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ABSTRACT

Cement is an indispensable raw material in the
building of a nation, the importance of the cement
industry is seen in the role it plays in building and
construction, and its contributions to the general
economic development of the country,

Although much emphasis is laid by the government
on local manufacturing to substitute imports in order
to improve the economic situation in Nigeria, Cement
Companies which get 95% of their raw materials locally
have not been given their degserved attention, This has
led to scarcity of cement, with negative developments
in the building and construction industry, and the
general economic development of the country,

This study examined the activities of the Cement
Manufacturing Companies in Nigeria during the period
1984 - 1989, their contributions made so far to the
country, the factors which have contributed to the
crisis in both building and construction industry and
the economy at large and offered recommendations to
improve the situation,

‘The study revealed that aggregate national demand
for cement f&r outstripped domestic production and
cement companies operated below their installed capacity

(65-75% average)., This short coming was due to problems
associated with insufficient spape parts, inadequate

power supply, lack of trained staff, scarcity of foreign
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exchange, obsolete equipments, 1nadequate working
capital, government policies and inefficient
distribution channels,

Degpite this problems 1t was found that cement
companies contributed in the following ways: |
Provision of local cement to the buillding and con-~
struction industry, foreign exchange savings to the
tune of M3,259 billion during the study period.
Capital savings for investment In other areas of the
economy, employment opportunities for Nigerians and
gsome technological skills have been acquired by
indigenes,
| It is suggested that the current tariffs on
cement inputs be cut down, preferential allocation of
cement be eliminated, governm:nt should give financial -
assistance to the companies, efforts should be in-
tensified to find local raw materials and spare parts
industry be established in the country to serve
cement companies and the rest of the manufacturing

sector,



(Viii)

TABLE OF CONTENTS

(PAGE(S)

Title Page veees  eeuee En
peclaration sanae ceees i1
Cextification . coenen 1idi.
Ackrnowledgement evoeas tesen v,
Abstract cese caane vi-vii,

Table of Contents ceaaa cenae viili,

List of Tables senea srena ix,

List of Figures cesas cevse x,

CHAPTER ONE
1.6 INTRODUCTION

1.1 General Introduction ceses S o 1- 4
1.2 Objectives of Cement Companies .,... . 4~ 6
1,3 5tatement of Problem cesna seaus 6- 7
1,4 The Purpose of Study sensa Car e 7- 8
1,5 Scope of the Study ceues venves 8§~ 9
1,6 Limitation e v B
1.7 Reseaxch Methodology erena trera 10
1.8 Definition of Terms sonas ten oo 10-1&
1,9 The Plan of the Project ..., swaas 12-13
Foot Notes P tasan 14

CHAPTER TWO

2.0 HISTORICAL BACKGROUND AND LITERATURE REVIEW

2,1 Historxrical Background YRR tenan 15-18
2,2 Literature Review seens casss 18-26

Foot NOtES L ] F e wwe 27

CHAPTER THREE

3,0 THE STRUCTURE, ORGANISATION AND MANAGEMUENT
OF THE CEMENT COMPANIES IN NIGERIA

2.1 Oemership Stractusre aesne ranaan 28- 21
3.2 Installed cCapacity cssea saere 31- 32
3.3 Cement Production Process.., e 32~ 37
3.4 Organization and Management conue 37. 53

Foot Notes . _ 54



CHAPT ER

FOUR

PRISENTATION AND ANALYSIS OF DATA

& n "

LI

LI W

a4 B

LI B

% R

L L B

L I N )

4.0
4,1 Capacity Utilization
4.2 Demand and Supply
4.3 Marketing and Distxibution,...
4.4 Production Costs and Profitability .....
Foot Notes
CHAPTER FIVE _
5.0 CONTRIBUTIONS OF CEMINT COMPANIES
5.1 Building and Construction ....
5.2 Economy veowse
5.3 Social Responsibility
5.4 Transfer of Technology
5.5 fmployment .....
5.6 Training and Development
5.7 Problems cea -
5.8 Prospects tease
Foot Notes .....
CHAPTER S§1X,
6,0 COONCLUSION AND RECOMMENDATION
6.1 Conclusion ..... |
€.2 Recommendations

Bibl ioaraphy

> * &9

LA

55-60
61-64
641-67
67~71

72

73-75
75-80
8081
81-83
83

A3=-85
B5-88
88-90

91

92-93
04-95

96~97



Table

Table

Table

Table

Table

Table

Table

Table

Table

Table

Table

3.1

3.2

4,4

4,5

4.6

4,8

4.9

(%)

LI5T OF TABLLS

Fage
Fquity Ownership in Nigeria¥s Cement
Companies, May, 1989, 31
Installed Capacitics in the Niaerian
Cement Industry, 32
Proportion of Installed Capacity
Utilised 1984-1989, %
Companies Market Share 55

supply and pemand Statistics On Nigerjian
Cement Industry, 56

-

Channels of Pistribution 57

Cement Companies Bx-Factory
tnit price per tonne 1984-1989, 57

Sales Price Movement and Frofit per baa
1984 ~ 1980, 58

Total Cost of Production and Raw Materials

in Cement Companies, 58

Profits (losscs) of Cement Companies
1984 - 1989, 50

Profit Margin for Nigeria's Cement
Companics 1984-1089, 59



Finure

Figure

Figure
Figure

Finure

(%)

LI53r OF FIGURES

Fage

WAPCCQD Organisational Chart (Headquar 38
ters)

WAPCCO Organisational Chart (Factoay)

39
CCNNL Organisational Chart 42
BCC Organisational Chart 46

Ashaka Cement Organisational Chart. 50



CHAPIER ONE

1,0 INTRODUCTTION

1,1 General Introduction

Cement is a building material productdbasically from
limestone, gypsum and other additives such as clay, sand
and shale, It is used in building of houses (residential
and offices), hotels, and in the ecnstruction of roads,
bridges, dams, airports, sea ports, and other constiuct—
ion works generally carried on in the construction
industry,

The importance of the cement industry to Nigeria
cannot be overemphasised, The average capacity utiliz-
ation rates of the cement manufacturing companies have
been consistently higher than the overall sectoral
average for the manufacturing sector and thus contribute
immensr]y to the Gross National FProduct of the country,

Nigeria is richly blessed with mineral resources
which include petroleum, coal, tin, columbite, natural
gas, limestone, lignite, lead and zinc.1 With these vast
resources, Nigeria has a great potential to become one of
the most industrialized nations in the world, The cement
industry therefore, serves as one of the means of tapping
these mineral resources and using them to the benefit of
the nation and its citizens,

Tho recent economic situation has made the country

to locr inwards to discover and utilise things that we

can make ourselves in order to attain social and economic



self reliance., The cement industry sources 95% of its
raw materials locally and with more rxesearch and
development can source all its raw materials locally,

| The industry saves the country a lot of foreign
éxchange through t he provision of locally produced
cement to the buildinag and construction industry, and
also contributes to the training and development of
the country's work force in addition to the provision
of employment opportunities,

The industry forms the bedrock for building and
construction which are necessary for transportation
and provision of social amenities to the majority of
the country's population who are currently living in
the ruler areas, o

The cement industry thus, has a vital role to play
in the economic growth of the country, especially with
the recent emphasis on the diversification orf the
economy and ruler development,

The soaring prices of building materials particul~
arly cement, have led to the abandonment of or delay
in the execution of many construction projects to the
detximent of output, growth and employment,

deterinratego

The situation ﬁ the extent that the

Gover nmemat had to hold a meeting with Cement Manufact-
urers in Decimber, 1988 and January, 1989 with a view

to resolving the problem,
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The experience so far is that the execution of
numerous public sector projects is stalled by the
high prices of building and ceonstruction materials
especially cemeént. Considerably affected in this
regard are the Ajaokuta Steel Plant, Itakpe I1ron Ore
Project, various housing and devdlopment projects,
almost all airports, the Iwopian Paper Mill Project,
States' Agricultural and bevelopment Programmes and the
building of political offices in all the State and
Local Government Headquarters. Specifically, the
offices for which the Federal Governmant earmarked
N676.5 million remained uncompleted at the scheduled
date of August, 1989 due mainly to costs over-run
which resulted from soaring input prices,

Thr building and construction of the national
secrrtariat of the Manufacturers Association of Nigeria
(MAN) could not be completed by 5th of May, 1989 as
scheduled, Private secteor property development is
almost grounded to a halt with adverse repercusion on
house rents in cities,

Even with the high prices of cement in the market,
it is still not sufficient. Many consumers find it
very difficult to obtain cement and distributors have
to deposit their money with cement companies for over
thre* months before obtalning their cement allocations,.

