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(iv)

ABSTRACT

This research work is concern with evaluation of
the performance of Kano State Investnent and Properties
Limted as the Test Case. The nost significant feature
of the institutions is that the organisation claimto

operate on purely Commercial principles and investing-
only in projects which give promse of adequate financi al
returns. But political factors fully determne their

| ocations and their investnent choices are devoid only

on political considerations, so as to go in Line with the
State devel opnent plan objectives. Due to this factor

I nvest ment apprai sal techniques and other factors are not
bei ng given the enphasis they deserve in determning

I nvest ment s.

In addition, the conpany is not haven an efficient
portfolio conposition. And at the sane tine the Conpany
Is not observing the rules of diversification of invest-

ment .

Funding is another factor that help in crippling
nost of this Developrment finance institutions of which

Kano State Investnment and Properties is also a victim
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CHAPTER I

INTRODUCT ION

|+ GENERAL INTRODUCTION:

This project covers the roles of development
finance ingtitutions, statement of the problem, aims
of the study, significant of the study, scope and
limitations of the gtudy, hypothegis, basic assumpt-
iong, research methodology, definition of terms, and
plan of the project.

1. % CE

BOLES OF
ADMINISTRATION:

The rapid growth of development banka, or
other development finasnce ingtitutions or corporations
in less developed countries (IDCs) is a phenomenon
of the period after the second world war, and their
numbers have increased greatly with the attainment
of independence by colonial territories. The demand
and gupply of these ingtitutions have therefore
acquired both economic and political dimensions.

Therefore, the term "development finance
ingtitutionag" is applied to, a lot of ingtitutions
which have in common the objective of providing medium
and long-term finances for productive inveestments and
which usually also provide technical advice needed

to formulate and carry out such inveastment.



and carry out such investment,?

Development finance institutiong conld also be
defined as "those fTinancial inetitutions primary concern
with equity capital and with fostering and managing
specific companies as well as providing financial

supportoa

According to I, Diaku in his book, he definsd
development banks as those banks that provides medium
and long=term loans and guarantee loans rrom foreim
sources; mobilise and channel dcwestic savingsz to
profitable investment opportunities; participate in the
provision of rigk capital for Loéul enterprigses;
promote the growth of a domestic capital vy selling part
of their own shares or porticlio to the publie, and
participating in underwriting and guaranteeing operationg
depending on the particular environment, a development
bank may alse provide short=term advances in a zituation
where svurces for such finance are nbn—existent; They
may develop iudigenous envrepreneurial gkiles vhrough
training Tacitities and provisgion o% consultancy services;
where circumgtances warrant, *the bank showrd enter into

the field of identification of produc.ive investment

8. Wiiliam Diamonu = DEVELOPKENT BANYS ( 1957) P.1
Jonna Press.




opportunities in the country, and develop and promote

projects on its ownez

Even though the uwbove financing activities are
by no means regtricted to industrial development
projects. But, this will not wake us to belief that
development wvanks have no any development activities,
The de?elopment banks have gome development activities
which'are considerably ramified, ranginug from over
coming the supposed critical shortage of viable
projects and lack of management and technical skill to

the fostering of capital markets.

However, since economic development thus, was
hoped,has been 1mpeded by severul ghoruvages like eapital,
ef fective instruwents for channelling available savings
into productive investment {sucih as capital market),
management skills and even of viable projects,

Therefore, the goveinments of an inereasing number of
developing and under-developed countries have creaved
organisations of “development corporatiuvns" These

insgitutions have uaken forms su diverse that despite

frequent similarity of formal title, they have often



like the New Nigerian Development Company NNDC),

Bastern Nigeria Development Corporatiun (ENDC), Western
Nigerian Development Corporation ('MIDC). Today almost
all states in the federation have their vwn investment
ingtitutions. Tnese institutions are expected to prutect
the interest .f vhe government and to promote private
egtabiishwents. The support given vy these institutions
engures that privuat. sector gruw.h 1s not allowea to

become = gituatcd wunde: tiue pressure of resource shortage.

These institutions ..ave wade gaint st.ikes in the
discharge of their duties. They have given out shorte
term and long=term finances to a 1arée number of industrial
projects in the country, Similarly, they have succeeded
in some extent in the removal of technieal and managerial

bottlenecks to industrial development,

In the field of investment their activities include,
investigation of new investment opportunities and getting
businessmen to be interested in them; development of
vaguely conceived projects brought to them by promoters;
general assessment of economic viability of industrial
projects from technical, financial and economic standpoints

and the provision of professgional assistance to projects.



Finally, the role played by development finance
institutions in Nigeria can not be over-emphasized.
They have assisted in all sectors of the economy e.g.
manufacturing sub-sectors including textiles, food and
beverages, wood products and local resources based

projects which yeild a higher economic rate of Retumn.

1.3, STATEMENT OF THE PROBLIZM

The establishment and existence of development finance
institutions, as Limited Liability Companies or Parastatals
wholly-owned by governeméhts (in some developing countries
and especially in Nigeria) has been encountering slot of
problems. And alot have been written by some researchers
but in this presentation I intend to examine and analyse
some problems which those researchers fail to identify,
such problems includes, Government control over those
development finance institutions, but whodly-owned by the
Government, lack of sustainable profits, insufficient
funding by the Government, lack of proper investment in
profitable ventures and present competitiem environment

which most of those parastatals t'ind themselves in.

Ittis also the aim of this presentation to find out
why some people consider the establishment of those
development finance institutions as a wastefull exercise
which does not bring the desired result by taking the

above mentioned nroblems into consideration.



1.% AIMS OF THE STUDY

The aim of this study is to examine and analyse the
reasons for establishing wholly-owned government companies

and the roles they played in the development of thier States!

Ancther ailm of this project iz to show that for such
companies to contribute to state developments, their impor-
tant contributions in our society have to be recognised. At
the sametime, that mis~conception on wholly-owned govermment
institutions that thy fail to perform up to expectations
have to be prove.

In general terms, this study will attempt to:~

- determine governmment intervention and assess its effect
on the operations of the company and therefore prescribe
what is to be done to obtain the dptimum balance between
the governments intervention and the latitude given to

achieve the maximum performanee possible for the company

- determine the contribution of KSIP Limited to the :Soc¢io-
economic development of Kano State since 1ts inception
and;

- determine the factors that influence the sc¢tivities of

KSIP Limited.

1.4 SIGNIFICANCE OF THE 3TUDY

Tational development is the target to which all the:
" resources of the country are geared, (viz, to reduce
unemployment, inequality, poverty, disease and promote

the living standard of the people).



This study will attempt to throw light on the

following: =

-~ The most appropriate channel for checking the operations
of government owned companies and the optimum level
above which such checks or interference will hamper the

business operations of such companies;

- Like any other research work, will provide a document
for present and future use by anybody or organisation
wishing to understand the effect of government inter-
vention or interference in the affairs of its wholly-
owned limited liability companies and its effects on

performance;

-~ The role and objectives of KSIP Limited in its
contribution towards the further stimulation and
promotion of the industrial and commercial growth

of Kano State;

~ The role of government in assisting KSIP limited to

fulfill its development obJectives.

1.6 SCOPE AND LIMITATION OF THE STUDY:

This presentation is limited to the study af KSIP
Limited, a company wholly-owned by Kano State Government.

The study will therefore concern itselfl with the
relationship between government as a shareholder, and the
company in respect of disbursement of funds, control of the

overations of the company and the extent to which the



management is gilven the autonomy to handle the

operations of the company.

Attention was also given to the performance
of the company vie-a-vis its functions in respect
of the development of projects. The level of the
company‘'s commitment on such projects to the socio-

economic development of the State.

KSIP ILimited historical background, struetural
set up, and the role it played from early stage of
1ts establishment to the present date in development~

gl pergpectives will also be reviewed in the process.

1.7 RESEARCH METHODOLOGY:

Infact, there are various techniques which
g regearcher can Uuspe in carrying out a research.
guch technigues depend on the needs of the researcher

end the tools available to him.

In my approach, I relied on Kano State
Investment and Properties Limited (XSIP) documents,

personal interviews, academic and seminar papers.
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-  Development:

It is the re-organisation and re-orientation of the

entire social and economic systems.B

- Economic Development:

This term is used in the ftext to mean the reduction
or elimination of poverty, inequality end unemploy-

5

ment within the context of a growing economy,

1.9 PLAN OF THE THxaSIS:

This exercise is categorised into five Chapters.
Chapter one deals with the general introduction such
as the statement of the problem, aims of the study,
significance of the study, scope and limitations,
hypothesis,y research methodology and definition of

major terms.

Chapter Two covers the concept of literature review
of the study. kssentially, 1t contains the analysis
a nd opinion of writers on public corporations and an
examination of their concensus opinion on the role and
performance of public corporations in our national

davelopment,

Chapter Three traces the historical backzroung or"
Kano State Investment Company Limited (XSIP) and the
surrounding facts, circumstances that led to its
reconstitutions into Kano State Irvestment and Properties
Limited (KSIP).

b. M.P. TODARO "ELONOMICS FOR DEVELOPING WORLD™ Longman,
London 1977, P, G5.
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The other part includes-highlights of the management
structure and divisions and short brief on each of

their activities.

