractual
arrangements for the ccquisition of foreign technology should be left
exclusivaly for the private contracting parties, let me dwell o little
more on the rationale for government intervention in this area. Two
moin groups of reasons provide the rationale for Government interventi
in the technology field. Firstly, given the fact that technology
is being sold ond purchased in very imperfect markets, intervention
is justified in order to minimise the misallocation of resources that
results from monopoly pricing, aond from discriminatory and restrictive
business practices. Secondly, as a consequence of the imperfect
appropriability which choracterises the knowledge crection process,
there is o built-in tendency for the system to allocate less than the
optimal amount of resources to the cfootion of newv technology. These
two reasons cmongst others reflect o need for alternctive ways of
Government regulation designed to Lring the economic system somewhat
closer to an optimel position,

With respect to morket imperfections, reseorch vork of recent
years hos shown that the list of restrictive business practices is
quite substanticl, ranging from discriminatory royalty rotes to
purchase tie-in clouses dealing with copital equipment and row materic

ond passing through export restrictions and free grant-back of

adoptive know-how to the original licensor.
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During the recent years, a number of developing couniries have sought
to counteract some of those restrictive business practices, througn
the creation of Government agencies responsible for the examiniation
and approval of technclogy contracts signed by private parties. Ther
is no question that in an area so much affected by oligopolistic and
monopolistic practices, o public screening mechanism of some sort
would be vseful in redressing the unequitable tusiness practices.
The solution that emerged in this country ofter several years of hard
work and consu;tations with such well meaning crganizations as UNIDO,
UNCTAD, the ECA, is the estcblishment of the National Office of
Industrial Property in 1979, to regulate the terms and conditions for
acquiring foreign technology. Similarly in many other developing
countries, rogardless of whether special legislation regulating in-fl«
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 NOIP

Let me turn now to the experience of Nigeria with respect to the
regulation of technology transfer. As I mentioned olready, the major
breakthrough in that field took place in 1979, with the establishment
of the Nationol Office of Industrial Property by Act No., 70 of 1979
in the Federal Ministry of Industries a3 o mechonism to regulate
technology transfer in Nigerxa. With the creation of o Federol
Ministry of Science and Technology in the post administration, whose
functions include the promotion and administration of technology

transfer progrommes,

eod/B
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Mr . President transferred the National Office in May, 1980 from

the Federal Ministry of Industries to the New Ministry as th.
supervising Ministry. The National Office of Industrial Property

is one of the main instruments to carry out the Nigerion Technologicc
Policy; which in turn is a basic expression of the overall developmer
policy of the Federcl Government. Nigerian Technological Pelicy

has several gosls that ore being considered vhen @ tronsfer of
technology agreement is being onalysed. The principal goeis of
these technological policies to be achieved are the following:-

(i) To encourage the flow of technology into the country
in order to strengthen the industriacl development;

(ii) To encourage domestic enterprises to acquire foreign
technologies that may be svitcble to the indigenous
requirement: In this sense, it is considered particularly
important that the technolegy centributes to the creation
of employment to fully use Nigerian labour feszces;

(11i) To assist Nigerian enterprises in the selection of
foreign Technology;

(iv) To strengthen the negotioting capacity of Nigerians
so that they may obtain the appropriate technology they
need, at tha bhest terms aond conditions, especially
concerning the price;

(v) To achieve a more efficient process for o ropid absurption
ond assimilation of foreign technology by Nigerion

technicians;
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(vi) To properly adapt foreign technologies to the
| requirements of the local aarkat;;
| (vii) To graeduvally develop iocal technologies;

(viii) To encourage future exportation of the locally
developed technologies to other morkets, especioclly
those of the neighbouring countries.

5. The Notional Office of Industriacl Property as a regulatory body
is cimed at supervising the selection and acquisition of foreign
technology, as well as the forms in which the ‘acquisition is

® moterialized, vhile at the same time encouroging the most efficient
vse of the technology so obtained for the benefit of the national
economy. More specifically, the functions of the Office include:-
(a) the encouragement of @ more efficient process for
the identification and selection of foreing technology;
(b) the development of the negotiating skills of Nigerians
with a viev to ensuring the acquirement of the best
contractual terms and conditions by Nigerian partners
entering inte eny contracts or agreement for the
transfer of foreign technology;
(c) the provision of o mere efficient process for the
adaptation of imported technelogy;
(d) the registration of all existing and new contracts
or agreements entered into for the trensfer of foreign

technology to Nigerian partners.
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III. SCOPE AND METHODS OF EVALUATION OF TECHNOLOGY TRANSFER

