RANDOM THOUGHTS ON TECHNOLOGY AND THE WORLD OF SMALL BUSINESS – WHAT FUTURE?
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1.
INTRODUCTION
1.1
If there is ever a single most important thing this generation should be grateful to God for, it is the internet. I choose to give the gratitude to God very consciously although I am well aware that in these days and age, there are quite a few who now hold different beliefs and whilst I do not wish by this to stir any controversies, my hypothesis is that there is little we can do on our own without the spirit which moves in us and gives us understanding. Without belabouring this issue further, I want to dwell on the issue of mankind and what purpose we believe we have been called upon to serve.

1.2
Basically and perhaps broadly, I see two different kinds of humans on this earth just as there are good and then the bad. There are those who believe in moving forward and in the process create, innovate and invent whilst on the other spectrum, you have those who prefer to sit back and analyze the work of others. Sometimes, they see bad in everything that has been done or that will be done. The pity of it is that those who move this world forward are of very rare specie and among them geniuses who may not even be appreciated in their lifetime. 

1.3
I shall try not to complicate the matter further but included in the group that moves the world forward are also the good and the bad, some for the benefit of mankind and the other for the destruction ultimately. It becomes clearer if you think of the atomic power and nuclear energy which as may have turned out, the intention of an inventor in some cases is always different from the use to which the invention is put by those of us remaining in the world even after the originator may have long gone. This is perhaps true of most inventions and discoveries in the areas of medicine and space exploration. At the end of the day, the question must always return as to whether a certain invention was a blessing or curse.

2.
THE GREAT TECHNOLOGICAL BREAKTHROUGHS 

2.1
Whilst it is true that the Internet (like its co-travellers, the satellite and the GSM) has had to ride on the back of the earlier inventions notably the telephone and of course, computer, what is not in doubt is that the internet is the one single technology in modern history that has succeeded in welding the entire world together in a strangle-hold. It has crossed boundaries and cultures like an unstoppable whirlwind or moving train and everybody has been happy to hop in. To be fair though, the advancement in human endeavors in the areas of transportation, i.e. automobile, the steam engine and eventually the railroads, shipping and aviation had in no small way opened up immeasurable possibilities to mankind before now. I recall that as a young boy, it took some 24 hours by the only means of travelling at the time for one to travel by the ‘Armels’ transport from Lagos to my home town in Edo state. Or can we even begin to imagine how the invention of the airplane must have been seen as the highest level of witchcraft by humans at its own time? This was why it was easy for me to understand the African in the film ‘The gods must be crazy’ who on picking up an empty bottle thrown off a plane decided he would take the bottle to the ends of the earth in search of the source. 

2.2
Man’s quest for knowledge is insatiable and the introduction of the Concorde (now phased out or suspended) had already cut down to half the Atlantic travel time between London and Paris. Similar advancements have been made in the areas of medicine and human health and man now lives much longer that he lived centuries ago, “Methusellah” period as stated in the Holy Books excepted. 
2.3
Would anybody have conceived of the idea of our capability to determine the sex of a baby before conception or the scanning capabilities of the body to diagnose accurately a disease before commencement of treatment as opposed to the probability concept or theory adopted by the Physician of old? Or do we indeed need to be reminded of the space technology and the landing of humans on the moon? Our fore-fathers surely would turn in their graves if they knew of the rocket launches to an unknown realm with the myths and may be superstitions thought to be surrounding the outer space. They would normally have wished to refer us to the story of the “Tower of Babel”, but what I believe is that God had simply fulfilled the promise that the Holy Spirit was to come to assist us and would teach us all we need to know and at the appropriate time. If these were not enough to blow our minds, consider the nuclear (not just the atomic bomb) technology both Military and industrial which we are now capable of developing. As we have come to know, there are about 7 countries presently that have sufficient arsenal to wipe out this world. For me however, the small grain of religious belief I have teaches me that the human beings did not create the world, and no matter how they may stray, God only has the capability to destroy what he created but even so we live by his promise to us that it would not happen again.
3.
EARLY DAYS OF BANKING
3.1
Like a storm, these developments do catch up with us and if you are not prepared to flow with the tide, you could be doomed. Just to illustrate, quite many years ago when I was a Bank Clerk, it was common for us to carry home very fat Books of Accounts for casting and reconciliation in preparation for next day’s business. Some of these books used to weigh up to 4 kilograms because of the hard metal binders that never got damaged if thrown down on concrete floor from a 3-storey building. They were books that were made to last ages, even 50 years in Archive and typically the leaves were bound together for security reasons with a mechanized lock attached to the binder under the control of Management. 
As could be imagined, Archiving was horrific and the only parallel I can draw in the description of the responsibilities and duties of the then Archivist is that of the old Public Librarian. The job had so much drudgery that it was never a pleasant experience to approach the Archivist who never could afford a smile. 