With sueh a vital role in natrion bxilding, the
absoance of snfficient cement can hold up key social and

economic projects therebv affecting the whole nation in



many aspects., Government therefore, as a matter of
necessity have to give areater attention to cem:nt
companies to enable them fulfill their quota in the
building and construction industry and to the economic
development of the nation as a whole,

It is in the light of these that a study was
carried out on the activities of Cement Manufacturing
Companies in Nigeria for the past five years to find
out their role and contributions to the building and
construction industry in particular and the country
at large, the major problems confronting the companies,
their prospects and to give suggestions to improve their

per formance,

1.2 Objectives of Cement Companies

The objectives of the cement companies in Nigeria
are clearly spelt out in the various charters of their
establishment., The major objectives among others in-

clude the following:

i) Maximum and effective utilization of the
abundant raw material (limestone) in the

locality,

ii) To boast the supply of cement for the
increasinag infrastructural projects
embarked upon by governments, corporations

and individuals,

iii) Provision of gainful employment for

Nigerians.



iv) To organise and implement phased
training and manpower development
proarammes for indigenous personnel to
the intent that by the end of the in-
itial term of management period the
operations of the company would be
substantially manned and controlled by

indigenous persons,

v) To erect construct, lay down, enlarge
alter and maintain roads, railways,
trainways, sidings, bridges, reservouirs,
water courses, shops, stores, factories,
buildings, works, plants and machines,
if necessary or convenient for the comp-
any's business, and to contribute to or
subsidise the erection, construction and

maintenance of any of the above,

vi) To open and work upon the lands held by
the company or wherin, it shall have
acquired any interest or right, any mines
quaories or pits, and extract smelt and
manufacture or otherwise turn into account,
any metals, minerals, stone, coal, earth,
or other substances and thinas whatsoever,
or anything capable of being produced

therefrom,

vii) To borrow or raise or secure the payment of
money for the purposes of or in connection
with the company's business in such a manner
as the company shall think fit,

+iii) To carry out in any part of the world, all
or any of the businesses of manufactures of
of and dealers and workers in cements, limes,
plasters, artificial stones, whiting, clay,
gravel, sand, minerals, earth, bricks, tiles,
pipes, paints and building materials of all
kinds.



ix) To grant pensions, allowances, gratuities
and bonuses to directors, officers, ex=-
officers, employees or ex-employees of the
company or the dependants or connections
of such persons, to establish and maintain
or concur in establishing and maintaining
trust funds or schemes (whether contributory
or non-contributory) with a view to providing
pensions or other benefits for any such
persons aforesaid, thér dependants or connect-
ions and to support or subscribe to any
charitbhle funds or institutions, the support
of which may in the opinion of the directors,
be calculated directly or indirectly to be-
nefit the company or its employees, and to
institute and maintdn any elub or other estab-
lishments or profit-sharing scheme calculated
to advance the interests of the company or its

officers or employees,

x) To enter into partnership or any joint-purse
arrangement or any arrangement for sharing
profits, union of inter«sts or cooperation
with any company, firm or person carrying on
or proposing to carry on any business within
the objects of this company, and to acquire
and hold, sell, deal or dispose of shares,
stock or securities of any such company, and
to guarantee the contract or liabilities of,
or the payment of the dividend, interest or
capital of any shares, stock or securities
of and to subsidigg or otherwise assist any

such company etc,

1,3 Statement of Froblem

Cement is an indispensable raw material in the build-
ing of a nation., The importance of the cement industry is

seen in the role it plays in buildina and construction,



provision of employment opportunities and its con-
tributions to the general economic developmint of the
country,

Al though the governmrnt has of recent, laid much
emphasis on local manufacturing to substitute imports
in order to improve the current economic situation in
Nigeria, cement companies have not been given their
deserved attention, The result is that, cement comp-
anies which get 95% of their raw materials locally are
still operating below their installed capaciti s,
scarcity of cement still prevails in the country with
its demand far above supply and many of their prospects
are still lying untapped,

This is having a serions effect on the country's
development., 1t is hoped that the results of this
project will be used by the Govermment and cement

companies to improve their performance,

1.4 The Purpose of Study

The present economic depression in Nigeria has

often becn traced to mismangement and overdeperc e of

the country on oil, As an effort to swlve this problem,
the Federal Government has taken positive steps towards
diversification of the economy, Frominent among such
steps are the Structural Adjustment Programme (SAP),
Privatization amd Commecialsation, Second-tier Foreign
Exchange Market (SFIM), and others. With the cement
industry occupying a very important position in the
development of the country, it is apparent that an

effective and efficient utllization of the Cement



Manufacturing Companies in Nigeria will go a long way
in improving the current economic situation,

The purpose of this study therefore, is:

i) [o know the size and the role of cement manuf-
acturing companies in the Building nd Const-

ruction Industry.

ii) To find out the role that cement manufacturing
companies play in the development of the Nation,

iii) To know as to what extent these companies have
been able to ao in achieving the desired object-

ive of setting them,

iv) To discov:r the problems that inhibit thrir
effectiveness and efficiency, towards achieving
their goals or objectives,

v) To find ways of improving their pexrformance in
terms of quality and increase output. When this,
is achirved it will further increase their con-
tributions to the development of the Building and
Construction Industry as well as creating employ~
ment opportunities, training and development and
thege will lead to a general economic development

in Nigeria,

1.5 Scope of the Study

fhe project attempts to bring out the historical
development of the cement industry in Nigeria since
independence and the major functions performed by Cement
Manufacturina Companies. [Ihe study of the activities of
the various firms (seven) was concentrated mostly within
the last five years; 1984 -1988, and the first quarter

of 1980,



This period rxepresented the time which the
country depended almost entirely on the indeginous
companies for her cement needs for building and con-
struction, Although much of the building and
construction work was done during the oil boom period
of 1970's to early 1980's, majority of the cement used
was imported. |

The impact of the local firms was felt more during
the periced under study. Furthermore, this period re-
presert s the time when all the cement firms in the

country were in operation,

l,¢ Limitation

It is of no doubt that a study like this one needs
detailed and accurate Information, for an indepth analy-

tecertain constraints some of the

sis. However, due
information, even though obtained are not in detailed,
Firstly there was not encugh time available for the

research,

Secondly, the high cost of transportation and poor
communication means within the country.

Thirdly, the inability to reach some of the people
concerned for prrsonal interviecws,

Lastly, lack of appropriate facilitics for research.

N«wertheless, most of the information contained

here 55 reliable and wvalld,
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1,7 Rescarch Methodolcgy'

The Information used for this project was obtained
through two main sources which are a) primary sources

b) secondary sources,

{a) Primary Sources: Lhe only means used here was
personal interviews. Interviews were carried out
with some of the Managers of Cement Companies
where useful information was obtained, Some retail-

ers and consumers of cement were also interviewed

as well as dealers and distributors.

(b) Secondary Sources: Most of the data obtained for
this project was from secondary sour ces for the
obvious reason that it was easier and more realistic
to get valid information from these sources within
the time available,

These sources included Central Bank of Nigeria's

Publications, Trade Journals, Annual Reports of Cement

Companiers, S:-minar Fapers, Sperches by Executives of

Cement Companies, Govermmrnt Publications and Newspapers,

1.8 Definition of Terms

1.8.1 Fconomic Development

The reduction or elimination of poverty, inequality

and unemploymrnt within the context of a growing economy.3

1.8.2 Company

An association of individuals, organisation or
government coming together for business, trade or commerce,
It is usually incorporated under the ordinary company

law of a country.
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1.8,3 Public Company

This is a business, commercial or economiec under-
takinas especially industrial, aaricultural or commer-
cial concerns which are owned (wholly or in part} and are
controlled by the State, 1t can be jointly owned by the
Stat: and Private persons as well as joint bodies, Its
shares can be sold to any one, the minimum number of

members is seven and the minimum number of directors is

two,

1.8.4 Private Company

This is a business, commercial or economic under-
takings which are privately owned and privately controlled,
It restricts the right of transfer of itss shares to its

members and limits its members to fifty,

Iechnologx

Technoloay denotes the sum of knowledge - Scientific,
emperical, artistic or in general, experience, skills
necessary for manufacturinag a product(s) and for establish-

ina an enterprise for this purpose,

Iransfer of Tcchnology

Technoloay flow through embodiment of knowledge in
capital equipment and intermediate goods, techniques or

process, skilled manpower and through the flow of pro-

5

prictory and non proprietory information.
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1.8,5 Social Responsibility

The intelligence and objective concern for the
welfare of society that restrain individuals and cor-
porate behaviour from ultimately destructive activities
no matter how immediately profitable and leasts in the

direction of positive contribution to human betterment,

Variouslyv as the matter may be defined, ©

1.8,6 Training and Development

Any process by which attitudes, skills and abilities
of employees to perform specific jobs are increased,
With respcet to development it is concerned with the
acquisation of manaagerial skills, Trainino on the other
hand is acquiring basically technical or non managerial

skills or knowledge,

1,9 The Plan of the Project

IThe firdt Chapter introduced the subject of the

study bringing out the problem, purpose, scope, limitation
and research methodology. The key terms used in this
project are also defined,

Chapter two is a review of background literature and

historical development,

Chapter three covers the structure of the Cement

Industry in Nicgeria, ownership structure, installed
cap city, the Cement Production FProcess, Organisation

dbies | Ui ¥
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Chapter four presents data and its analysis

under the following headings: Capacity Utilization,
Pemand and Supply, Marketing and Distribution,

Production costs and Frofitability,

Chapter five brinas out the contributions of the

Cement Manufacturing Companies in the areas of Building
and Construction, the economy, social responsibility,
FPmployment, Iraining and Development, and their Problems

and FProspects,

Chapter six is the Conclusion of the Project and

the Recommendat ions,
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CHAPTER TWO

2,0 HISTORICAL BACKGROUND AND LITLERATURE REVIEW

2,1 Historical Background

The history of the Cement Industry in Nigeria can
be traced right before independence in 1960. Prior to
this time, as a result of geclogical surveys by the
British Colonial Masters, two Cement Producing Companies
were established in Nigeria. The first was the NIGERCEM
at Nkalagu in the then Eastern Region which was estab-
lished in 1956, The limestone deposits in that area are
estimated to last for about one hundred years, The West
African Portland Cement Company was established in 1958,
Its factory at PBwekoro, Western Region was commissioned
in 1960 and the first bag of cement from this company
was put to the market on December 3rxrd, 1960,

The aim was to complement the imported cement and
boast th- Nation's efforts in industrialization. These
companics were established on the basis of national
comparative advantage,

On attaining independence, three additional cement
companics were established in the first half of the
1960's in recoqgnition of the crucial role of this
industry in the development process, The Cement Company
of Northen Nigeria Limited, Sokoto was established in |

August 1962 and initially commissioned in 1967. After

the commissioning the cement plant could not operate

effectively because it was wrongly designed, Initially

it was designed as a wet process plant, but had to be
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converted to dry proceﬁs after it was found tﬁat the

raw materials was not suitable for the wet process,

The management agreement with the then managing agents
was terminated, and in 1979, a contract for resuscitation
and expansion of the plant was signed between the company
and a German Consortidkm of firms, The resuscitation and
expansion was completed early in 1982, Calabar Cement
Company and Bendel Cement Company were both established
in 1964 and their plants were cited at Calabar and

Ukpilla respectively,

In anoth:r development, further investigations by a
tram of surveyors from the Geological Survey Department
“into the commercial viability of limestone deposits in
the country led to the establishmnt of more cement
companies in the 1970's., Benue Cement Company was in-
corporated as a limited liability company in 1975 but
production of cement was to start five years later, Thé
factory was located at the limestone deposits in Yandevw
near Ghoko in Benue State (estimated to last for one
hundred years). August 15, 198B0 was the day when the
first bag of cement proaduced from the plant was despatched,

In 1976 West African Portland Cement Company estab-
lished its second plant in Shagamu, while the Federal
Government with other investors established the latest

cement company at Ashaka Bauchi State in 1978,
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lhe policy of even development and nearness to the
source of raw materials influenced the spatial distrib-
ution of cement plants in different patts of the country,

Beina a resource-locked industry, the availability
of raw materials such as limestone, clay, silica sand,
coal and shale which are bulky, played a key role in the
location of these plants, Cement itself being bulky,
requires effective transportation for it to reach con-
sumers at reasonable prices. Consequently, its market-
ability over long distances is restricted because of high
transportation costs.

