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LEGAL AND REGULATORY FRAMEWORK FOR
RESOURCE DIVERSIFICATION IN NIGERIA-
GLOBALIZATION AND THE PROSPECTS OF

RESOURCE DIVERSIFICATION

Solomon O AFOLABI*, Ph.D & Halimat Tope AKA]E**

ABSTRACT

For some time now, the mainstay of Nigeria’s economy:has been
foreign exchange earnings from oil sector. The country is reputed
to have large quantities of une:iploited natural gas and oil reserves.
As the largest exporter of oil with the biggest natural gas reserves
in Africa, most of the Foreign Direct Investment into Nigeria has
gone into the oil and gas sectors, although more recently into
telecommunications and manufacturing as well. Oil and gas
currently represent 95% of foreign exchange earnings and 80% of
budgetary revenues. Consequently, Nigeria faces the task of
diversifying and reforming its petroleum based economy.

Through the National Economic Empowerment and Development

Strategy (NEEDS) adopted in 2003, the government is currently
seeking foreign direct investment in the non-oil sectors with
particular focus on manufacturing and agro-allied industries. This

paper highlighted the legal and regulatory framework for resource
diversificationin Nigeria b
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sectors, HGWEW{'J‘, 01l wi alth and a rich natural- FEsSources base have
been converted into Jiil;.:l'uw:d [iving standards and over 54
percent (2004) of the population continues to live below the
national poverty lines, Nigeria has a total land area of 91 077km?2.
Only about 30 percent of the land is currently cultivated, despite

-
—
—y

il .

an estimated 80 percent considered suitable for crop and livestock 1
production®. Nigeria’'s agricultural production principally serves
domestic consumption needs’. The country has good agricultural
land covering a wide range of agro-ecological zones and allowing
for diverse crop and livestock productions. 4

Despite its considerable agricultural resources, Nigeria is a net
importer of food and agricultural products in general?
Agricultural value added in 2007 was 1US$53.7 billion, an increase
from the 2004 value of US$29 4 billion. The average growth rate for
2004-2007 was 7 percent!0. Main agricultural commodities in terms

of value are yam, cassava, citrus fruits, gl'ﬂund_.nuts with shell and
taroll, i

million in 2005 t0 USS$591 million in 2007, but increased close to
45 percent in 2008 to USS 856 million. The main agricultural

Cowww . unctad.org/en/docs/ diaépcbﬁ(!{}'gl en.pdf accessed on 20th
ril, 2015 | W -
tp://data.worldbank:org/ countrv fNigeria accessed on 20th April, 2015

hgp:r/ [Www fao.org/ countryprofiles / index.asp?lang=en&ISO3=NGA
accessed on 20t April, 2015 | |

7 http:/ ,{www.rurﬂll:ravert_vpm'tal. nigeriacountryprofile accessed on 20t April,
2015 2

§ ibid

? http:/ /usaidandtenure.net/ usaidproducts/country-p rofile/nigeria accessed
on 22nd April, 2015

10 http:/ / www.ia Q.org/ countries/55528/en/ nga/ accessed on 22nd April, 2015
"1 hitp:/ fwww.bizclir.com/cs/ countries / africa /nigeria accessed on 20th April,
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L[‘gﬂi And Reeulntory Framework For Kesonrce Diversification i Nig
Globalization And The Prospects Of Resource Diversificatio

the paper discusses some basic laws that are in place to boost the
needed resource diversification. 1t also highlig}'ltr&; the 1ncentive:
put 1n place by Government to attract Fureign Direct Investmen
in all sectors Gf the ec NOIMY. The paper also h.ighﬁghtﬁ the img;r::_i_

of globalization on resource diversification. Appropriak
recommendations are also made for resource diversification for
sustainable development.

