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ABSTRACT

The adequacy of Compensation payable for Properties acquired by government for overriding public interest is a subject of contention in many circles, particularly among the affected parties and in developing countries. This paper examined the valuation of traditional buildings for payment of compensation in selected rural areas in Niger State. It carefully examined the type of structures in the study area, the procedure and methodology of assessment to establish the adequacy of compensation payable, and the challenges in valuing these class of properties. Particular emphasis is placed on the uniqueness of the valuation of this class of properties. Principal data were derived from, physical inspections and field surveys, and interviews conducted with the affected property owners and participating estate surveyors. Among other discoveries, it was discovered that the compensation payable so far are inadequate and no plan to resettle the claims being farmers as the amount payable cannot purchase another similar land for their habitation and economic activities. It is therefore paramount that valuation for compensation be properly carried out such that it reflects the value under the circumstance to the person forced to sale.
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1.0
INTRODUCTION

Improved infrastructure is a key factor in economic growth and development and a fundamental prerequisite for these is the availability and provision of land. In Nigeria, when the needed land exists in private domains, the Land Use Act (1978) provides for the compulsory acquisition of such land and subsequent payment of compensation.  The need for the provision of roads, housing schemes, schools, hospitals, dams, airports, markets, and other basic infrastructure for public benefit have over the years necessitated public lands acquisition. This implies that some landowners have to be dispossessed of their land holdings for the good of the society at large. However, the adequacy of compensation payable for properties acquired by government for overriding public interest is a subject of contention in many circles, particularly among the affected parties and in developing countries. Empirical studies and existing literature reveal that compensation payable are in most cases inadequate, with no plan to resettle the claims being farmers, as the amount payable cannot purchase another similar land for their habitation and economic activities. In Nigeria, the acquisition process, methods of valuation and subsequent compensation is statutory and is governed by the provisions of the Land Use Act which dictates the basis and method of valuation. According to the Act, while all unexhausted improvements are being compensated for, only the ground rent paid for affected land in the year of acquisition (if any) is taken into consideration. 
This paper intends to examine the valuation of traditional buildings for compensation in selected rural areas  in Niger State. It carefully examines the procedure and methodology of assessment for structures in these areas to establish the adequacy of compensation payable. Particular emphasis is placed on the uniqueness of the valuation of this class of properties. 
2.0
STATEMENT OF PROBLEM

The fairness and adequacy of compensation paid on estates in developing countries is usually characterized with challenges of transparency and procedural dissatisfaction. The Land Use Act, which provides a legal framework for the acquisition and compensation process in Nigeria did not only give guidelines for compulsory acquisition but also failed to provide for fair, transparent and adequate compensation to the affected land owners by the acquiring Authorities. Due to the peculiar nature of traditional buildings, affected owners in the study area and its environs have expressed bitterness over the inadequacy of compensation received from previous acquisition exercises. These in many cases have put the claimants in a rather worse position than they were prior to the acquisition. Computing values for compensation based on the provisions of the land use act out rightly excludes the market value of land except the ground rent paid for the affected land in the year of acquisition (if any), a lot of estimates and assumptions are made,  and no allowance is made for liabilities on taxation, legal or other costs which may arise in the event of clearing whether actual or notional. 
There have been agitations in recent years for amendments of compensation laws in Nigeria as they are far from being satisfactory to the affected parties. These agitations have called  for a review of compensation rates for both land and unexhausted improvements, such that compensation payable is in tune with the economic realities of present times. Essentially, the need for more land by government for social development forms the basis for compulsory acquisition which could however lead to social chaos without adequate legal framework that is sustainable. 
3.0
STUDY AREA

Tusha village is chosen for the study because it depicts the picture of a typical village in Northern Nigeria. It is located near Maikunkele, adjacent the Minna International Airport in Bosso Local Government Area of Niger State. The area is assessable through the Rafin Yashin Junction along the Minna – Zungeru express road, and also through the service road of the Minna International Airport. It is predominantly occupied by Gwari natives and scores of Fulani herdsmen. It covers a land area of about 1,020 hectares (area set aside for acquisition). Developments within the area comprises mainly traditional buildings of various sizes used as residential abode for the natives, and as storage barns for agricultural produce. The predominant occupation of the people is farming and live stock rearing. Major crops grown in the area include Yam, Maize, Millet, Beans, sorghum, rice and tomatoes. There are also large numbers of Mango and Cashew trees, locust beans, shea butter, baobab, teak, and other economic trees  in the village.

