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DEVELOPING INFLATION - AND - DEPRECIATION-AD-
JUSTED MODELS FOR COST AND PRICE UPDATE OF
IN-COUNTRY MANUFACTURED PRODUCTS.

Ay
Ueorge U, Osnefiofor

ABSTRACT
The loeal eurrencyy the Naira has over the rars undergone massiva and steady deprecia-
tiom. The national eanamiy haas r-‘Jt',!‘'«l'!'l"lr‘l'lr-'lll'f‘l‘JI ‘!fﬂfl f??ﬁtﬁ"ﬂﬂ which ,f"""*”.’f"""i aver several fears.

Thesr twa ;-;mrmmmu which have simultansous oceurance hane a greal impact on the massive

ﬂfnmlg_,wr in the price lovals. Tf'lvrvfm this rIprt i'-‘f,l"’f!ﬂffﬂ thie dualheaded f"'ﬂi","’“ in addressis ta

the Jnmfapn;m( .;1{ an u&wfm.u].' model for cast and price r-rpr;dﬂf aimed al ensuring a }(‘1”-‘1'!
tevurle and realigtic measure q{ the n;mngm i preiee hevels.
The wain fmium c:f this model ave:

( .U ﬂnr c-qrm-vpl‘mif ;(mmwmr]u |'||.1"l.‘clf-|IfPtI’ {'ry Eronomiata “}lr-'lf h!w l."ﬂ!!i" 4’:]( ekl conafata ‘-"/
ton aspects mmmiry the internal and the external values.

12} The ratienal basis pmm}n’luiJ Ivy the ermw'n-"-;rm i!:f. the Naira in the Foraign F fl-“""-"".‘?"
Market, FNM and the inflation in the domestic eonomy, Thia va-inforces the )(‘”""‘"
f"‘f’fuw an the r}rpnlrrfdh':m in the FIiM rll'1-'l’?.t-'-'il'1'-"l the Iffl# in the E"“I"F*"; rah “l[ the
Naira, while the r'ﬂﬂni‘r'ﬂn in the domestic KOROY shows the dechine in the internal valve
af the Naira. In .-fumrfsspfug the dftqﬂ{.u'aic mc-rf;f, the concepe ﬂf eout, price and rr:m'fm;:l ame
»x,m’::fumf; the Japm:'iﬂﬁm'.r in the excha e tartes a nd the F"!ﬂ“f'."“ in the domestic pretchitl
ave reviewed; the m:lmngn rate index ia dl!ﬂ-‘f!!ﬂ'f}-' the prive indicea are ’"‘F’""‘”.“‘;f the
algebraic model ix devived and illuntrated: and refated isaues are discunsed, AN af these
are summarised and 'arrwmtm' an this pagsr will show

A iven. i}u ﬂllpﬁlldﬂl"ﬂ of fjw q'l{n;fr!!mr'c !Ht'!'rfll'-" an tha t'-‘-'!'ﬂ'?'-'ﬂ’ """l ’-f"*'\"‘""} values o ldleald

the test mmlf; are macs Eaa aftfu fime mimr [0 (;M Naira,

KEYWORDS; exchange-rate depreciation, domestic inﬂntion. ‘depreflation,’ exchange-
rate-index analysis, price-index emphasis, price-model derivation, inodel testing.,

INTRODUCTION

Since the inception of the Structural Adjustment Programtne, SAP in 1986, the mas-
sive depreciation of the Naita in the external sector of the national cconomy on the one
hand, and the high inflation in the domestic cconomy on the othet hand appear to be an
overt source of worry and fop priority concern to virtually every interest group in Nigeria;
the entreprencurs, the product innovators, the manufacturers, the bankers, the govern-
ment. the consumers, the workers, the professionals, the academics, and the micto-eco-
nomic watchdogs. This is because the Naira foreign exchange rate and the domestic infla-
tion rate represent critical measures of economic wellare for every Nigerian,

T'herefore the costs and prices of products and services are adversely affected by the
simuliancous depreciation and inflation phenomena in the national economy, If an acro-
nym be coined for this simultaneous phenomena it may be ealled PEPREFLATION (ie
depreciation plus inflation),
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However, this work is stimulated by two major factors, namely.