Chapter Four contains the presentation and analysis
of data. In this Chapter, the data collected is analysed
in accordance with the objectives of the company so as a
state-owned develooment finance company has achieved the

objectives:for which it was established,

Chapter Five, is the Concluding section which covers
the-Summary, Conclusion, Recommendations and future

research guides.



13

REFERENCES® 1

SCHATZ, S.P. . DEVALUPMENT BANK LENDING IN NIGERIA
Oxford University Press, 1964.

I. DIAKU -~ INDUSTRIAL FINANCE IN NIGERIA

Longman Nigeria Limited, Printed by
Mark of Time Limited, Ojota, Lagos,
1989,

ANONYMOUS .  SUBMISSION TO THE KANO STATE GOVERNMENT

By Kano State Investment and Properties
limited reference number M3.3. 160/Vol, 1
Pg. 11, 1980.

4.

5e

ANONYMOUS .  INVESTMERT POLIC.ES AND OPERATIONAL
ANFORMATION: gRano State Investment
and Properties Limited. 1985,
Pg. 23.

ANONYMOUS - LECTURE NOTES ON NIGERIAN ECONOMY

By Ishaya Ali Dankano.
A. B. U. 3Zaria.



14
CHAPTER Il

LITERATURE REVISW

A lot has-beeﬁ written on the Nigerian Development
Pinance Institutions especially those wholly-owned by
government., Thig is partly a result of their ownership
structure, their rate and performances in the social,

political end economic develeopment of the country.

The general economic aspects of the demand for
development banks arose from the ardent desire of LDCS to
accelerate their rate of economic development after the
world war (second) and especially after most dependent
countrieg of Africa and Asia won political independences,
This desire have manifested itself in the belief that
development could he most easily and rapidly achieved

through industrialisation and rapid expansion of industriesﬂ

]

The opinion people have on Development TFinance
Institutions in the country can be viewed from the texts
written by several people such as in the paper written by

Ao . Hussain titIed “Kano gtate Investment and Properties

Linited as a Qtate Development Pinance Institutions, An

RBvalugtion of its Roles, Strategies and Performance".
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In this work he attempted to identify the contributions
of KSIP as a development finance institution within
different periods of 1ts existence, He has observed
that the institution could contribute encrmougly {o
the economic development of the gtate 1f it has
efficient and effective management and its resources
are judiciousliy utilisedog
Another author, P.N.C. Okigbo "in tracing the
development and growth of develOpmeﬁt banking in Nigeria,
we must have three different categories of institutions
distinguished by the structure of their ownership. |
Tirst, these are federal Government institutions,
NIDB, NBCI. Secondly, there are ingtitutions owned
jointl§ by more than one state originally owned by a
regidn which since 1967 becauwe carved up into several
states. NNDG, Central Investment Company (TIC), the
0Odua Development Corporation (03C).  Thirdly, there
are institution establishea since the creation of states
in 1967 and 1976, Xwara Investment Corporation; Kaduna
Investment Company, Kano 3State In&estment wnd Properties

Timited.B

\ Further analysis indicates that we are operating
in an under-developed economy and tuat the need for

| develupment finance inatitutiuns is inevituble.

a. P,N.C. Okigho = Nigeria's Financial Systenm
] Structure and Growth: (Longmen: Group 1981)

Pg. 133.
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Kolaede Oshigani and FPeter Dean in their Yook
"Pilgancial Management in the Nigerian Public Gector® feei
tnav adeguate methods must be evolved to fund and coutro.
public enterpriges and fund, the social obligations whecn
government impoges on them. They ‘have observed that
i few public enterprises have the same financial objectives

ag private enterpriseg along with the aim to make money,
~they also have aims such az to act in the publie interest,
0 provide services at minimum coslt, %0 have due regards
to safety and convenience ot the public. In their
| analysis, they found that cssentislly, the financing of
' guch ingtitutions depends on their nature, objectives
. and thelenvironment in which they operate and the task
of government is to ensure that the linancing method
- is appropriate to the characteristics of the public
;enterprises consgistent with the objectives set by the
E-gc:nmmmen't; and in accordance with the economic and
defelopment necds of .he comntry, if public enterprises
‘ure to discharge their aims and oujectivesg fully und

1effectivelyo3

In his contiribution (Muhammed Othman) when he was

writing his thesis titled "The Evaluation of Tublic

Tntermrises, A Cage Gtudy of Northein Migeria Develapment

‘Company Limited®(N¥DC), Mohamwmed Othman has demonstrated
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that public enterprises can systemutically be engaged

in the development of .ural economy as well as the urban
centres. He pointed out that with an able and experienced
1eaderghip and a dynamic board of nirectors for a
guccessgful policy direction of the company's operation

and with a team of honest and efficient management who

have commitment for the success of the company, a public
enterprige can disprove the generally held view that,

in government-owned companies the most important ingredient
of business management success is freedom of enterprise
which gives room foir initiative anéd discretion with lack

uf political interference in its operations by the owner-
gdvernmentq ¥ith this conclusive atmogphere created

by the xovernment, public enterprises are set to trang=
late government policies into reality and therefore become

pre=requisites tor economic -JeVelo'_nmentg4

Micheal P. Barber, also contributed the foilowing,
in hig vook title Public Administratioun, He argued unat
political and econowic significance of public corporations
is to achieve basic socialist ideals as to the equitable
distribution of wealth, the eradication of poverty and
unearned private income and production for the use rather
than profit. He believes that public interest in the
ownership of o-ome key indugtiies ig vital and the social

desirability of suppurting certain industiies whach
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which could otherwise only run at a loss.

TMinally, he stressed the importance of reaping
the advantages of large-scale production, especially

[ =4
where investment is required.”’

Another contributor was Timothy Sunday Cvungbani,
in a titled "The role of parastatals in the Development

of Kwara State of Nigeria 19€; - 1Y82" has highlighted

the primary motive for the establishment of parastatals
which is to stimuwiate the rapid socio~economic dewvelopment
of the society. According to him, lack of Lonest and
dedicated manacement is the major cauase of the unsatis—
factory performance uf mosgt parastiatals with good
menagenent, parastatals are instruments for controlling
the national economy: and the deeree of control determines
the extent to which an economy c:ui he labelled socialist,
capitalist or mixed. A total control of the entire
economy will qualify 1or a socialist economy, littie
control especially of the major sectors, will gqualify

for « Mixed ecOnomye. However, accoruing vo him, no
economy is cumpletely Tee and concluded tnat given the
reguired atientivu, parastatals are capable o sowing

the gseeds of modernisation and economic development

in any‘society.s
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In his contrabution, Envja Usc.o 1u '"Introductory
Economics 1or Wegt Africa', emphasizes the advantages

and impact of puvlic enterpriges in develuping couniries,

especially where the .arger rpart of .he economic acuvivity
ig wndertaken by the government. Such eco.omic activity
is fargely iutended vo provduce gouds and gervices for
puvlic usge, He has louvked at how some puvlic enverprises
were given wonopoly gtutus by the government for the
purpoPeoof achieving the get objectives of providing
necessary public service which may not be attractives

to the private buginess orgunisations.

According to him, there are other services provided
by public enterprise which no single individual or
organigation ig rich enough to provide, therefore,
public enterprises are a necessary condition for any
meaningful progress and development to take place in any

society.7

A management 3Jcientist, Professor Eyitayo Lambo,
of the University of Ilorin in a Radio Kwara Current
Affairs Pergonality Programme, identified six reasons
why private firms in the country are much more buoyant
and profitable than government enterprises. He obsgerved
that the objectivesg of business establishment in the

private sector are usually geared towards '*Financial
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profitability’ whereas their counte;parts in the
public sector tend to aim at 'social profitability?.

Public firms are usually subject to political
interference in thelr operations and as long as people
have the right connections they would be appointed
nanagers or members of board of directors whereas in
private firms the right people rather than those with
the right counnection are appointed, According to hinm
financial support for private buginess is self generated
whereas for puolic firms government ig like father—
chrismag, as they get a part on the back with yearly-
Subvention, He also noted that public offices are
usually over«~gtaffed which is the reason why private

enterprises are providing better services,

He finally streassed that unless every government
enterprise which should be commercially oriented is
allowed 1o operate strictly alon;; orthodox commercial
lines, the tales of woe due to inefficiency and unprofita-

Pility in the pubiic sector cowd coutinue unnbated.g

Even though alot have been written on developnment
rinance institutionsa, but tvhe review(that is Literature
Review)g could not be complete without adaing what
“Darma Ad.A." said about Kano 3tate Investment and

Properties Limited XSIP Ltd. The author examined the
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performance of the company in many directions, and
belief that lack of adequate funding by the shareholders,
that is Kanu State Government was the major obstacle

of the company. But he did not make in depth study
particularly, tihe problewms Taced by the assisted

companies.

However, this study is a govod addivion to the
existing literature on develupnment financing at state

levels.