4.0
AIM AND OBJECTIVES

The aim of this paper is to examine the professional valuation of traditional buildings for compensation in selected rural areas in Niger State; While the objectives that have been formulated to achieve this aim are: 
i.
To examine the type of properties valued in the Tusha acquisition exercise.

ii.
To examine the process and the technique or method adopted in the valuation of 
this class of properties.

iii.
To examine the challenges of valuing traditional buildings to establish the 
adequacy of compensation payable.

5.0
REVIEW OF LITERATURE

5.1
Principles of Compensation:

Compulsory acquisition and compensation generally involves interference by the government or its agencies in property owners' proprietary rights. Ideally, the cash provision of a property owner as measured by the value of his property before and after the acquisition must remain intact. Olusegun (2003), explained two basic principles of compensation, the first being that compensation should be adequate and fair. Compensation is a recompense for loss and must approximate as far as possible, the money value unto which the owner might have converted his property, had the law not deprived him of it (Olusegun, 2003). In essence, compensation should restore the individual to a state where he is neither better nor worse off at the end of the revocation exercise. The second principle is that the assessment must be on the basis of the market value of the property. This implies that the revenue qualities of the subject property under present conditions must be taken into consideration, as this will be of importance in determining the price a willing purchaser is likely to pay.
Per Scott (1941) emphasized that an owner compelled to sell his property through compulsory acquisition has the right to receive a money payment not less than or greater than the loss imposed on him in the public interest. Green (2005) argued that when land is taken compulsorily for a purpose, there should be prompt and adequate payment of compensation that will better the lots of the claimants in order to enhance their livelihood and contributions to the economic and social activities of their societies. 
5.2
Valuation of Land and Building for payment of Compensation as provided in Nigerian Land Laws.

Prior to the promulgation of the land use Act, there had been several statutes guiding compulsory acquisition of land in Nigeria. There statutes all outlined various of ways of computing property values for payment of compensation. Prominent statutes and their respective provisions for compensation as enumerated by Olusegun (2003) are discussed as follows:

i.
Public Lands Acquisition Act of 1917:

The Public Lands Acquisition Act (Now CAP 167 of 1958) formed the basis of public land acquisition in Nigeria. Of prime importance to this paper is section 15 of the Act which describes the principles of assessment of compensation as follows:

· No allowance shall be made on compulsory acquisition.

· Value of land shall be taken to be the same value it will command in the open market.

· The court will consider any enhancement of the value of the residue by reason of  proximity to any improvement or works made by the government.

· The court shall also consider any damage to be suffered by the owner by reason of the severance of the land from others or other injurious circumstances affecting such other lands by such acquisition. 

According to the Act, compensation on acquisition shall be based on open market value of the property as at the date of acquisition. The method of valuation is optional, i.e., as the valuer may deem fit. For example a free hold interest could be valued thus:
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Net Income
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  xx



Capital Value



xxx
ii.
State Lands (Compensation) Decree No 38 of 1968:

The State Lands Decree was a military decree that set out the basis of assessment for resumed state land. It dealt mainly with compensation payable under section 24 of the public lands acquisition act which deals with state land sold or leased under that act, resumed by the state for public purposes. According to the decree, any compensation payable shall be as follows:

· Land resumed => for an amount equal to total rent paid for the expired term, together with interest at the bank rate.

· Building, structure or installations on such land =>  for an amount equal to the depreciated replacement cost together with interest at the bank rate.

· Crops on the land => for an amount equal to fair market value as determined by the federal ministry of works and housing.

As opposed to the public lands acquisition Act, which employed the investment method of valuation in determining compensation payable, the state lands (compensation) Decree employed the depreciated replacement cost with interest at bank rate in the assessment of structures and buildings for compensation payable. Also, the decree attached value to the expired term at the expense of the unexpired term.
The state lands (compensation) decree, 1968 has since been repealed by the public lands acquisition (Misellaneous Provisions) Decree 1976.

iii.
Public Land Acquisition (Misellaneous Provisions) Decree 33 of 1976:

This Decree outlined maximum compensation payable in respect of land in each zone (excluding compensation payable in respect of building or structure thereon). In respect of building or structures on land, assessment shall be limited to the current replacement cost of the building or structure. The basis of valuation is the depreciated replacement cost, and the method of valuation is the contractor's method.

