STRATEGIES FOR IMPROVING INDIGENOUS CONTRACTORS PARTICIPATION IN R&D IN NIGERIA

Patience F Tunji – Olayeni1 and Ignatius O Omuh2

1Department of Building Technology, School of Environmental Sciences, Covenant University, Ota, Ogun State, Nigeria

Email: pat.tunji-olayeni@covenantuniversity.edu.ng

Phone No: +2348020357127

2Department of Building Technology, School of Environmental Sciences, Covenant University, Ota, Ogun State, Nigeria

Email: iomuh@yahoo.com
Phone No: +2348036154256

Abstract

It has been noted that Indigenous Nigerian Contractors Participation in R&D is insufficient. This paper aims to suggest strategies for improving Indigenous Nigerian Contractors Participation in R&D based on empirical evidences from previous studies. It uses the Malaysian Construction Industry Model to develop a framework for improving Indigenous Nigerian Contractors Participation in R&D. The paper envisages that Indigenous Nigerian Contractors Participation in R&D would improve if the strategy of sufficient Government support for Indigenous Nigerian Contractors is employed.
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1.
INTRODUCTION
The ticket which accords a nation recognition in the geo-political arena of today is its position in the technological ladder and research is the axis on which the wheel of technology revolves (Akintunde, 1994). Research and Development (R&D) is a means to improving industry’s competitiveness, efficiencies and profits. It is also the key to competing globally and attracting foreign investment ( Sew and Meng, 2007).

The Construction Industry worldwide is regarded as a potent motivator of national economy. This is because it provides the driving force necessary for sustaining a buoyant economy or reviving a depressed one Ogbebor (2002). In Nigeria, the construction industry contributes an average of 5 percent to the annual gross domestic product and an average of about one-third of the total fixed capital investment (Omole, 2000).

However, the Nigerian Construction Industry has not been able to ascend to the level of other developing nations particularly those in Asia. Comparing Nigeria with Malaysia, Ogunlana (2010) opined that Malaysia is at least 15 years ahead of Nigeria in terms of physical infrastructure development. 

The contractor base is a major player in the construction industry and an indispensible supporter of research. The uniqueness of the construction product contributes to the need to rely almost completely on the contractor base for R&D in construction. Ashworth and Hogg (2002) explain that construction products are normally manufactured on the client’s premises and many of its projects are one-off projects. This presupposes that extensive observation and testing  of the construction product throughout all its project life would require that a site be available as a laboratory. However, most Universities and Research Institutes carrying out research in line with construction do not have strong incentives nor the facilities to conduct further development or apply research results to practical development. Therefore, they must rely on the contractor base.

It has been noted that the Nigerian Indigenous Contractor base is incompetent and inexperienced (Adams,1997; Ogbebor,2002; Chen, Chiu, Orr and Goldstein,2007). 

 (Awoyinfa,1991;Akintunde,2003 and Ogunlana ,2010)  however, opine that lack of  confidence  in its Construction professionals by the Nigerian Government has led to its low level of development. They advocate that it is the right of indigenous contractors to be nurtured by deliberate action of the Government progressively until they can handle the most complex jobs.

The incompetent and inexperienced state of the indigenous Nigerian contractor base is not likely to encourage participation of indigenous contractors in R&D. Therefore, this paper attempts to suggest strategies for improving Indigenous Nigerian Contractors Participation in R&D.  Strategy is about getting form here (where we are) to there (where we want to be)  (Ogunlana, 2010).  Answers to these two fundamental questions are given in this paper:
1. Where are we?
2. Where do we want to be?

2.
REVIEW OF RELATED LITERATURES 

(Where are we?)
Research is supposed to be a more immediate part of professional practise rather than a remote activity confined to an Ivory Tower (Cartlidge, 2002). According to Ashworth and Hogg (2002) academic research that can be carried out in collaboration with practitioners is a useful combination. Little wonder Sew and Meng (2007) in suggesting ways by which stakeholders in the Malaysian Construction industry can bridge the R&D gap submitted that private construction companies should form strategic alliances with research institutions to provide input to the institutions’ R&D activities while research institutions actively seek partners from the private sector to ensure the relevance of its R&D activities. 