(1) The insight gained from the unstable cosis/prices of engincering prototypes devel-
oped by the author for the purpose of engineering and technology pedagogy in Uni-
versities and Polytechnics in Nigeria. One of the engincering prototypes developed
iz the Process-Heat-Transfer Apparatus presenied at the  third Africa-USA
internatioanal Conference on Manufacturing Technology held in Accra Ghang,
{Oguejiofor ¢t al, 1792 - 192).

(2} The expericnce borne out of the observation of some national cconomic indicators
like the price indices, the inflation rate and the foreign exchange rate, sl of which
appear to show massive and persistent decline s the years progressed

(3 The intellectual framework put forward by Economists that the value of money is
iwo dimensionsl - the inlernal and external values,

Thercfore, to address precisely the topic of this paper, from the standpnint of cosi
cngincering, the paper is broken up into the following objects. First, to briefly explain
goine bagic concepts of cost and price. Second, 1o examine the depreciation in hoth the
official and unofficial cxchange rates of the Naira under the on going SAP, 1986 - 1995,
with a view to developing a cost/price update model. Third, to examine the domestic price
indices from the inception of SAP in 1986 to 1995, with regard to developing a cost/price=
level adjustment model, Fourth, to review the relevant accounting framework for price-
leved changes, Fifth, to derive and illustrate the mathematical models that will incorporate
the simultaneous inflalion and depreciation adjustments, Finally, to make recominetida-
tions Tor application.

2. SOME BASIC CONCEPTS OF COST AND PRICE

2.1 CONCEPT QF COST

Cost menns different things to different people. To a buver of o product, the cosl is
moncy sacrifice such as cash or liability incurred for a commedity or service. To the pro-
ducer or seller of o comimodity, cost meins the product’s cost plus a profit margin. Toe
product's cost 15 the cost of services wtilised in forming the product. Example. dircet mate-
rial cost, DMC plus ditcet Iabour cost, DLC and  plus workshop overhead cost. WOXT
represent product cost. DLC and plus wortkshop overhead cost, WOUC represent product
gost, €. The mathematical cxpression for product cost or protolype cost may be:

Cr = LDMCAH 2 DLC+ I WOC A1)

A period cost is a cost that is largely identificd with time interval and not with goods
or services. Commercinl costs are perod costs which are mude up of distribution. market-
ing, administrative and  financial charges. The addition of commercial costs, TMC to
product cost, C gives total cost of product, C;

C, = IDMC+EDLC + & CMC A2)

2.2 CONCEPT OF PRICE

Although price like cost has shades of meanings, for this work however, price is cost
plus a markup on cost, A price is thus a factor that cosists of cost and profit componcns.
The components of a product price are diteet material cost, dirccl Inbour cost, workshop
overhend cost, commereial costs, and markup on cost. Mr' The product price, P, may be
mathematically expressed in he following from;

Po= EDMO+ LDLC ¢ 5 CMC + M" A3
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2.3 CONCEPT OF MARKUP

A markupis a profit margin often calculated as a pereentage of price instead of cost, It
is a simple matter to convert from one to the other by vsc of the following expressions
[Pappas, Brighan and Hirschey, 1983.406];

Markup on price . m Matkup on cogi

1 + Markup on cost ()
Markup an cost = Markup on pricc

1 - Markup on price i)

3. DEPRECIATION IN THE EXCHANGE RATES

tnder the Structural Adjustinent Programme, SAF, a market-driven exchange rate
policy wag put in place in 1985 to check the overvaluation of the loreign exchange rute and
the associated government subsidy,

