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Abstract-- This study examined the techniques currently 

operational in the implementation of Advance Payment 

Guarantees (APGs) in Southeast Nigeria, a region where 

construction activities rely heavily on financial assurance 

mechanisms to enable contractor mobilization and risk 

mitigation. Despite the centrality of APGs, their effectiveness 

in the region has been constrained by traditional practices, 

stringent collateral requirements, and limited technological 

adoption. The study identified these problems and sought to 

evaluate existing implementation techniques, determine 

factors affecting their performance, and propose resilient 

strategies for improvement. 

A mixed-method research design was adopted, combining 

quantitative data from 472 valid questionnaires (94.4% 

response rate) and qualitative insights from semi-structured 

interviews. Descriptive and inferential analyses, including 

regression and correlation tests, were performed. Results 

revealed that bank-issued guarantees dominate APG 

implementation (60.4%), while digital or blockchain-based 

guarantees account for only 4.2%. Fixed asset collateral 

constitutes 52.3% of requirements, significantly limiting SME 

participation. Findings showed strong relationships between 

APG effectiveness and contractor reliability (r = .612), 

collateral accessibility (r = .537), and technological innovation 

(r = .582), while project delays negatively impacted APG 

performance (r = –.451). 

The study concludes that current APG techniques in 

Southeast Nigeria are rigid, asset-dependent, and 

technologically outdated, undermining efficiency and 

inclusiveness. Recommendations include diversifying 

collateral options, digitizing APG processes, integrating 

blockchain and real-time monitoring systems, strengthening 

regulatory harmonization, and enhancing contractor 

evaluation frameworks. 
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I. INTRODUCTION 

Advance Payment Guarantees (APGs) remain one of the 

most widely utilized financial safeguards in Nigeria’s 

construction sector, serving as a key mechanism for 

securing employer funds released to contractors for project 

mobilization. In Southeast Nigeria an area experiencing 

rapid urban expansion and significant public-sector 

investments APGs play a critical role in ensuring that 

contractors responsibly utilize advance payments and that 

employers are protected in cases of non-performance or 

project abandonment (Williams, 2020). The techniques 

through which APGs are implemented therefore have a 

direct bearing on project initiation timelines, contractor 

reliability, and the financial stability of construction firms 

in the region. 

Internationally, APG implementation has become more 

sophisticated, with digitalization and blockchain 

technologies improving verification, authentication, and 

real-time monitoring processes (White, 2019; Smith, 2020). 

These innovations reduce fraud, enhance transparency, and 

strengthen financial accountability throughout APG 

transactions. However, such advanced techniques remain 

minimally adopted in Nigeria due to infrastructural 

limitations, regulatory weaknesses, and resistance to 

technological change (Johnson, 2020). Consequently, 

Southeast Nigeria continues to rely predominantly on 

traditional bank-issued guarantees, manual documentation, 

and collateral-dependent assessment methods. 

Current techniques in the region often involve 

contractors securing APGs through commercial banks 

using fixed deposits, insurance bonds, landed property 

documentation, or corporate guarantees as collateral 

(Nwankwo, 2020). Employers typically apply financial-

capacity checks and limited historical performance reviews 

to evaluate contractor eligibility.  
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Although these methods provide a reasonable level of 

financial protection, they are frequently inadequate in 

addressing regional challenges such as contractor 

insolvency, document forgery, project delays, and 

inconsistent regulatory enforcement (Okeke, Adekunle, & 

Ojo, 2021). The heavy reliance on collateral-based 

screening also makes APGs inaccessible to many small and 

medium-sized contractors, slowing down project 

mobilization and reducing competition within the industry 

(Okeke et al., 2021). 

Moreover, the absence of real-time digital monitoring 

tools means that APG conditions often remain static even 

when project timelines shift significantly a common feature 

in the Southeast due to operational inefficiencies and 

unstable cash flows. These limitations highlight the need 

for a systematic assessment of the techniques currently in 

use to determine their effectiveness and identify areas for 

improvement. 

This study therefore examines the operational techniques 

used in implementing APGs in Southeast Nigeria, evaluates 

their strengths and weaknesses, and provides practical 

recommendations for enhancing transparency, efficiency, 

and resilience within APG frameworks in the region. 

II.   LITERATURE REVIEW 

Advance Payment Guarantees (APGs) have emerged as 

indispensable financial instruments within modern 

construction finance, particularly in developing economies 

where contractors often rely heavily on advance 

mobilization funds. An APG functions as a contractual 

assurance that the contractor will properly utilize the 

advance payment and fulfill project obligations; failure to 

do so enables the employer to recover the funds through the 

issuing bank or insurer (Okafor, Adekunle, &Ojo, 2021). 

Recent scholarship positions APGs as central to risk 

allocation in infrastructure delivery and as a mechanism 

that enhances trust between contracting parties (Brown & 

Carter, 2022). 