12  LEGAL AND REGULATORY FRAMEWORK FOR
RESOURCE DIVERSIFICATION

~ There are myriads of laws, regulations and directives governing

what to do and how to do them in the business environment n
Nigeria. A learned writer, Omidirel4 opined that:

While regulations are necessary, they should not
be negative or inhibitory. They should be

fashioned with the purpose of facilitating the
realization of natural economic objectives rather
than clouding the vision of...institutions. |

The expression above is the telescope through which we intend tc ik
‘examine a couple of basic laws regulating business activities and
resource diversification in Nigeria. |

The Constitution of the Federal Republic of Nigeria 1999 (as

amended)® is the grund norm from which all other laws in Nigeria
derive their validity. It provides' that the nation’s resources shall i
be harnessed in ways that national prosperity is promoted with a 4
view to having a dynamic and self reliant economy. It also realizes E
the existence of people’s rights to participate in areasof- the 5
14 Om'id-ir'e, K., Re gulaticm [nvestment in banking and operations in Nigeria, f;%
Sagang LE. and Olayide O. (ed.) Current Development in Nigeria Commercial ;f;,m
Law p.o4 . %1?
15 Hereinafter referred to simply as “FRN 1999 ﬁE
16 See, section 16 (1)(a) of the 1999 Constitution of Nigeria ( as amended) :% ,__
£
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Legal And Rf—’é;’”‘“f””!_:; Framework For Resouree Diversification In Nigerig
Globalization And The Prospects Of Rescurce Diversification

137 Labour Act?

This delineates genuml [or the prutt:c:tion of wages, emplﬂymex.u

‘contracts, terms and conditions of employment, and those

governing employer-employee relationships.

138 National Agricultural Land Development Authority Actl”j
‘This Decree established a National Agriculmral Land

Development Authority (NALDA)*» The objectives of the;
Authority shall be to: provide strategic public support for land

7 development; promote and support economic-sized farm holdings

and promote consolidation of scattered fragment holdings;

encourage the evolution of economic-sized rural settlement;
provide gainful employment opportunities for rural people, raise

rural incomes and improve on the general living standards in rural

areas; expand productive capacity in agriculture and regain export

- capability in traditional and non-traditional erops; etc.*?

% Cap. L1 LFN 2004

% Cap. N 4 LEN 2004 | ;

# Section 1 of the National Agricultural Land f)evelnpment
“0 Section 3 of the National Agricultural Land Developmen

I Section 1(1) of the Pesticide Registration Regulations

“2 Section 3 of the Pesticide Registration Regulations
e | 28

13.9 Pesticide Registration Regulations, 2005

These regulations prohibit the -manufacture,” formulation,
importation, exportation, advertisement, sale or- distribution of
pesticides in Nigeria unless the pesticides have been registered in
accordance with the provisions of these regulations.#! They also

set out procedures and requirements for the application for

istration and specify documents that shall accompany the
ication.® These documents are principally related to safety of
nd its potential impact on the environment. The

y for Food and Drug Administration and Control
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Legal, Aud Resolitory Framework For Reseiiree Diversification it Nigerig:
Globalization And The prmts Of Resotiree Duw:saﬁrntm“

ent agencies together in one 1 n, coordmat-ed and
lined to provide efficient and transg QRS ERETVices 1o
vestors.5! Currently, 26 agencies have a nce within OSICi
'_ & dmg the CAC, Immigration and Customs Departments, anc

&

reral ministries.

11 Business Incorporation |

1siness Incor poration is carried out at the Cdt‘::-:l‘llj‘*‘?'1"31'“511
2irs Commission with head cz-fﬁce ? fja and additiona

ces in all the 36 states of N1genm_r % e

| Commission is responsible for administer: o {ehe Companies

Allied Matters Act, thus for the inc -‘.;-: P -. aifmn, 1'? ngtfﬂzt:]%f;

:. anagemen’c and termination of %ﬂ;ﬁ;--- ies. Smce i

‘companies can use an online system _?ratlm aﬁﬁ:ﬁ E
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Certitication FProvals and  registration, i juding hich they
qualify 53 o 'cgistration and fiscal incentives o 4 and
7 Ol ta radi fom 44 epalt \
aneous application must bg P } }?Ul'l’ﬂ“i)

Huh"”it'h‘mi to |

for the tm."“k""ﬂ“i[l '

[. 'I'Il .
\NC&IStra I8 ‘
o ration (Business Permit Certifige

~XPatriate Quota (NIPC facilitates with

0f % il
s Of Interna] Affairs).
Inal a_p}—q’l.i']\-’ﬂlq

1.

enterprise

Nigeria’s Ex
i\lgerlan Investment
nve APPro q Ing ]

stment approval and licensing is governes

Export Processing Zones Act, which grant all the

and approvals for operators within the zones. Alp

’FhIDugh prescribed forms and supporting
mfc.:urmaticm.‘i‘* The Nigeria Export Processing
notifies applicant in writing of approval or othe
working days of receiving applications.