The present study is the study of Kano State
Investrent and Properties Limitea (WSIF Ltd).  Here
an attempt has been made to examine the varioug
dimensions of the company. Apart from unpubliched
data, the information has been collected trom promoters,
senior officials of the company aud hence, the
conclusions arrived in the gtudy could be more useful

for the policy makers and promoters alike,
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CHAPTER III

HISTORICAL BACKGROUND AND M

e~ 17
4 ilva UL 2 14

3.1 HISTORICAL BACKGHROUNL:

Active steps towards the setting up, of Kano
State investment company limited (KSIP) were taken up
in the early part of 1969, From this early stage,
both the Secretary to the Military Government (3MG)
and the Ministry of Finance were directly involved in
the activities of establishing the company. Initially,
a state Corporation was envisaged to be established and
a Peasibility study committee comprising of Government
Commiﬁsioners, Civil Servants and others was set up for

this purpose by the Ministry of Finance in May, 1969,

The Committee was assigned the responsibility to
gtudy the possibility of setting up an investment company
by the ¥ano 3tate Government witli: the objective of
premoting industrial, commercial and azricultural
development by way of providing either equity and/or
loan finance to facilitate promotion of new project.

It was also to recommend a rinancing policy of the
company as well as suggest a suitable name, The
Committee, was in this regard requested to take into

consideration, t..e strategic location of the state as
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a comnercial centre ané its natural endowment with

TIr'egOurces.

The Committee issued their report on 22nd July,
1969y The report included recommendat.on that a
limited liability compuny, rather than a gtate corporation
ghould be get up, The report was considered by the
state executive cowneil which approved the creation of

such a company on the vases recommendea by the commlttee-1

The manifestation of this aim was sanctioned by
vhe Xano State Executive Counecil cunelusion Mo, 12

(691)7 of 29th August, 1969.°

In .the year 19/U=74 Yanuv State Development Plan,
(FsIC).limiteu was allocateld £1 millaon for the purpose
of its take=o1'f while the formalisation of the Policy
Statement of the Development Plan was carried out between
the office of the Secretary to the Military Government

and the Ministry of Financeo3

Pormgtion and Operations
The KSIC Limited was incorporated as a private

limited liability company on 20th Qctober, 1971 under

the companies Decrece of 19€9 with an initial capital
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of £5C0,000,00, The company was initially envisaged
to have outside non-government participation in the
financing and operation us recommended by the feasibility

study committeeoa

In November, 1971, however, the Secretary to the
Mi itary Government directed that the eriginal plans for
the company had been abandoned and that it would be funded
by the government on the basis of share capital only and
that the company was established to carry out commerciel
activities with a view to making additional funds available
to gov%rnment 10 supplewent otner sources of revenue for

pmeeting the ever-increasing dewanas for capital development.

Engagement of Ceneral MNManeg:er and other key
personnel was not an eaay task, it appears at the beginning,
but subsequently, necessary appointments were made by the

governinent.

The company started on civil service salary
atructure and in a rented office within the central Bank's

office Block along lagos Street, Fano.

Cn 5th April, 1972, the State “Government appointed
the members of the board of directors of the company for
a five year term and on 24th April, 1972 the company was

granted a certiflicate to commence Business.
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Althouzh ievaloonment finance institutions would

not

normally be expectei to sroduce any substantial return

on capital investment for the first few years of the
operation, this should not have been the case with K
Limited which to a large extent purchased interespbs
established and supposedly srofitable ventures.

This could be 3een from the summary Table of the
financial results of the Comsuany which illustrate it
return:6 helow is the Summsry Tahle,

TABLE T: SUMMARY Up FIFNANCTIAL RSSUEE
AT Inivlan STASE:

ir
cIe

in

Income: 31/3/72 31/3/73 31/3/ 74
® N N
Loan Interest 11,228 o4 ,034 91,845
Dividendes - - 9,375
Other - - -
11, 288 55,080 101, 220
":::8:’3 =E====== E=s=SSsS=S==
Exnenses:
Salaries % Wages 11,5645 . 24,193 23,473
Other Expenses 4,281 2%,191 17,616
Depreciation 1,%20 3,167 2,507

31/3/75
®

132,847
4,688

40
177,

56,180
49,122
4,462

Finance Charzes 5% 2 S84 2 %01 15
Total Expenses = 15,5§§ 64,235 §§;§§7" %%g:g%z*-

Profit (Loss)

p2fore tax (84210 2524 (22233) 104222]
Averaze capital _

employed 14,303,789 1,751,895 3,214,053 4,616,456
Retvrn on Capital ‘

employed - 0.004% 0.002% 0.002%

==E==== ===S===
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34 Initial Probleus at vhe Pormative
Stages

It is evident that although it was the original

intention of the state Government vo establish the company
on a sound basig with a properiy devinea role as evidrnt
vy the setiing uf the feasibility study cowumiivvee and
accveptance of 1ts recummenuations, .his intention was not

wrunstormed into practice,

K3IP's shortcoming basically were uhe absence of
clear pol.cy on the role, principle. and procedures of
operations to fulfil this objective.1 As usual, the
Memorandum and Articles of Association of the Coupany’
encompass wide powers within which it was necessary to
define the specific role of the company, On the other
hand, the articles provides regulations of the company's
affairs under the company's Decree and in tune with the
wishes of the shareholders but not designed as a guide

1 The management of the

to the company's Operations.
company lacked the Tramework within which to present
investment proposals to the Board of Directors to show
them the implications, viability, cost and benefit of

such proposals.

Government hag been the sole ghareholder of the
company, presumably, therefore, there was nothing legally

wrong in making all decisions of the board subject to
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the approval of the government, But such arrangements
deviate from the princirles of delegation of responsibility
for company cpersativne from sharenol-;iurfs to the bhoard of
Directors and from the board to lhe management which is
one of the fundamental requivewents of the Decrees The
shareholders, having defined the role to be uvlayed by the
company and its principles of operations and establishing
Memorandum and Article: of Association, would normally
leave the board and manuement ot the company to work
within this fTramework and only conecerr. themsel ves with

monitoring of overall pertormance,

There was the essence of basic Tramework for the
opecation of the ccupany wnd lireet povernment involvement
in the decision muking process anl ot'ten in wivance of
board of directors consideration on certain issues worked
azainst the establichment of = reognlar aysten. Also,
there wue nc properly controlled process of immlementation
and regular procedure for monitoring of the capital
inveatment programmos of vroject~ for -—eportir;: progress
to the hoarl 27 lireetor:, Jirertors cighte in number
of cases are attachel to the investrontse made by the
company, hut such rights were generally exerecised by the
overnment throw. it sproiateent o2 Doara of directors on

behalf of the company.
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There waz lack ot general poricy of anpointing officials
of *the compuny to nold directorshir on bohalf of the
company in cuases where there was a rigznt to nominate o:dy

one director. '

The aproantment of Joreimers s Teneral Munagers
at that .ornative stame wan equelay uvne 0F the wont
crucial ractore of Lhe cowpunn¥'s poor performance.
Accordiuy To Al=akim Ripere, vhe Tomuuny's 15t Geueral
Manager, Mr. Parah was related to Loe Pudowd (ovmer of
Nigerian Blectrical Fittiug Limited) a foreigier “suspected
to be of guestionable character whose role in many ventures
nasoeciated witn K3SIC Limitel loft mueh to be desired.™
The same report wullesed that kir, Paral, Torumer General
lanager of KSIC limited, was a commission agent who was
at liberty to influence Jecisions which might suit his
personal interest because out of 81 million loan investment
by ¥SIC limited, only K20,00C,00 was given to FNigerians
of ¥ano State origin, while the remaining went to foreign-
owned ventures mostly controlled by friends and his

relativesu4

According to the 1970-1974 Development Plan, Fano
Stute Government earmarlield 104,000,000 million to the
public sector expectin. the private scctor to inveat
BE0 million in view of the vianble potentials of the state

industrially, commercially and agriculturally.
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This could have been a golden opportunity to establish
rural, small=scale industries where ¥XSIC Lim: ted could
Play a leading role but the reverse was the case as the

money earmarked was wasted awayo3

The high turnover of General Managers/Managing
Directors militated against smooth and effective
management. On the other hand, the in adequacies both
qualitatively and guantitatively constituted an obstacle
to the more efficient and profitable running of the

organisationo1

Reconsgtitution of ¥SIC Limited and
Al=Hakim TReport:

In 1975, following the chanze of government, a
vrobe was instituted into many aspeets of the adwinistrative
machinery ot the Kano State Governument. One of such
probes was the Al=-Hakim Commission: (including X3IC Ltd)
headed by Alhaji Ali Al-Hakim sworn on 30th 3Zeptember,
1975, The following were the commission's terms of

references—

- to review the operatvtions and wevhuds of all the gtate
gtatutory boards and business undertakings whuolly=owned
by the Kano State Guvernwent 0r 1ts agencies, and
determine suitabiiity or otherwise of such operations

and methods;
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to review the investwents of' the 3tate Government ur
its Agencies in varivus companie., assess tne
propriety and viubility of such investments and
determsnie the uesiravility or othérwise of Tovernwent's

contin.ed participat_ou.

to make recommendations, in the .ight of 1 and 2

above, with particular reference to:=

= the extent of State Government's financiul

comnitment either by way of direct financing,
shares, loans, letters of credit or guarantees,

eetolsy

= government funding and lending policies with a
view to assessing whether fw:lis lLave been provided
and projects undertaken in accordance with normal

or established procecdures;

- the adequacy or otherwise ¢t the accounting and

auditing system;

e« the organisationul structure, stuffing policies
including gquallty or the staff, staff remunerations

and conditiong ol service;
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= and irregularities which may be uncovered

during the investigations.