3.2
As a refer clerk, all authorization above your own level required that you carry the fat book physically clasped to your chest because of the weight to whichever officer had the power to give decision. The process was completely manual and energy sapping as we were later to realise, but come to think of it, we did not initially have the luxury of the small adding machines and calculators. All additions and subtractions were done as you went along with each transaction on each of the accounts for the day, and remember too that currency decimalization was not existent. We used the pound, shillings and pence, and I tell you, it was a nightmare for the average student of mathematics. For this reason, Refer clerks were very highly regarded. In any case, it was difficult to get into the Bank unless your math was very good and you were holder of a school certificate grade 1. There were few banks and the entrance examination into them involved very rigorous and complex calculations aimed at testing your mental strength, accuracy speed and general intellect. Can you believe that people were so engrossed in such laborious task that when eventually some of these calculators started to emerge, there were skeptics! For some brief period, we were to live through a manual rechecking of machine lists to reconfirm results given by calculators, and as funny as this was, the skeptics had a good point. Frauds began to surface through manipulation of figures in the machines, i.e., non-post and non-adds. It was scary.

4.
IMPACT OF TECHNOLOGY
4.1
The technological advancements in Nigerian banking industry came gradually and those of us who have been fortunate to live through the developmental stages feel very privileged and I must say we were greatly relieved to see that we could see daylight after close of work. 
4.2
First, it was the semi-mechanized process and then onto fully mechanized over a time which seemed like eternity as we grew to enjoy and embrace the improved accounting technique. This had involved the use of Burroughs Accounting machines which were very limited in memory. Computerization commenced with the punched tape system for transfer of data to a main frame through Reader sorters. Hard copies of all reports, i.e. output had to be physically transmitted to locations for use as working papers for the days’ jobs. The difficulties that arose from this procedure were of course enormous and the farther a location was from the computer main frame office; the more problematic it was to do transactions. There were occasions reports would not be available for one reason or the other including logistics and a location or branch would of necessity have to work with figures extrapolated manually like in the old to be able to arrive at new balances of accounts. The next stage was the introduction of the mini computers as stand-alone in branches. Full computerization eventually came although initially in clusters of branches and cost centres which were attached to separate servers for reasons of cost, capacity and remoteness of some locations. It must be remembered that in all this, the infrastructures in the country were and even now are still very deficient and banks were incurring quite enormous costs in order to achieve full computerization.

4.3
The effect of computerization has been more profound in the banking industry than in some other spheres because of the central role money plays in our lives and survival, and it was only proper therefore that banks should embark on clear differentiation of services and products based on their computer capabilities. Unfortunately however, the industry in those early days suffered from short-sightedness arising from the inability of the operators to collaborate to compete in provision of shared facilities. Instead, each bank had gone on to create similar avoidable costs and beneficiaries were usually the smooth talking foreigners and middlemen consultants who were smiling away at the disunited approach while the banks themselves had trouble passing those costs to their customers. 

4.4
Truly, we are now in the computer age and the pace of development has been phenomenally and competitively comparative to what obtains in the more advanced societies, what with Nigerian banks daily brandishing exotic products that easily catch the fancy of the younger generation. Indeed, most banking transactions can now be done virtually and completed by customers without seeing or visiting bank offices and sites, but not too surprisingly though, there are still even in Europe and elsewhere pockets of senior citizens who insist on the age-old physical interaction with Managers in doing their business. The beauty of computer in banking today is that customers are able to access their accounts from any part of the world 24 hours a day and can draw cash from machines even in the dead of the night for use. The inter-operability that has been achieved in equipment worldwide has been the high point in the collaborative efforts of bankers and manufacturers of the various machines, hence you do not have to look for your own bank machine specifically before you draw cash.
5.
THE SURVIVAL GAME
5.1
Internet capabilities have become so infinite that it is now difficult to imagine what it cannot do. It harbours limitless knowledge of the world of people and business and is the market place for quickest exchange of goods and services. The power of the internet is easily more appreciated in more advanced parts of the world where almost everything is in private hands and an example of how it now impacts the way of life is in the UK, where the almighty Royal Mail/Post office is struggling to survive the axe of Government for reason of cost and continued relevance. Internet’s wide application, reach and acceptability have made it an instrument of power in the hands of global players but who are the greatest beneficiaries?
5.2
One evident truth really is that Globalization predated the internet. It is also a fact that globalization evolved naturally but through the aggressive pursuit by the oligarchs and multi-nationals who saw the opportunity to consolidate their hold on the lopsided pattern of world trade. 
5.3
Let us at this juncture try to recall that the industrial revolution of the eighteenth century had empowered Europe economically and with that head-start, formidable companies had emerged that were to subsequently play significant roles in the establishment of subsidiaries in colonies of Africa, Asia and even the North and South America. The end of the first and second world wars saw the growth of authority and influence of the United States of America in World trade, Europe having been left in devastation resulting from the wars, and it is no accident that the great push in computerization and internet have their origin in that country. By the Bretton Woods Agreement and, the convention for International settlements in the late 1940’s, the major trading blocs were able to secure some beneficial order in world business and payment system which to a large extent operates up till today, and the question that arises now is how countries like Nigeria could share in the benefits. If you now add to this, the World  Trade Order (WTO) rules particularly in the area of trade liberalization, the picture that comes to view cannot be palatable to developing economies.