AGREEMENTS USED IN THE NOIP

1. Types of agreements being evaluvated and registered by NOIP

A transfer of technology contract is o legally binding instrument
It contains the will of the parties thereof. It is, properly speaking
an agreement reached among two parties: the supplier or transferor
ond the recipient or transferes.
The contract may be seen as a legal document. But it is also
the way in which o commercial transaction took place. The contract
is a unity in itself. At first the cnalysis should try to classify
the contract into one or severa) categories established in Section 4(d
of the Act No. 70. These cotegories are:
(i) the use of the trade-marks,
(ii) the right to use patented inventions,
(1ii) the supply of technical expertise in the form of the
preparation of plans, diagrams, operating monuals or
any other forms of technical assistance of any description
whatsoever,
(iv) the supply of basic or detoiled engineering,
(v) the supply of mochinery and plent, and
(vi) the provision of operating staff or managerial
assistonce and the training of personnel.
This is o very important task to be executed because the
controcts should be treated and analysed in o different manner

in accordance with its nature.
000/8
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It happens very frequently that o single contract could cover
several types of these categories mentions
instonce, a contract for the authorisation to use o trade-mark
frequently involves also the supply of technical know-how or technic
assistance.

2. General criteria used for the evaluation of
technology transfer cgreement

In viev of the scarcity of time it would be difficult for me
to conduct detailed presentatior of the evaluation techniques applie
to each type of technology transfer agreement. I would rather attem
to outline generall rules and procedures used by the National Office
and point out the most important aspects f the evaluaiion process.
The overall purpose of the evaluation once the contract hos

been classified is to carry out o social cost benefit onalysis to

be able to get to the finel conclusion about if the commercial
transoction involved in the agreement do comply with the gools of
the Nigerian Technological Policy.

To be able to realise the so-called social cost benefit analysi:

NOIP examines the agreement under three different points of view:
the legal, economic and tochniccllagprooch. Each of these different
ancolysis is being done by highly experienced ond treined personnel
and in a very careful manner.

Some of the criteric that must be used to peroform the socioal
cost benefit analysis are:

a) Type aond noture of the technology to be transferred.

Special reference has to be made concerning.:

o.o/9
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a) The royalty payments (cost of the Technology):

b) The way in which the agreement conttibutes to the improvemen
of national technological capabilities.

c¢c) The existing relationship among the parties
involved, i.e. a parent-subsidiary agreement,

e) The other contributions or disadvantages of the
agreement in the light of the national interest.

3. Novelty and availability of technology in Nigeria

According to the Section 6 (2) (a):

Director (of NOIP) shull not register ' any contract or agreement:
"where its purpose is thae transfer of technology
freely available in Nigeria."

This provision means thaot the NOIP should not accept those
agreements in which the transferor is trying to sell a technology
that may be obtained without o payment, for instance, in a technical
book, because it is a well-known process that has been applied for
many years. This section must be applied, and the contract rejected
by  NOIP when:

i) The scepe of the agreement is the exploitation of a

patented invention but the patent has alraady expired
and then is no longer valid in Nigeria.

Frequently, patent licences also cover know-how. In that case,
the NOIP is expected to obtoin from the parties an amendment of the
agreemoent and a reduction of royalty payments to supress the granting

of the use of the null and void potent and authorise only the supply

of the technical know-how,

eee/10
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ii) 1t referes to foreign technical know-how that a local
resecrch institute or univarsity maoy provide *o the
Nigerian enterprise at a lower cost or freely.

1ii) It involves technical knowledge that any Nigerian

technician could provide.

4, The price of technology

et
Section €(2) (b) of the Desxwe No. 70 stipulates that
Director shall not register the agreement:

"where the price or Jther voluable consideration
therefore is not commensurate with the technology

acquired or to be ccquired.”

Without any doubt this is the most importcnt provision omong
Section 6 ond cmong the law itself. It cclls for the economic
analysis of the royalty payments includedin the agreement.

The question of poyments, involved in transfer of technology
agreements depend .heavily on the technology that is going to be
supplied, the technical assistance required to support the transfer-
ree’'s activities, or the degree of complexity of the patent, or the
prestige of the trademark that ore going to be use.

Although there are not gencral rules concerning the adequate
level of payments but neverthless, there acre some good rules to be
taken into account where a transfer of technology agreement is going

to be cnalised.
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The rules are the following:-
i) It is very important that the base and the formule to
calculate royalty payments is cleorly specified in the

contract. The person that is onalysing the agreement

I
|
I vsually demands any aexplanation needed from the parties as
l to very clearly understand all the payments involved in the
agreement., Wide and open formulay to calculate payments
I must be rejected.
I ii) It is very important that the contract clearly provides
[. that Nigeriaon taxes due on royalties ere the responsibility
of the transferor. When the contract establishes all taxes
r to be paid by the transferee it is being rejected.
iii) Calculation is being done by NOIP considering the totol
flow of payments involved in the contract, including
those to cover technical services or technicol assistance.
l To determine the total flow of payments involved
in a tronsfer of technology agreement, the following
aspects are considered:
o) The form and time in which the poyments are going

to tacke place.

b) Projected volume of scles or production during the

¢) The duration of the agreement;
d) The othe specific payments involved, for instance, the
ones related to the visit of technical personnel coming

' term of the contract;

from the transferor's plant;

VAL




-12 -

e) The dates when payments should take place.

