THE CHALLENGES OF INDIGENOUS BUILDING CONSTRUCTION FIRMS IN NIGERIA (A CASE STUDY OF INDIGENOUS CONSTRUCTION FIRMS IN ENUGU URBAN)

ABSTRACT

This study was carried out to examine the challenges of indigenous building construction firms in Nigeria: a case study of Enugu Urban. Specifically, the study was aimed at determining the effects of government policies and procedures on indigenous; find out the effects of poor financial structure on the indigenous building construction firm; and suggest was of solving the problem facing the indigenous construction firm. The study employed the survey descriptive research design. A total of 133 responses were validated from the survey. From the responses obtained and analysed, the findings revealed that government policies and procedures on indigenous building construction firms affect Building firms positively. Furthermore, there is a strong relationship between financial base and the challenges faced by indigenous building construction firms. The study therefore recommend a new innovation in the Government decision to participate in the construction industry by forming Joint construction companies with some expatriate firms. The original intention which presumably is to try to reduce cost, is a good one.
CHAPTER ONE

INTRODUCTION

1.1BACKGROUND OF THE STUDY

According to business dictionary, an online dictionary, “the construction industry is that sector of the national economic engaged in preparation of land and construction, alternation and repair of building, structures and other real properties.

The industry is engaged in many types of building and civil engineering jobs. These include jobs in carpentry, road construction, bridge development and home design. The industry occupies a very important position in the whole world because it is responsible for creating infrastructures for cities, towns, and countries. Oyefeko (1991) as cited in Building construction industry …(2014). National housing Policy (NHP 2006) as in Building construction industry (2014) also confirmed this assertion when it revealed that the industry  has an output of 11% Gross domestic product (GDP) and employs 3% of employment nationwide.

Construction industry achieves its aims by combining land other factors of production including variety of raw materials and semi-processed components. This process of resource combination involves all usual elements and functions associated with production of commodity. Most times, because of some challenges facing this sector of business management, capital funds are required based on long-term source of finance to purchase materials coordinate and organize the factors of production. Detailed design of the product must be carried out and all these need to the financed. These therefore constitute challenges, Many indigenous building construction firms especially those ones who have inadequate financial base grapple with. Further aggravation to the problems of the indigenous firms is seen in the government award of contracts to foreign and big time contractors only and leaving no room for the participating of the indigenous contractors to national development. In support of this assertion, Enwegbara (2012) sees the Nigeria’s construction industry as remaining at a cross road because government policies all these years have favoured awarding construction contracts to foreign contractors instead of their national counterparts. The reason explained above makes it obviously difficult for the indigenous firms to be reasonably established in the industry. The situation thus spells doom for the national economy because if the indigenous building contractors are forced out of business dues to the challenges, their death from the industry becomes imminent.

1.2
STATEMENT OF THE PROBLEM

The rate of influx of foreign construction firms in Nigeria and Government’s continued patronage of them, when critically analyzed does not communicate any good news to national economy. It has been argued by the public that the so called foreign constructors have little or no qualification for the jobs they are awarded. the uncertainty of their technical base does not guarantee safety of the facilities produced by them. On the contrary, some of our indigenous contractors are well known persons in the area services they render. However, the tendency of not patronizing indigenous construction firms subsequently keeps them perpetually in the lower rung of financial development. When critically studied they only but paint to the death of these indigenous contractors in the future. The time is therefore ripe to proffer lasting solution to the challenges facing indigenous contractors who are the future developers of the national economy.

1.3
OBJECTIVE OF THE STUDY

The aim of this research is to critically analyze the various factors that affect the progress of the indigenous building construction firms so that solutions to aid their growth may be adopted.

The specific objective of this research work is as follows:

1.  To determine the effects of government policies and procedures on indigenous.

2.  To find out the effects of poor financial structure on the indigenous building construction firm.

3.  To suggest was of solving the problem facing the indigenous construction firm.

1.4
RESEARCH HYPOTHESIS

Hypothesis one

Hi:
 Government policies and procedures on indigenous building construction firms affect Building firms positively

Ho: Government policies and procedures on indigenous building construction firms affect Building firms negatively

Hypothesis Two

Hi: There is a strong relationship between financial base and the challenges faced by indigenous building construction firms

Ho: There is no relationship between financial base and the challenges faced by indigenous building construction firms

1.5
SCOPE AND DELIMITATION OF THE STUDY

The study is delimited to the indigenous construction firms in Enugu urban only. The study will focus on the structure of the indigenous construction firms, the effect of government policies and other socio-economy factors that affect the indigenous firms like scarcity and high cost of materials, scarcity of quality labour, state of plants and equipments, the problems of personnel development in the industry, poor management of resources and method of contractual procedures.

1.6
SIGNIFICANCE OF THE STUDY

The following are the importance or the usefulness of this study:

1.  This research work will be helpful to individuals who will want to develop and own their own construction firms in the country to know the challenges facing the already existing ones in the country and to know how to tackle these challenges.

2.  The result of the findings will help building clients the government, builders, professional bodies and building team of specialist to jointly improve working conditions to building professional members in organizing seminars, workshop and conferences.

