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August 12, 1968 Ef'

To: Mr, R, F, Brudkart
}Ir. Cl J' Hurst
Mr, D, H, Rimbarling
Mre Lo A, Sanda
Mr, T. J, Shambaugh, Jr,

Froms lloyt C. Covington

Subject: Projoct Rerorting Requirememta USAID Order No, 43

1. Peferonceas

a, Memo Covington to 211 Advisors, July 16, 1968,
Subjectt Project Pencriing Renuiranentg= USAID
Order HNo. 43

b, Mcauo Hawbaker to Covinghen, u"y 29, 196
SubJCCv- Cest/Sonefst AnalysiseZaria INC Lud
atbached Hmo, lluemam, DU, Lo I.n\.L\.u:r,

23 Juliy 1903, come cudlech (ALlacliacata Hoa, 1
and 2),

e Nelorence 1, b, pomaranduss Sioa Ve, Havhaker and
Mr, }'ucs:_a'm clnins the twigcnt rozd feor hard data reparding
mezsuarable cifcet of the IDC ea inmcrerzo in industry, In vies
of their concern over AZD/MMs rozetion to bthits srojeet, :nd the
Jimdted aveilability of such inlocmtbticon, Ref, 1. a. list of
meacwrenabs for incluoicn dn cudject rq,o*t is aumanded by ths

additicn of the follovdng nesdincs:

~ L e - : .
(3) 3:leo of now rrscus

3, -.lt‘;;ou;_;ix dre Howbokor vt rrevicusly informed of the
lack of = ‘:Pii:‘idcbcry collicting nechandom, csher difficultics
mvolvud, znd of the lirmdted rezulbs of the Dircctarts previsus
cfforto for .r;ethc*-:?.nr; of cubstantlead hhrd dota from the emall

Latd)

cabrerrencwr, acslcted by the IZ5, witheut more such data we are
in the Cifficult position of f"ﬂ"md.ﬁng the IBC on a theorctica)
rmther thin acturl bosiss It f9 thrupght tht, under the cirgum-
strnees, ypending o nere effective pothod, there 15 mo adtermative
o owr cvty cffort to ¢ollect o3 much of such hard date as is
rracticsile to collect ot tine of vi-zits to rrojects,

Attach? L. Mmo Haubaker, 29 July - Subs: Cost Benefit Analysis

A, Heo PR, 23 July=-Subs Ceczé Benefit Analyeis
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Hnnanolal Arvangenents 1rith the Teon

Arrangcacats have been made to P2y tho t2om 4to romuneration oand
reimbursement fer cxpensco cvery two weeks, the firsd poy perdicd ending
on July 15, the sceend on duly 29, Tho attached voczlrts reflect,
therefore, the myaat of a rem cratien of 3 5 por uack, znd of tho
volmburseuend lor travol and other Cxpenses reluated to the project for
those poricds,

Mnor difficulties - rise in sceurdng & fully wocumented financial
transaction, that might not be experienced in cthor places, Apg for
cxemplo, texi drivers er other service rcrsennel vhen acked to cign
a reeedpd Ivequently refuso to cign, coract cim, or will eoree to
ol cnly if addisional mency s cifered 4o thin Jeo colng co, Tather
than authorizing cshorblian poyments for the :rivilege of sceurdng a
signature, I have rcouested o vritten stateac on the rear of the
recedpt when this occurs, and if ths s concerncd is conslstent with
going fces fer such services, have agrced to rei=Murse Tor thot onound s

" P vt ot ; Tvemd e .
Diflicenldtics I huva cxpericaced In czcurdng a buoincss-1t)a h mdiing
[ AR G RPN A - . e 1 3 R Ry Ty b m bde e
of finznclel mattors 21a rradualldy Beling cvoroons hub cleng whentlion
R G d N P o ey oy -~ ~ . & ~e, - T ymons
Lo thome mllers, cven Tor smail SUng, convinuons bo boocoouired,

