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Abstract: This research investigated the causes of depreciation in process plants in the brewery industry from 

the perception of practising estate valuers in Lagos State Nigeria. The objectives of study were to: identify the 

different causes of depreciation in process plants in the manufacturing industry; obtain the views of Estate 

valuers on the causes of depreciation in process plants in brewery industry; rank the views of Estate Valuers on 

the most significant causes of depreciation in process plants in brewery industry in Lagos State Nigeria; and 

present a statement of significance of the findings to practising estate valuers in the study area. The result of the 

review of extant literature identified causes of depreciation from where questionnaire was constructed which 

was the main source for data collection. Out of a population of 317 estate valuers practising in Lagos State 

Nigeria 272 questionnaires were retrieved fully completed representing 85.50% return rate. The mean item score 

(MIS) was the main technique for data analyses with the aid of statistical package for social sciences (SPSS 20 

for windows). It was found out that wear and tear with a MIS of 4.03 was the most significant cause of 

depreciation in the brewery industry. Use in service with a MIS of 3.82, difference in materials of construction 

between present day machine and the one appraised with a MIS of 3.75% condition with a MIS of 3.68 were 

ranked  second, third and fourth respectively. This study will assist Estate Surveying firms in their valuation and 

facility management services delivery with the level of significance of the causes of depreciation in brewery 

industry. 
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Introduction 
Process plants are wasting assets and are used in the production of the main line of products in an 

industrial concern. Its depreciation is inevitable as also is the case in other wasting manufacturing assets. Estate 

Valuers and accountants use this term differently. According to America Society of Appraisers, (2000) the 

valuation concept of depreciation holds different views from the accounting concept of depreciation. 

Depreciation for valuation purposes is the estimated loss in value of old process plants being valued, 

compared with a new plants of same capacity. This valuation depreciation measures value inferiority that is 

caused by a combination of physical deterioration, technological obsolescence, functional obsolescence and 

economic (or external) obsolescence (America Society of Appraisers 200; Budbhatti, 1999). Accounting 

perspective of depreciation is a mathematical convention for recovering an asset’s costs. 

Estate Valuers play important roles in the Nigerian manufacturing sector of the economy. One of the 

foremost roles performed is the valuation of different kinds of manufacturing process plants for various 

purposes, including valuation for insurance against fire; merger and acquisition; disposal; mortgage and sales. In 

the application of cost approach of valuation for process plants, deduction of all depreciation that made the 

process plants loss value must be accounted for Belo, 2003; America Society of Appraiser, 2002; Budbhatti, 

1999). This is the main reason Estate Valuers must be acquainted with the causes of depreciation in process 

plants. Over or under provision for depreciation of process plants during valuation exercise are potential sources 

of inaccuracy and variance. 

Thus, Estate Valuers must professionally provide value opinions that are credible, impeccable and 

sustainable. 

Several authors (America society of Appraisals 2000;  Belo 2003, Budbhatti 1999) have identified the 

various causes of depreciation in the manufacturing industries to include a combination of physical 

deterioration, technological obsolescence, functional obsolescence and economic (or external) obsolescence. 

The most significant among the various causesof depreciation in process plants within the brewery 

manufacturing industry have not been accorded research attention. This study intends to fuill this gap by 
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determining from the perception of Estate Valuers, the most significant causes of depreciation in process plants 

in the brewery industry in Lagos State.  

The aim of this research is to analyse the causes of depreciation in process plants in the brewery industry from 

the perception of practicing estate valuers in Lagos State Nigeria. 

The objectives to achieve this aim are to: 

i) identify the different causes of depreciation in process plants in the manufacturing industry; 

ii) obtain the views of estate valuers on the causes of depreciation in process plants in brewery industry; 

iii) rank the views of estate valuers on the most significant causes of depreciation in process plants in 

brewery industry; and 

iv) present a statement of significance of the findings to practicing estate valuers in the study area. 