The literature portrays APGs from multiple conceptual 

lenses. Legally, Williams (2020) emphasizes their 

enforceability as binding commitments backed by reputable 

financial institutions, underscoring their alignment with 

established doctrines of contract and commercial law. From 

a financial-risk standpoint, Brown (2020) characterizes 

APGs as instruments that transfer liquidity and non-

performance risks from clients to financial guarantors. This 

perspective reflects the growing recognition of APGs as 

structured financial derivatives that play significant roles in 

project finance frameworks. 

From an operational construction industry perspective, 

Nwankwo (2020) interprets APGs as essential prerequisites 

for contractor mobilization, enabling early-stage site 

activities while safeguarding employer investments. Smith 

and White (2021) extend this definition into the digital era, 

viewing APGs as instruments increasingly enhanced 

through blockchain integration, real-time monitoring, and 

automated authentication systems. Lee and Park (2021) 

situate APGs within global trade finance, describing them 

as specialized guarantees that strengthen pre-financing 

capabilities for international contractors. 

Collectively, these definitions underscore the 

multifunctional nature of APGs while reinforcing their dual 

role as both financial safeguards and operational enablers 

in project delivery. Newer literature also highlights the 

potential of digitalization to reduce fraud, increase 

transparency, and streamline guarantee enforcement (Gupta 

& Reddy, 2020; Lawson & Harper, 2021). 

Internationally, APGs are governed under the Uniform 

Rules for Demand Guarantees (URDG 758) published by 

the International Chamber of Commerce. These rules 

harmonize guarantee structure, invocation procedures, and 

international enforcement, reducing cross-border legal 

ambiguities (Johnson & Obi, 2020). Wang and Zhang 

(2021) note that APGs form a vital part of procurement 

regulations in Europe and Asia, where they accelerate 

project initiation while strengthening compliance culture. 

The World Bank (2023) identifies APGs as a mandatory 

requirement in multilateral-funded projects, particularly in 

emerging economies where financial risks are high. 

Furthermore, global markets are shifting toward digital 

guarantee platforms that utilize blockchain, cryptographic 

signatures, and automated verification processes to reduce 

administrative bottlenecks (Smith & White, 2021; Patel & 

Kumar, 2022). These technologies significantly limit 

document forgery and enhance institutional accountability. 

Across Africa, APGs play an important role in bridging 

liquidity constraints facing indigenous contractors. Adamu 

and Abubakar (2020) report that APGs are widely used in 

ECOWAS subregions to enhance contractor participation 

in donor-funded projects. However, the African 

Development Bank (2022) identifies several challenges 

undermining the efficiency of APG implementation: high 

collateral thresholds, underdeveloped credit-rating systems, 

and weak enforcement mechanisms. Yusuff and Bello 

(2020) observe that APG invocation in many African 

countries remains slow due to bureaucratic delays and legal 

ambiguities, thereby weakening their risk mitigation 

potential. 
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In Nigeria, APGs operate under contractual terms and 

existing financial regulations governing bank guarantees. 

However, literature consistently highlights practical 

challenges. Eke and Njoku (2021) note that commercial 

banks often demand up to 100% cash collateral to issue 

APGs, thereby excluding small and medium-sized 

contractors from participation in major construction 

tenders. Ahmed and Usman (2021) argue that these 

stringent financial requirements hinder project cash flow 

and restrict competitive bidding. 

Smith and Brown (2020) link the reliability of APGs in 

Nigeria to institutional weaknesses, including corruption, 

non-uniform enforcement, and limited oversight. 

Bureaucratic delays in guarantee approval and verification 

further contribute to late project mobilization, increasing 

the likelihood of project overruns (Chukwuma&Okonkwo, 

2020). 

The Southeast region presents a unique context. Rapid 

urbanization and public-sector infrastructure expansion 

have increased the demand for APGs, yet systemic 

inefficiencies persist. Okeke et al. (2021) identify collateral 

constraints, poor contractor evaluation methods, and 

reliance on manual documentation as major obstacles to 

effective APG implementation. Additionally, a lack of 

technological integration—such as digital verification or 

blockchain-enhanced auditing—makes the region 

vulnerable to fraud, processing delays, and forged 

guarantees (Eke &Njoku, 2021). 

Regional literature also highlights recurring project 

delays that undermine the validity of APGs and complicate 

risk sharing between employers and contractors 

(Chukwuma&Okonkwo, 2020). Ahmed and Usman (2021) 

note that APGs in the Southeast often fail to adapt to 

shifting project timelines, mainly because guarantee terms 

are rigid and not linked to real-time monitoring. 

III. RESULTS 

The results combine descriptive statistics, tables, 

illustrative charts, and qualitative narratives to provide a 

holistic and compensative understanding of APG 

operational techniques. 

A. Descriptive Results on Current APG Techniques 

The analysis revealed that APG implementation in 

Southeast Nigeria is dominated by traditional, manual, 

bank-driven techniques, with minimal adoption of modern 

technological systems such as digital or blockchain-based 

guarantees. 

 

Table 1: 

Techniques Currently Used in APG Implementation 

Technique Frequency Percentage 

(%) 

Bank-issued guarantees 285 60.4 

Insurance-backed guarantees 81 17.2 

Government-backed guarantees 49 10.4 

Hybrid guarantees (Bank + 

Insurance) 

37 7.8 

Digital / blockchain-based 

guarantees 

20 4.2 

Total 472 100.0 

Source: Field Survey, 2025 

Bank-issued guarantees (60.4%) dominate the landscape, 

indicating reliance onconventional banking frameworks. 