23 Recommendationas

The recommendation of the committee with regards

to KSIC Limited include the following:=

= government should transfer all its existing
commercial investments to the company. All future
commercial investments should be undertaken by the

companys; and

= the beoard of the company should be given a free
hand ani to nominate its board representatives in
those companies in which it has financial interests,
The practice whercby lhese appointments are made
by governrment rather than the company, should be
stoppel,1
In accepting the commigaion's recommendations the
Kano Government reconstituted the board of directors
of the company (¥3SIC) uni appointel a new managing
Director. The new board repregsented a diverse gection
of experts in the Tcllowing sectorg of the economys=
Industry, Insurance, Banking, Private business, experienced
civil servant, ccmuerce and Tinance and from ministries

of Trade and Finance.4
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Other major aspect of the re-organisation include
the increase of the share capital of the company from
H1 millior to B10 million trwneler of ventures inherited
by the government and the management of the estate of
Kundila Housing Estate.
The transfer of the management of thé Kundila Housing
Estate to the company led to the creation of a new
estate department 1n the company culminating in the
board's approval of the change of name of the company

to "KANO SPATE INVESTMNINT AND PROTERTIES IINITED (KSIP).

3,8 MANACEMENY SPRUCIUIE OF KSIP
LilTEDe

To function adequately, every business
organigation needs a Structure which has the characterw
istics of wity, continuiuy, flexibilisy and predictability
required to efficiently interact with its environment.
The probiem of planning and monitoring which management
pugt overcome to be successful 13 to ensure that the
objectives of each part of the organisation are gecurely
welded together (unity); wusing both short and long
term forecasting (continuity); being able to adapt the
plan in the light of changing circumstances (flexibility);
and attampting to accurately predict courses of action

(prediction)qb
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Kano State Investment and Properties Limited has:
maintained a high standard of staff development, motivation
and result-oriented management practices., The Company's
opverations and procedure are under ceontinuous review and
improvement to meet the increasing challenges o" its
responsibilities and expectations of its performance,

The organisational structure of KSIP Limited consists
of the BBoard of Directors, the Chief executive, the
Management Staff and other Supporting Stafr, The:organisa-
tional structure c¢ould be seen in Appendix I.

The Compary is composed of four divisions viz:=-

- Investment-Division;g

- Finance and Accounts Division;
- Administration Division and

- Legal Affairs:Division,

39 Investment Division:

The investment Division which is a line Management
Division is the centre piece of the company's operational
activities with the other divisions playing supporting roles.
Since the incecvtion of the company, the investment Division
has been operating on a single functional line until March,
4980 when its was re-organised to comprise two functional

Departments under the genernl supervision
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and control of the investment manager,

These ares=

= Project Promotion and Placement Department

= Investment Supervision Department,

(a) Project Promotion and Placement
Department:

This Department carries out the responsibie
1ity of identifying, appraising and recommendation of
viable projects up te their implementation stage.

The Department assists, lirectly, other entrepreneurs
with feasibility studies, market research as well as

the provision of necessary invest-guldance required,

The Department prepares proposals for the
management on a siven project wauich requires KSIP's
equity/ioan participation or otherwise and this is

ultinmgtely sent to the board of Directors for approval.

(b) Investment 3upervision Departments

This Departnent is responsible for overw
seeing and monitorin, the progrecs and performance of
companies where K3IT Limited has financial interest,
This could be either a gcubsidiary or an associate

company.
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The Department makes submission to the management on
the performance of the companies portfolio as well ag

make recommendations on the maintenance of such portfolio.

The re-organisation of the investment Division to
these two departments was done with the view to facilitute
geparation of regponsibility and ensure performance of
the two departments relative to the operational functions
of the division. All projects are agaigned between
the two departrenty depending on the stuges of the
projects and each Investment TWxecutive ig allotea a

number of projecte for which ne will oe respunsibire.

The cut=ot{ point in vhe sunctions of the two
departnents is the stage of the Board sanction tor

investment in a project.

All activities leading up to the presentatiovn of
a beard paper in respect of o new project or expansion
plan onr un erxicting one iy undertaken by the pyrowotion
and placement Department. As soon as the board sanctions
the project, it is taken over by the SJupervision
Departuent which is responsible for iwplementation,

Co=ordination and monitoring.



39

Project Devclopment Committeo
(PDC) 3

To ensure the articulation wid adeguate critical
appraisal of any project proposal, =« Project Development
Comnittee (PDC) was estublished within the same period

with the following membershipse-

- Managing Director - Chairman
- Invegtment Manage:r - lember

- PFinancial Controller - "

- Company 3Jecretary - "

= Officer incharre of Frojucet - In attendance

- Administrative Executive = Secretary.

The Committee ig broadly responsible for "the
processing of a project fror conception to commissioning
in all its various rapinifications" i.e. it reviews all
basic features of a project ranging frow the technical
and financial feasibility to the legal und management

aspectsag

The Investment Manager shoulders the responsibility
of ensuring that all inter-iigeiplinary requirements of
a project are met before being presentel! to the Project
Development Committee. In the process, other areas of

information beyond the executive capacity of the
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Investment Division are solicited for from professionals

o Q
in the other divisions of the company,~

3:2-0 Finance and Accounts Divisions

The Finance and Accounts DJivision consists of

two departments vizs-

- Pinance Department

= Accounts -Jipal-tn.-e:n

Thegse departments are headed by the Pinancial
Controller, The Accounts department undertakes the
normal accounting routine such as the mainternance of
accounts books and recorils and the preparation of

company annual accouwnts,

The Pinance department vn theeother nand Jdeals
exclusively with management informatiun such asgs the
preparativn and submigsion of the Nuarterly Management
Accounts, Budpetvary Control ani the appraisal of

subsidiary and assogiate coupany &chmtso‘lo

3.2.1 Administration Divisions:

The administration aivision 1s headed by the
Company Secretary. The primary responsibilaty of

the division involves personnel and general
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adninistration (e.g. Welfare, e.t.c.). In addition

the company secretary serves as the 3ecretary toc the

Board ot Directors.

The basic objectives

of" the Administration

Division is to bring together and develop into an

active organisation men and women who make up the

company and having regard
individual and of working

contribute to the overall

The duties performed
Division in the lischar-e

followingss:~—

~ Man-power planning,

to tne well-being of the

groups, Lo enable them to

success of the organisation.1o

by the Adminigtration

Fol

0o ite fwiction include the

recruitment, gelection,

placement, discipline, trainin~z and appraisalj

= Working conditions and services;

= Meetings ani preocedures;

- Application of policies;

- Wages and salary administration; e.t.c.

Rroperty Jepartmenis

Thisg department was

11

created in 1978 as a

Division, It vecame & divigion in consideration of

e

the owne:rship by ¥S$IT Limited of andditionnl housing
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estates apart from the Kundila Housing Estate Phase I
which was bought by KSI® Limited in 1974 from the
former Metropolitan Develovment Board at the cost of
K1 million., KSIP Limited became involved in the Estate
venture in the seczond half of 1978 as a result of the
decision taken by the Kano State Erecutive Council to
merge &ll estate in addition to the already existing
Estate at Kundila Phase I, Hence the change in corpo-
rate name to Kano 3tate Investment asnd Properties in
1978 to recognise the real estate venture.

The division became the largest, employing-over
hundred staff managing the affzirs of the Five Estates
and other landed pnroperties such as the companies
industrial plots and petrol stations plots sub=-leased
to companies and interested inhividuals. Out of 1,1/8
houses which was build by Kano State Government 747
was under KSIP's control, while, the remaining 43%1
was under Ministry of Home Affairs. The breakdown
could be seen in Appendix TI.

With treation of Kano State idousing Corporation
in 1981 by the Kano State Executive Council, the:
Kstate entrusted to KSIP Limited with the exception
of the Kundila Housing Zstate Phase 1 directly
purchased by ESIP Limited were transfered to the new
Corporation along with majority of the staff employed

2
in the preoperty Division.1
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Pregently the division is absorbad into the
Administration Division as a Department in recognition
of the lesser function=z it performs ir relation to the
other major divisions. DPlans are however now underway
t0 re-establish the property Divisicn especially with
the recent take over by KSIP Liwmited of the proposed
Multi=million Naira city centre complex for which a
holding company 'Xano City Centre Development Limited
(XCCD)), has already been incorporated as a subsidiary
of XSIP limited.

Group legal Affairs Divigion:

The Division came into being in 1984 as a result
of spliting the functions of the company secretary,
hitherto combined. The division is headed by the
Group legal Adviser, Legal Affairs Division is the
companies centre piece in all legal matters that affect
KSIP and ity subsidiaries.