Once NOIP has the total flow of payments elreedy celculated,
the first step of economic eveluvation has been completed. MNOIP has
then the "cost®™ of the technology.

Now NOIP corefully cnalises "the benefit" that the ngrcement
shall bring to the Nigerian enterprise (recipient party) cnd to
the national economy.

Hov‘tsa:;toblish the contribution of ¢ concrete technology
as 'such?  How l':ow;efine the "real”™ price of the technology cnd
it's "social" value?

To onswer those questions the following has to be done:

i) To esteblish the "on-going"™ international price

of thot technology;

ii) To estaoblish the price of similar technologies

acquired by Nigerian enterprises.
iii) To toke into consideration the rate of royalty
payments in the industrial sector concerned.

iv) To ostob;ish the impact of royclty poyments on the profits

of the Nigerian enterprise (recipient porty).

With oll these elements put together, NOIP has a tentative
picture of the "value” of the technology in terms of "private
economy” as sve .,

5. Socicl value of technology

Concerning the "sociol” volue of the technology, the following

elements are taken into considerationi-

ees/13
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vi)
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vii)

viii)

ix)
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The importance of the technology agreement for the
national economy, considering specially the industrial

sector involved., It is o raother different situation

when devoied
to the production of "capitel goods™ than when it is going

to be applied to manufactured "cosmetics™. A different

treatment should be given to those contracts.

If the products to be made are "consumption™ goods or

industrial imputs,

Again it is importont to support the industrialisation

process of the country ond to jive priority to those

agreements that coniribute to outain that purpose.

If the production of goods locelly will substitute
inported items.

If tho products to be made with the technology involved
are going to be oxported.
If o new plont is going to be built up.

If now jobs are going to be created.

If the products to be monufactured are going to enhance
the living standards of Nigerian neople.

If tha estoblishment of the plant is not going to pollute
tho atmosphere or the weather.

If the new industrial activity is not going to substitute
Nigerian products alroady being manufactured and with

good quality, because of its foreign origin, without

any benefit for the country's nationol economy.
0../,4
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These are some of the questions thct NOIP's staff should

l ansver vhen analysing o technology transfer agreement.

l In order to determine if the payments involved ore oppropriate,
28 o maomasomwmos bow mvcmemlomae Shee o~ Bhe e 8 W2 Y o .a L. _.L%a
a&as &9 [ A3 L X AT 4 W SAVNMANITG LIS U LI JGUNE VI BSVLAUL LUONNL USEIIWEIAL

analysis®, and to compare the "costs" (royalties to be poid, and other
burdens) with the "benefits™ the agreement should bring to the
country., As o matter of principle, NOIP discourages the vhola
concept of minimum reyalty payments becouse it involves a burden on
the developmant of the contract and also provides to the licensor
wvith ¢ guarantee of the recaipt of a fixed amount independently of

his engagement in the successful development of the contract and of
the performance of the technology transferred. Although the basis

of the calculation of royolties are generally net sales, in some
instances, NOIP has changed net sales ir the contract into other basis
deemed more adequate to reflect the interest of the licensee and the
needs of the economy. Such basis include local value added, exporZ;-J
or profits, Such ¢ floxible approach has proved useful for o country

in our stage of development.

— —

| IV. ASSESSMENT OF THE RECENT EXPERIENCE AND THE RESULTS OF NOIP
INTERVENTION |

12, Although the National Office of Industrial Property rsached
its operational stage only towards the end of 1982 some concrete

resul‘s are olready visible. Since that time approximately, 250

contructs have been evaluated. The concrete achievements can be

related in the first instance to the decreasing of payments for

"
|
|
i

' technology acquired by Nigerian enterprises. /15
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The intervention of NOIP contributed also to the shortening of
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ments vhich often exceeded the time
limits necessary for the proper ossimilation of imported technology=
by the local portner. Some other effects are difficult to measure

in finoncial terms but they ore of utmost importance for achieving
full odvontages from technology transfer in the long run. These

are related mostly to the elimination of the various restrictive
clau,sas found in technology agreements presented for NOIP's approval.
Most often these are limitations to exports, tie-in clouses ond the
failure to observe reciprocity in rights and duties.

It has to be pointed out in thet respsct that Nigerian companies
are often seeking NOIP's guidance ond assistance at the stoge when
the agreement with foreign partner is being necotioted. This rcroves
to be most effective in view of the limited neqotiating capabilities

of the Nigerian enterpreneurs in the areo of technology transfer.