Characterigtically therefore, cement production and
distribution is subject to geocaraphic limitations among
other things,

Today there are seven cement manufacturing companies
with right plants., These are as follows:

1, west Afridan Portland Cement Company (WAPCHD)

with two plants at Ewekwo and Shagamu, both
in Ogun State,

2, Nigeria Cement Company Limited (NIGERCEM) at
Nkalagn in Anambra State,

3. The Cement Company of Northern Nigeria
Limited (CCNNL), Sokoto in Sokoto State,

4, Benue Cement Company Limited (BCC) in Yandev
Benue State,

5, Bendel Cement Company Limited, Ukpilla Bendel
State;

6. Ashaka Cement Company Limited, Ashaka,
Bauchi State,

7. Calabar Cement Company Limited (CALCEMCO),
Calabar, Cross River State,
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Plang have alsoc reached advanced stage for a 700

million Cement Company in Dukal, Gongola State,

2,2 Literature Review

Naot much literary work has heen ddne on the éeﬁent
industry in Niqgeria, both in the past or in recent
times, This part of the Chapter contains a review of the
available literature on the cement industry in Nigeria,
According to Umar R. Mohammed, the problems fading
the Crmint Company of Northrrn Nigdria havr made it
difficult for the company to contribute much to the
economic development of Soketo State, In his research
in 1985 he identified the following problems,l
The Company was confronted with problems of import-
ing spare parts because of the economic measures, It
was no more easy to get import licence to impeort all
the needed spare parts into the country. For example
the company applied for a license to import spare parts
and other consumables to the tune of M4,7 million in
1984 but the government only approved N1.09 million,
Thexe was also the problem of establishing letters
of credit for the licenge obtained. All these hampered
the company and it could not operate satlisfactorily
without continuous supply of spare parts and consumables,
The company did not have sufficient trained staff
and hence got into contract agreement with the foreign
managing agents to train the indigenes until they could

effectively take over the operations of the plant,
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Seventeen éxpertrait stalff were employed to manage the
plant and put the indigenes through on the job during
the period of the agreement,

He also identified the problem of scarcity of
cementf%he company had problems on how to distribute
cement to the teaming population of consumers, The
company could not meet the demand of limited capacity,

Another problem was due to heavy rainfalls during
the months of July to September which floads the quarry
arca making it muddy and inconvenient to the workers
and h-avy trucks, It also causes high moisture content
in the raw matrrials,

Lack of sufficient power supply to the company was
another major problem he identificd, Since 1980, the
company had pressurised NEPA for the provision of
additional capacity of transformers to supplement the
existing one in order to meet the ultimate demand of
16 MW by the company. Although, NEPA has installed one
additional 24 MW transformer to its Sokoto Sub-Station,
there is still the fear thét the frequent power cuts may
damage the electronic equipments very quickly if some-
thing was not done,

To arrest the situation the company after a series
of techrical discussions decided to purchase a plant
consisting of six units of 3 MW Diesel generators from

abros, The cost was NP million, out of which M6 .
®mit Y iom Wi offeghore, FKinancial affers from foreion

banks were made but this financing could only br possible
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if thr off-shore parf cculd be guarantﬂod.by.thﬁ Federal
Government. The company approached the Federal Government
but could not succred because of the Federal Government
pelicy not to guarantre any further loans from abroad,
Umar in his study, recommended the following measures
to solve the problems:
According to him the role of finance in attaining
the organisations goals cannot be over emphasised esp-
ecially in trying to achieve the production target, For
this reason, all share helders who have not paid their
outstanding equity should be made to pay immediately,

1t is better to use this outstanding equity for operation

costs rather than for the company to go for more borrowing,

In view of the erratic power supply by NEPA, the company
should make it one of its priority areas to acquire a
complete power house, to sustain the project in order to
avoid losses in production time and to protect the
electronics and electrical gadgets,

To ensurc adequate provision of spare parts the
company should plan how to use its license and early
orders should be placed for spare parts,

The company shoi1ld exploxe arcas for more limestone
to increase its production so that the company can supply
the demand of the people in Sokoto State and the neigh-
bouring States. Furthermore, the gypsum deposits around
Sokkto should be tapped, In this respect the Federal

Government should come to the aid of the company to tap
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this important raw material, 1If it is tapped it may
be possible to supply other cement companies in the
Federation thus saving huge amounts in foreign ex-
change,

As a means of motivation, staff should be given
all necessary incentives such as provision for accomm-
odation, rrcognition in their jobs as well as respon-
sibility and above all attractive salaries should be
paid, This will enable indigenous staff to work harder
and be willing to lrarn faster from the expertraits they
are undrrstudying,

Tunde Otufowara (1985) in his own study recognised
the following problems in cement companies:

Noticable in the operation of the cement companies
is the degree of government intervention. [Ihe government
has invested a lot of money in the companies and by right
it has to know what is going on, but this has to be
limited in or/er to give the company some free hand to
allow for efficient management,

whereas tle priority of the cement companies in the
country is ' produce cement, the sum tot"1 of cement
produced loenlly is grossly inadequate for the Nigerian
consnmrrs,

[ dianified middlemrn called distribuntors in their
own wiy contribute to high price and artificial scarcity

of “ ment throuash hoardina, The problem pesed dy dike
location of th facilities which make them not easily and

conviniently accessible to most of its consumers also

created additional constraints,



He gave th: followinag recommendations to help solve
the problens:

Cement companies should embark on the distribution
of its products through reputable supermarkets, stores,
and open up more depots not only along the rail lines
but in major cities in the states and eliminate the use
of parasitic middlemen styled distributions, who con-
tribute nothing but reap a huge profit,

The amonnt of cement allocations to construction
and Fnoineering companies should be made commensurate
to the level of the work they do in order to make more
cement available to minor consumers and property develop-
ers, [Ihis will also put a stop to sales of excess cement
received by theso companics,

Political interference, though desirable because of
the level of financial involvement by the government in
the activities of the compani~s should be limited in the
appointment of Board members to give room for continuity
and efficiency,

The companies should be allowed to employ its staff
and appoint Board members from the labour market, as this
will g?we it the opportunity of engaging the best mater-
ials i+ business management,

Ih:re have been suggestions on Privatization and
Commercialisation of government companies to enhance the

am o CHoamcnd and oporational officiency,
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"The measuve serves as an o~ffective mode of de-
regilating the economy and thereby aidina the expansion
of the production frontiers.“3

The Federal Military Governmont adopted this policy
and promulgated decree number 25 in 1688 on Privatization
and Commercialisation, According to the Chairman of the
Technical Committee on Privatization and Commercialisation
(ICPC), Alhaji Hamza Zayyad, over 152 million shares from
20 companies had already been sold out, and shares of
35 others were in the pipeline as at Aygust 1990.4

The Benue Cement offer was the 20th to be made by
the TCPC in the exercise, It was also the second cement
company to be privatised through public offer for sale of
its shares by the Committee and the largest single offer
that had so far been made since sales of shares commenced
in January, 1989,

Chirf E,A, Ogunlaye, Chairman of Cement Manufacturers
Association of Nigerria, gpeaking about the economic hard-
ships in the country said that the sitnation has led to
the unviability of five out of seven cement companies,
which klown production of cement to 1.1 million metric
tonnes last y~ar from the expected 3,1 million metric
tonnes,

He furth'r warned that the government may b forced
to expend considerable proportion of her foreign exchange

to import cement unless the government intervened urgently

to arrest the situation,
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[he effect of this would be a negative development
in the government objective of making life condusive for
the populace "The Programmes of road development,
harbour construction and the cost to provide honses for
all by the yrar 2000 wonld beumiraae."s

Using WAPCCO as a case study the Chief said Cement
Comapanics now operate with aging in outdated instrument
which eannot cope with the current demand for cement in
the country, WAPCQO which wanted to replace its machin-
ery five yvears ago at the cost of N340 million now
required about NL,5 billion to carry it out, This is
the sitaation most companies find themselves these days
owing to SAP which is squeezing every body dry.