3.  The upcoming researchers will also find this research work very useful because it will serve as a reference material while carrying out a research on similar or a related research topic.

1.7
LIMITATION OF THE STUDY

The following are the limitation of this research work.

1.   Time: Time is one of major constraints to the success of this research work. Because of other activities the researcher is involved in, the study is carried out under a limited time.

2.  Finance: Insufficient finance militated against the success of this research work. Much literature were not reviewed and also few library were visited due to insufficient fund.

3.  Respondents: Indeed some attitudes of the respondents are discouraging in the sense that some are out rightly snobbish.

1.8
DEFINITION OF TERMS

CONSTRUCTION INDUSTRY: This is the sector of national economy engaged in preparation of land, repair of building structures and other real properties.

BUILDING CONSTRUCTION: Is a process of adding structure to a real property or construction of buildings.

GROSS DOMESTIC PRODUCT (GDP): Is the market value of all officially recognized final goods and services produced within a country in a year, or period of time. GDP per capital is often considered an indictor of a country’s standard of living.

NATIONAL ECONOMIC: This is a national financial resources and its financial management with a view towards its productivity.

GOVERNMENT: The group of people who are responsible for controlling a country or a state, managing the affair economically one made by a government political part, business etc

CHAPTER TWO
REVIEW OF RELATED LITERATURE
2.1 INTRODUCTION
This chapter reviews the challenges of indigenous Building construction firms in Nigeria. It discusses issues arising from the topic of interest as viewed from different perspectives, with a view of giving a theoretical and empirical foundation to the study.
2.2 LITERATURE REVIEW

Overview of Indigenous Contracting in Nigeria 
The construction industry in Nigeria provides the driving force necessary for sustaining economic buoyancy. It 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). Firms, companies or organizations that carry out construction works are called ‘contractors’. They offer their skills and services and accept the challenge of executing the works in exchange for financial reward. 

The concept of indigenous contractors came to limelight with the introduction of the Nigeria Enterprises Promotion decree of February 1972, and since then indigenous contractors have been playing an important role in the construction industry. An indigenous contractor in Nigeria is regarded as a person or private organization established under the Nigeria Enterprises Promotion Decree of February 1972, and has no other base than Nigeria and its capital base and ownership is entirely Nigerian (Owoh,1993). These firms range in size from the self-employed craftsmen known as jobbers who engage mainly in repairs and maintenance of buildings to the very large multi-national or foreign-based construction company. Sadly, the Nigerian indigenous contractor base is largely incompetent and inexperienced (Adams,1997; Ogbebor,2002; Awoyinfa,1991). Akintunde (2003) and Ogunlana (2010) opined that for this reason, the Nigerian government still lacks confidence in its Construction sector. 

Shittu (1997) surmised that the combination of the small and medium sized construction firms make up 90 percent of the total registered contractors in Nigeria. These indigenous contractors are characterized by under-capitalization, under capacity utilization, understaffing, and are generally managerially handicapped. Over the years, the poor performance of this category of contractors has been a source of concern and worry particularly when compared with their foreign counterparts. Judging by the record of high number of bankruptcies in this group, poor quality work, mismanagement, diversion and embezzlement of project fund, and the general economic depression, the survival and growth of indigenous contractors may be difficult, particularly in view of inflationary trends, high cost of construction materials, high cost of borrowing capital, government policy change in favour of deregulation, and the current wave of global economic meltdown (Husseini, 1991). Studies have shown that in Nigeria, few large companies control a large percentage of the total workload of the construction industry, while a large number of small and medium sized companies which make up the class of indigenous contractors share a very low percentage of the construction workload. 

An insight into indigenous contractors participation in the Nigerian construction industry 
According to Ademoroti (1997), the Nigerian Society of Engineers conceived the idea of producing a draft recommendation for the “National Construction Policy” to back-up its long canvassed need for government to take the question of technological development of indigenous capacity more seriously. Later, other interested groups like the Nigerian Institute of Building, the Nigerian Institute of Architects, the Nigerian Institute of Quantity Surveyors etc organized seminars and workshops aimed at encouraging the development of indigenous capacity and participation and ultimately, indigenous control of all facets of the construction industry in Nigeria. The situation however, is still far from encouraging. 

Olateju (1991) and Ademoroti (1997) also emphasized, that relative to the volume of work available in Nigeria, the percentage in value of contract handled by the indigenous contractors is still too low compared to those handled by foreign and multi-national companies. This is indeed disheartening because most of the indigenous contractors have not lived up to expectation. Olateju (1991) further lamented that indigenous contractors are faced with several management problems in obtaining jobs, controlling its finance and successfully managing its project to completion within a scheduled time period. 

In an attempt to examine how much of the construction projects executed in Nigeria are given to indigenous contractors, their management strategies and the adequacy of these strategies in preparing them for the future challenges of the industry, Olateju (1991) embarked on a study of 1133 projects costing N11.25 billion awarded by the Federal government between 1974 – 1978, a period when construction activities were highest in the country. The results showed that while the indigenous contractors got awarded 77.2 percent of the number of contracts, they only had 6.95 percent of the value of the contracts. The study also showed that the indigenous contractor had created virtually no impact in the areas of heavy infrastructural development such as civil works in refineries, hydro-electric dams, airports etc. In fact, the foreign contractors averaged N40.75million per contract, as against an average of N890, 000 per contract by indigenous contractors. The study attributed this low level of participation to perceived inability of local contractors to effectively manage large projects. 