SITOATY

Mo maoifenlar at%emnt hna besn neda hers to d2dncate 211 tha rochlems
thot hove orioon 4n Imnlonenting thig iToject, tub thorg hava beson many,
Fortunately they kavo not hesn o2 tha roturs thah vautd ccricunly inpcde
tho 1regrcss ef o pregrti, end o have, w to ner, advanced wiiheus
2 for intorferance, All<ineadl, I onm fairly 1211 pleoascd wlth our megress
el em cenlldent that wo Ay cenbinue sufficicntly woll to atiain the ends
wo are secklng,

Richaxd P, Druckert
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By the earfg 1 60 s, southern Nigeria had signifi-
cant incipient small industry and northern Nigeria needed
to move beyond the role of supplier of raw materials in
exchange for imported finished products. The small
businessmen in most parts of Nigeria were still essentially
working under generations-old handicraft traditions both
in production methods and management philosophy.

Proposing to develop and strengthen the small industry
sector, AID financed the Indigenous Industry Development
project with a commitment of $2,280,000 and a Nigerian
contribution of $565,000. The project began in 1961 by
offering training to selected businessmen or potential
businessmen in a number of basic businesses (metal shops,
bakery, sewing, furniture manufacturing). Businessmen came
to the centers and some center staff visited businessmen
or potential entrepreneurs.

The project was judged at this point to be a failure.
Not enough new commercial activity was flowing from the
activity. Clearly changes were required. The training
took businessmen away too long from their businesses and
exposed them to new production mechanisms they couldn't
use because of shortages of capital. '"Potential entre-
preneurs'" were hard to spot.

The project was redesigned to drop trying to identify
"potential' entrepreneurs and to provide both technical
and capital assistance to existing small businessmen wno
had clear needs and, often, who proved in the classroon
that they knew how to take advantage of new management
and technical improvements.

By the late 1960s a revised project linked a credit
program originally organized by the Ford Foundation, the
technical assistance of the Industrial Centers and the
commercial banks. Loans to small businessmen, a sector
previously not at all served by the commercial benks,
became possible if the Centers approved the project as
technically and managerially fecasible and if (through
Ford Founcation help) the loans were guaranteed by the
participating Nigerian states. This new combination of
technical and financial help proved successful.

Over time, the guarantee feature was reduced and the
commercial banks came to rely more directly upon the
technical recommendations of the industrial centers. An
evaluation by AID in 1971 concluded that the costs of
the program were well exceeded by its benefits. At that
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time some 96 small industries covering over $1.5 million
in new investment had resulted from the new package of
assistance. The Centers' Pre-investment Proposal Studies
resulted in 130 loans for a total investment of $1,742,000.
The staff had presented machine shop techniques to almost
2,400 Nigerian entrepreneurs and trained fourteen counter-
parts. Because of evidence of project success, AID ended
its role in 1972,

The World Bank considers this approach to have been
extremely helpful, At the request of the Government of
Nigeria, the Bank is currently exploring the possibility
of building on this approach and i1s planning to work with
the Nigerian Government to expand the coverage of the
program across Nigeria. '

P?C/E/S:CClapp/rac
3/1/7¢9
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The above documents have provided AID/W with historical and
current operating details about the Zaria Industrial Development Center
which are greatly appreciated. A review of these documents by the
interested offices resulted in the following reactions.

AID/W planning and the C.P. looked to a wind-up of this project
by June, 1970. The reasoning was that the project would have been
supported by A.I.D. for five Years at that time, and the then appraisal
of the cost-benefits did not warrant continuance.

The above documents have assumed continuance of A.I.D. support to
the project through FY 1971. With & new American project director who
has revised the approach of the American staff, with a Nigerian
counterpart for each American technician, and with the interest of the
Federal Government becoming an important factor, the USAID has provided
estimates for the extension of the project through Fy 1971.

While sympathetic to the situation described, AID/W submits that
a justification is necessary for extension, in light of the decision last
year to terminate in June 1970. The proposed exteusion will require
specific reasons for changing this decision. The points which AID/W
suggests need strong and positive support, are the following:

a. Federalization of the Zaria IDC. This is "anticipated".