5.4
The scenario has been such that favourable balance of trade and consequently, further accumulation of capital resided with the big export trading countries who were thus able to move funds round the world to centres that offer the right environmental attraction and stability for investment. A notable exception to this pattern is the wealth that accrued to oil producing countries in the last five decades, and ordinarily that kind of windfall ought to have been sufficient to launch a country like Nigeria into the big league. 
6.
NIGERIA ON THE MOVE
6.1
A number of factors had militated against the early industrial take-off in Nigeria and may be I should illustrate just one. 
In the early 1980’s, Nigeria decided to make some concrete efforts towards industrialization and promotion of non-oil exports and small scale enterprises. The Central bank of Nigeria appropriately issued guidelines to Banks for channelization of credit in prescribed percentages to the relevant sectors of the economy with bias for the real sector which then encompassed the Manufacturing and the two already highlighted above. 
Prior to that time, Nigeria had been importers mainly of finished goods, a major reason the country was brought to its knees as foreign exchange quickly dried up resulting in huge debts and the eventual massive devaluation of the Naira.
6.2
It took time inevitably for the sectoral allocation to achieve the desired impact, but just as we were about to turn the corner, the policy was reversed. I was of course aware of some public outcry because the policy by implementation had required forex allocation to be made as a priority to businesses engaged in the preferred sectors, and allegations of abuse and misuse by beneficiaries of foreign exchange were becoming widespread. Again, some commentators and influential international bodies were quick to point to what they termed unfair advantage and distortion of the foreign exchange market, as it was felt there was no level playing field. With some hindsight however, it is not too difficult to see that part of the criticism of that policy was self serving and certainly would not have been in the best long term interest of Nigeria. 
6.3
But before the policy was jettisoned, quite a number of business people had re-positioned themselves and commited to industrializing. Factories had sprung up in many nooks and corners of the country. You can well guess the resultant effect of the policy reversal chiefly which was a return to the era of importation of finished goods. Small manufacturing businesses started failing and bad debts mounted at the banks. Excessive cost of production, the major element being the high cost of diesel has continued to be blamed solely for failure, but I dare say, there were many other related contributory and inexhaustible factors, some which I shall try to highlight hereunder.

· Policy reversals and somersaults of Government.

· Lack of continuity, conviction and courage of Authorities to see through a policy programme to fruition.

· Unclear industrial policy.

· Entrepreneurial short term approach to returns.

· Tax policies.

· Inadequate capitalization of Enterprises.

· Short-term lending by banks for long term projects

· Installation and use of old and less serviceable machines and equipment.

· Skill gap both in operations and management of factories. Entrepreneurs who had traded successfully had assumed they also had the capability to manage factories in production even when they lacked basic qualifications.

· Business people engaging in production of goods for which Nigeria has no competitive and comparative advantage.

· Non-protection for local industries arising mainly from Nigeria’s membership of WTO.

· Smuggling activities fuelled by the porousness of Nigeria’s borders coupled with the ineffective and inadequate monitoring of goods illegally imported into the country.

· Power and other infrastructural inadequacies.

