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NOTE

UNCTAD serves as the focal point within the United Nations Secretariat for all matters related
to foreign direct investment. This function was formerly carried out by the United Nations Centre on
Transnational Corporations (1975-1992). UNCTAD’s work is carried out through intergovernmental
deliberations, research and analysis, technical assistance activities, seminars, workshops and conferences.

The term “country” as used in this study also refers, as appropriate, to territories or areas; the
designations employed and the presentation of the material do not imply the expression of any opinion
whatsoever on the part of the Secretariat of the United Nations concerning the legal status of any country,
territory, city or area or of its authorities, or concerning the delimitation of its frontiers or boundaries. In
addition, the designations of country groups are intended solely for statistical or analytical convenience and
do not necessarily express a judgement about the stage of development reached by a particular country or
area in the development process.

The following symbols have been used in the tables:

Two dots (..) indicate that date are not available or not separately reported. Rows in tables have been
omitted in those cases where no data are available for any of the elements in the row.

A dash (-) indicates that the item is equal to zero or its value is negligible.
A blank in a table indicates that the item is not applicable.
A slash (/) between dates representing years — for example, 2004/05, indicates a financial year.

Use of a dash (-) between dates representing years — for example 2004—-2005 signifies the full period
involved, including the beginning and end years.

Reference to the “dollars” ($) means United States dollars, unless otherwise indicated.
Annual rates of growth or change, unless otherwise stated, refer to annual compound rates.

Details and percentages in tables do not necessarily add to totals because of rounding.
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PREFACE

The UNCTAD Investment Policy Reviews (IPRs) are intended to help countries improve their
investment policies and familiarize Governments and the international private sector with an individual
country’s investment environment. The reviews are considered at the UNCTAD Commission on Investment,
Enterprise and Development.

The Investment Policy Review of Nigeria, initiated at the request of the Government, was carried out
through a fact-finding mission in October 2005. The mission received the full cooperation of the relevant
ministries and agencies, in particular the Nigerian Investment Promotion Commission (NIPC). The mission
also benefited from the views of the private sector, foreign and domestic, civil society and the resident
international community, particularly bilateral donors and development agencies.

The report was presented at a national stakeholders’ workshop held in Abuja in July 2008, and organized
in collaboration with the Office of the Chief Economic Adviser to the President, the NIPC and the United
Nations Development Programme (UNDP) office in Nigeria. After the workshop, the Secretary-General of
UNCTAD presented the key recommendations of the IPR to the President of Nigeria and cabinet ministers.
The President fully endorsed the IPR and its recommendations, and committed to send a high-level delegation
to Geneva for the presentation of the IPR at UNCTAD’s intergovernmental meeting.

This report was prepared by Rory Allan, Stephen Young, Massimo Meloni and Nana Adu Ampofo under
the supervision of Fiorina Mugione and Chantal Dupasquier, and overall direction of Khalil Hamdani and
James Zhan. Collaborators included Suraj Yakubu, Cécile Leque, Daniel Gay and Noelia Garcia Nebra. Lang
Dinh provided research assistance and Elisabeth Anodeau-Mareschal provided production support. This
report received the financial and logistical support of the UNDP office in Nigeria.

It is hoped that the analysis and recommendations of this review will contribute to improved policies,
promote dialogue among stakeholders and catalyse investment and beneficial impact in Nigeria.

Geneva, December 2008






Investment Policy Review of Nigeria

CONTENTS
PREF ACE . . .. 1]
CONTENT S . e e e e e e e \'%
ACRONYMS AND ABBREVIATIONS . ... . e e IX
NIGERIA .. i ittt iiiieeeneeeenseeesossessasessssessssennssennans X
INTRODU CTION . .. e e e e e e I
I. FDI TRENDS AND PERFORMANCE . . . ... ... e 3
A. Economic backdrop . . ... .. e 3
B. FDItrends ... ..o 8
I. FDIsize and growth. . . ... o e 8
2. Nigeria privatizationand FDI . ... ... .. 9
3 FDI by sector and country of origin . ... ... I
C.oImpact of P . . e 13
. FDIimpact in Oil. . . . oo e 14
2. FDIimpact in manufacturing. . . . ... ..ottt e 15
3. FDI impact in the backbone services . ... .. ... .. . 18
D UMMy, .« o e 2|
II. THE INVESTMENT FRAMEWORK . . ... . e 23
A. Specific FDImeasures . . . ... .. e 23
I. Entry and establishment of FDI. ... ... . 23
2. Treatment and protection of FDI . . . . ... .. L 27
B. General measures . ....... .. i 31
L TaXation ..ot 31
2. Foreign exchange arrangements . . . ... .ou .ttt ittt et e e 36
3 LabouUr . 37
4. Entry of foreign workers and business visitors. ......... ... . L i 41
S Land . . e 45
6. ENVironmeNnt. . . ..o e 47
7. Rule of law and administrative iSSUES . ... ...« ottt e 48
8. Protection of intellectual property. . ... ... ... e 52
9. Technology transfer requirements . .. ... it 54
10. Competition PoliCy . . ... ..ot e 56
I1. Selected sectoral regulations ... ... ... .. ... .ttt 57
12. Summary of recommendations on the investment framework. . ........... ... ... ..... 65
Il. FDI GENERATION AND DEVELOPMENT ... ... ... . .. i 69
A. Nigeria on the TNCs development ladder. . ... ... . i i 69
B. Obtaining more developmental value from FDI. ... .. ... .. .. .. . i 72
I. The competitive envelope — pressures and support to improve competitiveness. .......... 73

\%



Investment Policy Review of Nigeria

B oW

5.