 Local contractors are generally seen as holding the greatest potential for increasing construction industry capacity. However, the construction industry in developing countries is dominated by foreign contractors and a few large local contractors Larcher (1999).

Adams (1997) revealed that foreign construction firms dominate major projects in most developing countries as a result of deficiencies in indigenous construction capacity. (Ogbebor, 2002) noted that 96% of the Nigerian Construction Industry is still dominated by foreign contractors on the grounds that indigenous contractors cannot be entrusted with complex project. Chen, Chiu, Orr and Goldstein (2007) buttress this point when they opined that indigenous construction companies in Africa do not represent a strong source of competition and are thought to lack financial and technical capacity. They also note that low skill and technology endowment limit Chinese Construction Firms’ interest in establishing collaborative ventures with local companies. 

But (Awoyinfa 1991; Akintunde 2003 and Ogunlana 2010) argue  that lack of patronage from the Nigerian Government has contributed to the low level capacity of Indigenous contractors. 

Going down memory lane Somolu (2003) revealed that in the early seventies indigenous construction professionals enjoyed patronage from the Government. As a result, a Nigerian firm of engineering consultants like Etteh Aro & Partners was able to train over 400 Nigerian Engineers in 1977. It also sponsored at least 51 engineers to undertake post graduate studies at Masters and Doctoral levels in the most renowned Universities abroad. He noted that if the Nigerian Government had stayed on this right course much earlier she would have been better of.

Each nation is supposed to nurture her contractors with available projects to develop and equip them with the needed experience with which to execute all complexities of national construction challenges, and even export construction expertise. Instead the Nigerian Government has developed foreign companies to octopus big enough to dictate to them, leaving their own contractors starved of work Akintunde (2003).

As the foreign contractors carry out more jobs they gain better expertise on the job while the Nigerian contractors remain inexperienced and therefore are unable to compete with their foreign counterparts. Oseni (2002) noted that foreign construction companies dominate the industry, to the extent that if it is decided that an indigenous construction company should execute a major engineering project, there is no indigenous company that can single-handedly do so.
According to Somolu (2003) a complex job is only an aggregate of many simple tasks and experience can only be acquired by doing and trying an opportunity that has not been granted to the indigenous Nigerian contractor.
Table 1, below shows the volume of completed projects under the Federal Ministry of Works, Housing and Urban Developments at the first quarter of 2009. 

Table 1:  Review of Completed Projects under the Federal Ministry of Works, Housing and Urban Developments at the first quarter of 2009
Contractor
Volume of work in =N= Billions

              (Nigerian Contractors) 
(Foreign Contractors)
A

                               
 
1.26




B




44.87




C
              13.78




D


                        47.17




E


             
1.87




F
                                
           5.71                   


G


             
20.67


H
             2.25





I
             52.19






J


             
 43.82




K
                                                 
 30.24                  

            
L

                          
 39.90                  


 
Total
             68.22                                       235.51
Source: Budget Office of the Federation, Federal Ministry of Finance (2009)

Furthermore, the window provided by the indigenisation decree of 1973 was not utilized to the advantage of the Nigerian Construction Industry. In order to meet with the requirements of the decree, most of the multi-national construction companies in Nigeria appointed Nigerians as Chairmen of their companies who by design do not occupy positions where they can meaningfully influence policy direction and exercise effective control but retained their nationals as Managing Directors. Table 2, below show the structure of 37 major Multinational Construction Companies in Nigeria.