The objectives were to liberalise the foreign exchange market so as to achieve a real-
istic naira exchange rate that would allocate resources more officiently, and would speeifi-
- eally encoutage non-oil exporl and capital inflow. The institutional arrangement for achicv-
ing those ohjectives came (o be known as the Foreign Exchange Market, FEM {Olisndebe,
[9496:33)

Table | shows the oflicial gxchange rate of the naira, while table 2 shows (he unoffi-
cial exchange mte called the parallel market rate. The introduction of the liberalised ex-
change rale in 1986 reswlied in the persistent depreciation of the Naira as the vears pro-
gressed {(iables | and 2), Example the average ofTicial exchange rate declined Mo 510 =
NORY2Z4 in 1YRS to $1.0 = N22.0054 in 1993 (Table 1), With the pegging of official
cxchange rate o $1.0 = N21 8861 [n 1994, the average official exchange rates for 1994
ard 1995 recorded $1.0 = N21,8861 (Table 1), Also, the exchanpesraie index and the
Naira purchasing power as shown in table | declined steadily from 1985 to 1993, alter
which the 194 aned 1995 valucs remaingd constant - o consceuence of the peging of the
ullicial exchange rate with effect from 1994 fiseal year. The rate of depreciation recorced
tassive devaluation of the Naira i 1987 with 182,95 percent deprecintion and in 1992
with 74 57 pereent depreciation (Table 1), The massive depreciation expetienced in 1987
wig ehuged by the povermnent's abolitton of dual exchange rates. Similarly, the stapgering
depreciation recorded in 1992 was a conscquence ol government's bid to eliminnie the
parailel market, As a result the exchange rate rose from N9.9095 1o N17,29%5 10 §1.0,

On the ather hand. the parametcrs analyzed in table 2 sugh as the parallel market rate.
the exchange rate index, and the Naira purchasing power showed similar falling (rends as
their coumerpatts in table 1. However, comparing the inagnitudes of the values of the
paramelers in both lables | and 2 showed that the values o table 2 were higher - an
indicavion thal the official Naira exchatge tate remained overvilued,

The parallel market rate is more aceessible to users of lorcign cxchange than the
allicind exchange e and so the parallel maket eate is a betler coprescailain e of he salivi-
tics in the pationa) cconomy. Therefore ditn shown in fuble 2 and pmiticularly the ex-
chinge-rnic index, ERT is a preferable variable Jor application in the cost/price wpdate
mixelel eevisajesd,

£jearge O, Dﬂ"l’!fﬁﬂf . ' 11



TABLE 1: Analysia of the Official Rate of the Naira under the ongoing Struntural
Adjustment Programme (SAP) 1986-1995.

YEAR Average Oilioin! Exchange Rnte Purchasing Annunl Rate of
Fxuhange. Rnate Index, BRI | Fower af Hoire Deprecintion (%)

{M/%)
198D {.5469 nn n.a n.a
1941 0.6048 n.a n.a n.n
1982 0.6731 n.A n.a n.A
1581 0.723% n.a n.a n.n
1984 0,7642 n.n .6 nA
1983 0.8924 100.0 1.00G0 -
1986 1.2713 142.5 07018 d2.46
1987 3.5971 AQ3.2 0,480 |R2.G5
1988 d. 5063 5051 G.1980 2528
19589 7.3855 B27.8 01208 631,89
1990 749422 R90.2 0.1123 7.54
o 1991 0.0095 1110.7 0,0900 24.717
1992 17 2985 193R.9 00516 74,57
1993 22,0654 24732 0.0404 27.56
1994 21 8861 24831 0.0408 £ B1
1995 21 8861 2453.1 0.0408 0.0

Source: Analyzed from the Central Bank of Nigeria {CBN) Data

TABLE 2:  Analysts of the FFarallel Murket Rate of the Naira undet the angoing SAF 1985 1995