V. FUTURE DEVELOPMENTS

It is gratifying to note that the objectives which hed been
set by the Federal Government in introducing the mecsures to regulate
the acquisition of foreign technology have to a lorge degree been
met in spite of the relatively short existence of the Office. In
the first pleoce, the establishment of the Dffice hod mode it possible
to know the noture of technology flow, the countries of origin and
the sectors for which the imported technology is intended. This
knowledge hos contributed significontly towords the identification of
priority sectors and the adoption of measures to promote technology
innovations. It is to be mentioned too that the work of the Office

in giving guidance in the wording of contracts/agreements has been

found useful by most companies and organizations as seen in the fact .y

—— e -
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subseguent controcts from these orgarisation have been improving

in their form and tending to ensure a bolance between the rights
aond obligations of the partners and greater clarity in their
definition. In view of the above the regulatory fuaction sf .
NOIP should be further strengthened. In the neor future, however,
new areas of NOIP's activities will gein importence. In the first
place close contocts with Nigerian enterp.ises which ore planning
or are already engaced ir the negotiations of technology agreements
are being os.ablished. In an effort to further improve the
negotiating copacities of Nigerian enterprises, the Office is
currenily workina on the guidelines to guide enterpreneurs while
negotiating technology agreements with their foreign partners.

Such guidelines will also grectly enhance the quality of technology
agreements that are submitted to the Office for registration. Furthe
eactivities in that field include speciclised workshops on negotictin
technology agreements at the enterprise level. NOIP alsc plaons

to lanch regular publication for the Nigerian enterprises aimed at
st-enghtening their negotiating copabilities and morc effective
vtilization of imported technology.

The registration of technology aagreements should be merely treated
aos the beginning of technolouy tronsfer process. The most important
stage comes later when the foreign technology is being properly
ossimilated by the Nigerion portrer. Therefore, NOIP will further
extend its functions towords continuous monitering of the implemen-

tation of technology ogreemants being registered.
o.o/‘7
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16. In the recent period, substanticl e
technology transfer regulation within the fromework of Nigerian
Science and Technology Policy. Since the substantiol shore of
technology transfer agreements involves foreign equity participation
there is a definite need for co-ordination of policies and the
octivities of relevant government agencies in these 'two inter-relat:
arecs. In the long run, technology acquisition should contribute
to the expansion of manvfaoctured exports from Nigeria. At the moment
the Nigerian enterprises buying foreign technology are almast
entirely oriented towaords sotisfying local demond. A definite step
should be token by the various government agencies and institutions
in colloboration with NOIP in order to expand manufactured exports

based on acquired technology. This in turn will lead to the
improvement of the balance of payments reiwiedtemihe—improvenurt
Wroloted to the transfer of technology

progromme,

VI. INTERNATIONAL CO-OPERATION

-
~
.

My presentation would not be complete without outlining the role
of international co-operation omong developing countries and the
assistance provided by the United Nations Industrial Development
Orgenixzotion (UNIDO) for the establishment of the National Office
of Industriol Property. In this connection, I wish to mention that
UNIDO has provided immense assistance towards the establishment and

effective functioning of the Office.
eeo/18
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This year alone, UNIDO has provided- five foreign experts from
similor offices in other developing countries to assist in the
training of the newly recrvited staff. It may be mentioned here
that even at this moment, one of the UNIDO experts _from Polend

is with us. The Office has found the contributions of these experts
extremely vseful. The regulatory functions of the Naotional Office
of Industricl Property are being substantially enhanced through
training programmes, publicotions on licensing motters, and access
to external source of information like UNIDO Technological Informatior
Exchonge System (TIES) aond bi-lateral co-operation schemes with
similor Offices in other countries.

VII. CONCLUDING REMARKS

I would like to conclude my presentation by offering specific
suggyestions for possible co-operation between the ?otionol Office
ot Industricl Property and institutions you represent. Since ve
Jro going to be involved in the evaluation of induatrial project
olthough looking on different sides there is ¢ room for exchange

of experience and resulis of analyses conducted. I would therefore,
suggest that while evaluating industriel projects invelving
acquisition of foreign technology, you shall make an enquiry whether
relevant cgreement has been already registered or submitted for
registration to the NUOIP. In such cases the results of our cnalysis
may prove useful for the evaluvation of the entire project. In turn-
we sholl make necessary arrangements for usln*t%ur purposes the

results of evaluation conducted by your institutions. The co-operatic

and excahange of experience may have more . jenercl character end

eicompass methodology and techniques applied for eveluation. /19 |
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In thot respect, I would like to emphosize that you are always

velcomed in the National Office of Industrial Property.
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ANNEX 3: Guest lecture:

Case Study of Evaluation and Registration of
Technology Transfer Agreements
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A CASE S5TUDY OF EVALUATION
AND REGISTRATION OF TECHNOLOGY TRANSFER
AGREEMENTS

(Prepared by the National Office
of Industrial Property)

Lagos, 1983,
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1. Hansa International Limited is a United Kingdom based

[ |
1 kubber products and plastics Manufuzcturing Company. Hansa
l Continental is its wholly-owned subsidiary also lLased in

i U.t.e It has in its possession some of Hunsa International's
‘ know-how in the manufacture of plastics and rubber precluctos.
[}

The two constitute the licensor under tlic gbove agreemont,

Pansa (Nigeria) Limited is a private joint-venture

1
l enterprise incorporated in Nigeria with 51% Foreign Capital
: and 49% Local Capital. Hensa (Nigeria) Limited entered into
i separate agreement, with both lansa Internationcl lisited awid
tarsa Continentel Limited under whichi toth shall supply it wit!
I a1l infcroaticn processes and inventions together with the scl.
-' rights to manufacture and deal in various rubber products and
Flastics. Hensa International on its own arnd through its
I subsidiary (llansa Continental), following the date of the
agreement _rent to Hansa (Nigeria) Limited registered user
richts in respect of Trade Marks and Repistered Desipgns. The
- triangle below depiets the know-how supply psttern:s.