The basic functions of lepzal Affairs Division
is to advice K3IP Limited and its subsidiaries in any
undertaking which tias some element of legul implications
such as entering into agreement with other organisations
or individuals. Such agreement: way ve infornm of

Sun=lease loan, contract or any cther agreeument,
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Here Legal Affairs Division use to show, to
KSIP any implication and accordingly indicate any better

term.

Other duties performed by Legul Affaire Division

in discharge of its function include the followings=

= Representing WSIP Limited in any legal case;

= Coordinating any legal action/advice with regards
to participating in any business venture or

agreement;

= Drafting preparation and entering into any legal

nortgarse agreement;

= Preparation of Memorandwn and Articles of
Association for new compunies especiully subsidiary

compunies;

- Incorporation and resister of compuanies with the

Company Registrar as subsidiary of K3IP Limited,
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CHAPTER IV

DATA PRESENTATION AND ANALYSIS

4.1 EVALU%TION OF THE OBJECTIVES OF KANO STAT%
SoTMENT AND PROPERTINS LIMITED (K3IP LTD):

The Kano State Investment and Properties Limited

is wholly-owned by Kano ~tate Government, The company
was established in 1971 with the following underlisted
objectives, These objectives were set-up in order to
stimulate and promote industrial and commercial growth
of Kano State in particular and the country in general
by way of direct equity investment, provision of loans
for suitable projects and provision of Technical
assistance to indigenous locel enterpreneurs. In all
years of its operations and also during its subsequent
re-organisation, these objectives have basically
remained unchanv=2d, And the company's activities has
contipuomsly been stecred toward the attainment of

these objectives.

- Carry on the business of assisting enterprises
ergaged in industry, commerce, agriculture and
the exploitation of natural resources in the

State,
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cr

Investigate and advice o1 procure advice upon,

and to aid in the Tormulation and carrying into

effect of all manner of propogition and schemes
connected with finance, industry, commerce, agriculture,

and the exploitation of natural resources;

Undertake, assigst or participate in the management

or control of any puartnersinip, company, syndicate,
business or wdertaking or any groups or associations
and to become a member or be repreéesented on any board
commnittec, conncil or bedy exer:ising or purticipating

or aszisting in ~ny such panaxement or control;

Carry on a general financial business and general
financial operations of all kinls and undertake or

aid in any enterprise;

Invest and deal with moneys of the company not
immediately reguired, uporn such securities, and in

such manner as way bYe determined by the shareholders;

Support or subscribe to or otherwise aid patriotie,
charitable, national or other institutions or

objects of public character.
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Since the establishment of the company in
1971 and with subgsequent re-organisation in 1975,
its activities, as depicted in its participatory role
in new and on=going industrial and commercial ventures,
have continuougly indicated its commitment to meeting
its primary objectives. By ite corporate status,
KSIP Limited, is oriented to maintain commercial
viability. Its activities are in reality geared
towards providing the necessary impetus requirements
to pave way for the promwotiocn of industrial and commercial
growth of Kano State and improvins the living standard
of the people through the provigion ol employment

opportunities and welfare of the people.

4,7 DIVESTIGNT EVALUALION:

The company has a portfolio holding of about
50 subsidiary and associated companies and the methed
of participation is either by equity participation,

direct participation or the provigsion of loans.

Bquity participation involves the subscription
of the commorn stock o other companies which generate

income to the company by way of dividends.
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It also establish gubsidiary counanies which are
either wholly owned by the company or it controls more

than half of the shares of these type of projects.

The investment criteria of TSIT Limiteld are
varied, TFirst, 2 project must have the desirous
social effect, ascociated with cmployrent opportunity
and welfare, contribute to infrrgtructural development,
gave foreipn exchange Ly way of locval souwreing of raw
naterinls and alco have cconomic return by way of
profitabilaty, Pinanecial retmin and socinal benerits
between investoent, can be so0led at trem the timing
point of view, in that, some projects have Long
gestution pesriod while Othe.y wavure aquickly. It is
thnereirore routine ror ¥3IP Timited wo ensure that its

cnoice of investment retrlects vhe achievement of both

its primary und secoudary objectives.

As an investment arms of the pgovernment wholly
responsible for cncouraging development of industries
in the state, the issue of financial returns of projects
is not congidered in igolation from socio-economic
aspects of the project, This means that therc may be
gome projects which though with a marginal commercial
viability but significant positive socio-economic

effect and will consequently be desira.bleo1
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Presently the company has four types of companies,

the Qwnership of which is ag 0l lowgiw

KSIP LIIYED SUBSIDIARY COMPANIuS

SUBSIDIARY TARLICIPATION

= Nigerian meat and associated

products 1td, - 100¢
w Kano Textile Printcers Itd, - 1007
- Kano Cotton Ginnery Ltd. - 1007
=~ Kano Urban Diary - 100¢

- Kano State 0il and allied
products Ltd, - 71

The Nigerian Meat and Associated Products Limited
idea for the establishment, was conceived in 1968
in view of the need to replace thue cxisting abbattior
which is fitting, Congested and alrealy in dilapide
ation and at the same, to expose our butchers to

modern avattoir and meat processing technology.

But the company could not commenced operations
until 9th June, 19286%, Trom the date of its commence-

ment, the company ic embodied with alot of problems.
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These problems contributed alot towards the poor

performance of the coupany, The problems includess

= Skeletal operations due to the failure of the
companry to evolve g conziatent dynamic and well
articwWlated slawhter services on behalf of the

company.

= And gtratesy for solieiting o1 contract slaughter

services on behal® of the company.

I
- Critical shortage of the right calibre of technical/

Bngineering stal'f to man some Yoy and vital
gectiong of the Yaetory such as tihe calorie plent
and electrical gections, This was attributable
to the lack of the required ostaf! complement since

commencenent of operution,

- Déspite the miitlions of Naira spent for technical,
ranagesent and stalf trainin~, the management
of the company had not benefited from this agreement
because of 1ts fuilure to mnderstand, interprete
and implement the proviasion of the agreement and
provide the necueu supervigion and folluweup on

all activities being uandled by lungarian personnel.
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= Probable insolvency by the erd ¢f the year due to
escalating oerhead and some variable costs items

despite the extremely low capacity utilisation,

= Lack of the necessary wuid neeledl tools to inerease
capacity utilization and product digposal such ag
refrigerated truck, and vehicles and standard meat

shopso2

An up to date record Tor the return of the company
could not be available. |

Kano Textile printera, anollier whooly owned
subsidiary, of the Katio 3tate invenstuent and properties
limited, was acquired by the ¥Xano 3tnte Government from
the alien businegsten in 1474 during the Niserian
Enterprisc prowotion Bxercise. It wus formally

transferred to KSIF in April, 197C.

Kano Textile Frinters is prinecipally en:raged in
weaving, dyein; and printing ol textile materials
(African dress and imitation of Juva prints) from
imported and or locally purchased cotton yern,

However, this company too has not nween performing
well as a result of tlie serious management and technical

problems it has been facing. This was why it hag not
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been making any prefits. The parent company is

making all efforts to improve the gituation.

The Kano cotton Gimnery was incorporated in 1977
as a limited liability company. It is involved in
cotton seed giving operations, und also carries out
bailing, classing and storing of lint, seed and mote

products on behalf of the defunct Nigerian Cotton Board,

The performance of this company hus not been
very satisfactory due largely to poor and inefficient
management, poor cotton narves, and the stiff competition
it faces from the sixteen ginneried operating in the country.
For example the comnany recorded a loss of vver 71,000
in 1980, ¥117,800 in 1982 and K34,000 1985: However,
a remarkable improvement was made in 1987 when the
company recoraed a profiv of about ¥400,000 and

®1.3 million iun 198y,

Thig iwprouvement could be attributed to the
cuotton purchase exercise during the 198€ cottun sewson,
The main essence of the exercise was to purchase raw
cotton for ginning and, onward sale to interested
buyers at a profit, Another fuctor was improvement
in management performance and backward integration
programme embarked upon by Kano State investment and

properties limited.
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Kano Ubran Diary was establighed in 1969 as a
pilot project aimed at the production and supply of
hygenic milk products as well ags setting the pace in
modern and hygenic methods of milk processing for private

gector to follow.

It has a capacity of producing 3000 litres of
pastorised milk per day and has facilities for the

production of Butter, Cheege and Ice-~cream.

The company was formally functioning under the
aegis of Kano State Minigtry of Agriculture and Natural
Resources until in March, 1987 when it was transferred
to KSIP limited in order to operate an a commercial

concern Organization,

It has been observed that the company performance
is not encouraging, up to 198¢ the company is operating

at loss. A loss of H16,496 as at March, 1989.°

A number of problems are regponsible for the
dairy's poor performance, which includes; lack of Raw
naterials, transportation, workings capital and non

function of the plant and eguipiient,

Kano State 0il and Allied products limited which
is the largest 0il mill in West Africa, startcd operation

in 19723 It is jointly owned by ¥SIP controlling
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714 interest and a privately owned company. Dantata

holdings limited which owns the remaining shares.?