Compensation under this decree was computed as follows:


Cost of construction






xxx


Less depreciation @ n %
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Depreciated Replacement Cost            
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Add land value (as fixed by the government)


  xx


Compensation Payable





xxx

5.3
Compensation provisions of the Land Use Act.
The Land Use Act 1978  vested all land in the territory of each state of the federation in the governor of the state which shall be held in trust and administered for the use and common benefit of all Nigerians. It is however, unfortunate that the government sometimes acquire land compulsory with little or no compensation paid to the original land owners as the Act does not spell out clearly how compensation for the acquisition of property should be assessed (Olusegun, 2003).

Provision is made in the land use Act, for the establishment in each state of a land use and allocation committee  with advisory functions and power to determine disputes as to the amount of compensation payable for improvements upon revocation of certificates of occupancy. Section 6(5) of the act provides that on revocation of a right of occupancy, the holder is entitled to compensation for the value of his unexhausted improvement.

The Act provides that compensation payable for land be calculated based on an amount equal to the rent (if any) paid by the occupier during the year in which the right of occupancy was revoked. For buildings, installations, or other improvements on the land aside crops, compensation payable is an amount equal to the depreciated cost determined on the basis of the method of assessment prescribed by the appropriate officer and satisfactorily substantiated costs of reclamation works; While for crops, compensation payable is simply an amount equal to the value as prescribed and determined by the appropriate officer. This implies that where acquired land is not leased at the time of acquisition, the owner gets nothing as compensation for the bare land. Similarly, where buildings and/or structures are being valued for payment of compensation, the compensation payable is arrived at using the contractor’s method of valuation, as the basis of such valuation is the depreciated replacement cost and is calculated as follows:
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xx

Cost of  Replacement of building                 
xxx

Less depreciation at i %



xx

Total Replacement Cost



xxx

Add ground rent




xxx

Compensation Payable



xxx
5.4
Review of past related works on the Valuation of Land and Building for Compensation in Nigeria.
Olusegun (2003), criticized the depreciated replacement cost of valuation provided for in the land use act for the valuation of buildings and structures when computing compensation payable for land compulsory acquired for overriding public interest as this does not make for fair compensation. He argued that the depreciated replacement cost cannot possibly replace the building currently on the acquired land. He further stressed that with the present provisions of the land use act, where a huge amount has been used to procure land, design the building for planning approval and a revocation notice is issued prior to the actual erection of structure, the owner of the land goes away empty handed which is very unfair. He suggested that land to be acquired should be valued on the basis of open market value and compensation paid accordingly.

As observed by Kakulu (2007), the valuation process in compulsory acquisition of land for the development of oil and gas in the Niger Delta region of Nigeria is crises prone, as the method of assessment and the subsequent payment of inadequate compensation to dispossessed land owners is believed to contribute to the current crises in the region.

According to Eleh (2009), the present practice of assessing compensation payable on land limits the compensation payable to the ground rent paid during the year of revocation as against the open market value. He described this process as not conforming to the doctrine of “adequate compensation” provided for in the Nigerian constitution. He further criticized it for not recognizing the interest of third parties in government allocated land.

Nuhu (2009), described the aim of compensation as being defeated, as the statutory method of valuation provided by the Land Use Act has left claimants whose interest have been revoked in a position far worse than they were before the revocation. He emphasized that compensation should reflect the value under the circumstance to the person forced to sell and this value must include damage for loss of business, loss of good will and reduction in profit among others.

6.0
METHODOLOGY

Principal data were derived from observations made and interviews conducted with affected land owner during physical inspection and survey of the area. This involved a reconnaissance survey which was followed by series of subsequent visits to make observations and conduct interviews with the affected owners. A total of one hundred and twenty (120) structures covering those within the area marked for acquisition were inspected and records taken for valuation. Detailed data on building types, materials used for construction, vivid description of properties, accommodation and construction details, as well as their external measurements expressed in square meters were obtained. The Depreciated cost method was used to value the subject properties which implied determining the cost of constructing similar substitute structures having the same or equivalent utility and adjusting for depreciation to reflect the present state of the structure/building.