3 ore s Continental Hansa International

1000 Dutsigs parent company
(KC) (HI)
of Hansa \Internatijonal.

U- +<~ &) /é?

o
I
q
!

| l 2\ /4
-1
|
l

o
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e - wreccement between Hunsa Internctional and Hansa
T, i
(Nigeria) Limited.
L ]
IS IO = Agzrevneet Letween ilanca (liigeria) Limited and Hansa
Continental UK,
The z2reement between Hansa (Nigeria) Limited and Hansa
continental draws ecuiial  fees to that between the former and

Hensa International.

REHUHERATION

In consideration of the licensed know-how information and
otlier grants Hansa (ligeria) Limited is obliged to make the
following payments:-

(i) &% royalty on P.B.T
(ii) 27 on net turn over for use of Industrial Property Rights,
(1ii) &4 buying coumission on f.o,b, invoice price on raw
materials,
(iv) Settle all forms of insurance, freight and registration
charzes incured in the process of implementing the agreemcn

Under the second agreement, with Hansa Continental, Hansa
(Nigzeria) Limited is also obliged to make exactly the sane
payment as above,

tf'rom the attached fees capitalization sheet, tnhe two sets
of payments contitute 8% each of licensor's profit. And since
both sets of payments are made against the same financial figure
of the licensee, the aggregate payment becomes 16%. Given the
licensee's discounted profit figure N13,666,070 the licensors
share of it is N2,186,912. On its raw material import avarage
{i, ure of KW10,000,000, 4% buying commission due to the licensor
constitute WG00,000, By the time other charges on insurance,
“relpnt, registration fees, and training of its personnel are
Laken in to consideration, the total commitment annuaslly at the

in.tnee ol the licensor would amount to W& ,000,000,
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TassTICH

The two agrecaments provide that all payments due to Hanua
International Limited shall be free of "Withholding Charpes®
"taxes" and "deductions whatsoever'"., This is because Hunsa
Tnternational shall pay same in U.K. However if il is r: ress.o
tc do so the agreement obliged Hansa (Nigeria) Limited t. . cttl.
such payments on its own.
CURATICHN

The first agreement entered Ly Hansa (Nigeria) Limited
and Hansa International of U.K, was twenty two years ago, for
two ecmal terms of ten years each. The present one is the thir.
During these periods, from Hansa (Nigeria Linited's records,
the national content (Value Added) of its products grew by 7 .
Its raw naterial import figure grew by 3007, while its exyort
firure rewmains at zero,

GOVERNING LAV CF THE AGREEMENTS

As provided for in the two agreements, the governirg law
of tlLe zgreements shall be the law of England. Despute shall
accordingly be settled in U,K. in accordance with the
arbitration law of England.

MIOOTNG FRCVISTONRD

The agreements made no provision for the following clauses:
(i) Clause warranting the licensed information processes,
(11) a training programme clause geared towards the development
of the skills of Nigeria,
(ii1) a research and development programme geared towards the
development of local raw materials,

ANCONACHDATTONS BY NOTP

The agreemer:ts contiiiing the provisions such s thoce
stipulated above and the non-inclusion of sone vital ones, would

only enhence the maximization of the returns on the licensor's

(ttinsa International Limited) know-how at the expense of both the
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ceture partiers ardd the noational economy.  The

iy

i tiee control ol the enterprise would tloo be Jdifficult

Giee v antteecd 21s used by the irm and the law joverniog
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free s vecnents cre as foreign as tie Fnow=how itself,  The
oidenY OFfice of Tndustrial bPropesty playing its role of
Crreeliing and registration of Technology agreenents mude the
Uollewiteg ecommendations:-

-5 Lt oa obause be incorporated in to the agreesert

e tinge the licensed inform tion proecess and inwve: tion.,
(&}

o

Cor the g osufacture of the licenaed pocds,  This el use
i i1 mike Hansa International 1iable to @21 losa mdi/or

durgres suifered by the licenses as o resuit of faulty

o pemey mmw N (MR G
-

inforsation processes, supplied by it,

0 thet a comprehensive training programme for Hansa (yeric
[Limited's personnel be incorporsted into the agreencit,
Tiw prograwne among other thinzs should state the [ield,
caiibre of staff, and duration of the such trainir ‘s,

{..) th~t a research and development clause geared towards the

developaent, of local raw meterials be included into tie

revaent in view of the fact that substantial ot ~or
el materials would Le produced locully.