Developmental affiliates programmes. . .. ... ...
Regional integration. . . ... . e
Free zones integration. . . ... ..ot e
People quality programme. . . . ... .. . e

C. Generating FDI with development potential .. ...... ... ... .. . i,

D. Strengthening FDI-related institutions . . ....... ... .ottt

l.
2.
3.

Strengthening investment-related institutions . . .. ........ ... . i i
Continued transformation of NIPC .. .. .. . .

Establishing coordinated federal-State investment promotion relationships . ..............

IV. WORKING TOWARDS AN EFFECTIVE FDI STRATEGY: CONCLUSIONS
AND RECOMMEND ATIONS .. ... e e e e

a. Designing and implementing a strategy to attractnon-oil FDI....... ... ... .. .. ... ... ..
b. Improving the regulatory framework .. ... ... .
c. Investing in physical and human capital. . ........ ... . . . .
d. Taking advantage of regional integration and reviewing external tariffs...................
e. Fostering linkages and local industrial capacity .......... .. .. .. . i
f.  Strengthening institutions dealing with investment and related issues....................
ANNEX 1. FDI STATISTICS IN NIGERIA . .. ... e
ANNEX II. CONSTRUCTION OF THE NIGERIA “WEDGE” ..........................
ANNEX lll. METHODOLOGY OF INTERNATIONAL TAX COMPARISONS ...........
REFERENCES. . . .. e e
TABLES
Table I.I. Comparative performance of Nigeria with selected countries, 1971-2006...............
Table 1.2.  Presence of World’s 100 Largest TCNs in major African economies...................
Table 1.3.  Global top-100 non-oil TNCs present in Africa but absent from Nigeria. ...............
Table 1.4.  Major TNCs in manufacturing and supplier linkages in Nigeria........................
Table I.5.  Independent power producers in Nigeria......... ... .. .. ..
Table Il.I.  Bilateral investment treaties of Nigeria. . .. ... ... .. ... i
Table I1.2.  Employing workers in Nigeria and selected economies. . .......... .. .. .. ... ... ...
Table II.3.  Strikes and lockouts, most recent available data. . .. ....... ... ... . .. ..
Table Il.4.  Non-citizen work and residence visasissues ............ ... .. ...
Table I1.5.  Entry of foreign labour, recommended regime. . ......... ... ... . .. . ..
Table 11.6.  Investors’ perception of court system, 2000 ......... ... ... ... ... .. L
Table 1.7 Comparative rail networks and usage, 2003. . ... ... ... .. .. i,
Table [1.8.  Road network, 2002. . . . .. ..
Table I1.9.  Telecom sector operators and iNVESEMENT . . . ...ttt ittt et et e e e een
Table 11.10.  Growth in telecom subscribers and teledensity . ......... ... ... . .. ..
Table Il.I1.  Nigeria, summary of main FDI policyissues .. ...... .. .. .. . i,

\



Investment Policy Review of Nigeria

Table 1.
Table 111.2.
Table 111.3.
Table 111.4.
Table III.5.
Table Ill.6.
Figure L.I.
Figure 1.2.
Figure 1.3.
Figure 1.4.
Figure I.5.
Figure 1.6.
Figure IL.I.
Figure 11.2
Figure Il1.1.
Figure 111.2.
Figure 111.3.
Figure 111.4.
Figure I11.5.
Box I.1.
Box I.2.
Box I.3.
Rav 11

1l

P,

https://www.yunbaogao.cn/report/index/report?reportld=5 9996

Survey results based on company interviews on potential TNC affiliate development

UP B0 201l Lot 72
Educational profile of Nigeria and selected comparator countries, 2002/2003 ........... 79
Nigeria tariffs on industrial and agricultural goods. . ...... .. .. .. ... ... .. .. .. .... 80
World and Africa ranking of suppliers in Nigeria and comparator countries............. 88
Competitiveness rankings in ECOWAS .. ... 9l
Management education modes of entry into global markets by foreign universities . ... ... 99
FIGURES

Economic structure and manufacturing output in Nigeria and selected comparator

countries, 1965 - 2003 . . . .., 5
Timeline of major economic and policy events in Nigeria since independence. . ........... 7
FDI inflows to Nigeria, 1970 - 2007. . . . ... . i e e e e 8
Share of non-oil exports in total exports from Nigeria, 1962-2006.................... 14
Total manufactured exports, 19652005 .. ... ... .. ... . . . 16
Cost of local cellular phone calls in Nigeria and comparator countries .. ............... 19
Comparative taxation of investment, 2006. .. ......... ... ... 34
Nigeria: trade disputes 1990-2004 . . ... ... .. . e 39
Development ladder of TNC affiliates. . . . ... ... 70
Industrial development path of Nigeria and comparator countries — the “wedge” 2005. ... 74
Nigeria fiscal outlook . . . .. ... e 77
Nigeria, total university grantin real terms . ...... ... .. . it 79
Nigeria tariff escalation in 2002, 2005 and projections for full ECOWAS CET ........... 8l

BOXES

FDI policies in Nigeria before and after 1995......... ... ... ... .. . . .. 4
Nigeria manufactured exports and FDI presence by commodity ...................... 17
Non-fuel sector FDl and innovation . .......... ... .. . .. i i 18
Entev and nratactian racima in Nlicarian avnart fran 7Aanac 1S

TR, SRR DI