YEAR. Average Poraliel Exchonige Rate | MNaire Purchasing Annual Kite of
Market Rate Tnvdex. ERI Power Depreciation (%)
(N/%)
1980 ). 900k na na n.a
1981 0.%259 1.0 n.a nae
1982 1.1364 A DR f.a
1983 18182 na 5.8 ne
1984 32500 fn.a n.a n.a
L9R% 3, 7900 1000 1.0000 -
1986 41700 110.0 0,20 10.03
1987 55500 1464 0.6831 33.09
1988 60500 159.6 0.6260 o 01
] NR9 10,5300 21T R 0,3600 74 015
1994 2.6067 253 4 03946 K77
1991 134254 3541 0.2824 39,75
19%2 20,3396 LELR 0.1 64 £1.50
1993 30,1527 9536 0.1049 71758
1994 60,7608 16027 0.0624 nan?
1995 R3.GT56 22071 10453 37.71_'

Sowrce: (i) Average Parallel Market Ratg (N/8) 1980 - 12
(i) Average Parallel Market Rate (N/F), 1988 - ]
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CBN,

§7, First Bank of Nigeria, FBN.
995, Central Bank of Migeria.
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(i) nher parameiers analyzed from CAN and FBN Data,
4, INFLATION IN THE DOMESTIC ECONOMY

Table ¥ shows the comparative annlvsis of domestic price indices 19806 - 1995 for:
ta)  all items yrhan consumer price index. UCPt
(b)Y ulliterus rural conswner price index, RCPI
(€ pllitlems retail price index, RPI
{dy  all items composite consumer price indes, (Pl

The figures for the UCPT. RCPL RP and CPI indicated persistent tising trends which
were demonstrative of steady inflationary trends and the associated loss in the Naira por-
ehasing power in the domestic cconomyy. Exomple, data from table 1 showed that the
averape all-iteins contposite Concumer Price Index, CPLin 1995 stood ai 20404 (1985 =
100), This implied an inflation ratc of 72.8 pereent (2040.4 - 1180.7 x 100%) convparcd

1186,7 '
with 37 peraent in 1994,
+The increase in the prices of petroleum products by the government in 1994 was
largely responsible for high inNation rate recorded in 1994 and 1995 (table 3}, Thus the
domestic price index is o parameter to be uged in the cost/price adjustmem model envis-
aped,

Tuble 3: Camparative Analysis of Domestic Price Indices nnder the ongoing SAF 1906 - 1998

Yuar fIrbnn Rurnl Retwils Price Compaosite Anninal pete

ConEuter Conuumer Tndicen of Consumer uf Inlnijnn

'rive Tndex, Mive lndex, #eloeier Prive Index (%)

UG (Al e (Al vonsuner CPI (Al

items) ey ilems in Lopog | items)

Aron, RIYL (Al

o [ ema)
[ (i nn 141y {y 1nin LD
et 111 Y 7 1118 1051 51
o 1178 RN 1222 1161 fiy
L 176 4 1R2.2 1640 1812 iy 2
111Kt . a7z 2733 A8H N 2727 A
futny 2010 2434 2RA A 2032 7.4
1t 457 3283 38y 33049 1.0
1992 B R 4714 5131 4784 446
tuni K| 36,7 R54 40 7519 57.2
1494 1317 1154.2 12226 11807 7.1
|99 21344 20220 172540 20404 T2 8

Sources: Complied frony:

lics

Ejnavge C, Gﬂnt’fﬂt‘ﬂ!‘

(i) Central Bank of Nigeria, CBN Statisticat Bulletin,

{ii) Federal Office of Statistics. FOS Anuual Abstrret of Statis-
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5. EXCHANGE RATE INFEX AND PRICE INDICES

Because foreign exchange tates and domestic prices may change considerably ovet
timc duc to changes in cconomic conditions, some homegrawn miciliod ol adjusting for the
time valie of money must be developed for updating cost/price data npplicable st pasi
dale 1o coste/prices that are representative of conditions al the present time, This can be
done by tlic use of Toreign exchange-rale index {(lables | nnd 2) uid dotnestic priee indices
{tnblc 3),