  
Review of Literature 

Ifediora (2009) observed that liquids referred to as beverages are of many types and groups which 

include the following four (4) groups: 

a) those made by infusion, such as tea and coffee; 

b) alcoholic beverages, including beer and wine made by fermentation processes; 

c) distilled liquor, requiring both fermentation and distillation; and  

d) soft drinks, usually consisting of carbonated water flavoured with sweetened natural or artificial syrups 

and colouring. 

 

This study concentrated on beer and non-alcoholic soft drink production plant and machinery. 

Alico and Fasa (1989) defined depreciation as “the decline in the value of an asset due to such causes as wear 

and tear, action of the elements, obsolescence and inadequacy”. 

Despite the fact that depreciation remains serious issues in most manufacturing industries in Nigeria and 

elsewhere, not much researches have been conducted in this area, hence secondary information sources revealed 

scanty material on depreciation of plant and machinery in brewery industry. 

Of the main sources of data on causes of depreciation found in literation, the one presented by Alico and Fasa 

(1989) remain the most comprehensive. According to the authors the causes of depreciation are two (2) physical 

deterioration and obsolescence which are broken down into subgroups as follows: 

 

A. Physical Deterioration 

i) Wear and Tear, disintegration  

ii) Use in Service 

iii) Action of the elements 

iv) Condition 

v) Age 

vi) State of the Art of Machines 

 

B. Obsolescence 

I) Technological Obsolescence 

i) Difference in design in present day machines compared with the one under valuation 

ii) Difference in materials of construction between present day machine and the one appraised. 

iii) Size of machine tending towards smaller size 

iv) Floor space requirement tending towards smaller space 

 

II) Functional Obsolescence  

i) Differences in production rate between new machine and the one valued  

ii) Difference in direct labour requirements between new and older machine 

iii) Highest and best use for the subject item  

iv) Most profitable likely use of the machine  

 

III) Economic Obsolescence 

i) Impairment arising from economic forces such as changes in optimum use 

ii) Legislative enactments which impair rights 

iii) Changes in supply-demand relationship  

This is the most comprehensive of all the researchers works found in literature on causes of depreciation. 

Accountants also identified some causes of depreciation such as Kalpana (2016).  
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From accounting perspectives, Kalpana (2016) 

http//ww.businessmanagementideas.com/management/depreciation-introduction-causes-and-other-details-1239-

words/545 identified nine (9) main causes of depreciation to include:  

i) effluxion of time 

ii) wear and tear 

iii) tension and pressure 

iv) obsolescence i.e. machinery rendered out of date by later inventions 

v) physical factors i.e. evaporation, dampness, floods, excessive heat etc 

vi) superfluity i.e. not required due to change in production plans 

vii) exhaustion 

viii) depletion 

ix) fall in market prices 

Ogbuefi (2002) identified seven types of depreciation namely physical depreciation, functional depreciation, 

economic depreciation, location depreciation, technological depreciation, socio-cultural induced depreciation 

and political induced depreciation. 

 

Methodology 
The research method used is descriptive. Questionnaire was the main instrument used for data 

collection. Out of the population of 317 estate valuers from EVARBON membership directory (2014) 

administered with questionnaires, 272 questionnaires were successfully completed and used for the final 

analysis representing 85.80% return rate which was considered adequate for this purpose. The Mean Item Score 

(MIS) was the main data analysis technique used to analyse the views of respondents on the causes of 

depreciation in process plants in brewery industry. This was achieved with the aid of Statistical Package for 

Social Sciences (SPSS 20 for Windows). 

 

Data Presentation And Analysis 
Table 1: Ranking of the most causes of depreciation in brewery industry 

PHYSICAL DETERIORATION MEAN RANK 

Wear and Tear 

Use in Service 

Condition 

Age 

State of the art of machines 

Action of the elements 

Overall mean 

4.03 

3.82 

3.68 

3.66 

3.65 

3.61 

3.74 

1 

2 

3 

4 

5 

6 

Technological Obsolescence 

Difference in materials of construction between present day machine and the one 

appraised. 