(:1)  thast 1 clause granting royalty free improvements to the
licensce be incorporated with *he agreement in view of
the changing nature of technolegy.

The parties to the agreements have accepted this and the
other three recommendations above,

() the office further recommended thzt the two aprecwments be

werped into one or the licensor proof thet two distinct

N -~ N
oun G SE R EE s —

iclformation processes are needoed to manufacture the ralber

products and plastics respectively.,  and 11 so, to guatity
1Lt both processes involve the identical tecinoiopy
tiereby drawing identical remunertion.  To these

! ohservations, the licensor accepted the mecper of the tw,
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(1)

(e)

(h)

intervension of the Office, half of the nearly W4 million
remitted has been saveé.

that all fees earned in Nigeria should be taxed according to
the Nigerian tax law. 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 recomuendation
that the duration of the agreement be reduced from 10 to

23 years, since from records available, the durations
(1962-83) played 1little role in getting the technology adapte:
in Nigeria. The parties to the agreement Lad agreed to the
reduction of the term of the agreement but not to 2% years in
view of recommendations under a, b, ¢ and d above., According
to them, a period of five years is needed. A term of 5 years
therefore was approved for the agreement,

that the law governing the agreement as well as despute
arising thereof shall be the Nigeria law. This recommendation
was accepted and effected accordingly.

CONCLUSTONS

From the foregoing it 1s evident that forelgn Companies
typical of the ones under study, by dqwn-playing the
relationships of parties'to technology agreements and making
ambiguous provisions are able to maxfuize their remuneration
to the detriment of the local ventufe partners and the nationa
economy, For instance, the know-how to be supplied by the
two licensors in question are vaguely stated as'all
information process and inventions together with the sole
right to manufacture and deal in various rubber products”
and "plastics", The subsidiary Company and the parent firm
under this arrangement also assumed distinct identities

thereby justifying the remuneration attached to the two

agreements,
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LOTE i the evaluction of the agreeiie. was able! to determine
thie contradiction and ambiguities in the said agreewents and
accordingly called for their merger and ammendment. After a
series of consultation with the representatives of the Companies
concerned, the agrecments were merged and amend. ! and approved
somre foreign exchange
thereby saving/in the tune of N2 'million, in addition to the
adeqguate protection made for the licensee .

Bearing in mind that from a single agreement this Office
could save N2 million, thezgggﬁgyto have lost millions of naira
in foreign exchange to foreign Companies before it was recently
estsblished, Furthermorezsgfice was able to get stringent
provisions such as those regarding supply of raw materials,
governing laws and durution of the agreement relzx>d, This, with
the incorporation of research and development, and training
programmes geard towards the development of local raw materiials
and the enterprise's personnel would enhence the adaptability
and profitability of the venture for the larger benefit of the
©:COnoumy.,

At this Jjuncture it is safe to say that, while technology
transfer Agreements can be a vehicle through which a country
could have immediate access to advance means of production and
cortrol over such means, 1t requires a regulatory role such as thu
played by NOIP to make the achievement of this noble goal a
reality, The establishment of NOIP is thus an important step

the
in/quest for technological and industrial take-off by the country,




ITALTIZATICH SHEET

1979 1980 1981 1582 1983
Discount Factor 1.46 1.33 1.21 1.1 1.0
et Profit 2.051,C00 1,817,000 3,700,000 1,800,000 1,8C0, 000
MNet Sales 5,013,000 9,212,000 10,800,000 14,800,000 14,800,000
ZiPV Sales 7,318,980,.000 12,251,960 13,068,000 16,280,000 14,800,000
NPV Profit 2,994,460,000 2,416,610 4,477,000 1,980,000 1,800,000
ENPV Sales
63,718,940
ENPY Sales
ENPV Profit
13,668,070
PBT = ENPV Profit = 24,851,036,36
4% royalty o7 - 2,851,036 x & = 994,041.45 = R
1 .
2% on net turn-over = ENPV Sales x 2 = 63,718,940 x 2 = 1,274,378,80 = R2
o 100 bl
R R, 2,285,350 53
IA(SF.P = 1 = 1 = 9008
T+Te 71.96
FRY = 1 = ISEP = 0,08 = ,32
- - .. [--...... r» T - '“ e r”’ 3 '. - . r
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ANNEX

4:

Guest lecture:

"Sources and Quality of Data for Demand
Forecasting in Nigeria"

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 FORK DEMAND
ORECAS N 1G

I ~ INTRODUCTION

The evaluation of an industrial project consists of
three brcad aspects - technical, financial and economic.