5.1 Forcign Fxchanpc Raic Index

Tables 1 and 2 show the exchange-tale index, LRI analvsed from the forcign-cx-
change-rate data, The ERL measured the changes in the external value of the Naira over
the specilied time frame relative (o the 1985 base vear ({985 = 100),

5.2 Domestic Price Indices

The varieties ol locally available price indices (UCPL RCPL RPY and Pl com-
piled from ihe CBN and the FOS shown in table 3 were measurcs of the changes in HIC‘
internal value of the Naira over the vears on the basis of 1985 = HX).

Cim the basis of the forepone discussion. it is clearly evident that the hational ceanomy
is hedeviled by the simulianeons oceurrence of exchange rate inflation on the external
section of the national economy on one hand and domestic price inflation on the internal
secior of the cconomy on the other liand,

Thetelore any altemipt W develop a simple mcthod (or o faitly accurate adjustment or
updating of costs and prices must take account of these two fctors - the exchange-rate
index and the price index,

6. DERIVING THE SIMPLE ALGEBRAIC MODEL FOR PRICE UFDATFE.

6.1 Re-inforcement Franework

The International Accounting Standards Commiilee, TASC recopnises the historical
enst. current cost, realisable value and present value measurement bases for accounting for
changes in price-levels, In this conneclion however, the relevant International Accounting,
Standards. 1ASs that provide insights and recognition into cost and price updine are’

TAS 15 Information Relecting the EfTects of Changing Prices (Eflective | lanuary 1983)

1AS 21 ‘The Iiffeats of Changes in Foreign Lixchange Rates (Revised 1993, effective )
Inmaary 1995

1A5 29 Financial Reporting in Hyperinflationary Fconomies (Ellcctive I lmwmary 194

The msights gained Irom these bodies of international standards re-inforeed the cariler

Framppawork dizscussed in the [oregone seetions of 1his paper,

6.2 Alpebheaie Mlel Devivation

IT thez cost il some time in the past is knewn, the equivalent cost al the presem ine
aan be determinged by multiplving the historical cost (original cost) by the ratio ol {he
present index value to the index value applicable when the original cost was obuined
[Feters and Timmerhaus, 1981 ;0 160| The following cxpression represents this definition;
Prosent ¢ost = otiginal cost {mdex valug at present time)

{ index vidue ol time original cost was obtatned)
{Peters aned Timmerhaws, 1981 160]

Hf] . ﬁqdrﬂq C, Uﬂﬂlﬂq‘ﬂ



Representing this expression with symbols for the domestic price index nsing the
composite comsumer price index, CPI the current cost €, hecomes,
C,om O X (P,

T {6
where!
(€ P‘I)-i . .
(CPI), = domastic cost escalation fctor, F,
1P, = curreni consumer price index
(crh, = original consumer price index associated with the original cost,
L = original or historical cost

Also. the cutrent price. P, becomes:

B, = P x(CPD A7
D,

Moreso. the other domesltic price indices such as RPL UCP! and RCPI may be put in the
places of (e, and (CPI), 10 obiain any other formulac desired.

In-a manner similar to the usc of domestic price index, the preseit foreign exchange
cosl, C, and the present furcign exchange price, P, may be obtained ar follows:

C, = €, x (ER]), (8
1 R
(ERI),
and
P, = Px (BRI, .(9)
(ERT),
whete:
(Lneh, - forcign exchange rate cscalanon factor, F,
(FRTY
(LRI, n Presont exchange rule indgx
(ERT)” e original exchange rate index associated with the original cost.

According to Economists. the value of money is of two types:

(1) The internal value of money refering to the purchasing power of money over domes-
lic goods and services, and

(2)  The exiernal value of money which refers 1o the purchasing powet of money over
foreign goods and services.