Local contractors are generally seen as holding the greatest potential for increasing construction industry capacity and for general economic development. However, the construction industry in developing countries is dominated by foreign contractors and a few large local contractors (Larcher,1999). Adams (1997) further revealed that foreign construction firms dominate major projects in most developing countries as a result of deficiencies in indigenous construction capacity. Similarly, Chen, Chiu, Orr and Goldstein (2007) buttressed this point by surmising that indigenous construction companies in the African continent do not represent a strong source of competition and are thought to lack financial and technical capacity. In a similar vein, Oseni (2002) stressed that foreign construction companies dominate the Nigerian construction industry. To corroborate this, 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. . 

Going down memory lane Somolu (2003) revealed that in the early seventies indigenous construction professionals enjoyed some patronage from the Government, but presently, the Nigerian Government has developed so much fondness and huge patronage for foreign companies thereby leaving their own contractors starved of work . According to Akintunde (2003), as 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. In the view of this, Somolu (2003) surmised that a complex construction 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.

Nature of working capital and its relevance to the contractor and construction projects. 
Capital, money or finance, in the first instance can be considered the blood or life line of any construction activity; and dictates the scope, pace, quality, direction of the final product. It is in fact regarded as the most important resource in carrying-out the execution of a construction project. Without it, the contractor cannot acquire other resources. Money is needed to acquire construction resources such as materials, labour, plant and management expertise. The client thus needs capital to finance his project through interim payments to the contractor as work progresses on site. He also requires capital to finance additional increases that give rise to construction cost over-runs. Capital employed for a project is however not the same as working capital (Nigerian Institute of Quantity Surveyors (NIQS), 2003). In Nigeria, recession, inflation, political instability, unstable exchange rate and high interest rates have created unfavourable business climatic, which has eroded business confidence in the construction sector. Consequently, very few contractors are willing to use their money to finance a construction project. This is evidenced by the high rate of bankruptcies and project abandonment in the construction industry in Nigeria. 

Wolfe (2014) explained working capital as how much in liquid assets a company has in hand. It is needed to pay for planned and unexpected expenses, meet short term obligations of the business. A lack of working capital makes it hard to attract investors or get business loans or obtain credit. In the view of Shelton (2002), it is the excess of current assets over current liabilities. Assets are probable future economic benefits obtained or controlled by a particular entity as a result of past transactions or events while Liabilities are probable future sacrifices of economic benefits arising from present obligations of a particular entity to transfer assets or provide services to other entities in the future as a result of past transactions or events. He further stressed that an understanding and analysis of working capital is crucial to the financial position of construction contractors. Adopting the terms of Calvert (1990); working capital, or circulating capital as the amount by which the readily convertible liquid or current assets of a company exceed it current liabilities. Thus, the total of a company’s cash investments, bills receivables, stocks, book debts, and similar floating assets minus the company’s trade creditors, bank overdrafts, bills payable and similar floating liabilities equals the circulating or working capital of the company. 

With respect to construction, Maniar (2011) defined Least Working Capital (LWC) for a construction project as “the minimum cash requirement for a contractor to complete the construction project within the construction period”, Contractors must have enough working capital to cushion the effects of delay in payment of certificates, especially on government contractors, which they require for payment of wages, purchase of materials, hiring of plants etc during the gap between valuation of work and actual payment. This means that contractors actively participate in financing construction projects. 

According to Ernst & Young (2013), working capital performance provides critical insight into the state of a company’s financial position. It is an important indicator of financial fitness. The key to success of any enterprise is skillful cash management, including working capital management, cash forecasting and financing. Harris and McCaffer (2005); Pilcher (1992) viewed working capital as comprising the liquid (easily converted to cash) or near-liquid assets (properties or economic resources owned by the organization) needed to lubricate its daily transactions. It is represented by the difference between current assets and current liabilities. 

Akinsulire (2002) compared the importance of working capital (which he also terms circulating capital) to that of blood in a human being. It is needed for the day-to-day operation of a company. Working capital, he explained further is one of the most strategic asset holdings of construction companies. It is the capital which flows and changes form as the company pursues its goals and performs its operations. It is a financial lubricant or life stream for the contracting company and maintains constant process of circulation throughout the construction stage of the project. Similarly, Pandey(2000) stressed that the threat of a company becoming insolvent is as real as the threat of death to a man without sufficient blood. More contracting firms, he further stressed appear to fail through lack of liquidity than do so by inadequacy of site control. Hence, the need for proper budget forecasting and flow of funds in the management of working captial.The indigenous contracting firm, like any other business concern cannot survive without adequate working capital. Working capital is thus a critical element needed by a contractor to achieve successful construction project procurement.

THE STATE OF THE CONSTRUCTION INDUSTRY

The Building and Construction Industry has had a rapid and steady growth over the past two decades and it also has one of the highest rates of expansion in any sector of the Nigerian economy.