To justify extencion of AID support, firm informatioq on the status of
"federalization" must be given, and what changes this would effect in

the scope of the project.
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b. State support. Ir Zarie IDC is federalized, what will be
the result in terms of support by the six northern states and the
extent of their cooperation, Specifically, how is it planned to
involve each of the states in terms of manpower, money, and material.

¢. Peace Corps involvement. Involvement of the six States and
their commercial officers opens the Possibility for a new approach to
the Peace Corps. Can they be persuaded to participate on the state
level and to provide PCV's specifically trained in industrial development
techniques? This involves men trained in engineering, finance, marketing,
accounting, sales, and similar talents. PCV's could be stationed iﬁ each
State with central supervision from Zaria. They could help monitor
SIC loans regularly.

d. Federal-State funding support. Paragraph 088 of the PAR says
that the loan service for small industry "was discontinued in March 1968,
Plans for establishment of necessary government credit services are
under active consideration by each of the six northern states and the
Federal Government." Obviously, this is not a satisfactory situation.
Specific information is required as to the deposits of funds by the
States and the Federal Government.

€. Paragraph 094 states that "Present authorities responsible
for the project have not displayed either the intent of‘capability to

sustain and expand after termination of U.S. support. Federalization

of project is planred as corrective action." (Underlining supplied.)

This situation does not bode well for Federal-State relationships. The

lack of interest by the States may be detrimental to the argument for
()/)(n e m(‘,(‘a_,-/—

extending the project. oOn this pcint,[?ositive reﬁult§7must be obtained

to justify extension.
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The Senior Advisor plans to work through Commercial Officers and
[ZA N e Oy A e e e W g g L S o e

expand the program in terms of "businesses contacted and benefited."
S S W N W W I e W e e S T

This new approach should be explained more fully in light of the
problems raised above. It appears that it is desired to concentrate
more effort in Zaria rather than to cover the "wide ares" in the six
Northern States. Does this mean more concentration on the training
aspects of Zaria rather than on-the-job assistance to businessmen?

The IDC has added :.; Agro-Industry Advisor to design and develop
farm machinery. A fuller explanation would be aporeciated. Should
not even more effort be devoted to developing agri-business? The Senior
Advisor should develop a Work Plan and indicate his priorities for each
technician.

Zaria counterparts have been trained at Cambridge by A.D. Little
but have moved on to other Jobs. The Nigeriarg must assume full control
of Zaria in the future. Should not special effort be made to train
counterparts at ADL and to obtain commitments from the Governments that
the men will be retained at Zaria on their return?

A marketing curvey was done by students of the Institute of
Business Administration, Ahmader Bellc University. Looking forward to
the time when Nigerians will run Zaria, shouldn't more effort be made
to involve the faculty and students of ABU in the industrial development
at Zaria.

The small industry loan operation by Ford Foundation has terminated.
The Ford Foundation provided financial technicians to the small loan

scheme, but apparently have discontinued this help. What is being done
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to replace the technicians from Ford Foundation? Are Nigerians now
sufficiently trained to run the loan program? Who will run the loan
operation of the six states? Will t@e Federal Government provide the
bank technicians or will the statesgﬁfin TOAID A-413 it is said on
page 13 that the "loan portfolio (of the former loan operation) is
currently being divided and turned over to the six states as a nucleus
for beginning their own individual state small industry loan scheme."
This statement should be reconciled with the apparent desire of the

57

Senior Advisor to concentrate technical work at Zaria.f/Paragraph 08¢
of the PAR points out that "plans for the establishment of necessary
government credit services are under active consideration by each of
the six northern states and the Federzl Government." Businessmen in each
state would have a local credit institution to visit. How can the
technicians at Zaria help 1t review these loans zt six locations ana

give the continuing help needed and supervise the operations of the

S
loan after it is granted. 'When 09k says that "Federalization of project
is wlanned ac corrective actioq)” Loes this mean federalization of the

credit schemes in each one of the s5ix states? Does it mean

™
19

ederalization
of the portfolio being distributed to the six states? Why was the
Portfolio of loans, mede centrally originelly, disbursed to the six states?
Some study of the meritc of centralization vs. decentralization must

have been made. Or, was this purely a political decision? Is it a

good one?