Meanwhile the outgoing governor of Anambra State
Col, Mufu Rufai has enjoined the Board of Directors of
the Nigercem to device new avenues for making the company
more viable,

Minister of Industries, Air Vice Marshal Mahmud
Yahaya,6 said in Gboko, Benue State that factors which
contributed to the high cost of cement production in
Nigeria were being identified for a possible review in
the next budaget,

Speakina at the closing ceremony of the 10th Anniver-
sely celebration of BCC Gboko, thr Minister assured that
the tariff review board of which he is Chairman would
alse contimue to examimne the tariff stroucture as it
affected the cement industry and other sectors to ensure

that local products were produced at reasonable costs and

at affordable prices to the average consumer,
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He said that the Federal Government was fully aware
of the problims facing Manufacturers in the country, as
a result of which a meeting recently held with the Chief
of General Staff, looked into the issue with a view to
facilitating higher capacity ntilization,

According to him those measures clearly demonstrated
the importance the Federal Government attached to the
manufacturina sector, regarded as the bedrock of the
nation's industrialisation,

Apart from the general problems, which applied to all
cement companies in the countrv, the Minister said he was
aware of the peculiar problems facing B€C, adding that
these included low power supply from the national grid to
the plant and most parts of the state and poor communicat-
ion fadilitics,

He said the problims which had been on for some time
were now receiving the attention of the relovant federal
agencies,

The Minister noted with satisfaction that despite
those difficulties, the company for the first time since
its establishment ten years ago declared dividends for
its 1989 operations,

It was significant he said, that the company was
one of the cement companies being managed solely by

Niger ians, without foreign technical partners,
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This arrangement, though not without costs had
been most uwseful, as it had shown that given the
right atmosphere of industrial harmony and the
necessary tools, Nigerians were capable of holding
and managing large and complex organisations with-~
out external assistance, he added,

He said the company should make concerted
efforts to increrase its production capacity from the
prescnt 55% to a much higher capacity, to enable it

justify its plan to expand its productive basc,
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3.0 THE STRUCTURE, ORCANISATION AND MANAGIMENI OF
THLE CEMENT COMPANIES IN NIGERIA

3.1 Ownership Structure

The Cement lndustry is highly capital intensive as
well as labour intensive., The huge investmont outlay
required has tended to be beyond the financial resourées
of most individuals or group in a developing count ry such
as Nigeria, In addition the returns on invested capital
have tended to be at best very modest, and as such,
private entreprenuers are not very overly enthusiastic
about wholly financing cement ventures, In many develop-
ing countries thereforxe, the government ploneered the
establishment of Cement Industries.l

The ownership structure of the Cement Industry in
Nigeria is largely govermnment (See Table 3.1). EXCept.
in WAPCCO where the government owns 16.58 %, equity
participation by the Federal and State Governments in six
out eof the seven cement companiers' exceeds 607 and is as
high as 907 in Calcemco, The Federal Governmrnt owvns
shares in all the firms except Bendel Cement Company,

Its equity participation in the remaining six firms range
from 10,7% in Nigetcem to 73,5% in Ashaka Cement, The
State Covernments own additional shares in some cement
companies directly in six out of seven companies, with
equity participation ranging from 8,15% in Ashaka Cement
to 78,9% in Bendel Cement. Ihe state governments also

own additional shares in some cement companies indirectly
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tﬁrough investment companies owned by then, For example,
Odu'a investment company owned by Ogun, Onde and Oyo States
has 26.82% equity participation in WAPOCO while the New
Nigerian pevelopment Corporation (NNDC) which is owned by
the eleven Northern 3tates has equity holdings in CCNN
(25.47), Penue Cement (5%) and Ashaka Cement (2,047),

Direct foreion investment is grnerally low in the
Nigerian Cement Industry, Apart from WAPCCO where foreign
investors own up to 40% of the equity capital, forrign
equity in three of the companies range between 1,1% and
12,3% while it is non-existent in the remaining three
companies,

BFuity investment in the cement industry by the Niger-
ian Fublic is relatively low, On the average, the Nigerian
public owns a little under 10O% of total equity of the seven
cement companies,

With the on going Privatization and Commercialisation,
however, the Federal Government has already offered its
shares in two of the cement companies to the public for

sale, Thesge are Ashaka Cement and Beonue Cement Companvy,
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TABLE 3,1 RDITY OWNERSHIT 1IN NIGERIA'S CIMINT COMPANIT IS
MAY 1089,
(a) (b) (c) (d) (e) (1)
Company | Federal| State ot al Instit-~ Foreian| Nigerian
Govt., Govts Govts utional Invest- Puhlic
(a=b) ors
WAPCCO 16,58 - 16,58 26, 82 40, 00 16, 60
CCNNL 31,50 43,10 74, 60 25,40 - -
Ashalca 73.47 10,19 83, 66 4,08 12,25 -
Nigercem| 10,70 51,40 62,10 11,40 - 26,5
Calabar | 40,00 50,00 o0, 00 10,00 - -
Bende 1 - 78,90 | 78.90 - 1,10 20,0
BCC 39,00 35,00 | 74,00 15,00 11,00 -
i
Source: Central Bank of Nigeria Survey.
3.2 1Installed Capacity
he current overall plant capacity in the cement

industry
million

1986 was

is 5,2 million metric tonnes compared with 4,7

in 1085,

account o

I'he increase

in installed capacity sinee

for by CCNNL's 400,000 metric tonnes

and WAI'CCO's 100,000 metric tonnes,

‘ﬂw

table

below shows the

the scven tement companies in Nigeria,

instnlled capacitirs for
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TABLE 3,2 INSTALLED CAPACITIES IN TH# NIGERIAN CIMENT
INDUSTRY 1980,

Company (Mnf?g}scli‘tgxnes) ia;)n!;c ?: ;nl
WAPCCO 1,500,000 3Lk
BCC 900,000 17X
Ashala 700,000 31,1
Niaercem 600, 000 11,6
CCNNL 500,000 9.6
Bendel 450,000 0,7
Calecemeco 400,000 7.2

3.3 Cement Froduction Process

The first staae in cement production is the winninag
of the raw materinls which are limestone, shale, clay and
sharp sand, Limestone, shale and clay are mostly found on
the same site and are obtained by blastinag in the quarry,
The stone is further broken into smaller pieces for easy
handlina by means of crushers, $and can be obtained where-
over it is ecagily available, Becanse of the budky natare
of the raw materialsg, cement plants are normally located
on the site of raw materials to avoid high transportation
costs,

There are three convent ional methods of cement pro-
duction, these are the 'wet', the 'semi-dry' and the 'dry!
process, A1l theeo mothods in the final amalysis involve
the same fundamontal staages aimed at prodacing the same end

pro<uct,



The choice of process depends on the contribat ion of
differont faretors all of which must be bhalanced in makinea
a chnice aof mothods to be nsed, but becanse of increase
in the price of fuels, the wet process is beinag re-
placed by the dryv process or semi-wet process wherevor

the raw materials are suitable,

3.3.1 L{ocﬁSS Dotails

The raw materials are reduced to give particles for
easy mivinag and blonding to produce raw feed miv of
uniform chemical composition containing calcium earbonate,
silica, alumina, iron oxide and other components in ade-

quate proportions depending on the process used,

3.3.2 Blending and Quality Control

In the wet process, the raw materials are rednced to
the required fin“qq in water, blended and stored in
slurry tanks and fed to the kiln as fluid slurry, Pre-
pared raw materials are sampled and analysed at frequent
intervals durinag the milling and blendina process, The
proportion of materials is controlled to aive the optimim
chemical composition of the slurry, WwWater in the slurry -
typically 38 - 407 by weiaht is expelled in the initial
stage of ¥iln procrssinag, I'his process is hiahly fuel
intengive, bat can n1se all types of materials (limestone
and clay) with high matural moisture content and can be
redmeed ovcily to row feed finess and blepded as slarry,
Fwekoro, Calabar and Nkalaan cement factorics nse this wot

pProcess,
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In the dry process moisture in the raw matorials is
expelicd by heatinag in the initial processing staage and
in casc of hard materials, during the grinding stage,
The dry 'meal' when blended is normally passed through
pre heater system which comp letes the drying and brinas
the meal up to a temperature where it is partinally coloured,
In the semi-dry process the raw fi®ed prepared either
by the wot or dry methods according to the nature of the
raw material is formed into pellets or nodules(ball-shaped)
with a medium moistnre content, In both procersses, samples
are analysed at the mixinag and blending stage to give a

correct compoasition,

F.3:3 f_]__g_i_nﬂ

Kilns for wet process are longer than those faor other
processes anl the water in the slurry has to be cxpelled
before the raw materials can be raised to decarhbonation
tempr rature,

I'he kiln is inclined at about 2 degrecs to the
horizontal and the material being processed travels down
the kiln at a rate of about 30 metres per hour, taking
three to six hours depending on its lenath, The apper
dryina -one of the kiln is normally fitted with a syvstem
of char s huna from the shell, As the kiln revolves, the
chains 're coated with moist slurry and hanaing, in the
path o hot oases passing thronag the kiln, significantly
aid the process of heat exchanae between the gases and the

raw miv,
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The wet elnrry coatina the chains helps to control
pollation by trappina it in the kiln, The chains help
the passaa® of materials thronab the kiln by screcning
the slurry forward as it dries, As it approaches a low
moistunre content in the dryina zone, the materials form
into modules dur to tumblina action of the revolving
kiln,

I'he dried material passinag throuoh the kiln is heated
to decarbonation temperature of approximately 80°C at about
the mid-point of the kiln. At this temperature the cafcium
carborate in the miv is dlasociated into calcium ouwide
(free line) which is retained in the mix and carbon dioxide
expelled, The mix is heated further to produce calecium
silienates, aluminate and alumine ferrites which are the
principal active compounds of Fortland cement, Portland
clinker is the prodnet derived from continued heating of
the kiln to a temperatnre of 1500°C,

The chinker is cooled to 60-1507C when it can be
handled withomt anv danaex, The chinker may be sent to
the arindinag mill bt it is nsnally stockpiled and may he
storcd for r-latively lonag periods without loosina anvy

value,

3.3.4 Clinker Grinding

I prodaction of finished cement from clinker mast be
monitor«d fairly closely, the seasonal and short term
fluctuations in the transportation of cement from the

plant,
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Coment elinler is arommed into finishod comont in
tube mills which are common to all processesg - Arv, wet
and semi-dry, The grinding mills are nsnally laraor and
lonaer than those for the row materials and the arinding
time is lonaer, rhe agrindinag tube is a revolving
cylinder divided into two or three chambers containing
size-araded steel arindina media which rednee the hard
clinker to the required finess by combination of import
and frietion,

The elinker and gvpsum fo be grounded enter the mill
thronah one revolving trunion and leave the mill thronah
the trunion at the opposite end, A small proportion of
agvpsnum is added to the elinker-unsnally 47 before it is
arounded inte c:mnt to control the scetting time of the
finished prodnct,

3.3.5 Cement landling and Storage

The finished product is taken to storace silos hefore
beine despatched or packed into bags for transportation,
Cement silos are of reinforced conerete constraction,
weather proof and as nearly airtiaoht as poassible,  Storage
time is =hort and silos stomage capacity is normally
equnl to abont trvo weeks production, Cement in storage
settles and air is therefore nsed to flunidize it for extra-
ction from the ailos into hoppers from which it is eithor

loaded for bl delivery or bpacked for despateh in baas,
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3.3.6 uality Control