The Nigerian Construction Industry is dominated by a few large expatriate firms who carry out about 90% of the work. There are many small Nigerian contracting firms which account for the rest of the work. These are mainly in the area of building construction, though recently one or two are embarking on civil engineering works. Even in the area of small building works and commercial and industrial buildings, only a few are able to compete successfully with expatriate firms.

The indigenous contractor is faced with the problems of working capital, poor management and lack of good Organisation.

FINANCE

Finance is very important in the Building and Construction Industry. The contractor has to invest on plant which is expensive in the case of civil engineering Jobs, and requires cash for payment of workers salaries, purchase of materials, etc. Inadequate finance can severely limit the scope of activities of a contractor.

In recent years the problem of finance has become soluble. The commercial banks are under considerable pressure from the Government to assist indigenous companies and any contractor who has demonstrated a good sense of responsibility and shows some creditable construction record should not have much problem in attracting funds from the banks.

Personnel

Nigerian labour is extensively used by both expatriate and indigenous construction companies even though the industry is capital intensive. By European Standards, the Output of labour on building and civil engineering sites is very low. Labour wages are relatively low and for civil engineering projects, the overall labour cost is small in relation to the total Output. One interesting point is

that expatriate contractors always get better productivity out of Nigerian workers, this can only be ascribed to better supervision.

Management

The question of Organisation is rather more serious. The most common complaint against Nigerian contractors is that they do-not complete Jobs on schedule. Most of the problems that arise come from bad planning and inefficient Organisation.

It is the efficient Organisation of men and equipment that makes for good results in terms of Job quality, completion time and profit margin. People often assumed that labour is cheap and they put workers on site without proper supervision that ensures productivity. This is wasteful; when one talks of cheap labour, it is in relation to labour costs elsewhere.

The lesson here for the indigenous construction Company is that contracting is not a field in which one-man enterprise can sueceed. Contractors should form proper companies with trained technical personnel and managers.

GOVERNMENT POLICY ON CONSTRUCTION

Government policiy efforts to encourage Nigerian Contractors have taken several forms. One form was to reserve projects costing tf 100'000 or less for only Nigerian Contractors and another was to encourage partnership with expatriate firms. In spite of these efforts, partieipation of Nigerian Contractors in the construction industry has been relatively small.

The position has improved somewhat during the execution of the Second National Development Plan. By this time, some engineers had entered the Construction Industry as contractors and their record so far has been encouraging. A new innovation is the Government decision to partieipate in the construction industry by forming Joint construction companies with some expatriate firms. The original intention which presumably is to try to reduce cost, is a good one.

Construction cost has been rising steadily and it has reached a stage where it is difficult or well nigh impossible to estimate the cost of a project accurately.

There are two major factors responsible for this. Apart from the rising cost of construction materials and equipment, there is a great deal of work (some would say too much work) available and the contractors do not have the executive capacity to do all the work. Quite often, advertisements calling for tenders are ignored by contractors.

However, in trying to solve one set of problems, one hopes that new ones are not created. A government construction Company that does not compete for government Jobs has a Virtual monopoly will not be an economic proposition nor will it lead to reduction in costs. The idea of sharing in the profits can also prove to be illusory, as any Accountant knows well, profit is a question of definition. A Government Joint venture should also provide its share of Nigerian manpower. A Government construction could be useful if it provides an opportunity for Nigerian Engineers to take part in tne construction industry in the country but this will not be achieved by simply acquiring shares in an expatriate firm and giving the firm a monopoly of government projects.

This is perhaps a convenient point to mention the question of Indigenisation. The Indigenisation Decree puts the Construction Insutry in Schedule II. This means 60 % Nigerian Ownership of Construction Companies and 40 % expatriate. The aims of the Federal Military Government late it are laudable and one should congratu- on a major piece of legislation. The ultimate objective must be that Nigerians run their own affairs either in the construction industry or in other fields of endeavour. However, the nation needs to emphasise and re-define its objectives.

PROBLEMS OF CONSTRUCTION INDUSTRY IN NIGERIA

The most essential objective to be achieved with this policy is a transfer of technology such that in future, Nigerians will be able to build bridges, flyovers and skyscrapers all by themselves. There is a distinction between this and a share in or transfer of profits. What do we mean then when we say that Nigerians must own 6Q % of an industry? Do we mean that Nigerians only take 60 % of the profit or do we mean that Nigerians must also contribute as much as 60 % of the expertise required in carrying out a construction projeet? There is no doubt that we have to aim for a transfer of technology, so as to ensure that we can execute our development projects ourselves but the present acute shortage of manpower makes it unlikely that we can achieve this immediately.

CONSULTING SERVICES

The profession of Consulting engineers was rather slow in starting in Nigeria. A few took the plunge in the early 1950's and concentrated on buildings. These firms were invariably one-man Operations and were in no position to cope with major civil engineering projects.