I have deliberately listed the power issue last because it is very well known and had been a subject of National discourse. A side to it worth mentioning though is that some notable multi-national companies have continued to produce profitably and as a matter of fact, what they turned out annually used to represent significant proportion of global group results. The point to make here is that power is not the only one but forms part of a combination of factors that militated against the full take-off of Nigeria as an industrial centre. 
6.4
I do remember vividly noting some encouraging signals in the late nineteen eighties, when as a representative of the Bankers’ committee on the council of the Nigeria Export Promotion, we had visited several countries along the west coast of Africa on export drive. Products of Nigerian factories had flooded those countries with the textiles becoming the flagship and traders from as far as east and central Africa were daily flocking Lagos to load their wares. 
All that was required was increased financing together with subsidies and incentives to achieve higher production level and thus lower unit costs for the manufacturers. To be fair, Government did listen to suggestions and actually provided both pre and post shipment incentives even in cash subsequently, but bureaucracy took away the shine, as inordinate delays in paying became costly.
6.5 Eventually of course, we have since watched helplessly as the import of Chinese textiles and other products came in to knock off all the gains we had made. The textiles industry in Nigeria had received the most financing particularly from the old generation banks and used to have some 400,000 people employed in that business, so it was sad to observe the demise and the dismantling of factory machines. The question that must be asked is why a developing economy like Nigeria should allow a thing like that to happen in the first instance, only for us to come round today to discover the need for a revival.
7.
THE EQUITY FINANCE OPTION
7.1
Perhaps I should now dwell on another issue that was dear to my heart with regard to small scale businesses and its financing. Some years ago, a very bold and commendable step was taken by the then President of the country in instigating action by the Bankers who decided to allocate 10% of their profits for equity funding of small and medium scale productive businesses. It was intended that such small businesses would be able to access badly needed capital on more liberal terms to boost production. Within two financial years, a huge pool of funds had accumulated, and although disbursements commenced on a rather slow note, glimpses of success were becoming evident. The concept was good and investments were to remain in beneficiary companies for a minimum number of years with exit strategy sufficient to allow businesses to grow adequate cash flow for buy back or redemption through funds from the capital market on listing.
7.2
Venture capital companies established by the banks had sprung up and the stage was set for another shot at economic emancipation. 
Then, impatience, greed, conflict of interest and lack of transparency on the part of both banker investors and entrepreneurs all reared their heads. It turned out that many of the business owners were no more comfortable with what they considered as undue interference by the banks who had representatives on the board of their companies. Thus, the scheme underwent substantial amendments with finally a compromise for banks to lend out funds to qualifying companies in the normal and ordinary manner. In this way, the companies would retain their desired full control, but considering that they would then require to secure their facilities properly, one did not have to consult with a soothsayer to figure out what was going to happen to the scheme.
7.3
As could be expected, what all the action and inaction had done was to delay Nigeria’s push into economic boom and industrialization. Whichever way you look at it, the country’s loss is the gain of some developed societies whose people we have continued to keep in employment aside the forex implication to us of uncontrolled importation and insignificant value added to primary export products. For quite a while till the present, Nigeria has remained on top of generators importing countries of the world, and one wonders how much beneficial investments these giant generator manufacturers have committed to this country in collaboration. 
7.4
The heralded success of the “Asian Tigers”, some which were on the same pedestal with us about 50 years ago presents us with certain challenges and I find it appropriate to do a comparison here. There are commentators who believe that the Asians had benefitted from benevolent dictatorship that created the room for stable government and friendly environment suitable for business, hence the massive inflow of foreign direct investments which went into establishment of industries fully owned by the investors. Others have pointed to cheap labour as the main attraction to the foreign investors, but whatever is the case, there are lessons here for Africa to learn. Clearly, we could not have got it right in the establishment of vehicle assembly plants in the 1970’s and 80’s with the Leyland, Steyr and Volkswagon all which have since been shut down with colossal losses to financial institutions. As far as these multi-national vehicle companies are concerned, it would be business as usual because they would easily have fallen back on their other home factories for production and it would not be surprising to see Nigeria import the same vehicles from other countries. This is part of the benefit of globalization to the multi-nationals.

8.
SMALL BUSINESSES – WHAT FUTURE?
8.1
The efficient and low cost companies will continue to benefit from globalization and aided by the internet, they are able to identify and muscle the individual small business suppliers. They are usually in a position to dictate the prices at which they buy and sell, their further growth having been accelerated by the Mergers and Acquisitions (M&A) which gained more ground internationally in the last 50 years. Typically, competitors have been taken out through mouth watering and sometimes hostile bids across national borders and continents. The big becomes bigger and spread their tentacles leaving the small to merge by need for survival or get swallowed. An aspect that hurts small businesses particularly in the food and merchandising today, is that global companies using their unique advantages now get involved in multi products trading within one location and because of their low costs, they can force small scale ones within their vicinity to close shop.
8.2
In spite of all that has been said, no country in the world can afford to ignore small businesses as obviously that sector, informal as it is even in Africa remains the back-bone of the economy. It employs the bulk of the people but because accurate records have not been kept in developing economies like Nigeria, International Finance Institutions have never been able to obtain true data on the performance of the economy. I recall that this was a problem when the telecom company MTN decided to set up shop in Nigeria. The boss of the company in discussion with me had talked of the projection they had for the subscriber base using financial data available for Nigeria, perhaps from some foreign institution. I promptly advised him to jerk up the figure substantially because of what I knew of the informal sector, and about 9 months down the road when I saw him again, he confirmed my thoughts that they had grossly under-estimated the Nigerian market.