Table 2:   Structure of Major Multi-National Companies in Nigeria






As Chairmen

As Managing Director
No of Nigerians



27

11

No of Foreigners



1

25

Not definite




9

1

Total No. Of Companies listed

37

37

Source: Manpower Utilisation for the Construction industry- Problems and Prospects Akintunde (1994)

So, this is where we are.
3.
 THE MALAYSIAN CONSTRCUTION INDUSTRY MODEL

(Where do we want to be?)
3.1
 Why Malaysia

Malaysia was at approximately the same level of technological development as Nigeria at independence in 1960, but she has made incredible strides at technological development ever since. Malaysia may not have put in place policies which were more potent or more numerous than Nigeria but she has however demonstrated incomparable level of commitment, dedication and maybe, ruthlessness in implementing her own policies. According to Akintunde (1991), she has trusted her own nationals and challenged them. She has accepted technology as a vehicle of national development. She has accepted the products of her own industries irrespective of the initial quality in preference to imported alternatives. She has not only preached the doctrine of self reliance, but has accepted and practised it.

3.2
The Malaysian Secret

Malaysia like most countries of the world including South Africa and Tanzania established a CIDB (now Building Construction Authority) in 1994.The CIDB was established as a body entrusted with the responsibility to provide effective leadership among construction industry players in Malaysia. Its vision was to nurture and mould the Malaysian Construction Industry to become a respected leader in the Global Construction market by the year 2010.

In 2007, CIDB Malaysia established the CIDB’s Construction Industry Research Institute of Malaysia (CREAM) and since then CREAM has funded 30 research projects to the tune of RM 19.37 million.

CIDB Malaysia has maintained a conscious effort in promoting, stimulating and undertaking research into any matter related to the construction industry. It has the following policies on Research and Development:

1. Development of indigenous technologies and resources

2. Substitutes for materials, machinery and equipment and biotechnology

3. Networking with other R&D centres worldwide in order to develop competitive knowledge and maintain updates on new discoveries and inventions.

4. Maintaining an open market to encourage transfer of relevant construction and materials technology

5. Enhancing competitive edge  through investment in Technology as well as R&D

6. Developing the construction industry into a knowledge community through the extensive use of ICT.

7. Formulating policy initiatives related to construction materials and resources e.g. the industry should resort to agriculturally and biologically based construction materials utilising opportunities offered by biotechnology and genetic engineering where feasible and encouragement of recycling of materials. 

The Malaysian government has strongly supported the local construction companies through the establishment of the CIDB which has greatly enhanced the competence of its local contractors. A  total of 63,610 contractors including 163 foreign contractors registered in different categories with the CIDB in 2007. From this total, 3,948 local contractors including 41 foreign contractors succeeded in acquiring contract work as main contractors. (CIDB Malaysia, 2008)

Malaysian Contractors are already competing globally and attracting foreign investment. Fig. 1 below indicates Malaysian contractors’ involvement in the global market in 2007.

Fig. 1 Malaysian Contractors’ Involvement in the global Market
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Source: CIDB Malaysia (2008)

The Malaysian Government’s strong support for its contractors has also created an enabling environment for its contractors to thrive. According to Ogunlana (2010), Malaysian contractors thrive so well that 40 construction companies are listed on the stock exchange.
This is where we want to be.
4.
CONCEPTUAL FRAMEWORK FOR IMPROVING INDEGENOUS NIGERIAN CONTRACTORS PARTICIPATION IN R&D
Fig. 1 shows a conceptual framework for improving Indigenous Nigerian Contractors Participation in R&D and the resultant effect of same. As shown in the figure, the research concept adopted commences with Government support for indigenous contractors. This is because the government not only provides the majority of finance but also controls attitudes, policies, institutions and working laws (Larcher, 1999). Moreover, foreign construction companies in Nigeria are supported by their home governments. Thus it will be difficult for indigenous Nigerian contractors to effectively compete with them without a deliberate policy of Government. The figure further shows two areas where the Nigerian Government can support Indigenous Contractors. These are through: increased patronage as opined by (Ogbebor, 2002; Akintunde, 2003 and Ogunlana,2010) and sufficient commitment to policies that would promote the indigenous Nigerian contractor base (Akintunde, 1991).  As indicated in fig. 1, increased patronage from Government and sufficient commitment of Government to policies that would promote indigenous contractors, would increase competence and boost experience of indigenous contractors. (Somolu, 2003)
Consequently, dependence on foreign contractors by the Nigerian Government would reduce as  