The Federal Ministry of Works actively encouraged participation of Consulting Engineers in the development projects of the 1970-74 Plan. The strategy was to encourage larger combines or association with foreign firms. This has, to a large extent, proved to be a successful experiment. Several firms of Consulting Engineers have sprung up in the last five years and in association with foreign firms have taken part in some of the complex and major development programs. They have also taken up the challenge of modernisation and some have been able to use the new sophisticated tools of Computers, etc. However, the practice of distributing work equally between firms has Ied to fragmentation which could hamper the development of indigenous expertise. Patronage should reflect expertise: well established firms with several competent engineers are likely to perform better than Single individuals. Council of Registered Engineers of Nigeria which has been set up to regulate the practice of engineering profession in Nigeria is now attempting to control the establishment of consultancy firms.

Consulting Engineers profession differs from other business in several respects: it is not, strictly speaking, a business concern, it is service in a specialized ability and the duty of the Consulting Engineer is to seek the best interests of clients at all times. This is why the tradition has been to invite the best Consultant in a field to advise or protect the client1s interest in a particular projeet. There is however, a growing trend among clients particularly State Governments, which request Consultants to quote or tender for a Job. The disadvantages of the procedure however outweigh any apparent economic gains. It is not the cheapest advice that the Client needs but the best and since there is a fixed scale of fees, it is better to select Consultants on the basis of competence.

The shortage of experienced manpower in the Ministries of Works, creates a serious problem in the implementation of projects. This often means that a proper assessment or comment on the Consulting Engineers reports is not possible. The few officials that are available are far too busy to be able to read each report in detail. This means that there are considerable delays in obtaining approval for preliminary projects and in a Military Regime where the emphasis is on achievement, the Consulting Engineer could be blamed for the delay. This Situation also makes it imperative that the best Consultant be retained for a particular job so that even if his advice is implemented, it could not lead to disastrous results.

THE CONTRACTOR AND THE BUILDING PROCESS

Establishing oneself as a contractor requires more than just knowledge of construction work. Proper financing of the venture is very essential or else one may be in trouble before he or she starts a project. Financing a project is therefore very important in project development; it simply refers to the arrangement of adequate funds to finance the entire building process

A contractor intending to do a project must therefore know how much capital is required, what the cash needs will be and more so, he should have alternatives in case things go contrary to his expectations.

Project life cycle
Generally, a project life cycle sub-divides the scope of work into a sequence of stages. Most projects go through a life cycle, which will vary with size and complexity of the work thereby drawing different attention at different stages of construction.

The life cycle is therefore a path from origin to completion of a construction project. It is important as it helps in the identification of the activities required to provide the anticipated outcome. Life cycle also refers to a framework for dividing the management cost of work in to manageable packages that march with the various stages of the building process. This enhances management and financial control of a project.

The Building process
Building contracts come into existence when two parties, namely the employer and the contractor, come into an agreement for a building process. The employer initiates the whole process by first appointing the design consultants and thereafter playing a vital role in selecting the contractor with whom to enter into a contract. Generally, a building process has three stages namely;

> Pre-contract stage

> Construction stage

> Maintenance stage

Pre-contract stage
This stage starts with the client who comes up with a decision to build. Through the advice of land developers, the client acquires land for erection of the intended development. The client then briefs the architect of his intended project.

The Architect on understanding the clients brief, transfers it to paperwork to make initial sketches. The Quantity Surveyor takes the sketches and prepares a cost estimate for the proposed project. If the employer accepts the estimate, he sets a cost sealing

The architect then makes necessary adjustments, and thereafter prepares a detailed working drawing. The quantity surveyor uses the detailed drawings to prepare bills of quantities, which forms the basis of tendering. Interested bidders purchase the tender documents from the procuring entity.

Tender document refers to all-important information concerning the proper contract in relation to rules, conditions e.t.c. Supplied to the contractor so as to enable him price the works as accurately as he may taking into account all the special peculiarities which every building project posses. The contractor’s quantity surveyor quotes a price for the tender, the top management of the construction firm makes the final adjustment regarding make up. The procuring entity then opens the tenders in the presence of bidders. Lastly, the Quantity Surveyor does the tender analysis and with enough consultation with the architect, recommends the best contractor.

Construction stage
The contractor interprets the architect’s drawings into the built environment by putting the resources together, to achieve the set objective as per the contract terms of cost, quality and time.

Variations and alterations made by the client and architect during construction stage and their value in terms of cost should be determined. The work of the contractor is paid through several interim certificate payments, this are initiated by the contractor’s quantity surveyor who prepares valuations of work done and materials on site, either on monthly basis or as stipulated in the contract. The valuation report proceeds to the professional quantity surveyor for approval. The approved valuation proceeds to the architect who drafts a certificate of payment, and the client or his representative pays the contractor.

Payment certificate during construction comprise of; interim certificates, penultimate certificate and the certificate of practical completion. Penultimate certificate is normally released with the first moiety of retention, and the latter denotes practical completion and it is given to the contractor upon the architect’s satisfaction that the relevant building works are completed. Maintenance period starts from this point. 

Maintenance period
This period starts after the architect has verified that the building is practically completed, and the defects liability period can start. Defects liability period is normally six months from the time of practical completion, a contractor within this period is liable to make good any defects that arise during this period. The final account comes last after defects liability period and the final certificate released.