-

Duality control is at every stane of prodnction
from the quarry to the finished product, fthe laboratory
analysis at every staane is relayed ba ck to those con=-
trolling the production process, which governs the
quarryina of raw materinls, their blendina, the firing
reaime of the kiln, the arinding of t e clinker and in
the end, the quality of cement produced, samples are
collected at reanlar intervals (rom each of the manufact-
ur ing stages and tested chemically and physically in the
laboratory. Mich of the rontine testing carried out
provides a rapid analysis that shortens the time lag
between samplinag and any necessary adjustments to the

" 3
manufactur ing process,

3.4 Organisation and Managemcent

fo oraanise is to put into working order or tn
arran~e in a svatem, Organisation may be roeagarded as the
egtablishm: nt, with necessary anthority, and provision
for coordination of relationship between porsons assigned
in the pecrformance of w specialised tasks for the achieve-
ment of an enterprise's objectives, It is a structural
relationship by which an enterprise is brought toaether
antd the frame which individual workers are coordinated,

Manaaement oraanisation is therefore the process of
identifying and agroupinag the work to be performed, defining
and deleaating responsibilitv or anthority and establishing
relationship for the purpose of enabling people to work

effectively toaether in accomplishing objectives,
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In order to accomplish their objectives, each of
the cement companies have a defined orgnnisational
struncture for effective management of the companices,

I'he organisational structure for the varions

Cement Companies are as follows;

3,.4.1 West African Portland Cement Company Organisational

Structure,

The overall general administration is carried out
at the Elephant House in Lacos, the Company's administ-

rative headquarters, The structure is as follows:

Board of pirectors
(]

1
]
'
Managing Director
]
]
L]
'

pDeputy Manaaina Director

-

Financial Technical Commercial Geoneral

Director Director Director Manaqger
]

S ' Sales &

Marketing

- wm m W wm a -

L 1
L4 L L]
1 ] 1
1 ' '

Acconntant Technical Stores & Head of
Works Purchasing Fersonnel
]
1
Fersonnel
Managers

| ,
Fi 3,1; WAPCCO Urganisational Chart ( Headquarters)
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The Managing Pirector who is the Chief Evecutive is
responsible for the overall administrative control of the
company. lhe peputy Managing Director reports directly
to him and coordinates the activities of the Financial
Director, Technical Director, Commercial Director, General
Manager Saleos and Marketing. He takes control in the
absence of the Manaaing Director, The head of Personnel
has direct assess to the Manamging Director.

The structure of administration at the factory site

is as follows:

General Works Manager
]

'
Deputy Genexral Works Manager
’ !
!
1

- m m m m M wm wm W s -

Chief Chief Production Frocess Technical
Electrical Mechanical Manager Control Manaaer
Enaineer tngineer Manager
Works FPersonnel Stores
Account- Manaqger Manager
nt
Fig 3.2: WArcoo UYUrganisational Chart ( Factory),

The administration at the plant site is carried out
by tho General Works Manager assisted by the Depnty General
Workes Manager, The operation is divided into functional
depa:r tments which are headed by a Senior Manaoer and assist
bv other Manaaers and Supervisors, The General Works Manage
reports directly to the Technical pirector at the headguart-

ers,
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Finance Departm nt

[he departm nt is responsible for the accounting
duties of the company i,e, pavment of salarics and waages,
pre paration of worlks budaget | control expenditure, cal-
culation of pradiaction cost, material Iabour and eneray

as well as sccretarial duties,

PFersonnel Departmoent

fhis department is headed by a Personnel Manager
and asgisted by Indastrial Relations Manager, There are
four soctions nnder this department, namely estates,
transport, welfare, eecnrity, Dispensary and Canteen,
It is responsible for recruitment of Junior/Casnal Workers,
lookina after the companv's assets both at work aml in the

rstates,

Frodiction D« partment

This is headed by a Production Manaager who is assisted
by tve process and four shift manangers, Frhis department
is dircetly responsible for the production of comint i,e,
obtaininag raw materials, preparation of raw meals, clinker
formation and arindina, 1t also works with other depart-
mente i, e, Inaineering process control and prodiaction

control in order to ensure smooth production,

[he Inainecr ing Department

rhis is the back bone of the company, It is made
up of elertricnl, moechaniecl and process control units,
Mechanienl tnaineerina is responsible for repairinag,

maintaininag and servicinag of all machinery and equipments
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including antomobiles and generators, 1t is headed by
the Chinf Mechanicnal I'mainecr and assisted bv Sectional
mginerrs,

'l etrical Imainecring is headed by the Chief
Fl-ectrical Inaineer, The seection generates, maintaine
electriecnl power supply, protects all electrical equip-

ments,

The Process Control Department

This is headed by a P'rocess Control Inagineer assisted
by Sectional Fknaineers, It liaises with both Production
and Chemical Department in the control of the Chemistry
of cement, monitorinag and control of flow water indicators,

temperature and analvsis of gases in the kiln,

Froduction Control Department

Ihis is a Chemical Department headed by a Chief
Chemist and (OQaality Controller, It analyses the chemistry
of raw matoerials, helps to bleond the raw wmeal he analgsing

samplos, determines the quality and strenath of cement,

Commercial Department
This dropartm-nt takes eare of all purchases for the
company nd ke« ps stock of sich pmarchases, It is divided

into stoyes and purchasing units,

Sales and Marketing Department

The | partment receives orders for the company's
products, promotos and advertises for the produects and

arranaes for distribution of the products,



3,4,2 [Ihe Cement Company of Northern Nigeria

Organisational Structure

Poard of Directors
|
|

Froject fflnnrd inator

[
General Mananer - Company

I

!
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Ireretary

_._]..________..__._.I.. — ] | I __r___ = _.,._.___.'
Prodnet- Satles Trch- Fersonnel Training Yrocnrement
ion Manager | nical Manager Manager Manaaer
Manaager ! Manager , ' '

v L] L] T

L] L

] L] . ; " L

t ' Financial | , ! t

! ! Controller , ' ;

' ' ' ' e e e s

i . ; F 5 . Local Abroad

' ' - - '

i ' Sales Despatch, Mecha- "Flect- |

; ! ¢ nical rical o

' ' G | Local Abroad

il ] 1
Auarry Lab,.Prodn, ‘ "

)
Stores  Acco*'
unts ‘!

-
Fersonnel
Office

Fig 3.3 CCNNL Urganisational Chart,

The Board of Directors

Security

Iransport

The board is directly responsible to the Federal

Ministrv of Commerce and Industries, 1t makes policies

for th  company, reviews the proaress of the company from

time to time and evaluates its porformance of thre management,
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[he Principal Officers of the Company are as follows:

Project Coordinator

He is the Chief fxecutive and the eyes of the Board
of Directors, He helps in interpreting policics of the
Board to the Manaagement, He sees to the overall ranning
of the Companv, He is fully responsihle for all the
operations of the companv and reports directly to the

Board,

The General Manaaer

He is dirretly responsible for the total oraganis
sation of the cement plant and he reports to the Board
thronah the Proiect Coordinator. He supervises all
Personnel of the companv and the departmental heads

report to him directly,

Company Secretary

The Company Secretary helps in the day to day running
of the Organisation administratively, He reports to the
Project Coordinator., Other functions performed by the
Secretarv inelnde Recruitment, appointments, coordination
of study leave, e is the Secretary of the Board, impl-
imentation Committee and all committees of the Poard, He

makes and files all returns to the registral of companies,

Production Manager

I is rearonsible for optimal nee of the matthivery of
rrosaction, thue providing an eofficient servier of all?
departments concernod to ensure a continuous runninag time,
He reports to the Gene ral Manager, He is responsible for

plannina and coordination of production in respect to
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technical and cconomiec rosonreos,

Ho is responsible for general maintenance of all
fixed assets of the companv for new installations within
the premisces and for essentinl services such as water,
electric power supply, thus providing efficient services
to the production area in order to ensure that the
ranning time over a lona period is kept to an upt imum,

He roports directly to the General Manager,

Financial Controller

He directs the manaagement of accounts depar tment and
cverall supervision and arlministration of the department,
He is respronsible far all tavation matters, handles relat-

ion with banks, neaotiate financial requirements, loans,

deposits ete,

I'ersonnel Manager

He is responsible for the runninag of the Personnel
Departm nt which includes recraitment , conditions of service
and n11 matters that affect the welfare of the company

staff, He reports directly to the General Manager,

Sales M nager

I'hvve 3ales Manager is in charge for establishing a
systern of marketing, distribation and advisory service to

the clients, He reports to the General Manager,
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Procurement Manager

He is responsible for procurement of all
supplics requircd by the company includinag spare
parts, and equipm nts, He reports to the General

Manaaor,

[raining kngineecr

He is responsible for the planning, Implimen-
tation and follow up training activitics, He advises
mancaement on matiers concerning training and reports

directly to the General Manager,
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3.4,3 EBenue Cement Company Limited

Organisational Structure

RBoard of Direcctors
1
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' Company Sccrctary/lLeanl Adviser
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| e
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L
Porconnal Corporate  pPublic rr:’:}‘:‘“‘" Medical
Planninag & Relations R

Pata Development

I'rocessing

Fiag 3,4: » “‘'raanisational! Chart,
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Ihe PBoard of Directors
Fhe Board is made up of representatives from the
Government and other share holders, i1t evailunates the
performance of the whole company and reports to the
Federal Ministry of Commerce and Industry thronagh the
Chairman, It approves the annnal budgots of the company,

appo'ints top management staff, It also make policies

for the companvy,

Managing Director

e is tho representative of the Poard and oversees
Aall the activities of the company, He is the Chinf
Ieentive Officer of the Company and the Gerneral Manaaer 5
for Teehniecal, Administration/Finance, Company Secretary

and Lanos Liasion Officer riport directly to him,

Company 5secretary

He is the Secrcotary to the Board, He assists the
Manaainag Director in the doay to day runninag of the

activiti s of the company, He advises the Company on

all Legal Matters,

e co-ordinates the activities of production and
Inainecoring departments and roports directly to the
Mananing Direcetor, He is regponsible for the plannina,
installation and maintenance of all machinerv, equipments

andl instruments of the company,
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General Manager (Finance/Administration)