While these three areas do not fully exhaust ali 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 prcject a reality. Such facilities include land,
pasic 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
determine the marketing prospects of the project. Economic
analysis evaluates the worthwhileness of the project from
the viewpoint of the national economy particularly in relation
to the basic economic and social objectives of the country
as a whole,

My brief - highlighting the sources and quality of data
for market evaluation - relates to a significant aspect of
financial appraisal. As a matter of fact, demand forecasting
represents the first step in the order of evaluation of any
project, Before putting much effort into the eppraisal of

any project, an attempt must fir:st be made to find out
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whether its output can te sold. Much valuable time and effort
must have teen wasted if after completing all the other details
of the appraisal, it is sadly discovered that the required
market is either not there or is inadequate to accommcdate

even the minimum technical and economic scale of operation.
Issues of marketability of product and cutput must, therefore,

be resolved before embarking upon a comnrehensive appraiszal.
o 2

II - STATISTICAL RENUIREMENTS FOR
DEmAND FORMCASTING 1 NIGERIA

In an economy like Nigeria with a rather unstable
investment climate, demand analysis can be very arduous and
cumbersome. This is becauce for any such analysis to be
meaningful &nd rcliable, it rust erbrace a wide 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 projecc as this will guide the analyst
immensely in his quest for information. Demand patterns often
vary with the nature of products.

Factors influencinz the demand for consumer goods vary
from those of intermediate and capital goods. Even within
each group, there may be differences which are basic to
demand projection, For example, consumer durables anrd non-
durables have factors that are common as well as others that
are peculiar to each group. A product that is light in
relation to its valuz ray enjoy a national market owing to
its relatively low trun-portation cost whereas the one that
is bulky in relaticn to its value or fragile may have a
more limited, local, market because cf high transportation
coste, It is also necessary to know for which income group
the product is primurily meant - low income, middle income
or upper income; rural or urtan population; public or private
sector. The nature of the product will determine the

requirencnt o from the tollowing rain types of Aata:




i. Quantitative data

The most direct statistics four demand forecasting are
the time series of physical quantities of local output and
imports 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 prexy 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 present but alse include potential production.
For example, any demand forecasting in Nigeria for beer or
soft drinks (where the number of projects undergoing implementa-
tion 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 gronssly misleading supply gap. Any investment
decision based on such analysis may end up in disaster,

Another very essential 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, wholesale prices, retail prices
and (in the case of internationally traded products) free-on-
hoard (fob) prices (for products meant for export) and

¢ost = insurance - and - freipght (cif) prices (for import-




zubstituting products). t should be ncted that price
statistics are much more difricult to cttain than preducticon
and import statistics,

Apart from production, import and price data, there may
be need (depending un the nature of the procduct) to consider
macro-economic data which also influence demand, These
include national income, customs tariffs, excise duties,
household budgets (rural or urban). Availability of such
macro-economic data permits the use <f mecre elaborate
techriques of demand forecasting.

ii, Non-Quantitatcive Data

In a country iike Nigeria with a rather unstable
investment climate, demand estimation must go bevond the
analysis of numerical data to include all the qualitative
factors prevailing in the environment of the project.
Depending on the direction of the swing of the national
economic pendulum, thé Government may prohibit cr liberalise
the importation of the product. Many projects were set up
to produce building materials including ceramic sanitary
wares in the country in response to large-scale import
restrictions only to find the door widely opened to importation
of building materials shortly after they began commercial
operation, The reason for the import liberalisation was the
need tc facilitate the execution of the housing programme
by the Civilian Administraticn. Many such projects were
hard hit until the oil glut and the recsultant austerity
provided some relief. Demand analysis should, therefore,
examine the legislative and administrative environment of
the project and attempt to project likely trends in that
respect,

Similarly, any physical or political barriers to the
free flow of ponds mu~t b econgilered, VWith inadequate

infrastructural facilitics, L omay Lo difUicult for the
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product to enjoy a market much wider than its locality even

E If it is a2 bulky product mainly consuwed by thne Govermment,
such as crushed stones and 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 other breweries would deliver to their dealers

and also collect empty bottles back, that brewery insisted

on its denlers taking delivery at the factory and returning
empty boltles on their own which most of its dealers found
very inconvenient,

Qualitative information is vital to demand forecasting

and should never be ignored. Despite the problem of

l

I

I

I quantification, it can be used to modify the quantitative
results ottained from numerical forecasting. Just as at

l 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

1' investment decision,

IIT - SOURCES AND QUALITY OF MARKET
! sERTA

very weak statigstical base, Almost all research activities

l Like some other developing economies, Nigeria has a
r are plagued by the limited quantity and quality of available

statistics, It is virtually impossible for the market




I analyst te cbtaln adeyuate stotistics froc existing pat liszhe!
-
2nd unpul lished gources, He invarisbly nns to undsriake sone

.-l cirvey to supplerent whatever he can get Ireo: o nis stuly

I cef existings documents. Ve shizll discucs these twe approaches
in turn,
1
-—' A, Data from Existing Documents

The studv of existing infcerrmaticn er dezk research, cin
-
tzp data from a2 wide variety oI sources as fecllows:

' a, Official sources: Data cn macre-econcumic information

such as national income, imports, ccnsumer price indic

[t}

5
and industrisl Prcductien by sub-sectors can be cbtained
frem the follewing official publicaticns:

. - 1. lNigeria Trade Zunnary, nublichied by

Federal Office of Statistice (i700).

