As stated in Chapter the Small and Median
Enterprises Development Agency of Nigeria
(SMEDAN) and the National Bureau of
Medium Enterprises (MSMEs) account for
over 83m of all Nigerian jobs.
Also, SMEDAN and NBS concludes that:
The initial start-up capital of micro
enterprises were predominantly less than
fifty thousand Naira, while small and
medium enterprises were predominantly
less than ten million Naira.
The main challenges confronting the
operations of MSMEs in Nigeria are access
to finance and poor infrastructure.
The total number of persons employed by
the MSME sector as at December 2010
stood at 32,414,884.
The ownership structure by age showed
that the age bracket of 24 50 dominates.
Hence youth entrepreneurs are dominant.
The three priority areas of assistance to
MSMEs are access to finance, provision of
infrastructure and regular supply of power
and water.

Emeka Emmanuel Okafor - Department of Sociology,
University of Ibadan.

The National Assembly articulated various
instruments that evolved into actional tools to
help the executive create the environment for
jobs to grow, enterprise to prosper and reduce
the burden of regulatory compliance.

These Bills and areas of intervention will deliver
tangible outcomes that is aimed at boosting
the fortunes of SMEs, job creation and access
to credit for business growth. These include:
i.

The Public Procurement Act (Amendment)
Bill

ii.

Companies and Allied Matters Act (Repeal
& Re-enactment) Bill (CAMA)

iii. Investment and Securities Act (Repeal and
Re-enactment) Bill
iv. The Secure Transaction in Movable Assets
v.

The Nigeria Independent
Regulatory Agency Bill

The Economic Impact Analysis for these
National Assembly bills have already projected
conservatively that removing constraints to
MSME access to finance through the proposed
legislative initiatives would result in a 50%
increase in capital available to MSMEs as
well as improvements in MSME productivity,
employment and income. The impact of
increased capital (based on the relationship
between MSME capital and productivity in
2012-2013) will lead to an average of 1.57
million jobs yearly with income growing by an
average of 5% per annum.

Warehouse

vi. The Franchise Bill
vii. Credit Reporting Bill
viii. Electronic Transactions Bill
ix. Federal Competition Commission
x. National Payment Systems
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Nigeria
imports
vast
quantities of goods and
services. Crude oil still
dominates the economy and
remains the main contributor
to export earnings.
With a fall in oil prices on
the international market,
the need to stimulate the
productive sector of the
economy and diversify from
excessive reliance on oil is
at the core of the Made-inNigeria campaign which was
initiated by the President of
the Senate, Dr. Abubakar
Bukola Saraki in September
2015. This
underscores
the idea that it is no longer
sustainable for
Nigeria
to keep importing large
quantities of basic foodstuff
that we can grow and process
locally. In the same vein,
there is little justification
for the importation of
everyday items that our local
manufacturers can process
and are producing in good
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numbers including simple
office equipment, textiles
and processed food, and
this offers opportunities to
reduce imports and create
employment for the majority
of our people.
that the perception of many
Nigerians is that most made
in Nigeria goods are not
produced to high quality and
as such, these products are
frequently unable to compete
with imports. There are
many reasons for this lack of
competitiveness, including
low levels of training in the
workforce,
difficulties
in
sourcing suitable material
inputs and the poor state of
infrastructure.
In order to build a backbone
to
support
Made-inNigeria, the 8th set
its
sight on the amendment
of the Public Procurement
Act as a veritable tool to
demonstrate the demandside commitment of the
government.
Although
precise
statistics
are
not available, unofficial

estimates put the proportion
of
imports
in
federal
procurement at around 90%.
This compares with figures
of less than 5% for many
large economies.
The Bill seeks to amend
the Act to provide for
local content and timely
completion of procurement
process in Nigeria. The
Bill will ultimately make
procurement
processes
more transparent, increase
efficiency and accountability,
and
promote
local
manufacturing in Nigeria.
The
Amendment
also
allows preference for public
procurement
of
locally
certified goods and services
from small and medium
enterprises (SMEs) in the
country. The impact of the
Bill would lead to the creation
of massive job opportunities
as it makes it mandatory
for priority to be given to
local manufacturers and
indigenous companies in
government procurement of
goods, works and services.

The amendment of the
Companies
and
Allied
Matters Act (CAMA) 1990
is intended to strengthen
the
regulatory
capacity
of the Corporate Affairs
Commission and improve
the
Nigerian
business
environment by encouraging
the stimulation of economic
activities. The amendment
develops a legal framework
that
encourage
the
registration, regulation and
growth of small businesses
economy.
The Companies and Allied
Matters Decree No. 1 of
1990 was promulgated to
repeal the Companies Act of
1968. Since its promulgation
into law, the Companies and
Allied Matters Act, Cap. C20,
Laws of the Federation of
Nigeria, 2004 is now over
20 years old with minimal
amendments
during
the
period. It became apparent
that the entire Nigerian
corporate
landscape
was heavily
hamstrung
by several provisions in

CAMA that impede modern
business practices in the
light of national and global
reforms,
particularly
as
legislations
setting
up
most peer regulators have
since been amended on
different occasions.
The
8th Senate concluded that
the provisions of the Act
are no longer in line with
global trends and requires
extensive amendments.
The proposed amendment
to the Act is one of the most
critical pieces of legislation
with a direct impact to the
Nigerian business climate
and Micro, Small and
Medium Scale Enterprises
(MSMEs). It also directly
affects the influx of Foreign
Direct Investments (FDI) into
Nigeria because it is relevant
to ease of doing business
and ease of investing in
Nigeria.
So it is clear that the
8th
National
Assembly
recognized the deficiencies
in the business environment
and placed strong emphasis
competitiveness.