He co-ordinates the activiticrs of Finance,

Administration and Commercial Departments and reports
dircetly to the Manaagina pirector. He is responsible
for the plannina, budaeting and co-ordination of all

administrative matters of the company,

A,G.M, l‘rg_g_l_qgtion

Heo ig responsible for the production of cement in
the company from the winning of raw materials in the
quarry, processing the cement up to the packinag plant,

He plans production and controls the quality of cement

prodnced by the company and rdports to the M Technical,

A.G,M, Engineering

He heade the Inaineerinag Department and co-ordinates

netivities of Mechanienl, IFlectrical Fnaineerina and

thir:
is responsible for the main-

the Power Honer nnits, e

tenance of equipments and machinery,

A.G.M. Comm¢rcial,

He controls marketing, salcs, purchasinag and supply

in the companv and is responsible for plannina and

implimentation of all distribution, promotion, advertising
activitics, He also takes carve of purchasing or procuro=-
mont o of gpare parts, roaw paterials, fuels and other
products necded by the company, He advises consumers of

thl‘ (‘Ornrn,‘l_n.‘.-.
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He is the Senior Ardministrative Manager and controls
Personnel, Mblic Relations, Training and Development ,
Mediral , Corporate Flanning and Data Froeessina,

He is regponsible for the day to day runninag of
the oraanisation administratively and also for the run-
nina of the personnel department which include recrnit-
ment , conditions of service and all matters that affect

the welfare of the company staff,

h,G,M, Finance

He controls the Internal Aadit, Managem - nt Accounsts
and Finanece Accounts Hnits of the Company, e is resp-
onsible for preparation of Annnal Accounts for Audits,
Preparation of Annual Pudacts, Provision of Vrofit and
Cash flow statements and provides monthly and qnarterly

reports for Manaaem nt,



3.4,.4 Ashaka Cement Company

Organisational Structure

Board of Dircctors
L)

'
L]

Manaaing Director

L
Secretary

1
Pepnty Mananing Director
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Froduct ion Finance Marketinag Personnel
' ' ' 1
¥ T ' '
b [ e ' T 1 1 ]
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! x L SRS s -
Stores v ' '
’ Tr ansport  Medical
1
g ' .
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' ] '
Arrounts Computer Aircraft

Fig 3,5: Ashalea Cement Uragnnisat ional Chart,

The Board of Dircctors

The Poard of Directors of the company are charaed with
the followinag responsibilitics:

To make pnlicies to the company within the frame work
as laid down bv the Federal Government, approve budaet and
major contracts of the company and cvalnate, the pefformance

of the Manaacrment,

- - w™ o .



I'h: I'I;\n_:\gi{u; Director

The Manaaginag Director is the Chiof Moeat ive of the
company and is responsible for the over all administ-

rative control of the compimy and reports to the Board,

Deputy Managing Director

He reports directly to tie Managinag Director and takes
charan of the whole company in absence of the Hanaqing
PDirector, He helps him in co-ordinatina all the
departmontal heads of prodaction, finance, marketina and
personnel who reports to the Manaaing Director thronah

him,

Production Manager

Hee is incharae of the produaction of ¢-ment in the
company,  He plans annual production budacts, suporvises
antd controls all production activiti s, He co-ordinntes

Duarryv, Laboratorv, Prodaction Control and Stores Units,

Financial Manager

He is the head of the Finanee pepartment and has
thoe nnits of Accounts, Compunter and Aircraft under him,
He manacges the accouants of the company, and takes care
of all the account inag datios,
Marketing Manager

He plans sellina efforts and follows up the sales
tronds, plans and earricrs ont traininag of sales rep-

resentatives, e plans «qmid-1inecs for policics regardinag

advertisina and other sales promotion activitincs,
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He Aalso plans distribation systems, As the head of
the Markaoting Department , he controls sales, pwmrchases

and despateh nmmite of the companv,

FPersonnel Manager

He is the head of FPersonnel b partm-ont and controls
ransport, Mediecal Training 'Inits, Hea superueisos and
controls all prrsonnel functimms in the company inclnd-
ing recraitment, salarics and waaes and the arneral

welfare of staff,

The Company secretary

He is stationed at the Lasos Liaison Office and
discharaes the dnuties of a Leaal Adviser to the Company

and is also the secretary to the Board,

Fhe ownership of the Comont Companies is mostly
government and in almost all the Board of Directors, the
Federal or sStote government has the hiaghest number of
reprosontat ives, A1l the cChairmen of Boards are appointed
by cither the Stato or Federal Government, In CCMNMNIL
Sokoto for evample  the composition of the Poard of

Directors is as follows:



4 representatives of Federal Governmont

2 represontatives of HNNDC Ltd, Karduna

2 roepresentatives of So0koto State Government
1 representative of Kano State Government

1 representative of Kaduna State Government

The Chairman is appointed by the Federal Government
amona its represcntatives and the Board is directly
responsible tao the Federal Ministry of Commerce and

Indnstrics,
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"The Mannfacture and Jtilization of Fortland
Coment Report of the interreagional Seminar" held
at Hoste Denmark, 7 - 20 May, 1972 and jublished

by hited Nations P.7.

The CCHNL Sokoto has set aside its old 100,000
tonnes plant eapacity acquired in 1062, IIntil
fund« are available for its reactivation,

Currentlv, the abandonmed capacity roepresonts

excerss or idle capacity for the indastry,

"Twentv-Five Years of Nation Pnilding!

WATCCO S5ilver mbilee Special 'iublication
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CHAY It FOUR,

4,0 PRESINIATION AND ANALYS 15 OF DALA
ITABLIE 4:1 PROVORTION OF INSTALLED C.PACITY
JTILISED l9p4-19809
Company 1084 Lons 1086 10R7 topg 13T QIR,
_ e 1959
WAFPCCO Q7.0 Q1,0 21,0 28,0 74,0 77.0
CCNNL 45,0 n6,.0 61,0 46,0 40,0 45,0
AShaka 6,0 an, N 0fR, 0 105,0 124 .0 120,0
Miaercem 21.3 30,0 13,13 38,5 32,7 30, 7
Calcemco - 14.3 165.8 14,0 6.5 7.3
eonede 10,0 26,0 21,0 20,0 26.0 13,0
RCC 74.7 no., 6 76,6 AaGl, 6 65, R 6h, N
TOTAL Ful 65,7 71. R 66,9 61,6 61,2 81,3
INIMISTRY
source: CBN Survevy
TABLE 4:2 (_:t_g?ﬂﬁﬂlt:i' MARKETD SHARE (o) e
1084 1oRs 1986 1987 1000 1080
T LOCAL FPRO-
DUCTION (7)) 69,8 1.0 81,4 B2,9 a0, 9 00, 00
1. WAPCQO 34,9 39,2 32.5 35,5 33,2 39,20
2, CCNNL 1.1 2,1 7.2 5.0 1.8 7.0
3, Ashaka 14,2 16,1 15.6 18,0 20,8 25,70
4, Nigerecem 3.0 1.1 6.0 S 7 g7 5. 61
5. Caleemeco - 1,1 1,5 1.1 . h 0, "o
G Popndnl 1.0 2,9 2.3 3,7 2.7 1,53
7. BCc L5 % 19,6 16,3 13,5 14,1 18.13
IY TMPORTS(™) 30,2 10,0 18,6 17.1 ta, 1 0,01
YTAL 100 100 100 100 100 100
SOUNree: Central Nank of Miaeria survey
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TABLE 4:3 SUPPLY AND DEMAND STATISTICS ON NIGERIA'S
CEMENT INDUSTRY

ONITS 1984 19085 19086] 1987 1988] 18T QIR
ITEMS OF 1989
MEASURE
(A)Installed Million 4,7 4.7 5.2 5.271 5.2 1.3
Capacity Metric
tonnea
(B)Capacity
Utilizat-
ion % 65.7| 71.8 [ 66,9 | 64,6 | 64,9 61,6
(C)Prodn. Million
Demand Metric
tonnes 3.0 6.6 6; 6 5:510 7,8 1,9
(D) Market
Supply
(i)sales(Local Prodn)"| 6.9| 3.4 | 3.5| 3.34 3,39 |o0.8
(ii)Sales Imports - 1.3 0.8 0.7 0.810,8 0.08
Total 1 4.3 4,2 4,2 4,2 | 4,2 0.88
(F) pemand/Supply Gap" 2,6 2,4 2.4 1.313.3 1,02
(G) Price per tonne
(Average) N 88,3| 102,8| 165.6 204,84 294, 370,6

Source; CBN Survey,
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TABLE 4:4 CHANNELS OF DISTRIBULLON .