\ 2. Arnrnuzl &bstract of Statistics (FO3).

. [Digest of Statistics (Fos)

L. Fconemic Indicators (F03).
S. Survey of Industrial Production Tate (FOS).
G.  Economic and Statistical Review (703).

lilreria's Frincipal Fcencemic and Finoncisl
: Indicators (Zentral Fank of {iireria,
I Research Department),

I ~ 8. Review of Fxternal Trade (F0O3)

9., Composite Price Indices (FOS).

l Official information on prices are l-ckins but data
on tariffs and excize duties can be obtaincd from the hoard
of Customs and Txcise,
I However, tre use of data from official sources demnnds
L
cautien, The desrce nf reliability is usually lew.  Frequent
I chances in the rulcs of data callectinn make corparability of
serics rearinmless. A esnsistent trend can hardly ever be
1
r deterrmined from efficisl dat:

- Lo Lhe cxintonce af e ine Lo v ob e o gt boep €
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years., Nc wonder the ecconamic expert comrissioned to write
Uirerin's First Nationa2l Development Plan, Stopler, wrote =2
booxr on his experience of statistical handicaps entitled

Flanning ¥ithout Facts. The main problem is that the Federal

Cffice of Statistics has been given a lepnl monopoly in -Adata
cnilection such that n» other hody can venture into its area
of “furisdiction, For example, the Research Department cof the
Cerntral Bank of Migeria used te provide very useful information
cnoconsumer prices until it was forced tc stop bv the Governnent.

k. Goverrmment hgencies: Userul market data can zlso be
nbtzined from certain Government research agencies and
d:velopment finance institutions. The Niferian Institute
cf Bocial and Deonomic Research (I11TSFR) ks a2 Censultznoey
SJivisicr in Lages whic has undertaken a gocd number of
useful studies, The rederal Institute of Industrial Research
Oshodi (FTTRO) also has nmony vaiuable decuments . So doe the
major development finznc: instituticns (DFIg)., The recaords
of DFIs are indispensable when it comes teo assessing potential
prductien through the prnjects in their pipeline,  The
Industrizl Division of the Central Hank Research Department
also undertakes relevant studies which the demand znalvst
wenld find useful.,

(3) Internatiocnal fgencies: Refererce to the documents
of internatioral agencics could be birhly rewarding, In
this respect, the UN Yeurbock cof Tndustri::] Statistics, the
UNILC Profiles of Maruficturing wateblishments, the Inductrv
Profiles nf the United States Tepartment of Commerce (to
rention a tew) arc useful., 5o are the docurents of the iorld
Donk Recident FMission.

The na jor weakness ot such Aats, however, is that data
are often pubtlished as they are obtained frer the Government,

with 11 the limitations of official «tAt iotics

2
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1 the Parnufacturers! Ascociation of ireria have statistio:z

thnt are superieor to thase in ofricial a-cumentaticon,

(2) Frivate Resenrch Oreanisaticns and Jonsultants: Qele-
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vant doccurments in this zrea include ICCGHD Yerchant Barnker:s!

I8CY which gives details of a geod number of manufacturins

enterprisec ani the Industrial Frorile of Hiseria preparaod

by Skcup (Consultants) for the Federal Ministry of Industirics,
(6) Newspapers: Scme weekly newspapers are oi inmense

i o)

uze to the derand anzlyst, They include the Business

~

Concerd, DBusinecs Times and Finarcial Dunch,  The Lavion

Inancial Times aluse provides seree useful priceo inforuation,
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the information ottairaed Trom existing
documents, the demant anzlyst may-have to ceoriiuct o curvey
tn obtain beth guantitative armd qualitative data, H2 ooy
need to survey existing enterprises producing the preotuct

to obtain data on cepacity, cutput, sales arnl pricss and nor-
quantitative infereation cn consurmer feeling, maretine
strategy 2nd effect of the 1hn1;lztlve and economic

preducers is tena large fer CCFW7ﬂ1v

environment, VWhere the population of Cxlqtlhﬂ/CC”QrdﬁO,

z sarple hzs to be selected,  The Industrial Dircctory

the Federal Miristry of Inductries, the Manufachurers
Acscciation of Nirerin's 'hﬁ ["ikes “hat in 1 lﬂﬁrl“ ICCH o

INCH nenticned above =nd Jikerzult Manapement, Services

Limited's Mireria Compary Hoandboee miny

L rneln in sarple

.

sl “aar cwm—m—— o e

celection,
Howeyor, 0h chonld be netod tial oyt supveys can bas

very cnstly,  Vorcover, ito ucefuiness depends on ouch facetors
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