KASOAP is involved in the acquisition of local
raw materials for crushing and refining palm Fernnel
o0il, groundnuts, cotton seeas, and sunflower seeds,
It has a crushing capacity of S0C tonnee per day, or
about 182,000 tonnes per annum, lowever, the maximum
capacity utilisation ever achieved by the mill was 30¥
due mainly to the acute shortage of raw materianls and
nanageczent ineft'icienciea which lel to the mounting
liabilities of the company. The accurulated liabilaties
of.this company,; which stood at ubout 810 million in
1084, are now being repaid as a reyuet of the improvement
in general periormance, This i due w0 the reorganisatiun
or the company and the acquisition and effective utilisa~
tion of import licences for sumflower seeds and groundnuts
in 1985. To further improve tie performance of KASOAP,
KSIP have embarked on sunflower dcmongtration and seed
m@ltiplication gscheme, a backward integration project,

as an altemative to importing raw materials.

Prom this brief analysis of the KSIP's
subgidiaries it is clear that uhe per”ormance of these
- ¥ % = X

{:‘Uﬂll.fiﬂljes 1ives much L0 be desd v MHese are the

coununien in whici: KS1P holds 70 « 1007 whe:o¢ Lherefore
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most part of its revenues arec expected to be couming

from. Unfortunately the reverse is the casc i.es

instead of the company carnirng from the subsiliaries,

it is the subsidiaries that are consuwning what the
company earns from itas other invectirents. Thig gituation
exactly reflects financing cash dogs with c¢nan cowa,
dJowever, the parent comapny e bulie thesge subaidiaries
perform better if it continues.with its present plans.
Reorganisation, local sourcing, nrocurcgent and installe
ation of modern machines whkich the company embarked on

ig the most appropriate method of improving their efficiency

and better performance.

Kano State Investrent and Properties Linited as
gaeid ecarlier, invest ir both juoted and unguoted
companies to earn returns infeorm of Aividences and interest.
In 1980 the company received a totzl dividends of
B268,711 made up of HET0,771 from ucted investments
and ®208,932 from unquoted investment. This increase
to a total of B1,137,506 (¥1,095,52 quoted and ¥81,974
nnquoted) in 10Bn, Mowever, the 1985 figure represented
a decreage over the 1974 fapure of H1, 302,000,
The aividends contirue to reduce; In 19849, the totul

dividenus was ¥319,419.,
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This may be luc to the fast tiat overatviorns of the
company are directed and controile! by the eovernment,
and as such A1 ivs investment activitica must be in
line with the rovernment leveionmont plan obicctives,
Noreuver, almost al' tle shares hell by the comnany are
those inherited from the Gove:nment when the company

was establishel, Thiz will be scen later in the Chapter,

Kogt of the guotel securitiez helu by Veno State
Investment and Pronperties limited ~rz coummon stocks of
different compunies. In 1U¥C, tic company had investment
worth over N7 milldion in quoted gecuritieg. This
increased to H7.0 million in 1987, anl then declined to
the Tigure of ¥7?,5%9/,370 in 12%7 and 2*arted to 1ncrease
in 1982 and 1992 reapecvively (87,007,246 in 10¥2,
27,274,678 iu 1uBo), Thisg increwse is notwn.ing, because
of vhe falls in Taira Tasue, It m~y also cunsider the
decrease aue vo the faly in vhe ronernl wevel of the
economie activities dur te tlhe lobul dopreasion caused
by o0il glut. The other Tactor, whiceh is clogcly related
to the second one, is the shifting emphasias, by the
government to Jevelopment project: which will ensure the
realisation of lts developrent objeciivese These
three reasons are viewed asz the muin reasons tor the

decrease in the guoted investments held by the companye.
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This is alsc proved by the increase in unquoted

investment from ¥8,983%,192 in 1980 to over W17 million

in 1989, Loans to subsidiaries also increased from
®¥980,798 in 1980 to W14,088,198 in 1989, This could 'be
seen from the summary Tahle of the investments of the
company from 1980 -~ 1989 in Table Il at the next page.

It could be observed that total investments have increased
from ®17,46%,958 in 1980 to over W36 million in 1989.

Loan to subsidiaries also received a large share of’

these total investments,

However, the most important thing to note here is
that the company invests in projects irrespective of
their viability so long as they are in government's:
priority areas., For example, there are projects that are
not promising like the National Truck Manufacturers,
but because zovernmnent views them as important to economic
development, it insists that the comoany invests and
maintain its share in the projects, Therefore despite
the fact that the comnany knows well that it is not
gaining anything from these types of projects, yet they
invest to meet Zovermment's investment objectives, This:

is a minus in the company's eftort to have an efficient

portfolio composition.
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Moreover,as said earlier,the compiny's investments in
most of its subsidiary and associated companies have not been
changing., Similarly,there is not much difference in the dividends
earned by Karo 3tate Investment and properiies Limited from some
of its quoted investments, |his could be seen from the folowing
tables of the quoted and unguoted investme:ts and divideds earned

by KSIP 1980 tc 1989, in the next page.

From the tables of 'he quotdd invesiments and the dividends
earned for 1980 and 1989 it could be seen that some of the securities
are performing well, For example,the company earned »3%,325 from its
investment in Dunlop in 1980, which increased to about #15,000 in 1989
representing over 300K incvease, Similarly the dividends earned from

Northern Nigeria Flour Mills rose from #135,504 in 1980 to #677,520
in 1985. 1Increase were also recorded in the returns from Total,
UAC and Mobile. This remarkable performance shows some elements of
good'portfolio management,

However,the performance of some of this quoled investments
is not very encouraging. For example while X31F earned k21,888 as

dividends from SCOA in 1980,it only earned »21,888 from the some

company in 1989 even though the number of shares held is the same,
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TABLE ITII%:

LIST CF JUCTAD INVASIMaENTS, COSTS AND DIVIDLUDS
BARNLED 1980

DIVIDENDS

BORT FQLIO NO. OF SHARES COST () EARNED (B)
BATA NIG. LTD. 24,000 12,800 1,200
BEWAC NIG. LTD 750,000 139,500 11,250
C.F.A.,0, NIG, LTD. 102,708 30,073 8,545
DUNIOP NIG. LTD. 5,899 19,000 3,325
JOHN HOLT NIG. LTD. 156,682° 560,4%6 5,917
N.C.R. NIG. LTD. 200,000 104,000 17,000
NN.F. MILLS LTD. 3,387,600 827,850 135, 504
A.G., LEVENTIS LTD. 887,062 194,156 N.A.
LEVENTIS MOTORS LTD. 1,800,000 470,000 36,000
R.T. BRISCOE NIG. LTD. 156,000 45,288 23,166
$.C.0.A. NIG, LTD. 192,000 54,000 21,888
TOTAL WIG. LTD. 337,500 54,000 86,400
U.N.T, LTD. 4% 258 ~375,000 18,328
U.4.0. N13, UTD. 7,140,997 1,030,33% 574,136
U.T.C, NIG. LTD. 275,000 12%,75Q 35,137
FIRST BANK N IG. LTD. 291 557 o1
MOBILE OIL NIG. LTD. 625 452 56 .
N.B.C. LTD, 1,868 1,527 280
NIG., HORCHST LTD. 14, 500 &, 460 1,450
SAVANNA® BANK NIG. LTD. 9,400 €,190 N.A

N.A, = NOT AVAILABLE

Source:

Dividende and Hevenue EHarneds File.



TABLE

I1I1B;

LIST OF QUOTSD INVESTMENTS, O

OT3 AND DIVIDPNDS

ARNED 1989

NO. OF
PORT FOLIO SHAIES
BATA NIG, ILTD. 24,000
BEWAC NIG. LTD. 750,000
C.F,A.0. NIG, LTD. 102,708
DUNLOP NIG, LTD. 99,748
JORN HOLT NIG. LTD. 156,682
N.R.C. NIG. LTD. 200,000
N.N.F. MILLS LTD., 3,387,500
A.G. LEVENTIS LTD. 887,052
LEVENTIS MOTORS LTD. 2,250,000

R.T. BRISCOE NIG. LTD. 155,000

S.C.0.A. NIG. LTD,
TOTAL NIG. LTD,

U.N., TESTILS LTD.,
U.A.C. NIG. LTD.
U.T.C. NIG. LTD.
FIRST 3AYK NIG. LTD.
MOBILE OIL NIG. LTD.
N.B.C. LTD,

NIG.

SAVATNAH BANK LTD,

HOECHST LTD,

NIG. STOCK EXCHANGE

0

A..O‘l'

192,000
337,500
545,875
7,140,997
275,000
291
222
2,490
14,250
11, %75
5

12,800
139,500
3Q,073
19,000
50,436
104 ;000
827,850
194,156
470,000
45,288
54,000
54,000
375,000
1,0%0,333
123,750
557

452

= NOT AVAIL:3LZ.

DIVIDENDS
ZARNED ()

2,400
N.A
10,271
14,962
18,802
135,000
577,520
35,482
87,500
N.A
13,440
121,500
129,375
512,698
22,875
79
1%8
249
1,425
910
N.A

Source:;

Dividends and Revenue Zarneds File.