(Ogbebor,2002) noted that 96% of the Nigerian Construction Industry is dominated by foreign contractors on the grounds that indigenous contractors cannot be entrusted with complex project because they are incompetent.

Fig. 1 also reflects the effects of reduced dependence on foreign contractors. Firstly, the challenge of escalating cost of construction which has become topical especially on most government projects is likely to be minimized because awarding contracts to local contractors would reduce draining on the economy. According to Larcher (1999) local contractors are generally seen as holding the greatest potential for general economic development as they minimize the flow of financial resources out of the country. 

Secondly, Nigeria’s rating among the committee of nations would improve. Since international recognition and respect is not measured in the fluency and potency of arguments contained in speeches delivered on the floor of the United Nations. It has been based on performance dictated by technological capability (Akintunde, 1994).
Thirdly, the pride of Nigerians would be boosted. Nigeria would be able to enjoy the prestige of building her own infrastructure instead of depending on foreign contactors.

 The conceptual framework in Fig 1, also indicates that contractor insolvency would reduce with increase patronage from Government since Akintunde (2003) noted that by patronizing foreign contractors the Nigerian Government has developed foreign contractors, leaving their own contractors starved of work. Only thriving contractors can support research and it is through research that they can develop new inventions before competitors gain competitive advantage. Moreover, thriving contractors are likely to employ fresh graduates thereby reducing unemployment.
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Fig   1: Conceptual Framework for limitation of Indigenous Contractors Participation in R&D. 

Source: Author

5.
RECOMMENDATIONS
The recommendations for improving Indigenous Contractors participation in R&D based on the Malaysian Construction Industry Model can be in two folds:

1. Government Intervention 

2. Indigenous Contractors’ Intervention

4.1
Government Intervention

i. The government should nurture her contractors by promoting  the development and use of indigenous technologies and resources so that indigenous contractors  can acquire experience and become competent.

ii. The House of Representatives should expedite action on the Nigerian Indigenous Construction Company (motivation and protection) Bill 2009 which is currently at the Committee stage at the House of Representatives.

iii. When the Bill is passed into law, the Government should appoint a team of construction professionals who would be charged with the responsibility of enforcing the Bill contents because one of the greatest problems with the implementation of laws and policies in Nigeria has been the lack of enforcement in terms of provisions for penalties for violations.
iv. Hence forth, the government should tighten up its International Joint Venture policies. It should also appoint Economists and Construction professionals in the drafting of joint venture policies relating to the Construction Industry. These people should also be charged with the responsibility of monitoring International Joint Venture programmes especially in the area of transfer of relevant construction and materials technology.

4.2
Indigenous Contractors’ Intervention

i. Indigenous Contractors should network with other R&D centres worldwide in order to develop competitive knowledge and maintain updates on new discoveries and inventions.

ii. Indigenous Contractors should consciously set money aside for R&D activities.

iii. Indigenous Contractors should intensify their use of ICT so as to keep abreast of latest innovations in Construction. 

CONCLUSION

This paper attempts to suggest strategies for improving Indigenous Nigerian Contractors participation in R&D. The conceptual framework developed shows the strategies to be employed for improving indigenous contractor capacity which will ultimately improve their participation in R&D. It concludes that Government has a major role to play in improving indigenous contractor participation in R&D. It is anticipated that the recommendations made based on the Malaysian Construction Industry Model will improve the participation of indigenous contractors in R&D in Nigeria. 
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