8.3
The world we live in today has become very complicated and Governments are continually battling with myriads of problems, a number of them externally induced so it is not uncommon for them to take their eyes off the ball occasionally. A big component of any plans for poverty reduction ought to focus on the survival and creation of small businesses and frankly, it is more crucial to arrange increased support for entrepreneurs in rural communities. In the case of Nigeria, both arms of State and Local Government must see this as a priority function although their involvement should be limited to the provision of infrastructures and stable environment. Again, I should say that a right step was taken by Government in the mid 1980’s with the directive at the time to mostly the old generation banks to compulsorily open branch offices in the rural areas. That action had brought development to remote areas of the country and assisted in no small way in monetizing the economy further. It did much more, as apart from mobilizing savings; it encouraged the establishment and growth of small businesses in those remote localities.

8.4
Funding remains a major constraint in the growth and development of small businesses mainly for the reason that promoters usually are never able to provide adequate collaterals, and the only way Governments have sought to go round this has been to create special institutions some akin to micro finance banks. Cooperatives, village and community group schemes are known to have been established in some countries whereby members are registered in a cartel with commitment of village Head to determine suitability for purpose of accessing credit. In other instances, traditional buyers’ credit had been used successfully to secure advance payment as assistance to small business people. This latter approach which is highly recommended has been in use for a number of decades in Nigeria and was responsible for the success in the Agricultural production of cotton, cocoa and tobacco leaves among others. For upwards of 20 years now, Union Bank has been in the fore-front in lending to small farm holders all over the country helping to boost Agricultural production and this fact has not been lost on the Regulatory body, the CBN which for years now had successively awarded that bank the recognition.
8.5
What constitutes a small business does come into play sometimes and although I do not wish to overly concern myself with this aspect, it might be instructive to say that analysts believe a small business should normally have not more than about 30 employees, with a threshold of 50 for medium scale. This could be quite tricky, and usually however, a number of other factors have to be applied in combination. These include the paid-up capital, investment in machinery and total assets footage. I am not unaware that International financial institutions do have their template for this, but then, I believe that each country should be able to set its own standard depending on circumstances and what is hoped to be achieved. The one-size fits all may not be appropriate as has been shown by the various restructuring of different economies in the world. After-all, a one-eight of 1% movement up or down in rates in Europe or America is not likely to attract the same economic response in many African countries.
8.6
Saving as a culture must be encouraged and developed in our society as this in itself has often times formed the basis of quicker start-up in business. We should try to avoid the mistakes and pitfalls associated with profligacy and individual reckless spendings created and aided by the world of illusion of credit cards as they only serve to postpone the doomsday. Consumption is good for the expansion of factories and ultimately sustenance of employment but only to the extent that this is counter-balanced by production and earnings for re-investment and re-generation of the same economy.

9.
CONCLUSION

9.1
One is impressed with the plan to make Nigeria one of the biggest economies in the world by the year 2020 but we have just ten years to go and we still spend quite a lot of foreign exchange importing ‘Okada’ motor cycles and yet another stupendous amount on ‘Keke Marwa’ tricycles from Asia. There is simply no logical explanation for our inability to use the Engineering skills that I know are available in this country for the production of machine tools and light engines whether for mechanized agricultural equipment or for factories.
9.2
Education at all levels, be it academic, technical or vocational is key and may be this is the time for us to re-visit the policy so we can tailor it to the needs of our fresh initiatives. Any investment in education is bound to yield bounteous harvest years down the road. In the same manner, infrastructural developments must never be delayed as it forms the plank upon which business plans and economic growth projections must rest. The Chinese have done it, the Asians have done it, Brazilians have done it, and Africa must also do it. Unlike the West, Africa has not reached any saturation point in its economy and we must now innovate with the aim of keeping more of our people in employment and in doing so, reduce the poverty drastically. The easiest way to achieve this is to create the enabling environment for more people to get into small businesses of their own.

Nigeria should not be satisfied with the tag of a giant that is sleeping. It is high time the giant was woken up by the contagious gargantuan world economic tsunami.
Dr. G. A. T. Oboh
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