Tendering and contractor selection
A tender is an offer by a party to provide a service or materials to carry out a specific piece of building construction work under specific conditions for a fixed amount of money within a fixed period. Tenders are invited as means of determining which contractor undertakes the works for the lowest price.

Contractor selection
There are various methods employed in selecting a suitable contractor for a given project, some of the principle matters to consider while doing the selection include:

> The firm’s financial record and standing.

> Whether the firm has had recent experience of building at the required rate of completion over a comparable contract period.

> The firm’s general experience and reputation in comparable areas of work.

> Whether the management structure of the firm is adequate for the type of contract envisaged.

> Whether the firm will have adequate capacity at that relevant time.

These considerations are necessary if the employer is to prepare and keep a list of pre-qualified contractors. The list is however, subject to periodic adjustments to kick out those firms that are deviating from the expectation of these considerations and admitting new firms who qualify to be short-listed in the light of the laid down characteristics

Construction business is often thought to be highly profitable, but in reality it is highly competitive.

The following are ways of getting business in the construction industry;

> Bidding on public works against other bidders

> Bidding on private work against a selected list of bidders

> Negotiating for work

Most contractors start construction business by fighting in the competitive bids. After doing the first job(s) and showing skill, integrity and responsibility a contractor can graduate to the level of selected bidders lists and then on to negotiated works.

2.31 Open tendering
This method of contractor selection is open to any contractor who feels he is capable of performing the works of a project and is ready to submit a price bid. The method allows fair competition among registered contractors to tender for construction works. Ranking of bidders is done upon opening of tenders, this is followed by tender analysis and then awarding of tender is done to the contractor found to be most credible. This method of tendering provides a chance for beginning contractors to win tenders.

This method of tendering is common for the public sector jobs. However, most private developers do not prefer this method because there is the risk of getting the lowest tender from an inexperienced contractor, the cost of tendering is also very high because there are many contractors tendering and lastly, tender analysis takes too long.

Selective tendering
This is a method of selection where a certain number of contractors are selected and invited to tender. The following are the two approaches that are used.

The first approach is through the local press; where applications are invited from certain category of contractors to tender for a particular project (briefly described). These ways, contractors who are not in the said category, say C or B and above are discriminated against and therefore only those who qualify can tender.

The second approach is where the client looks at a list of pre-qualified contractors and picking on a number that looks desirable, say six contractors, the quantity surveyor or project manager then writes to them requesting them to tender for a particular project. The employer in this case is faced with the advantage of obtaining favorable tenders, since the few contractors chosen are reputable, moreover, tendering and tender analysis cost are substantially reduced. The disadvantages in this case affects the client, this is because tender sums are generally higher than what it would be in open tendering; contractors behave differently when they know that it is only a specific category tendering. Collusion is possible especially when the number of bidders is much reduced and they happen to know one another. This method of tendering also erodes the level of competition and its associated benefits. Beginning contractors are not likely to benefit from this type of tendering simply because; selective tendering discriminates against inexperienced contractors.

Negotiated tendering
Sometimes the client has to do without competitive tendering and chooses to negotiate with one or two contractors. Negotiations are preferred when; a quick start of work is required, the contracting firm has specialist plan or technique that is required for the works, the building industry is overstressed and the contractors are kept busy, there is a good business relation between the contractor and the employer, say based on past relationships. It is therefore essential that negotiations should only exist if the employer is sure he is getting real benefit from it.

Following are the two types of negotiated tendering;

Single stage; this is where the employer nominates a contractor and together they negotiate rates.

Two stage; is where tenders are invited and based on tender sums, the employer negotiates rates with one of the contractors.

Advantages to the negotiated tendering are; the client is capable of retaining services of a contractor who is found satisfactory from the past, there is a tendency of obtaining lower figures than tender sum under normal tendering procedures this is particularly in the Two stage tendering and lastly, cost of tendering is reduced as compared to the earlier methods. The disadvantage to this method is that there is a prolonged wastage of time before actual construction starts. 

Serial tendering
This method of tendering is whereby a contractor tenders for a particular project with the understanding that if he is likely to be awarded that tender, then there will be many more projects that will come his way. For instance a contractor tendering for phase one of an estate comprising of more than one phase will give favourable rates so as to gain the benefits of continuity should he win the tender. In doing succeeding phases, he has the advantage of using same site office, retaining most of his staff; his plant will be occupied throughout; workers will have been used to that kind of work in which case productivity will be higher. There is provision for upgrading the rates over the time for different rates.

AH-in-service/package deal
This method is adopted for projects where the designer and the contractor are the same firm. The client gives the brief on various requirements. Different firms (openly or selectively chosen) will tender based on design and construction. This type of tendering is essential where urgency is paramount and where highly specialized skills in design and construction are only to be found within a particular firm for example a building to house nuclear facilities.

Therefore, before tendering for a project the contractor is normally expected to do an assessment of his financial capabilities to minimize financial constraints when financing the project, should he win the tender. This is attained by;

> Establishing the firms capital structure

> Knowing how the type of work will affect the company’s capital required

> Establishing a line of credit

> Establishing a good relationship with its bonding company (banks/insurance companies)

> Establish a competent accounting expertise

> Establishing a proper cash flow system. This is attained by minimizing borrowings because of the high interest rates.