1D TAX SCHEMES REGIME

he NI1PC (on }H'l‘ht'lﬂunl IN11PC f".]i )

Licenses required by an inyVe€
are given b , ; S :
- given the respective agelf
depending on he ol y s ,,a‘:" |
S the sector to be invested. Comyppari
port Processing Zones do not need
Promotion CommissipPrt:

1 Ministry

5 1{3(3&’[’.&(:1 m
to register W
For them,
| by the Nige_l‘iﬂ
requisite permits
plication is also
document and
7ones Authority
twise, within five

Under current Nigerian Law, taxation is enforce
of government: Federal, State and Local gover

; its sphere delineated in the Taxes and Levies (

53 http: i /1
54 Section 9(1)
55 Section 1(1)

of the Nigeria Export Processing Zone Act
of the Taxes and Levies Act Cap. T 2 LEN

. is based.
breathes to the nahir_al marl.

o keep alive.”

stated that “taxation

[t is as necessary to the existence and prosperity
It is not only the power to destrc

31
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by the three tiers
ents.55 Each has
Approved List for -

VWW.NIPC.GOV.INZ /osicabout.himl accessed on 22nd April, 2015

2004. In a related case,

e United States Supreme Court in the case of Nichols v Ames,
is the one great power upon which the Whole national fabric

ofla nation as the air he
y, itis also the power
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sUVELIUNeEnt, approved and published by the Joint Tax Board

are: Companies :

|-‘|.|Ir.lj
Income lax; withholding tax on companies;
Petroleum profif

| ‘@ax; Value Added Tax (VAT); Education Tax;
Capital Gains Tax; and Stam p Duties involving a corporate ¢

ST

1.5.1  Joint Tax Board Taxpayer Identification Number (JTB
TIN) |

The FIRS is charged with issuing a Joint Tax Board Taxpayer
[dentification Number (JTB TIN) to every company, enterprise and
individual in collaboration with the State Boards of Internal
Revenue and: Local Government Councils. The Joint Tax Board

Taxpayer Identification Number is unique for every registered tax
payer mn Nigeria and not limited to FIRS taxpayer alone.>?

i (552 Maj or l'axes Relevant to Foreign Direct Investment (EDI)
1. Personal Income Tax

The current law guiding the tﬁx:atimn of personal incomes is the
Personal Income Tax Act.58 Under the law, federal and states’ tax
boards are empowered to identify persons living in or earning
~income from their incomes using specified guidelines and rules.
This law also guides the tax official in identifying the residence of
potential taxpayers, as well as the source and origins of their
incomes. for the purpose of taxing the income.s® There are two
forms of taxes that are administered under the Act namely (a) Pay

-As ~-You-Earn (PAYE)®0i.e. taxes from employment, and (b) taxes
from self- employed persons.

56 Cap. T2 LFN 2004
57 http://www.firs.gov.ng.obt

amnimg % 20and % 20updatin P % 20your%:2
accessed on 25t April, 2015
8 Cap P8 LFEN 2004
59 Section 56(1)&(2) of the Personal Income Tax Act
60 Section 8(1) of the Personal Income Tax Act
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- specified activities are exempted.®

* withholding tax. During transactions, when a pay!
' one person to another, the person making the pay

| " deduction. Itisan advance payment of | |
“individuals and organizations are entitled

withholding tax creditnote.

61 Section 40(1)
- " 6 gection 4 of tl
i# @ gection 3 of the
1} G -*54 Section 2(1) of
~ &Paragraph4(1)
* 71 withholding tax)

N e
i R
e IRy B

L
i £
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HIL i AW tl,. )1 111\ : .|
A\ \ 1 |

Panies [pneome 1ax

I'he Culrent in all sectqrs 18 thir s kobe

~ COmpany jncome tax rate |
i_"‘h SVEI'Y naira.o | he tax 18 la,-.l}mhh* on profits acciuing in, derived
from, Dbrought

investment. In

received from a tradle business o
a Hluiﬁ"irll levy of fifteen| percent will be

: ! . , |
including banks

Value A dded Tax (V AT) |

Imnta or

. addition,

111.