Difference in design in present machines compared with the one under appraisal 

Size of machine tending towards smaller size 

Floor space requirement tending towards smaller space 

Overall mean 

 

3.75 

 

3.68 

3.52 

3.51 

3.62 

 

1 

 

2 

3 

4 

Functional Obsolescence 

Difference in production rate between new machines and the ones appraised 

Highest and best use for the subject item  

Most profitable likely use of the machine  

Difference in direct labour requirements between new and older machines 

Overall mean 

3.57 

3.55 

3.46 

3.29 

3.47 

1 

2 

3 

4 

Economic Obsolescence 

Impairment arising from economic forces such as changes in optimum use 

Changes in supply-demand relationship  

Legislative enactments which impair rights 

Others  

Overall mean 

3.54 

3.51 

3.41 

2.74 

3.30 

1 

2 

3 

4 

Source: Field survey, 2017. 
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Table 1 shows the mean rank of most causes of depreciation in brewery industry. As shown on physical 

deterioration, wear and tear was ranked first with mean value of 4.03, use in service was ranked second with 

mean value of 3.82, condition was ranked third with mean value of 3.68, age was ranked fourth with mean value 

of 3.66, state of the art of machines was ranked fifth with mean value of 3.65, while action of the elements was 

ranked sixth with mean value of 3.61 and the least among the causes of depreciation in physical deterioration in 

brewery industry. 

On technological obsolescence, difference in materials of construction between present day machine 

and the one appraised was ranked first with mean value of 3.75, difference in design in present machines 

compared with the one under appraisal was ranked second with mean value of 3.68, size of machine towards 

smaller size was ranked third with mean value of 3.52, while floor space requirements tending towards smaller 

space was ranked fourth with mean value of 3.51 and the least most causes of depreciation of technological 

obsolescence in brewery industry. 

On functional obsolescence, difference in production rate between new machines and the one appraised 

was ranked first with mean of 3.57, highest and best use for the subject item was ranked second with mean of 

3.55, most profitable likely use of the machine was ranked third with mean of 3.46, while difference in direct 

labour requirements between new and older machines was ranked fourth with mean of 3.29 and the least among 

the most causes of depreciation in functional obsolescence in brewery industry. 

On economic obsolescence, impairment arising from economic forces such as changes in optimum use was 

ranked first with mean of 3.54, changes in supply and demand relationship was ranked second with mean of 

3.51, legislative enactments which impair rights was ranked third with mean value of 3.41, while others was 

ranked fourth with mean value of 2.74 and the least among the most causes of depreciation in economic 

obsolescence in brewery industry. 

This shows that action of the elements, floor space requirements tending toward smaller space, 

difference in direct labour requirements between new and older machines and others are the least among the 

most causes of depreciation in brewery industry. 

 

Table 2: Ranking of the most causes of depreciation in brewery industry 

 Mean Rank Category 

Wear and Tear 

Use in service 

Difference in materials of construction between present day 

machine and the one appraised 

Condition 

Difference in design in present machines compared with the one 

under appraisal 

Age 

State of the art of machines 

Action of the elements 

Difference in production rate between new machines and the one 

appraised 

Highest and best use for the subject item 

Impairment arising from economic forces such as changes in 

optimum use 

Size of machine towards smaller size 

Changes in supply and demand relationship 

Floor space requirements tending towards smaller space 

Most profitable likely use of the machine 

Legislative enactments which impair rights 

Difference in direct labour requirement between new and older 

machines 

Others  

Overall mean 

4.03 

3.82 

 

3.75 

3.68 

 

3.68 

3.66 

3.65 

3.61 

 

3.57 

3.55 

 

3.54 

3.52 

3.51 

 

3.51 

3.46 

3.41 

 

3.29 

2.74 

3.72 

1 

2 

 

3 

4 

 

5 

6 

7 

8 

 

9 

10 

 

11 

12 

13 

 

14 

15 

16 

 

17 

18 

Physical  

Physical  

 

Technological  

Physical  

Technological  

Physical  

Physical  

Physical  

 

Functional  

 

Functional  

Economic   

Technological  

Economic  

Technological  

Functional  

Economic  

Functional  

 

 

 

Source: Field survey, 2017. 