> And lastly, the company should frequently do a financial assessment so as to maintain its financial capabilities. 

CHAPTER THREE
RESEARCH METHODOLOGY
Research design
The researcher used descriptive research survey design in building up this project work the choice of this research design was considered appropriate because of its advantages of identifying attributes of a large population from a group of individuals. The design was suitable for the study as the study sought to find out the challenges of indigenous Building construction firms in Nigeria Using Lagos state as our case study.

Sources of data collection 
Data were collected from two main sources namely:

Primary source and

Secondary source 



Primary source:


These are materials of statistical investigation which were collected by the research for a particular purpose. They can be obtained through a survey, observation questionnaire or as experiment; the researcher has adopted the questionnaire method for this study.

Secondary source:
These are data from textbook Journal handset etc. they arise as byproducts of the same other purposes. Example administration, various other unpublished works and write ups were also used. 

Population of the study 
Population of a study is a group of persons or aggregate items, things the researcher is interested in getting information regarding The design was suitable for the study as the study sought to find out the challenges of indigenous Building construction firms in Nigeria. Two hundred (200) workers of building firms were selected randomly in Lagos as the population of the study.

Sample and sampling procedure
Sample is the set people or items which constitute part of a given population sampling. Due to large size of the target population, the researcher used the Taro Yamani formula to arrive at the sample population of the study.

n= N

  1+N (e) 2
n= 200

1+200(0.05)2


= 200

1+200(0.0025) 

= 200    200

1+0.5 = 1.5  = 133.

3.5
Instrument for data collection 
The major research instrument used is the questionnaires. This was appropriately moderated. The respondents were administered with the questionnaires to complete, with or without disclosing their identities. The questionnaire was designed to obtain sufficient and relevant information from the respondents. The primary data contained information extracted from the questionnaires in which the respondents were required to give specific answer to a question by ticking in front of an appropriate answer and administered the same on the teachers of the selected schools: The questionnaires contained structured questions which were divided into sections A and B.

Validation of the research instrument
The questionnaire used as the research instrument was subjected to face its validation. This research instrument (questionnaire) adopted was adequately checked and validated by the supervisor his contributions and corrections were included into the final draft of the research instrument used.

Method of data analysis
The data collected was not an end in itself but it served as a means to an end. The end being the use of the required data to understand the various situations it is with a view to making valuable recommendations and contributions. To this end, the data collected has to be analysis for any meaningful interpretation to come out with some results. It is for this reason that the following methods were adopted in the research project for the analysis of the data collected. For a comprehensive analysis of data collected, emphasis was laid on the use of absolute numbers frequencies of responses and percentages. Answers to the research questions were provided through the comparison of the percentage of workers response to each statement in the questionnaire related to any specified question being considered.

Frequency in this study refers to the arrangement of responses in order of magnitude or occurrence while percentage refers to the arrangements of the responses in order of their proportion. The simple percentage method is believed to be straight forward easy to interpret and understand method.

The researcher therefore chooses the simple percentage as the method to use.

The formula for percentage is shown as. 

% = f/N x 100/1 

Where f = frequency of respondents’ response 

N = Total Number of responses of the sample 

100 = Consistency in the percentage of respondents for each item 

Contained in questions  

CHAPTER FOUR
PRESENTATION ANALYSIS INTERPRETATION OF DATA
4.1
Introduction


Efforts will be made at this stage to present, analyze and interpret the data collected during the field survey. This presentation will be based on the responses from the completed questionnaires. The result of this exercise will be summarized in tabular forms for easy references and analysis. It will also show answers to questions relating to the research questions for this research study. The researcher employed simple percentage in the analysis. 

4.2
Data Analysis 
The data collected from the respondents were analyzed in tabular form with simple percentage for easy understanding. 

A total of 133(one hundred and thirty-three) questionnaires were distributed and 133 questionnaires were returned.

Gender distribution of the respondents.
TABLE I

	Gender distribution of the respondents

	Response
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	Valid
	Male
	77
	57.9
	57.9
	57.9

	
	Female
	56
	42.1
	42.1
	100.0

	
	Total
	133
	100.0
	100.0
	


From the above table it shows that 57.9% of the respondents were male while 42.1% of the respondents were female. 

TEST OF HYPOTHESES
Hypotheses one

Hi:
 Government policies and procedures on indigenous building construction firms affect Building firms positively.

Ho: Government policies and procedures on indigenous building construction firms affect Building firms negatively.

Table II

	Government policies and procedures on indigenous building construction firms affect Building firms positively

	Response 
	Observed N
	Expected N
	Residual

	Agreed
	40
	33.3
	6.8

	strongly agreed
	50
	33.3
	16.8

	Disagreed
	26
	33.3
	-7.3

	strongly disagreed
	17
	33.3
	-16.3

	Total
	133
	
	

	Test Statistics

	
	Government policies and procedures on indigenous building construction firms affect Building firms positively

	Chi-Square
	19.331a

	Df
	3

	Asymp. Sig.
	.000

	a. 0 cells (0.0%) have expected frequencies less than 5. The minimum expected cell frequency is 33.3.