Wilth regard to the above definitions, cquations 6 and 7 arc algebraic formulag repre-
senting the current internal value of the Naira, while equations & and Y are algebraic
representutions of the current externul value of the Naira, By exploiting the Economists'
proposition about the value of moncy equation 6 and 8 are contbined to obtain the simul-
tancous (nflation-and - depreciation-adjusted cost model as shown below:

Jeargs C, ngifldﬁnr . R



C, =C (CPD, C (ERD, (10)
N, + @,

c, - [(CPD (ERI), A1)
¢, [CFD, + ERD, ]

Also, by pairing cquation 7 and 9 together the simultaneous inflation-and-deprecia-
tion-adjusted price model is arrived at;

P, P (CPh, P, (ERI), (12)

cp1), +

1
CF1) (ERI) -(13)
e foro + 0]

It is important to recall the difference between cost and discussed in scction 2. Price is
cost plus markup on cost. By recalling equations 2 and 3 from sections 2.1 and 2.2 respec-
tively, the concepts of cost and price from the standpoint of a producer or manufacturer
may be highlighted

P,

C, = EIDMC + IDLC + EWOC + ZCMC
P, = ZIDMC + IDLC+ IWOC + LCMC +Mp
Markup on price = Markup on cost
1 + Marlup on cost

Makup or profit margin is often expréssed as a percentage.
C, and P, shown above can be substituted into cquations 11 and 13, however for simplicity
this paper would not underiake it.
Recalling that F, = (CPI),and F, = (ERI)2
{CF, (ERDI
and putting them into equation 11 and 13, the following simplified models arc obtained:

C,=Cl(F, +F ) L(13)
and
P= Pl (F, + F) (%

7. TLLUSTRATIVE EXAMFLE

Owing to the SAP constraints resulting in the unaffordability of equipment for peda-
gogy in engineering and technology in the tertiary educational institutions in the country,
the Process-Heat-Transfer Apparatus was developed. At the time of commissioning in
1990, the total cost of this prototype teaching apparatus was N19,403,10 (US $2.020.00).
and the price on a 50 percent markup on total cost was N29,107.65 (US § 3030,00). Given
the prevailing ; aacro economic conditions, it is required to produce price and cost adjust-
ments from 1991 to 1995,

Rasis of the cost and price update calculations
(1) ERI data taken from tabic 2

82 Gaorge . Ognajiafer



ERI value for 1990 = (ERI), = 253.4
ERI value for 1991 = (ERD), = 354.1

{2y CPI data taken from fable 3
CP1 value for 1990 = (CPI), =293.2
CP, value for 1991 = (CPI), = 330.9

(3} Values taken from the illustrative example

Qriginal cost (historical cost) = C, = N19,405,10 ($2020.00)
Original price (historical price) = P, = N29,107.65 ($3030.00)

C, = FL), +(ERL), 130,9 354,
€ (CPD, (ERI) |]*= 1940510 | 2932+ 2534 | = N49,017.28

P= [(CPD, +(ERD, 1309 354.1
P, L(CPD, (ERY), |+ 29,10765 [293.2 + 2534 | = N7352592

The chans;asl'in the levels of the costs and prices of the home-developed protolype are
arranged below.

Tuble 4: Process-Heat-Transfer Apparatuy
Cost And Price Updata 1990-1995

Year UPDATED COST UPDATED PRICE ~__|
Migarian Nadia (3) LS Dollar($) Nigerinn_Maita(N)

1990 19.405 10 2,020,00 29,107.68

1991 49,017.28 5,102.52 73,515.92

1992 72,749.72 7.572.9% 109,124.58

1993 122.798.47 12,782.56 184,193.21

14494 200,881.60 20.911.04 301,322.39

1995 304.05%.51 31.651.38 456,087,77

Giiven the emphasis of the model on the changes in the external and internal value of
money, the resulis of the illustrative example shown in table 4 suggested responsivity o
inflationary pressures which prevailed in both the domestic and external sectors of the
national economy, Therefore the costs and prices in 1able 4 measured potentially the time
value of the Nuira at the corresponding vears and these values show signs of consistence
with ihe skyrocketting prices of goods in the domestic economy,

8. DISCUSSION
The Structural Adjustment Programme, SAP put in place 1o cure the nation's ¢co-
nomic ailtment has so far achieved mixed resylts - disappointing and fair results.