 

Table 2 shows the mean rank of the most causes of depreciation in brewery industry. As shown, wear 

and tear was ranked first with mean value of 4.03, use in service was ranked second with mean value of 3.82, 
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difference in materials of construction between present day machine and the one appraised was ranked third 

with mean value of 3.75, condition was ranked fourth with mean value of 3.68, difference in design in present 

machines compared with the one under appraisal was ranked fifth with mean of 3.68, age was ranked sixth with 

mean of 3.66, state of the art of machines was ranked seventh with mean value of 3.65, action of the elements 

was ranked eighth with mean of 3.61, difference in production rate between new machines and the one 

appraised was ranked ninth with mean value of 3.57, highest and best use for the  item was ranked tenth with 

mean of 3.55, impairment arising from economic forces such as changes in optimum use was ranked eleventh 

with mean of 3.54, size of machine towards smaller size was ranked twelfth with mean value of 3.52, changes in 

supply and demand relationship was ranked thirteenth with mean value of 3.51, floor space requirements 

tending towards smaller space was ranked fourteenth with mean value of 3.51, most profitable likely use of the 

machine was ranked fifteenth with mean of 3.46, legislative enactments which impair rights was ranked 

sixteenth with mean of 3.41, difference in direct labour requirements between new and older machines was 

ranked seventeenth with mean of 3.29, while others was ranked eighteenth with mean value of 2.74 and the least 

among the most causes of depreciation in brewery industry. 

This shows that the most significant causes of depreciation in process plants in brewery industry are physical 

deterioration in form of wear and tear, use in service, condition, age and state of art of machines, while floor 

space requirements tending toward smaller space, most profitable likely use of the machine, difference in direct 

labour requirements between new and older machines, legislative enactments which impair rights and others are 

the least causes of depreciation in brewery industry. 

 

Discussions on Findings, Recommendation and Conclusion 
Discussions on Findings 

(i) Findings reveal that the most significant causes of depreciation in process plants in brewery industry 

from the point of view of estate valuers in Lagos State of Nigeria was physical deterioration. Under 

physical deterioration, items such as “wear and tear”, “use in service”, “condition”, “age” and “state of 

art of machines” ranked very high as causes of depreciation. 

(ii) Technological obsolescence comes and next in the view of estate valuers in Lagos State of Nigeria. 

Items like “difference in materials of construction between present day machine and the one 

appraised”, “difference in design in present machines compared with the one appraised”, “size of 

machine towards smaller one”, “floor space requirements tending towards smaller space” rank high 

under technological obsolescence. 

(iii) Functional obsolescence ranks next after the two earlier mentioned. Items like “difference in 

production rate between new machines and the one appraised”, “highest and best use for the subject 

item” and “most profitable likely use of the machine” rank notably in the list of causes of depreciation 

under functional obsolescence. 

(iv) Economic obsolescence ranks least under items like “impairment arising from economic forces such as 

changes in optimum use” and “legislative enactments which impair rights”. 

 

Recommendation 

Estate surveying and valuation firms should keep records of this study on causes of depreciation of 

process plants in brewery industry as this will help them in treatment of depreciation and their levels of 

importance in their valuation and facility management assignment in regard to brewery industry. 

 

Conclusion 

It is important that estate surveyors and valuers specialising in plant and machinery valuation should be 

vastly acquainted with various causes of depreciation and their order of significance in order to adjust their 

depreciation figures appropriately while carrying out their assignment. This area of study has been limited and 

not really unavailable but this work has succeeded in really finding levels of significance of as it concerns 

brewery industry. 
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