Value added tax is charged ata flat rate of five pergent of net value
added based on eljeible transactions once donsumed 62
individual, busmegg,nargarlizaﬁﬂn or governupent agency is
exempted from the tax, Only goods and services and specifically

INO

iv. Capital Gains Tax

This Tax is chargeable at the rate of ten percention capital gains
arising from the disposal of capital assets.®*

V. Withholding Tax
amd services to
ment is due from

ent is expected

to deduct tax at the applicable rate and remit it tq the relevant tax

authority.65This should be done not later tlma:n 30 days after ‘c'he
ax at five percent to which

‘to demand a

Nigerian, law subjects certain activities

of the Companies Income Tax Act
se Value Added Tax Act

Value Added Tax Act

the Capital Gains Tax Act

of the Personal Income Tax( rates, eic of tay

Regulations.

deducted at source(

33




.66 Cap. 58 LEN 2004

 section 126 of the Evidence Act 112, LFN 2004( as amended) by the Evidence Act

Legnl And Regiilator y Framework For Resource Diver ification In Nigeria:
Cilol Bl ation And The Pro: Ifh'rf 'r..'f [esolree Diver: Ifﬂ"f”f"iH

vi. Stamp Dutiegoe ;

I'he primary essence of duty stamping agreeme nts and/ or |
instrument is that such documents become valid, legal and :
admussible in any tribunal or court of record in Nigeria. Therefore, {
the duty stamping of instruments is actually in the best interest of E
the contractor or consultant in case of trouble. The federal
government shall be the only competent authority to Impose,
charge and collect duties on instruments executed between a E
company and an individual, group or body of individuals, while |R
the states’ government shall collect duties on instrument executed E
between persons or individuals.&’ Stamp duties are a form of 7§
taxation paid to the federal or state Governments on documents
such as Conveyances on Sale, Agreements, Contracts, Bills of
Exchange, Promissory note and instruments.®® Stamp dufies
require that the above listed instruments must be stamped.
Consequently, any unstamped instrument will not be admissible

in evidence in court in Nigeria.®

AL ks

[

vii. Education Tax70

P TY W Sempa e, FE R L v e
ol T AT

Set thrc:u_gh Decree No. 7 of 1993 and commenced implementation
in 1995, the education tax is imposed on companies registered in

il

Nigeria that are liable to pay tax on their assessable profits as g _'
e :

defined in companies income tax act as-the case may be. The rate
of the tax is 2 percent of the assessable profit.”? The assessment of

67 Section 4(1) &(2) of the Stamp Duties Act
68 Dadem Y. Y, Property Law Practice m Nigeria, Jos Uuwemﬁy P1ess Limited , jos

Nigeria, 2009 pp.22-23
69 Gee sections 19 & 22 of the Stamp Duties Act, Cap 58 LEN 2004, see also

of 2011
70 Cap. E. 4 LFN 2004

71 Sectmn 1(1) of thE Educatmn Tax Act
B S 34
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concurrently

viiii Ni{-‘l:' “q ! ! L, " .' 1 o = ] Fgy
5elan Socia] [pyestment 1rust Fund (NSLLE) T,

-
Governed by the Nigerian Social Investment Trust Fund A
tax requires L—wm-}-{:mh- wmplﬂ}"ﬂfd in a Nigerian 1hcor
company to contribute 4 certain percentage of their ¢
fund” The contribution js based on the assumpti
maximum basics salary jn Nigeria is 48,000 Naira per
Expatriates are excluded from this requirement | wh
contributor is an employee, 2.5 percent of his salary 1s
maximum of 1200 Naira per annumy where the ¢

employer, 5 percent of basic salary.

On t

1.6 LAND PROCEDURES: LAND USE ACT 1978 73

Investors who are interested in the acquisition
roperties are expected to comply

Act in an effort to impose land r
teniure system for the country T
r—__ight to land but confers all proprie
ﬂt}ef"Land Use act, land in each state e€xc

te governors who. are charged
d allocation.”# Governors “have

‘ban land within their state”,

-ﬁdﬁ\irdstration an
authority over all u &
5 4 thority over all non-urban Jand.