Interviews were also conducted with all the eight (8) estate surveyors that participated in the valuation exercise. The interviews centered on the challenges faced during the valuation exercise, while their opinions were further sort on the appropriateness of the valuation technique used. The study adopted an analytical frame work which employed descriptive statistics to analyze the stated objectives. Frequency counters converted into percentages and ranking were used to analyze aspects of the research work and are shown in form of tables and pictures. Secondary data were further derived from journals on acquisition and compensation, and supplemented by textbooks, seminar papers and other relevant literature. 
7.0
FINDINNGS AND RESULTS

7.1
Type of Structures Valued
Structures assessed in the entire village were of traditional type. These structures which are of various sizes are either used as residential abode or as storage barns for farm produce.
Table 1. The use to which assessed structures are being put. 

	Use of structures  
	Frequency
	Percentage (%)

	Residential houses
	88
	73%

	Storage barns
	32
	27%

	Total
	120
	100%



Source: Field survey, 2010
Table 1 shows the uses to which the assessed structures are being put. Of all the structures affected by the exercise, 73% comprises of residential houses, while storage barns for farm produce make up the remaining 27%.
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Residential houses in the study area


Residential houses in the study area (2) 

Source: Field survey, 2010



Source: Field survey, 2010
Plate 3
 


Storage barns/silos
Source: Field survey, 2010
These structures were however classified into five (5) different types based on building material components and method of construction as follows:
Category A  = Sandcrete block walls, cement screed floors and corrugated iron sheet roof.

Category B  = Mud walls and floors plastered with cement, and corrugated iron sheet roof.

Category C  = Mud walls, mud floor, corrugated iron sheet roof.

Category D  = Mud walls and floors, with thatched roof.

Category E  = Storage barns (mud walls and floors, thatched roofs) 
Table 2: Types of structures valued
	Type of Structure
	Number of structures
	Percentage (%)

	Category A
	7
	6 %

	Category B
	9
	7 %

	Category C
	30
	25 %

	Category D
	

42
	35 %

	Category E
	32
	27 %

	Total
	120
	100 %


Source: Field survey (2010)
Table 2 shows the types of houses valued.  Based on the classification given above, category A make up 6% of structures, category B make up 7% of structures, while category C make up 25% of the structures. 35% and 27% of structures valued are in categories D and E respectively.  
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Sample of structures in category A
   
        Sample of structures in category B

Source: Field survey, 2010 


        Source: Field survey, 2010
Plate 6 
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Sample of structures in category C

        Sample of houses in Category D
Source: Field survey, 2010


        Source: Field survey, 2010
Plate 8


Sample of structures in category E
Source: Field survey, 2010

Residential houses were built with mud blocks and in few cases, sandcrete blocks. Some had wooden doors and windows, others had doors and windows made of corrugated iron sheet. Similarly, floors were either mud floors or cement screed. A larger number of roofs were thatched, while some were made of corrugated iron sheet clad to wooden framework. All storage barns were rhombus in shape, constructed with mud/clay and had thatched roofs.

7.2
Process of Valuation:

In compliance with the statutory provisions of the Land Use Act as stipulated in sections 29 (1) and (4) of the act, the Depreciated Replacement Cost (DRC) was adopted as the basis of valuation. This implied determining the cost of constructing similar substitute structures having the same or equivalent utility and adjusting for depreciation to reflect the present state of the structure/building.

7.2.1
Determining cost of construction:

Due to the nature and type of the buildings in the area, construction costs per meter square were not readily available, thus direct building costs were computed. Market values of building materials were obtained, while labour costs were arrived at through interaction with the villagers. Though in many cases, labour for construction were being paid for in kind (that is, through communal / cooperative efforts, while the owner feeds the builders on a daily basis). In such cases, the monetary equivalent of feeding the number of builders who carry out a building project was estimated accordingly and compared to amount paid to labour for such work in such an environment.
Table 3: Cost of Building Materials
	Building material
	Cost per unit in Naira (N)    