TABLZ IVA:

LIST OF UNQUOTED INVESTMENTS 190

PORT FOLLO NO, OF SHAxES

SUBSIDIARY "‘COMPANIKS

TEYTILE COMMODITIES Li'D. 145,000
KANO 20TTON GINN®RY 400,000
KeAeS.0haPe 1,659,000
KANO TEXTILE PRINTERS 3,000,000
KANO FOOD PROCZSSORS LID. 50,000

ASSOCIATED COMPANIES:
CINEMA DISTRIBUTICOR CIRZUIT 180,000

KAPITAL INSURANCE CO. LTD. 250,000
N1IG. VICTORY "ASSURANCE CO.LTD. 53%,400

N.S. & PURNITURE L7D. 324,600
FAWAZ STEELWOOD % CHEMICAL 95,000
ALUMINIUM PRODS. NIG. LTD, 24,500
ZUEREADY NIG. LTD. 480,000
NIG. LEATHER WORKS LTD. 250,000

KANC CITIZEN TRAPDING CO, LTD. 75,000
GARMENT MANUFACTURER8 LTD. o0 ,000
CONTINENTAL LINES (AFRICA) LTD. 100,000

OTHER COMPANIES:

NATIONAL TRUCK MANUFACTURERS 1,500,000

GIWARITE NIG. LTD. 214,500
CRUSADER ASSURANGCE 8,238
UNITED NIG. INSURANTE CO. 1’} ;000
PHOENTX MOTORS 38, 340

SUST (W)

1,125,000
300,000
3,300,000
3,000,000
60,000

5,100
140,000
80,000
194,910
216,000
49,000
960,000
250,000
225,000
50,000
300,000

1,500,000
214,000
8,238

4%,618
82,008



(1980 Cont'd)

PORT HOLIQ

ARBWA METAL CONTAINERS
NIGERIA HOTELS

N.M.P,P,

GREAT NORTHERN TAKNINGS
STERLING CIVIL IENG.

CERAMIC MANUFACTURERS LPu. -450%,000
1,720,000

G.G.N.N.
BANK OF THs NORLIH

NO,OF
SHARES

100,000
180,000
120,600
150,600
150,000

64

12% loan stock 3

SosT (W)

100,000
180,000
120,600

754330
300,000
850,000
860,000
250,000

Source:

Dividends and Revenue arned File
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TABLs IVB

LIST OF UNQUOTsy INVESTMENTS 1989

:
PORTFOLIO SRARES COST ()
SUBSIDIARIES COMPANT =S

PEAUILES COMMUDITISS LMD, 135,000 1,425,000
KANO CUTTON GINNZRY 500,000 300,000
K.A.S.0.A.F. 1,650,000 4,500,000
KANQ TEKTILE PRINCsHS 3,000,000 5,000,000
KARU #00D PROC#SSQORS LTD. - -
ASSCCIATED COMPANIES:

CINEMA DISTRIBUTIUN CIRCUIT 180,000 - 1,125,900
KAPITAL INSURANCE CO, LTD. 280,000 140,000
NIG. VICTORY ASSURANCE 106,800 80,000
N.S. & FURNITURE LTD. 321,500 194,910
FAWAZ STEELWOOD & CHIMIZAL 96,000 216,000
ALUMINIUM PRODS. NIG. LTD. 24,500 49,000
EVEREADY NIG. LTD. 432,000 864 ,000
NIG. LEATHER WORKS LTD. 350,000 250,000
KANO CITIZEN TRAD. CO. LTD. 75,000 225,000
GARMZNT MANUFACTURERS LTD. 50,000 60,000

CONTINENTAL LINES (AFRIZA)LTD. 100,000 300,000



(1989 Cont'd) OTHER SOMPANIZS:

PORTFOLIO

NATIONAL TRUCK MANTF,
GIYARATE NIG, LTD.
CRUSADER ASSURANCE
UNITED NIG, INSURANCE CO,
PHOENIX MOTORS

ARZWA METAL CONTAINERS
NIGERIA HOTELS

N.M.P.P.

GRUAT NORTHZRN TARNING
STERLING CIVIL ENG.
CERAMIC MANUFACTURERS LTD.
C.C.N.N,

BANK OF THE NORTH

i
r

NO. OF

SHARES

1,500,000
286,000
8,238
177,900

68,340

100,000
180,000
120,600
150,660
150,000
450,000
1,720,000

12% Loan Stock

66

COST (H)

1,500,000
244,500
8,238
83,618
82,008
100,000
180,000
120,600
75,3530
300,000
450, 000
860,000
250,000

Source: Dividendes and Revenue Zarneds File.
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Barmings fron UIC, NBC,; ana Nize:riu Hoechst :21so fell.
Even the earning from Batu, Leventis Notors and National
Cash Register increase at & decrensing rate, Although
this poor pez'l'm'm-amce of these compunics couwlu be
attributed to the fall in the generdl level of business
activities, ZSIP would not have uuffered much if it

had been evaluating the performance of these quoted
investmenta, A conatant evaluation- would have enabled
the company to see the securitiec that are performing
well anq those tliat are not, It c¢ould hgve therefore
divest from these type of securitics, or at lenst
reduce ita percentage holling, wul nge the morey in
either increaging its holdin, in betier performing ones
of financing more viable projects, One very Zlaring
fact that K3IFP has not be evalua*ing its inveotments,
thereby divesting from the non-=per’orming ones, is that
almoat all the guoted investuenta in the company is
holding in 1929 are the very invesbtments it liwe heen
noldins since 1990, Thig co.da ¢clearly be seon from
the tables of the gquoted and unquoted invesinernts of
the company. Its funngs are thererore tiea up in

unpro:ituble i1nvestments ingtead 0O utilisin,; “hem in

betver alternative,
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Considering the behavieur of the Nigeriun TBeunumy,
which affects in one way or the other, the behaviour
of the consumers, one can hardly say that all thesge
companies are performing well, It ic believed that an
organisation Jdoes not cperate in a vacoum, it nffects
and ig affected by the eavirenment in wiiich it operates.
Its performance is therefore depeundent on the direction
of the general business activities. When the business
activities are high, orpanisations will record high
turnover which will positively affect the returns to
investors. On the other hand whenn there is a fall in
business activities less and less 7004s and services
will he purchages whicn will u’ivct the revenuss of most

organisations.

The different economic poli~y measures introduced
in the Nigerian Zconory, foor tie 1990 Beonomie
8tabilisation Trogramre, to the 1 rocent Structira
Adjustment Prosramme wiich aye nimed at correcting the
imbalance: in the Zconony, have no Joubt ciiun;ed the
attitudes of tite Nigerian counsumers, lost people
have now shifted from the demand o1 luxurious products
to necesgities, the basiec needs ol life. Thig has had
a very serious effcet on periormanccs of most manufactur—

ing industries.



€9

The above table of the K3ID unguoied investments
Ffor 1980 and 198Y also support the “uct that the company
has not been evaluating its invegtuwent.. The investments
held by the company in 1920 are exactly the ones it is
still holding. Both cogt and the number of =hiares held
uid not change since 14L0 which c¢learly shows that chere
has no increase in those that pev°0r&, neither was there

any decrease in those that have nct beon performing well.

However, as the Jdividend: earncl by KSIP from these
unquoted investnents are not available, It is tue
researchers feeling that some of tliese investrents have
not neen waking any profitsq. Tre pertormance of mogt of

thece organisations is not ecuncouraging.

New project under implementation includes:=

- Gwarzo particles Bourd Litd.

-~ Tand and infrastructure company Ltu,

-~ KSIP Head Office Buildiings Froject

- Gaya lechanised Parm Project Lil,

~ Dutse Bretonstone Tilex Ltd.

- Class Sheet Project

~ EKano Tood Processors Lt.,

~ Kano Fruits and Versetables procecasiug Ltd,

- Proposed industrial RTgtate Development in lano Stute
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- Animal Feeds Projects,

The prowvlewmes of these new nrojects wnder
implementation ure many, and ¥3IT Limited, some privute
orgwnisatvio. in some casegy even the local Tove.nments
have gpend alot of their funds in it, but .ow both the

organisation have nu funds to continue the projects,

Bven, though the projects are viable but the
%KSIP Limited couwla not raise the “undi to continue the
projects and the governument on power could not sive
them the money to continue,due to Llie prescent economic

problemse.
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Riasoitelivog ; IV

KSIP Limited =~ Policies and Cperational Information

Submigsion to the Board of Dircctors = Situation
report on KSIT Subsidiaries, Associate
Companies wnd Projects wider Joplemen-

tflti'\.}ll ¢

FPRANCIS JoCo AND ARCHER; =  PORTTOLIC ANALYSIS

(Prentice Hall 1979).

FPRANCIG, 0.0, ~ TNVESTMIXT DRCISICN: Evaluation

Frojects and Sccurities.