Decision rule: 
There researcher therefore reject the null hypothesis which states that Government policies and procedures on indigenous building construction firms affect Building firms negatively as the calculated value of 19.331 is greater than the critical value of 7.82 Therefore, Government policies and procedures on indigenous building construction firms affect Building firms positively.

TEST OF HYPOTHESIS TWO
Hi: There is a strong relationship between financial base and the challenges faced by indigenous building construction firms

Ho: There is no relationship between financial base and the challenges faced by indigenous building construction firms.

	  Table IV
There is a strong relationship between financial base and the challenges faced by indigenous building construction firms.

	Response 
	Observed N
	Expected N
	Residual

	Yes
	73
	44.3
	28.7

	No
	33
	44.3
	-11.3

	Undecided
	27
	44.3
	-17.3

	Total
	133
	
	


	Test Statistics

	
	There is a strong relationship between financial base and the challenges faced by indigenous building construction firms

	Chi-Square
	28.211a

	Df
	2

	Asymp. Sig.
	 .000

	 a. 0 cells (0.0%) have expected frequencies less than 5. The minimum expected cell frequency is 44.3.


Decision rule: 

There researcher therefore rejects the null hypothesis which states there is no relationship between financial base and the challenges faced by indigenous building construction firms as the calculated value of 28.211 is greater than the critical value of 5.99. Therefore the alternate hypothesis is accepted which states that There is a strong relationship between financial base and the challenges faced by indigenous building construction firms.

CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATION
5.1 INTRODUCTION
It is important to reiterate that the objective of this study was the challenges of indigenous Building construction firms in Nigeria.

In the preceding chapter, the relevant data collected for this study were presented, critically analyzed and appropriate interpretation given. In this chapter, certain recommendations made which in the opinion of the researcher will be of benefits in evaluating the challenges of indigenous Building construction firms in Nigeria.

SUMMARY
This study was undertaken to determine the challenges of indigenous Building construction firms in Nigeria. The study opened with chapter one where the statement of the problem was clearly defined. The study objectives and research hypotheses were defined and formulated respectively. The study reviewed related and relevant literatures. The chapter two gave the conceptual framework, empirical and theoretical studies. The third chapter described the methodology employed by the researcher in collecting both the primary and the secondary data. The research method employed here is the descriptive survey method. The study analyzed and presented the data collected in tables and the hypotheses were tested using the chi square while the fifth chapter gives the study summary and conclusion.

CONCLUSION AND RECOMMENDATIONS
Government policiy efforts to encourage Nigerian Contractors have taken several forms. One form was to reserve projects costing tf 100'000 or less for only Nigerian Contractors and another was to encourage partnership with expatriate firms. In spite of these efforts, partieipation of Nigerian Contractors in the construction industry has been relatively small.

The position has improved somewhat during the execution of the Second National Development Plan. By this time, some engineers had entered the Construction Industry as contractors and their record so far has been encouraging. A new innovation is the Government decision to partieipate in the construction industry by forming Joint construction companies with some expatriate firms. The original intention which presumably is to try to reduce cost, is a good one.

In this work we found out that Government policies and procedures on indigenous building construction firms affect Building firms positively and there is a strong relationship between financial base and the challenges faced by indigenous building construction firms.
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QUESTIONNAIRE 
INSTRUCTION

Please tick or fill in where necessary as the case may be. 

Section A

 Gender of respondent

A 
male

{  }

B 
female
{  }

Age of Respondent

21-30  {  }

31-40  {  }

41-50 {  }

Educational Status 

None [   ]

FSLC [   ] 


BSC [  ]

Others……………………………….

SECTION B


Government policies and procedures on indigenous building construction firms affect Building firms positively.

Strongly Agreed

Agreed

Disagreed

Strongly Disagreed

Government policies and procedures on indigenous building construction firms affect Building firms negatively.

a)
Strongly Agreed

b)
Agreed

c)
Disagreed

d)
Strongly Disagreed

There is a strong relationship between financial base and the challenges faced by indigenous building construction firms.

a)
Strongly Agreed

b)
Agreed

c)
Disagreed

d)
Strongly Disagreed

There is no relationship between financial base and the challenges faced by indigenous building construction firms.

a)
Strongly Agreed

b)
Agreed

c)
Disagreed

d)
Strongly Disagreed

There is an effect of finance on building firms in Nigeria.
a)
Strongly Agreed

b)
Agreed

c)
Disagreed

d)
Strongly Disagreed

There is no effect of finance on building firms in Nigeria.

a)
Strongly Agreed

b)
Agreed

c)
Disagreed

d)
Strongly Disagreed

There are government policies and procedures on indigenous building construction firms.

a)
Strongly Agreed

b)
Agreed

c)
Disagreed

d)
Strongly Disagreed

There are no government policies and procedures on indigenous building construction firms.

a)
Strongly Agreed

b)
Agreed

c)
Disagreed

d)
Strongly Disagreed