_._-—-—""-_

| ??.SEEtlﬂl'l 10(1) the Nigérian Social Investment Trust Fund Act
"74Section 1 of the Lm?d Ub%icfﬁct
- 755;6{1911 2(1) of the LandU 5 P

6 Section 2(2) of the Land =% 35

LX

Ct, this

alary to the

hat the
annum.
ere the -

subject to a
onftiibutor is an

of landed
with provisions qf:Land Use
nment issued the Land Use
eform and establish a uniform land
he Act guarantees all Nigerians the
tary right m the state. Under

luding fed¢ral land, 1
with land

principal

while local
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Clobalization And The Prospects Of Resottrce Diversification

The Land (5

e -'rl."'i' !
statu

tOIrv Oce recognizes two types of oc« upancy rights:
Y OC Hi}'”lt'\,'

lights and customary occupancy rights.

I-{jl Ht':]{llli]]"f I{”l

ht of Occupancy
Individuals

. and entitieg
for

S can obtain a statutory right of occupancy
urban and hon-urban land. Statutory occupancy rights are
: 51‘3““‘?‘% by governors, with the assistance of a Land Use and
£ Allocation Committee, for g definite term under leasehold.
i Conditions are set in
|

S the Certificate of occupancy. Recipients of the
?El'tl.flcafe are obligated to pay the state for any un-exhausted
tmprovements on the Jand (i.e. improvements with continuing
ing or irrigation system) at the time the
sion and must pay rent fixed by the state.
le only with the authorization of the state

value such as a builg
| recipient takes posses
] : - Rights are transferah
Governor, |

At present, most of the land in Ni

are fixed at the governor’s discretion. Land may be leased for as
“long as 99 years, though the length of leases in industrial estates
varies from state to state. Foreign companies and individuals may
acquire land buildings; however, there are varying local
constraints on the type of lease they may hold.

geria is for leasehold and rates

1.6.2 Customary Right of Occupancy

Local governments may grant customary rights of occupancy to
land in any non-urban area to any person or organization for
agricultural, residential, and other purposes, including grazing
and other customary purposes ancillary to agricultural use.
Recipients of customary rights of occupancy must pay annual tax

| the approval of the gﬂvémqr (for sales of rights) or the local
| government (other transfers).

36
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Status 1s a tax holiday g oranted to qualified industries

©1987) 4 NWLR p. 314

b “..., ,.IHI
adivi | , ! TOT statutorv o
| .l']l“t]l'.'*lll”'”1:’1[\’ I i 1510
1'] LE '} ™ 5 ' _I = |r4.'. I'.l i
*: "'I‘ '-lr L] "-,. Lt‘l]]*qt,""l!l‘t'.{ .\.'nF]_[Ei 'ml]I]i]l,r. 1] .!l
LNoldin e« {owevel, Nigeria s inftormal |
t'.‘\k.;ij[lf;['\'l.‘ LT 1rban 1]-'“1 |']‘l|-”-'11\,r Ilqu]I cdllPels [” i|'-"'-.-;ill.|5;|_

JI1L11E311=111H1'.1_‘; t:ktl,.* t‘ll'l‘l Htill }11'-._}‘“{‘!]]“*{{ ]'”]I fll]”l[ﬂl'f_“ v !r'-fifi I

Obtaining a
and the Process takes an average of 6 to Y months. 1 e
must also pay 5 series of fees, inc lmimw an annual reff
tor the use of th,  land, paid to the local government. |J
a state governor and local government can re voke
L‘JEL-Llpﬁztﬁ- for a public purpose or in the event of lr
provision set in the certificate.”7 Tenure security i
Nigeria and Jand rights are transferred mostly

markets. f"\fi.’]l‘t‘f{_'mer, the Land Use Act of 1978 is DFLC(:]F

11 1[-.”1,_'{ 'uriﬂ_ﬂ LH'LWI}]L”IL'\"' l"n'f“lf[!rlir , |,,:.-[

d Tignt Ol
each or a ny
thus low in
N informal
porated into

the 1999 constitiution of Nigeria (as amended), making it difficult

to revise or replace,
1.7 INCENTIVES FOR INVESTMENT
1.7.1 Pioneer Status

The grant of pioneer status to an industry concerned

1s to make a

reasonable level of profit within its formative years. The profit
made is expected to be invested back into the business. Pioneer

anywhere in

WSEE the case of Osho vs Foreigit Finance Corporation ( 1991) 4 NWLR ( pt 184) P.