COHEN AND ZINBERG, = JINVEZTI'ENT ATALY3IT A°D
.r’b:-t‘:‘\b_#.bb ‘--_‘:nl."—..-ll-l-‘bz LOI‘.L].CT.,

Richard Irwin, 157 3

MATKOWITZ, 717, = ECRIFULIO SULLCUIWN: Efficient

~amit.g

Divergication of Tnvestments, (New

Haven; Tale University Press, 1959).

1.1, PAUDDY, - &ALIAwial sainafei 0L

Vikas Publisnin~ House Timited
1881,



CHAPTER V

SUMMARY, CONCLUSION AND RECOMMENDATION

531 SUMMARK:

The EKano State Investment and Properties E
Limited is owned by the Kano State Government and ite
primary objective is to contribute directly or indirectly
to the industirigl and commercial development of Kano {tate,

The company has & portfolio holding of about 50
subsldiary and assoclated companies in which it partici_

pates by equity or the provision of loans. ,

As the company is owned and controlled by the
state government, its participaticn in way project is
determined by the Government. It therefore follows
that all the investments of the company must be in line

with the states development plan objectives,

It has also been found that the organisation has
not‘been changing its invegtments ms . almost all the
companies portfolico holdinge are the very ones it has
been holding since inception, This means that it does
not diveét from a given project whether or not it 4s
profitable egpecially if it is in the priority areas of.

the government,

71
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Mopt of the gquoted securities held by the company
sgre in form of common stock which are of few induatries,

and have not been congtantly reviewed.

Inveatment Appraisal Technigues, which help greatly
in determining the worthiness of an inveastment are not
uged by the company. This hinders the gelection of the
best set of investments, and it is obvious that one

cannoct ranage what is not properly selected.

The company does not also invest across different
industries which would have minimised the pogsible

deviation of returns.

Most importantly therefore the company does not
analyse securities, elther using past data or forecasted
gecurities performance, before selection, and at the g
gane time does not evaluate the performance of lts
investments. A proper performance evaluation of the
inveatrents would have enabled it to divest from thoge
that are no longer profitable, and invest more on thogse

that are profitable.
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(KNC%QgION:

F¥: ) an.industrial promotion Agency of the Xano
$tate Government, KSIF Limited operates as an open
gyeten organisation which inter—reiates and with
other organiga¥ions to achieve its desired £oal by
way of matual interdependency in areas of common
interesat, What is to be answered here is, "can it
be gaid that XSIP Limited is able to develop the feed=
back mechanisg of obtaining adequate information about
the changes in environmental forces with a view to
achieving ita stated objectives". If not, what are
ita constrainta?", |

This question may be complex in the light of
the present economic gituation, but in the context
of thia study, the first thing that comes to ming is
the fact that, desplte obvicus problems in the course
of operation, the dwindling economic climate, the
persistent lack of funds from the government to
fulfill obligations on gpecific projects which are
in fulfilment of government development plansa,
continued tidious gnd stringent dbureaucratic channel
of communication leading to delay in taking gsome
urgent decisions, political interference egpecially

in the appointment of board members, and continued
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political instability. These factors seriously

affect KSIP due to the fact that all KSIP Projects

under implementation and investigation are those geared
towards manufacturing concern, which entails importing
one kind of machine or the other. Thig state of

affairs regulted to a very large extent in the depressing
development of the economy and particularly, projects

under implementation.

Another important thing, that suppose to be
congider ig the poor performances of the companies
nanage by KSIP Limited, thig could be attributed to
nanagement inefficiencies, technical problems, modern
development and stiff competition from imported products.
For example, the introduction of video films in most
hougeholds had seriously affected the performance of
the Cinema Industry. Alao competition from superior
foreign goods affects the turnover and hence the

profitability of most companies.

Another mogt important finding of this research
ig that methods of invegtment appraisals like the
Net present value, ARR, profitability index e.t.c.
are to this company considered theoretical, as such

are not applied in appraising projects.
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Upcn all the above mentiorned problems KSIP
Limited is still sustaining itself from within,
when compare with other development finauce
institutions in the country. This is due %o

recruitment of experienced and qualified personnel,

It is in line with mentioned oroblems that the

following recommendations are gzive:

RECOMMINDATION 3;-

The continuous government in‘ervention in the
day to day aftairs of the corrany is one ofdthe
most important factors militatineg against the
etficiency and efrectiveness of the company.

The day to day management ol the company should

bhe lert as r'ree as possible to management sSo a&as

to carry out the policies required by them,

There should be clear demarcation of responsibilities
both between government departments and between
ministries and boards., The measure of munagement
should not be purely commercial success or social
achievements, but should be efficiency with which

the ‘enterprise carrizc out the Joint commercial

or ,8special duties ziven to it.
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The board of Directors who determine major
policies should comprige of men and women who are
committed, qualified and of exemplary character, not
thogse who are only interested in allowances e.t.c.
Members should comprige of professionals especially
in the field of investment as profeassicnal decisions
makers, like investment decisions should be taken by
profesgssionals in the organisation. Decigions taken
by unqualified people will nto be effective.
Moreover ag the Board of Directors approve major policies
ag they affect the operations of the company, profegsional
workers in the company, especially thoge in the invest=
ment division should be allowed to make suggestionsg

and recommendations which the board should accept,

The financial resources of the company should be
augmented so that it can divergify its activities,
Government should provide more funds and give the
company a free hand to chooge and participate in
efficient investments. The company should also take
into consgideration the risk and the returns of each
investment opportunity. It should use all the
available techniques of evaluating projects. [Financial
analysis, present value, ARR, profitability index,

I.R.R techniques, stock market reports should all be

ugsed to determine the best get of investments.
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It should elgo diversgify itz investment holdings into
different industries with different economie backgrounds{

l.e. industries that are perfectly negetively correlated.

The company should alsgo undertake busineas
education of the entrepreneurs and the general investing
publie, through seminars, conferences and courges on
ways and means Of establishing viable projects,

Moreover the viable projects should be handed over to
the indigenous entrepreneurs, and the use of local raw

materials should he encouraged %o reduce cost.

The Xano State Invegtment and Fropertles lLimited
should be autonomous and well funded. As zovernment
bureacracy causges deley in project implementation, the
company should ve allowed a free hard to carry out its
activities, Fundg should be sourced from government,
bvanks and non profitable ventures should be divested. |
The coipany should algd employ all the modern investment
appraisal techniquea s0 as to determine the most é

profitable projects.

Experts and well qualified civil servants from !
the Miniatriea of Pinance and Trade could be used, to
neke feasibility studieg on investment opportunities,
and publigh their findings for entrepreneurs identifica-

tion, promotion and development.
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The financial performance of companies should be
meaguréd and comparigon made with a Ziven standard,
Thig will enable the company see which company is in
sound financial position. Ratiog of different companises
gshould be calculated, and for a given company rations
of twd Or more years Operations should be determined
toc gee how each company is performing. These ratios
will enable the company see the liguidity, profitability

and leverage position of the company in question. ‘

\
|
L

Thig will gerve as a good gulde for ftaking a gound

invegtment deciasion.

The need for portfolio revision for any sound
portfolio management cannot be over emphasised., It is
to determine when more money is to be put or withdrawn
from an invegtment. This cannot be poasible without
first determining how best the investment is performing
in relation Yo the preveiling market condition. I
Portfolic revigicon may alsoc be neceassary for taking
alternative decigions on whether or not to invest in other
gsecurities, This ia t0 say that any investor, individual
or ingtitutional, ghould device a meang of measuring the -
performance of his portfolio. An effective yardstick
pay be uged such as the reslised rate of return, the ﬂ
hiastorical data on returng and the forecagted performancé
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due to expected changes in government policies and

other Tactors,

Two very important gchoolg of thought were
developed on gecuritieg evaluation. Thege are the
Technical or Chartist Approach and the Fundamental or
Intrinaic Value Approach. To the Technical Analyets,
Securities Value could be determined by the uase of
higtorical date, They believe, that history repeats
itaself as such the past perfaormance of a security

determines its future performance,

L

The fundamentalists on the other hand believe
that the value of a given security is determined by
gome aet of economic variables, like dividends, total

earnings and the cagpital structure of an organisation.

Each of these positiona is useful as far as
portfolio revigicn ia concerned. It all depends on

how accurate the information to be used is.

Thege guggegtionsg if atrictly followed, KSIFP :
will no doubt make itsgelf the best investment organisa-
tion, Its investiment objectives will be achieved which
will also lead to the realisation of the governments
overall objective of getting up and funding the

[o] Ollpa.ny.
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APPINDIX I1

SUMMARY OF THE HOUSZ3 UNDZR KSIP AND MIKNISTRY OF
VS APFAIRG: -

NAME OF HOUSING RO, OF HOUSIS NO, OF HOUSZS TOTAL
S3TATES NDER KSIP UNDzZR MIN, OF

HOMAE AFFAIRS

(a) Kundila Zssate
Phase I 215 - -

(b) Kundila Bstate
Phase 11 84 1

w
O
|

(c¢) Ja'oji Housing
Estate 112 - -

(d) Gwammaja Housing '
gstate 125 224 -

(f) Federal Housing-
EHstate Zoo Road

Total = 247 431 “ |178
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