NAM K Dealer Constr- Direct Sales Balk Fgr'M:na-
Distr- wuction account, to Furchagedfmen .
ibution firms, public staff over ride

for Debt
servicing
of contin-

Govt, , Relations,
Institu- Traditio-

tions, nal Inst-

Individ- itutions gency

ual

% i % % % %

WAPCCO 33,0 67.0 - - - -
CCHNNL 70,0 30,0 - - - -
Ashaka 49,5 8.1 27,0 5.4 10,0 -
Calecemco 50,0 30,0 10,0 - : - 10,0
Bendel 50. 0 50.0 - - -

BCC

Source: CHIN Survey

TABLE 4.8 CIMENT COMPANIIS EX~-FACTORY - UNI1T FRICKE
FPER TONNE 1984-1989

Campany lgg4 1985 1986 1987 1988 15T JIR

1959
WAPCCQO 78 20 L40 180 276 320
CCNNL - - - - 300 400
Ashaka 169 113 154 225 251 315
Nigercem 78 102 169 199 283 358
Calcemce - 96 150 220 320 400
Bendel - 113 215 200 272 411
BCC - - - - 360 360
AV ERAG Eh :
PRICE 88,33 102,80 165.60 204,80 294,57 306.28

jource: Central Bank of Nigeria Survey



TAPLE 4, 6: SALES PRICE MOVIMENT AND PROFIT TPIR BAG
1984 - 1989
Year Average Averaqge Indust- Average Frofit shared by
Unit cost Ex-Fact- 1ry's Market the appointed
of Produ- ory Price Averaqge Price Distributor and
ction per T'er Bag PFrofit VFPer KRetailer per
Baa Margin Bag Bag
Fer Bag
N N N N i
1084 2,91 4,42 1.5L 5.00 0,58
1985 3.04 5,14 2,10 6,00 0, 86
1986 6,90 8.28 1,38 12,00 3,72
1987 B.95 10,24 1.29 25,00 14,76
1988 10, 64 14,73 4,09 30,00 1527
15T (TR v
1989 11.90 18,30 6.40 45, 00 26,68
Source: CBN Survey
TABLE 4,7 TOTAL COS57T OF PRODUCTION AND RAW MATIRIALS

IN CIMENT COMPANIES

—— ——— e —

; LST QTE
1TI-MS 1084 LoRns 1986 LoR7 1988 1080
Total Prodn costs(N'm)l75,1 201,8 478,0 605.4 721,2 194,0

Total Value of Raw
Materials used (N'm) 99, 6 100, 2 190.5 2746,2 325,4 B1,2
Raw Materials as a %
of Total Prodn costs

(%) 56,9 49,6 39.8 46,1 45,1 41,90
value of locally
sourced raw
materials (N'm) 90, 9 91.2 179,6 255.7 295.5 72,2
Locally sourced raw
Materials as a % of
Total costs (%) 5%.9 45, 2 37.6 42,2 41,0 372
value »f impor ted
raw mo ‘rials (N'm) 8.7 2.0 10,9 b+ L 29,9 9.0
Importe:! raw materials
as a % of total cost(7) 4,9 4.5 2,3 3.9 4,1 4.6

Source: CBN Survey,
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TABLE 4:8;: FROFITS (LO5Ssis) OF CEMENT COMPANIES 1084-1989

————— - — s —— —— e e g — —— HIOOO —— —
company 1984 LoBs 1986 LO9RB7 1988 1ST ()
1989

WAPCCO 28996, 0 30010 35245 46988 67988 18643
CCNNL (23840) (16910) [(42370)| (37802)| 37838 -
Ashaka 12713 13416 18503 349007 58832 24783
Nigercem | (54140) (574) 5799 4919 1039 2134
Calcemco N/A (2952) [(5240) |(5506) [(68245) (1706.5
Bendel - (217) 1058 1330 2521 -
BCC N/A M/A N/A M/A 10104 -

sonrce: Central Bank of Nigeria Survey
TABLE 4,0: FROF1IT MARGIN FOR NIGERIA'S CEMINT COMPANI ES

1984 - 1080

I A - o e “15[‘ WIR

: = £ -

1TIMS 19R4 1985 1986 Le87 1988 1989

SISO, RR— . TSR G s
Average Unit
cost of Prodn
per tonne 58,10 60,80 | 137.90]1178,90 | 212,80, 237.70
Average iUnit
(Ex~-Factory)
Selling price
per tonne 88,30 | 102,80 | 165,60 204,80 | 204, 60| 366,30
Industry's
average profit
maragin per
tonne 30,20 41,20 27.70}| 25,90 81,80] 128, 60
Industry's
avoraage profit
margin per Bag 1.5 I 1.38 1.29 4,00 6,40

Source: CBN Survey,
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4,1 CAPACITY UTIL1ZATION

Even thounah the cement indnstry's sources of raw
materianls is about 95% locally, it operated less than
its full capacity in the review period., Averaqge capacity
ntilization rate increased from 65,70 in 1084 to 71,87
in 19085, but declined by 4,9 and 2,37 to 66,9 and 64, 67
in 1986 and 1987 respectivelvy, In 1988 capacity utilizat-
ion ratg increased marainally to 64,.9: and as at the end
of the first quarter of 1089, it was 61,6% (Table 4,1),
However compared with the overall average for the
manufacturina scector which fluctuated between 42% in
1984 and 44% in the first quarter of 1989, the average
capacity ntilization rates operated by the coment sub
group were consistently higher than the overall sectoral
averaqge, Cement companies operated less than 30%¢ of their
installed capacitics, I'he under-utilization of capacities
was due to inherent constraints such as obsolete machine-
ries, dearth of spare parts needed to refurbish the
ageina machinery and inadequate local facilities for
reconditioning worn out parts, With the inhermt scarcity
of foreiagqn exchanae, efforts are already made by the cement
companies to seck for exterrdAl loans from institations such
as the International Finance Corporations (IFC) the likely
hope for improvimints in the forseable future lics with the
agovernn nt providing the required guarantee to facilitate
the loan procurement for the purpose of refurbishment of

the ma~hincrvy,
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4,2,0 DIMAND AND SUPILY

Prior to the establishment of the first cement
plant in 1956, cem nt consumption was quite, substantial
and was dep ndent wholly on importation up till 1061,
when local consumption bragan to outstrip imports for
the first time, The consumption of cement is subject
to several variations, with relatively low demand dur ing
the third quarter of the year (rainy season when le ss
buildinag and construction works are undertaken)and
hiagher consumption in the other quarters of the year,
particularly the first an:d fourth t|u.'lrt9r.l As cement ¥
consumption in Nigeria increased rapidly and steadily over
the years, so also have additional plant capacities in-
creased to meet growing demand, A bothersome aspect
however has been the prohibitive increases in prices from
time to time - a pointer to the disequilibrium in the
demand and supply confiaguration and/or in the marketing

and distribation network,

4.2,1 Domestic Production and Supply

Dom: 5tic production of cement was fairly stable
dur inag the period 1984 - L1988, It ranged between 3,0 and
3.5 million metric tonnes daring this period, From the
figures available on the first quarter of 1989, total

product ' din 1989 is estimated to be about 3,4 million

metric tonnes,
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L1986 respretive ly, and rose aagain to 0,8 million metrie
tonnrs in 10987, Imports in L9828 stagnated at the 1087
l:iwel and available indications for 1989 are that total
imports wonld remain at approximatel y 1O87/88 level, I'he
decline in the quantitiecs of imported cement durina the
1985-1989 is attributable to the depreciation in the value
of the Naira, which made landina, cost (N31,00 per bag
early in 1989) relatively expensive, The closure of the
nearby Onigbolo Cement Company in the hepublic of Benin

also constrained the supply of imported cement,

4.2.3 Totul Domestic Supply

Uwing to raising level of economic activities the
demand fer cement Rag maintained a steady monotonic el imb
from the 1050s to date except durina the civil war when
demand decl ined, Acarcagate demand for cement in the
countryv was estimated at 7.5 million metric tonnes in

1985, 3

4,2,4 Ihe Demand - Supply Gap

A arowing demand-=supply gap exist for cement in
Nigeria, partly becanse of the astronomic rise in the
derived demand for it, followinag the rapid expansion in
the construction indastry and partly due to the apparcnt
staanat ion in supply occassioned foreign exchange const-
rainte Netting out estimated demand of 7.5 million metric
tonnes 1ininst current supply of 4,2 million metriec tonnes,

the supr'v aap was estimated at 3.3 million metric tonnes,
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Lhis aap is approximately the size of current domestice
production, A substantial supply gap is not a new phen-
omenon, particunlarly simce the oil boom period, when
heage public expenditures necessitated heavy and 1arge-
scale construction activities, This gap which was 2.6
million metric tonnes in 1084 declined to 1,3 million
metric tonnes in 1987, but increased again  in 1988 and
1989, owina laraely to a surdden surage in government
construction activities, the latest of which are the
politiecnl partirs offices in state and local covernment

capitalgs,

4,3,0 MAKRKELING AND DISIRIBUL1IOM,

Owineg to th bulky nature of eciment and the con-
serquent hiah cost of road hanlage, the geographic dimension
of mark:ting cement is primarily loeal or regional, Niger-
ian ceomont compani:s therefore serviece their immediate
market arecas first before other considerations, Cemont is
sold throuagh quantity allocations to construction firms,
appointed dealers and distributors, goveinment anl in some

cases private individaals,

4,3,1 Channels of Distribution

Carrently, cement companies allocate on the average
of 43,1, of total production to construction firms,

aovernment institutions and a few private individuals,
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I'he second major alloecations averaging 42,3, goes
to appointed dealers or distribntors, Ihe balance of
14,37 is distribunted at the discretion of the Management
of the cement companics such that 9, 1% of the total
production is allocated on public relations basis, 3.4 for
traditional institations and 1,8% for the staff and manage-
ment of the cement companies, For instance in 1988, WAPCCO
allocated 67% of its total outpnt to construction firms,
government agencices and  individaals, leaving more than
337 for appointed distributors (See Table 4,4), CCNNL Sokoto
allocated 307 of its 1988 output to censtrunction firms,
aovernment institutions and private individuals, while
Ashaka cement atlocated only B, 17 to the same aroup,
Appointed dealors nnd distriimtors of CCNNL and Ashaka
cement obtained 70 and 49,57 of the respective ontput of
their companies, Calabar and Bendel cement each allocated
5072 of their outpnt to appointed dealers and distribntors,

Ih distribmtion channel is such that on the average,
dealers and distribitors control as mach of the market as
construnction firms, agovernment institutions and individuals,
If the other cateagorics (public relations, staff etc) are
taken into account, the bulk of cement produced agoors into

the mar¥et throuagh non-dealer /distribntor channels,

4.3,2 lement Price Movemoent

&Xx-Factory Prices;

nereased production costs influenced greatly the
prici situntion, I'he ex-factory price has thns risen

consist  «t1y¢ since 104 (See Table 4,5),
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It ranaged from H78 per tonne in 1984 (WAPCCO and Nigorcem)
to as high as 411 per tonne (Bendel Cement) in the first
quarter of 1089, Increases in cement firms averaage ev-
factorv prieces were 16,4, 61,1, 23,7 and 43,/ in 1015,
1986, 1987 and 1928 respectively,  The averaae ex-factory
price increased furth r in the first quarter of 1929 by