157, where it was held thatby virtue of the provision of section 2
Use Act, the Governor of a state has power to revoke a right ¢

8(1) Of the Land
f occupancy for

overriding public interest. The power of the Governor to rqvoke a right of
occupancy must be for overriding public interest and for reqjiirement by the
Federal Government for public purposes. Therefore, any revocatjion for purposes

oufside the ones presc ribed by Section 28 of the Land Use Actis 2
a.nd intention of the Actand can be declared invalid, null and voi(

gainst the policy
{ by a competent

court. See further, Dabip vs Kolo (1993) 9 NWLR ( pt3l?) Dantymbu vs Adene (

37
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located FOEVEN yvear tax hwifrln‘/ LN respect of Industries
LCate i‘L'kH!l!H]: 1LY
. f | | [ ( .],J}, ':Ir'bJ](’T!.-'"r]“[f];”'{! If][;][ ;J;fj-n,fif]'iHHr_'ILE cdlieA .“jf H"l‘-_"
Hut‘r.lltﬂil. A Flve V | |

’f'.;]ll el X

COMpanijes L0 1T {;

N eligible jng
of

hu”rf;iy which 1s in relation to
X 15 slanted in e s
UStries While

IlH'élh'qf

pect of companies Operating
@ seven year holiday is given in respect
1N €conomically disadvantaged Joca
e ii!jl.‘il?i Of the fmhrrglljm't.'f” f,'nra'f:ntlj/, there are Seventy
;;;‘;P f;}; U;i:[ ;Iﬂll*lifuﬁh:.ies that can b[{f']tlﬁ t from p;’f:anf:er tax hr.:iifdea

e dustrieg on the pioneer status list are: rubbe
Plantation and PTOcCessing, reg]

INndust 'les

sOVernment

:
estate development and utilities,

. i the [ist of pioneer industries and
Ploneer products 8o

by virtue of the provisions

Regulation of 201481, The Pioneer Status [ncentive Regulation
provides additional

conditions to those contained in the Industrial
Development (Income Tax Relief) Act for Processing an

application for pioneer status Incentive,
1.7.2 - Taxrelief for Research & Development (R&D)

Industrial establishments are expected to eng

age In research and
development for the improvement of their pro

cesses and products.

!

L

78 http:// wn-m-v.nipg:_.gw.n g/investment.html acessed on 25th April, 2015
7 Section 1 (1) of the Industrial Development ( Income Tax Relief) Act

80 Section 1(2) of the Industrial Development ( Income Tax Relief) Act
81" Section 3(b) of the Pioneér Status Incentive Regulation of 2014
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174 In-Plant Training

facilities that mrdma:ﬂy should be provide
(including access roads, pipe borne water and elec

_ & hﬁ'p://wwxg;_u_i&;

-~ on 25th April, 2015

BIU LAW JOURNAL

of expenses on resear h and deve

B i

:'._ 1O i "I'- :

t 5 L 4 w, L'hl'nl,:l-\.:\--.lllt
g '-.1-,.,'| ¥ & k% i ]
X Lapable of being subtracted, |

carried out in Nideris

rovided that ciieh . '
E | | | NElsTs 'I ::i‘|!"{

development activities Aare N1 LI
connected with the business Tom which income| or profits are
derived. For the pLu‘pOSE of resea rch and Lit'i-‘r'|r|||ilrli'r t on local

5 , 4 1L | |

raw materials, 140 percent of expenses are allowled. Where the
research is lone term, it will be regarded as a capital expenditure

3 Capws L . A . | i
and will be written off agamS‘E P ofit.82 |

1.73 Capital Allowances

Different rates apply to different expenditures. The amount of
Capital Allowances to be enjoyed In any year of assessment 1S
restricted to 75 percent of assessable profit in case of

manufacturing companies and 66 percent in case of others, except
for companies in agro-allied industries that are not pffected by this

restriction. If leased assets are used agro-allied ventures, the full
(100 percent) c:apitzﬂ allowance claimed will be granted. Moreover,

where the leased assets are agricultural plants and equipment,
there will be an additional investment allowance gt 10 percent on

such expenditure.®

This is a form of incentive granted to industrial estaplishments that
have set up in-plant fraining facilities. Such industries enjoy a 2
percent tax concession for a period of 5 years.*
175 Investment in Infrastructure