Insurance-backed guarantees (17.2%)are increasing but still 

underutilized. Digital/blockchain-based guarantees 

(4.2%)remain rare, demonstrating very low technological 

integrationin APG implementation. 

B. Chart Representation of Operational Techniques 

 
Figure 1: Bar Chart Showing APG Techniques Used in Southeast 

Nigeria 

A bar chart using the data from Table 5.X1 should show 

a tall bar for bank-issued guarantees, much shorter bars for 

insurance-backed and government-backed guarantees, and 

a very small bar for digital/blockchain instruments.The 

overwhelming reliance on bank-issued APGs shows a 

system still rooted in traditional finance structures, with 

very limited innovation. 

C. Collateral Techniques Used in APG Implementation 

Current APG techniques require contractors to present 

collateral. The type of collateral required significantly 

affects accessibility. 
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Table 2: 

Types of Collateral Required 

Collateral Type Frequency Percentage (%) 

Fixed Assets 247 52.3 

Bank Guarantees 133 28.2 

Personal Guarantees 57 12.1 

Insurance Bonds 35 7.4 

Total 472 100.0 

Over 52% of APG collateral is fixed assetsa method that 

marginalizes SMEs with fewer assets. 

Insurance bonds (7.4%) remain underutilized despite 

their global acceptance as flexible guarantee instruments. 

D. Chart Representation of Collateral Techniques 

 
Figure 2: Pie Chart of Collateral Types Required for APGs 

A pie chart should show A large slice for Fixed Assets 

(52.3%), Medium slice for Bank Guarantees (28.2%) and 

Smaller slices for personal guarantees and insurance bonds. 

The APG system in Southeast Nigeria is asset-heavy, 

limiting participation of SMEs in public and private 

construction projects. 

 

 

 

 

 

 
 

E. Effectiveness and Transparency of Operational 

Techniques 

Table 3:  

Effectiveness and Familiarity with APG Processes 

Variable Mean 

Score 

Interpretation 

Effectiveness of APG 

Frameworks 

2.91 Moderate–

Low 

Familiarity with APG 

Terms 

3.17 Moderate 

Transparency of Procedures 2.67 Low 

Stakeholders generally understand APGs but do not trust 

their transparency. Qualitative interviews reveal concerns 

about: Manual verification, Paper-based documentation, 

Slow processing, Hidden charges and Rigid approval 

procedures 

F. Qualitative Insights on Operational Techniques 

Three dominant themes emerged: 

Theme 1: Bureaucracy and Manual Processes 

―Getting an APG approved feels like applying for a loan; it 

takes too long and causes site delays.‖ 

- Contractor, Enugu 

Theme 2: Collateral Rigidity 

―Banks want collateral equal to or higher than the 

guarantee amount, which most SMEs cannot provide.‖ 

- Contractor, Ebonyi 

Theme 3: Technological Underdevelopment 

―There is zero digital integration. Blockchain could help, 

but banks are not ready.‖ - Bank Manager, Abia 

G. Comprehensive Summary of Findings on APG 

Operational Techniques 

1. APGs in Southeast Nigeria rely heavily on bank-

issued guarantees (60.4%). 

2. Insurance-backed and government-backed guarantees 

exist but remain secondary. 

3. Hybrid and technologically advanced instruments 

make up less than 12% combined. 

4. Collateral requirements are excessively rigid, 

dominated by fixed assets (52.3%). 
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5. APG processes are slow, bureaucratic, and largely 

manual, undermining efficiency. 

6. Technological adoption is extremely low, with 

blockchain utilization at only 4.2%. 

7. Transparency of procedures is perceived as poor, with 

a mean score of 2.67. 

8. Stakeholder readiness for innovation exists, but 

institutions lack infrastructure and regulatory 

alignment. 

IV. CONCLUSION 

This study concludes that Advance Payment Guarantee 

(APG) implementation in Southeast Nigeria is dominated 

by traditional, bank-issued techniques characterized by 

rigid collateral requirements, manual processing, and 

limited technological integration. While APGs remain vital 

for contractor mobilization and risk mitigation, current 

operational practices restrict accessibility especially for 

SMEs and contribute to project delays and inefficiencies. 

Technological adoption, including blockchain and real-time 

monitoring, remains very low despite strong stakeholder 

interest. Strengthening institutional frameworks, improving 

transparency, and modernizing APG systems are essential 

to enhancing trust, efficiency, and resilience in construction 

finance across the region. 

APG implementation should be modernized through 

flexible collateral options, standardized regulatory 

frameworks, and digital platforms such as blockchain. 

Financial institutions must streamline approval processes, 

while government agencies strengthen oversight. 

Enhancing contractor evaluation systems and promoting 

stakeholder capacity-building will significantly improve 

APG accessibility, efficiency, and reliability in Southeast 

Nigeria. 
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