	Sandcrete block 
	N      /block

	Cement
	N      /bag

	Corrugated iron sheet
	N      /sheet

	Mud blocks
	N      /block

	Thatched roof material
	N      /per bundle


Source: Field survey, 2010
Table 3 documents the costs of building materials used for construction in the study area. It shows that sandcrete blocks cost N      /block, cement costs N      /bag, corrugated iron sheet costs N      /sheet, mud blocks cost block N      /block, while thatched roof material costs N      /per bundle.  
     Table 4: Estimated labour costs per M2
	Structure type
	Cost per M2 in (N)

	Category A
	

	Category B
	

	Category C
	

	Category D
	

	Category E
	 


       Source: Field survey, 2010
The summation of the total costs of building materials (for a structure in each category) and the labour cost of putting up such structure resulted in the total construction costs. These were then divided by the respective superficial floor areas of buildings (in each category)  to arrive at the cost per m2 of putting up such buildings. With these computed rates per m2, costs of construction of all structures in the study area were determined accordingly.
     Table 5. Total cost of construction per M2
	Structure type
	Cost per M2 in (N)

	Category A
	

	Category B
	

	Category C
	

	Category D
	

	Category E
	 


      Source: Field survey, 2010
7.2.2
Depreciation:

Suitable rates for depreciation were arrived at after careful examination of the subject properties. Determining depreciation figures were at the discretion of participating estate surveyors based on expert knowledge, experience and professional competence. Depending on the age of the buildings, building materials used, as well as the quality of finishes, higher depreciation were adopted for old houses and lower depreciation for new houses.

7.3
Technique/ Method of Valuation
The Depreciated Replacement Cost (DRC) method was used to value the subject properties. This entailed deducting depreciation figures from the total costs of construction to arrive at the compensation due.
7.4
Challenges in Valuing Traditional Buildings

Responses of participating surveyors on the major challenges in valuing traditional buildings were obtained and ranked in order of difficulty as follows:
          Table 6: Ranking of the challenges of valuing the subject properties
	Challenge
	Ranking

	Estimating depreciation

Determining construction costs

	1st
2nd

	Arriving at realistic opinion of values
	3rd


         Source: Field survey, 2010

Table 6 shows that estimating depreciation costs are more challenging to estate surveyors, while determining construction costs, and arriving at realistic opinion of values were ranked 2nd and 3rd respectively.  
7.5
Strategies employed to address problems encountered.

A number of strategies were employed  to address the problems encountered to ensure the success of the exercise. Among these are:

i.
The natives were persuaded to release their lands while promising that they will be 
provided with basic social amenities such as portable water, electricity, good roads and 
health centers among others.

ii.
They were also promised youth employment in the proposed facility based on their 
professional competence and know how.


iii.
A careful examination of structures was done to access the level of obsolescence, and 
determine depreciation rates accordingly.

iv.
Costs of construction were arrived at by obtaining market values of building materials and labour costs. Labour costs were obtained through interaction with the villagers and applied in the computation of values.

v.
It was also ensured that ownership of land and unexhausted improvements were 
testified to by the village head and community leaders to prevent counter claims 
or 
wrongful claims.

8.0
RECOMMENDATIONS:

Based on the above findings, it is recommended that:

i.
The Land Use Act should be amended to provide for an alternative method of 
valuation for compensation that will ensure fair and adequate compensation. 
Preferably, Compensation payable should be calculated based on market 
value in 
addition to compatible resettlement scheme. 

ii.
Land values should be included in the computation of compensation payable.
iii.
Portable water, electricity, health care centers, good roads, and other such promises 
made to the villagers by the acquiring authorities should be provided in resettlement 
area. 
9.0
CONCLUSION
This paper carefully appraised the assessment valuation of traditional buildings for payment of compensation in selected rural areas in Niger State. It examined building structures in Tusha village and its environs and further explained the valuation process adopted. It is therefore paramount that valuation for compensation be properly carried out such that it reflects the value under the circumstance to the person forced to sale. This paper will further serve as a guide to estate surveyors and valuers faced with the issues of valuation of traditional buildings for compensation. It exposes the short comings of compensation provisions in the Land Use Act, while further recommending contemporary approach to guarantee fair and adequate compensation to the affected parties. It will also serve as a guide to land policy makers and the government contemplating amendment of the Land Use Act. 
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