This is a form of incentive granted to industrigs that provide
d hy government

tricity). Twenty

13

pril 2015.

gov/investment.html accessed on 25th A

S v — bR /3 wesondives.hiiml accessed
B http:/ /1.3;1,.1,,15_1111_!_1&@;&1’-11%/ about-nigeria/ investment-mcett :
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1.7.6 Investment 111 Ec

Onomically Disadvantaged Areas

A pioneer j SRt 1 . . : -
j} eI Industry located i economically disadvantaged Local
overnment Aran 1e A ‘L . ' ] :

G nent Area is entitled to 100 percent tax holiday for 7 years

and an R . TS
. addm?ndl © percent capital depreciation allowance over
and above the initial capital depreciation allowance.8¢ |

.7 Tab om' Investment Mode of Production

hndush‘{es with high labour/ capital ratio are entitled to tax
CDQCE;SSIOI'IS. These are industries with plants, equipment and
machmery that essentially are operated with minimal automation.
Where there is automation, such automation should not be more
-than One process in the course of production. The rate is graduated
m;suf:h a way that an industry employing 1000 persons or more
will enjoy 15 percent tax concession, while an industry employihg

200 will enjoy 7 percent and those employing 100 will enjoy 6
percent, and so on®”. |

1.7.8 Local Value Added

T'his is a 10 percent tax concession for 5 years. It applies essentially

to engineering industries, where some finished imported products

serve as inputs. The concession is aimed at encouraging local
fabrication rather than the mere assembly knocked down part-sﬁﬂ

85http:// wwvw.zeberced.com/en/haber/investment-incentives-in-niceria
accessed on 25th April, 2015 - 4

86 http:// www.investor.ng/resource/ ?s=investment+incentives+in+ N
accessed on 25th April, 2015 34

87 ibid

88 ibid
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1.8 GLOBALIZATION AND

'181 What is Globalization?

e i*‘“"']“‘*-1.“,1rm'ml Allowance
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1.7.10 Minimum [,ocal Raw Material Utilization

A tax credit of 20 percent is granted for 5 yeas to industries that
attain the minimum level of local raw materials sourcing and

- gy

utilization.® The minimum levels by sectors are:

¢ Agro-allied - 70%

* Engineering - 60%

¢ Chemicals - 60%

e Petrochemicals - 70%

DIVERSIFICATION

The phenomenon of globalization began in a px

RESOURCES

imitive form when

humans first settled into different area of the world; however, it

has shown a rather steady and rapid progress

in the recent times

and S'peed.and scale, so that countries in all five continents have

been affected and engaged.

bd on international

" Clobalization is defined as a process which, bas
. ‘strategies, aims to expand business operatior
A level afld was pIEClpltatEd by the facil

1". it b e L x ~ f;d on
B it/ www. nipc.gov.ng/mvestment.htiml accesse

.90 jbid .

s on a worldwide
tation of global

n| 25th April, 2015
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coliununicatons  due to technical advancements, and

J i

:_._“11\]__‘! r1 s "‘_ 3 . . ! S
Ocloeconomic, political tednization a superior competitive

bosition with lower ratine - - il i)
; | | .b” e Gt "””‘-ﬁ COSts, to galn j{ii'i-fLHﬁE:i' numbers of
I'OAUCTS, services One i P S | _ g
} % 485 “‘_‘"_‘H nd consumers. L his approach to completion is
gained via additional markets

Rl | , and accessing new raw materials
and resources?, Diversific

,-nmn O 1 'Sources 1s a business Htrategy
| | of businegs products and services within
various orgaruzation risk factors, Spreading interests in different
areas, taking advantage of marke _
companies both horizontal and

that increases the variet y

vertical in nature,
1.8.2 Components of Globalization

I'he components of globalization include Gross Domestic Product

.(GDP)" industrialization and the Human Development Index
(HDI). The GDP is the market value of all finished goods and

SEIVices produced within a country’s borders in a year and serves

as a measure of a country’s overall output, Industrialization is a
process which, driven by technological innovation, effectuates
social change and economic development by transforming a
country mto a modernized industrial, or developed, nation. The
human Development.  Index comprises three components.
Specifically, a country’s (a) population’s life expectancy (b)
knowledge and education measured by the literacy and (c)
income. | |

The degree to which an organization is diversified has bearing on
the strategies that it uses to pursue greater development and
investment opportunities.