24 .37 to N316.28, T'he ex-factory price per tonne more
than quadrupled between 1984 and the first quarter of

LOR9, I'he picture was identical in terms of changrs in
ex-factory price per bag at NLB,32 also quadrupled its 1084

norminal value (See Table 4,6),

Reta}_l_!-_larket Prices

[he actual market prices of cement difference sig-
nific.ntly from the ex=factory prices dur ing the period
under review, Fhis margin widened substantially from
1986 (Ifable 4,6). From an aver e of MN5,00 per bag in
194, the retail price incrensed steeply by 20, 108,3
and 207 respectively to 16 in 1085, M12 in 1986, 125 in 1087
and M30 in 108R, It also increased substantially by 507
durina the first quarter of 1939 to MN45,

The 1089 market price of cement was therefore nine
tim s its 1024 mark . t price, Ihis permitt-d an astrono-
mieal rise in the average profit marain (shared by the
distrittor and the retailer from 58k per bag in 19P4 to
N26.68 per ban in the first guart«xr of 1989,

A renliar feature in the marketing and distribation
channel s the sale of cement allocation papers bearing
M1A,.32 ex~-factory price per bag (for a specified number

of bags) to o retailer for about H38, 50 per b:\q.4
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The retailer invariably bears the transportation cost from
the cement plant site to the retail outlet, where he sellg
each bag for about N45, Based on the figures supplied

by cement retailers on the unit cost of N1.70 per bag for
transporting one bag of cement from plant site to market,
the retailer obtains a margin of N4,80 on each bag, out

of which other costs may be deduced while the distributor
or degler gives as much as N20,18 per bag for little or

no domestic output,

Distributors and dealers however, justify their
excessive margins on the grounds that there are long lags
in cement deliverirs (3 to 4 months) during which their
deposits with the cement companics are tied down, The
latter are said to trade with customers' money, since
deliveries are made several months after cement allocation

papers wounld have beemn collected,

4,4,0 PRODUCTION COSTS AND PROFITABILITY

4,4,1 Production Costs

Total production costs in cement companies compri se
of fixed and variable costs. The fixed costs which are
generally constant include depreciation changes, rentals,
general and administrative costs, salaries of executives
and management staff, and some part of maintenance costs,
Other costs such as those on raw materials, spare parts,
factorv labour, energy, repairs and maintenance costs
vary « th the level of output, age of machinery, and
prevail ing economic factors such as exchange rate and

interest rate movements.



12

Production costs in the industry have risen sharply
over the vears particnlarly since the introruction of
SAI" and with it the SFIM whereby the valae of the Naira
is madr to reflect market forces of supply and demand,
Owina to the substantial depreciation of the Naira,
imported inputs have become very expensive while working
capital requirements have also grown.

F'roduction costs moverd ups by 15,2% to N201,.8 million
in 1985, A sharp increase of 136.9. was recorded in 1986,
when prodoction costs move than doubled to 478 million,
Ihe steady rise in costs was maintained as increases of
26,6 and 19,17 were recorded in 1987 and 1988 respectively
(See Table 4,7). Figures for the first quarter of 10010
indicate a continued rise in production costs,

Raw materinls comprised on the averaage, 46,57 of
total production costs durina the period, Other costs
partienlarly repairs and maintenance increased, The
depreciation of the Naira was a major constraint in the
importation of machinery, spare parts, hiah power fnel
o'l (HPFO) and agypsam, all of which are basic to cement
production, Imported Kraft (for packaginag) is also expon-
sive, since most of the machinery at the cement plants
were over twenty vears old, their states of depreciation
necessitated rehabilitation or replacement, Many of the
cement companies owing to shortage of funds were unable
to rep ce obsolete machinery with the consequent impact
on pro’ rion, some ingenmmity at cost saving was however
demons ! ted as three of the cement producer now use poly

propylers materials for packaninag instoad of the more

expens ive liraft paper,
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It could be seen that over the five years period
L84 -~ 1088 prodaction costs more than quadrupled from
ML75.1 million to JdA721.2 million, increasing by 311,07,
while volume of prodaction increased by only 13,3% durinag
the same period, 1t shonld be noted that production costs
in the first ¢uarter of 10989 exceeded total product ion costs
in 1984 by 10,97, while cement ontymt in the first quarter
of 1929 was sliahtly less than one quarter of its level in
the comparable period of 1981, For cement companiaes
therofore, hiah prodaction costs apprar to be inversely
relater to the prodaction volume durinag the period revicwed,
Ihis was probably dae to limited funds, particalarly workinag
capital, Fhe phenomenon also explains why the coment
companies tied down funds placed with them for cem ont
alloecation over ro latively long periods of time bofore

cement is actuaslly delivered to customers,

4,4,2 Profitability

Table 4,9 shows that the profit marain for the cement
industry inerecased by 36,4% from a level of 0,2 per tonne
in 1984 to 1141,2 per tonne in 1985, with the introduction
of the SAT and SFEM, costs escalated such that profit
marcins shrank by 32,8 and 6,57 to N27,7 and N25,9 por
tonne in 1986 and 1987 respectively, The profit marain
however videned sianificantlv in 1988 apd in the first
quarter of 1989 by 21,5 and 27,27 to NB1,R80 and N1282, 60
per to » respectively in response to the steep rise in
cdrmaned it of which arose from governmont related building

and cons! retion proagrammes,
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Total profits in 1908 exceoded the 1087 level hy
65T

Three of the seven companies - WAPCCO, Ashalka
cement and Niger cem maintained a rising trend in their
respective profit levels from 1906 through 1988 (Table
4,8, Ashaka cement recorded the highost profit of
H24,8 million in the first quartexr of 1989 followed by
WAPCOO with M8 million, Niagorcem with H2,1 million, ©On
the othexr hand, two of the cement companies CCNNL and
Calcemco, recorded losses from 1984 to date, owina to low
production lewvels by Caleemco because of difficulties in
proeny ring imported inputs and due to huge indebtednoess
(on foreion capital) by CCHNL, Caldemco sustiained losses
ranaging from M3,0 million in 1985 to H6.8 million in 198n,
while CCHNL made huae losses of 42,4 million and 1M37.8
million in 1985 and 1988, respectively, CCNNL for example,
has an anmual loans loss provision of 33,1 million to
offset its debt pavments which comprise M9, 4 million intrr-
est pavments and finance characs and depreciation charaes
totallina 13,7 million in imported capitat,

Given the capital-intensive natare of the indastry,
it was observed that the profit margin is relatively low,
PFrofit as a prrcentaae of sales turnover ranaed on averaage
boetwern 20,9 and 22,60 daring 1981 - 1988, Average profit
margin per bag acceruing to the cement companics ranged
between Ml, 30 and M6,40 during the pey dod 190D Ehyvoaa!t o he

i tea g Pasy g f fURfYOY

v rille 4,9),
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Compared with profit margins of MN4_80 per bag for the
retailers and as much as 120,18 per bag for dealers and
distributors and other dahione distribntors,/Middl emoen
who obtaiped cement allocation papers,

In thoe coment indastry therefore, the companics
who btear the brunt of very hiah production costs make,
at bost only very moderate profits while middlomen with
little and sometimes no capital ontlay make imprescive
grine with 1little or no effort, Fhee situation is such
that the larage capital required and the low retnrns
expv cted constitnte major disincentives to prospective
entrants into the indastry, Kather the prospects of
beinag a dealer pr distribiutor is more lucrative and

attractive and many compete for this middleman role,
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FOOT NOTES
A. Akinnusi, A Note on Cement Production and
Consumption in Nigeria," Proceedings of the

1974 Annual Conference of the Nigerian kconomie
Society.

Peter Kilby, Industrialisation in an Open iconomy:
Nigeria 1945 - 1946,
Cambr idge University FPress 1969,

Source = Cement Manmufacturers Assoclation of
Nigeria (with head office at WAPCCO],

These figures are based on interviews conducted with
cement retailers in 1989,
Source:; CBN Survey,
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CHAPIu FIVE

5,0 CONTRIBUTIONS OF CiMENT COMPANIES

In eghapter four, the relevant data have been
analysed to observe the possible trends over time of
capacity utilisation rates, the cost structure, sales,
profit margins as well as the supply and demand profile
and other institutional constraints for cement industry,

In this chapter, the contributions of cement
companies in Nigeria is covered undet the following areas,

i, Building and Construaction
ii. Bconomy
iii. Social Responsibility
iv., Transfer of Technology
v. Employment
vi. Training and Development and
vii. The problems and prospects of cement companies
in Nigeria,

5.1 Building and Construction

Building and Construction covers activities such 1like
building of houses of all categoriesand types, construction
of roads, bridges, airports, seaports, dams, agricultural
and other industrial projects,

A lot of building and construction companies (Block
making industries, concrete industries, civil Ingineering
companies etc), foreign and indigenous, emerged during the
0il boom era, This was due to increase in building and
construction work during the period,

Examples included:
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The building of houses (offices and residential) at

the state capitals of the newly created states in 1976,

The network of roads embarked upon by the Federal and

State Governments in the late 1970s the Lagos Metripolis
network of roads and flyover bridges. Most of the airports
in the country were constructed during this period,

The Universal Free Primary Education (UFPE) Programmes,
the establishment of seven new Universities by the Federal
Government in 1976, and the private sector projects,

Although much of the cement used in this period was
imported, the cement produced by the Five Companies CCNNL,
WAPCQO, Nigercem, Calcemco and Bendel Cement was all con-
sumed by these projects,

puring the Second Republic there was the prolification
of schools, colleages and universities by the Federal and
State governments. Many other housing and industrial
projects 1like: the NPN low cost Housing Programme for each
local government in the country, the river basin development
authorities, the Federal Capital Territory Iron and Steel
Companies, Construction of private industries and resident-
ial houses, hotels, schools also increased during this
period,

The economic hardships which began from 1983 to date
have caused the building and construction industry to depend
mostly on the local cement companies, due to high prices
and difficulty in obtaining foreign exchange for imported
cement weal Cement Production has been below the demand

and at exhorbitant prices during the period under review in