Disappointing resulty

The price indices and the exchange rate index derived from the economy in which the
SAP opcrates experienced steady and drastic annual increases in costs and prices for the
period studied, 1986 - 1995 (table 4). The massive depreciation of the local currency the
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Naira (tables 1 and 2 }, the high inflation rate (table 3) and the percnnial rising costs and
prices (table 4) produced widespread poverty, Example, the impact of the steady loss in the
Naira purchasing power were:

(1)  Steady and drastic decline in the disposable incomes be it corporate, individual or
government.

(2)  Steady reduction of the market sizes for most businesses with its associated lay-off of
emplovees.

(3) Liquidation and winding up of some business enterprises with its subscquent job
losses. With regard to these, industrial relations worsened as workers agitaied for
improved conditions of services so as to contain the havoe and hardship inflicted by
SAP. For instance, in 1993, a total of 196 trade disputes were declared, out of which
124 reeulted in strikes invelving 1,546,328 workers and giving rise to the loss of
233,069,010 man-~days (table 5). These strikes involved workers in the educalional
and health sub-sectors.

Table 5: Industrial Relations

Descriph 1991 1992 1993 1994 1995
mrg‘if;m 198 183 T€0 178 196
Wark Stoppages 98 92 90 103 124
Workers [nvolved] 403412 127,346 B80,244 1.537 820 1,546,328
Man-days Lost | 1,957,074 396,619 6,192,167 | 234,299,461 | 235,069,010

Source: Central Bank of Nigeria, CBN Anrual Report and Satement of Accounts, Decem-
ber 31, 1995,

Fair results: On the other hand, SAP stimulated the struggles for and pursuit of techno-
logical self-reliance. The widespread hardship and havoc wrecked by SAP which made
imported goods unaffordable and at most times unavailable stimulated the struggles for
survival thus giving rise to:

(1) self-reliance innovations

(2) homegrown creative ingenuity

(3) local sourcing of taw matcrialy

(4) local substitution of foreign components of imported equipment.

This paper is part of the pursuit of self-relianc: Jnitiative aimed at developing the
homegrown model for cost/price update of in-house teaching apparati developed by the
author and his students.

However, the homegrown research and development have their obvious limitations -
scarcity of funds and lack of sponsorship,

9. CONCLUSION
The model development is sutable for the nation's depressed economy in that:
(1) It has potential to determine the time value of money as the illustration problem
showed.

(2) It fairly proved the validity of the Economists' assertion which was exploited in
developing the model that emphasised the following variables;
(a}  that the change in the exchange-rate index meant the change in the exiernal
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value of the Naira, and,
{b) that the change in the domestic price indices implied the change in the inter-
nal value of the Naira,

The model will be a wseful and appplicable tool for cost/price update in cconomics
experiencing exchange-rate depreciation and domestic inflaton. Also, the model will be
suitable for economics where the IMF induced economic restructuring programme, called
the SAF

The model will ensure a fairly accurate and realistic cost and price update for any
fhrm of manufacturing and business transaction requiring foreign input.
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ACRONYMS
CPI - Congumer price index
(CPL), = Original consumer price index associated with the original cost

i

(CPI), Present consumer price index
Depreflation = Depreciation plus inflation

{ERI), = Original exchange rate index associated with the original cost
(ERI), = Current exchange-rate index

FEM = Foreign exchange market

RCFI = Rural consumer price index

RPI = Retail price index

SAP = Structural adjusiment programme

UCFI = Urban consymer price index
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