183 Globalization and Prospect of Resource Diversification-

Globalization compels business to adapt to different strategies
based on new ideological trends that try to balance rights and
interests of both the individual and the community as a whole.
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Lhis change enaples busing

it can cause high remuneration of capital due

BIU LAW ]HLFH\M_

55 1O compete h*lur’tjr'ltfwifif- and also

. ; . 11065 | g N ~ | . = !'

Signities a dramatic change for l”-”“‘_”” ss |leaders, labor and s

111&]1:.1'{"011‘“1111 l‘l\’ ‘Lluttllllnl{‘ly fl{__'L'L:}]l”]}]; t}i“_‘_ [};“‘“r.][”]-;”,ifﬂl 'f-jf: !
\ .{.j ] .

workers and ggyernment In developing
T - ; ok, T I . 2% .
company policies and strategies. Risk reducti

can be accompligshed through company

nternational financial institutions and partngring with both local
and multinational businesses. (Investing overseas begins with a

. . ; . _ LT S ]
determination of the risk of the country s v

AT ! e Fire
1 { implementing
nvia diversification
nvolvement with

estment climate). 1

Globalization brings re-organization at the 1

ternational, national

and sub-national levels. Speciﬁcally, it bringd the re-organization,

international trade and the integration o
phenomena, such as business competitivenes
the transformation of the production structurs
capital. Globalization is now seen as ma
educated and low-skilled workers. Busines
longer automatically imply increased emplo

compared to labor.

The phenomenon seems to be driven by
globalization of all products and financial
and deregulation. Globalization of product a
refers to an increased economic integration

financial markets,
s, at the global level,
» and organization of
reinalizing the less
5 expansion will no

yment. Additionally,

to its higher mobility

three major forces:
markets, technology
nd financial markets
in specialization and

economies of scale, which result in greater trade in financial

——

services through both capital flows anc

cross-border entry

activity. The technology factor, specificall

telecommunication

. l
and information availability, have facilitated remote delivery and ‘1
provide new actess and distribution channels while revamping |

industrial st uctures for financial services

Oy allowing entry of

non-banking entities such as telecoms and utilities.

Dere gulaﬁﬂﬂ pertains to liberation of capital ccount and financial
services N products, markets and gED;ﬂPth locations. It
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1.8.4 Beneficial Effects

Sif}ll“ll('f economists have a positive outlook regarding the net effects
of globalization on economic srowth. These effects have been
analyzed over the years by several studies attempting to measure
the impact of globalization on various nations’ economies using
variables such as trade, capital flows and their openness, GDP per
capita, foreign direct investment (FDI) and more. These studies
examined the effects of several components of globalization on
growth using time series cross sectional data on trade, FDI and
port folio investment. Although they provide an analysis of
individual components of globalization on economic growth,
some of the results are inconclusive or even contradictory.
However, overall findings of those studies seem to be supportive

of the economists’ position instead of the one held by the public
and non-economist view.

Trade among nations via the use of comparative advantage
promotes growth, which is attributed to a strong correlation
between thie openness to trade flows and the effect on economic
growth and economic performance. Additionally there is strong

positive relation between capital flows and their impact on
economic growth.
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1.8.5 Harmful Effects
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1th global capital

It sound domestic
Intries have lower

s, and lower levels

e costs associated

with globalization to outweigh the benefits, esp

run. Less wealthy countries among Nigeria fro
industrialized nations may not have the same |

beneficial effect from globalization as more
measured by GDP per capita etc. Free trade,

opportunities for international trade, it also in

ecially in the short-
n those among the
ighly-accentuated
wealthy countries
although increases
creases the risk of

failure for smaller comipanies that cannot compete globally.

Additionally it may drive up production and la

hor costs iru:luding

comparative or

higher wages for more skilled work force. Don‘;estic industries in

~ some countries may be endangered due t

absolute advantage of other countries in specific industries.

Another possible danger and harmful effect

" obuse of natural resources to meet the new hig
A _ prOdUCtion of gODdS.
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