Company Law and Corporate
Governance is a critical part
of this legal framework. It
sets out the legal basis by
which companies are formed,
operated and managed,
provides
the
corporate
vehicle
that
enables
individuals to collaborate in
business as well as the legal
structure through which
companies are financed and
sets the rules for company
boards, shareholders and
the exercise of decisions
on business growth and
investment. It is the means
by which individuals are held
to account for the exercise of
corporate power.
Therefore, an effective legal
framework of
company
law is a key building block
of a modern and business
friendly
economy.
A
genuinely
modern
and
effective legal framework
can promote enterprise,
enhance competitiveness
and stimulate investment.
Conversely, an ineffective
or
outdated
framework
can inhibit
productivity
and growth and undermine
investor confidence.
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The proposed Bill no longer mandatorily
requires small companies to convene and hold
Annual General Meetings.

The Bill reflects several key provisions.

This makes it possible for a single person to
form a private company is being introduced
for the first time in Nigeria. This provision is
consistent with what is obtainable in several
other modern economies such as the United
Kingdom, India and Singapore.

To ease the process of doing business,
amendments were proposed in the Bill
provides a process for a company to reduce its
share capital by enabling private companies
to reduce share capital of such companies if
a special resolution to that effect is passed,
without the added burden of applying to court
for a confirmation of the reduction.

The Bill introducedarescueandinsolvencylegal
regime for a company that is not focused on a
ing companies
from insolvency through inclusion of an
insolvency framework. An effective insolvency
regime in Nigeria has a dual aim. The first is
to save viable businesses and, the second
is to ensure that non-viable businesses can
quickly exit the market and allow deployment
of assets to more productive firms. The
regime will also lower costs of credit, increase
access and availability of credit, improve
creditor recovery, strengthen job preservation
through reorganization and business rescue
and promote entrepreneurship, among other
benefits for small businesses.

The proposed Bill further eases the regulatory
burden of companies by making provisions
which limit the requirements to appoint a
Company Secretary to public companies. This
then makes it optional for small companies
and companies with one shareholder.
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One of the objectives of the Bill is to enhance
minority shareholder rights. The amendment
also regulates related-party transactions and
shareholders access to judicial redress and
protects the
rights in corporate
rall
corporate governance standards and ease of
access to financing from capital markets.

The Bill mandates the disclosure of beneficial
interests in a
shares and prescribes
punitive measures for failing to disclose such
interests. In this regard, where a person holds
interests on behalf of another in a nominal
capacity in a company, both parties (the
owner and the nominal holder) are required
to disclose the beneficial interests to the
company in question.

The Bill exempts a company from appointing
auditors if it has not carried on business since
its incorporation or in a particular financial
year and where the
turnover is not
more than N10m and its balance sheet total is
not more than N5m.

By making the provisions of the Act
friendlier to MSMEs, the amendments
have the potential to increase the activities
of MSMEs, thereby growing the Nigerian
economy.

of small companies. Such companies
will now be exempt from the yearly audit
process and this invariably means that
cost is reduced and more money can be
ploughed back into the businesses for
expansion. For the Nigerian economy, this
translates into more jobs..

Another impact of the amendment is to
reduce the financial reporting obligations
The amendments to the Act make it
more attractive for small businesses
operating within the informal sector, which
contribute about 64% to the GDP. These
companies will be able to formalize their
businesses by registering at the Corporate
Affairs Commission and has the potential
of widening the tax base of the country,
increasing revenue earned from taxation
of corporate entities and diversifying the
economy.

The introduction of model netting
provisions in the amendments as a means
of mitigating credit risks associated
with over the counter derivatives
promotes financial stability and investor
confidence in the Nigerian financial
sector. The amendments also minimize
risks associated with the performance of
certain large financial institutions, thereby
making the financial positions of Nigerian
financial institutions more secure.

As earlier indicated, the introduction of these
amendment to the Act greatly improves the
ease of doing business and generally enhance
the business climate in Nigeria. If they are
passed into law, there will be economic
benefits to the country.
A more business-friendly regulation for Micro,
Small and Medium Enterprises. The survey by
the Nigerian Bureau of Statistics (NBS) and
the Small & Medium Enterprises Development
Agency of Nigeria (SMEDAN) referred to
earlier had determined that the existing Act
regulates mostly larger type companies and
imposed unnecessary costs on smaller type
companies. According to that survey, the
MSMEs in Nigeria contribute almost 50% of
the Gross Domestic Product (GDP) in nominal
terms and account for 84.02% of all jobs.

Investor confidence in the Nigerian financial sector, and indeed all sectors of the economy, is
expected to significantly improve due to a competitive and business-friendly environment where
companies are regulated in line with global best practice.

the challenges of modern markets in which business and investment decisions
are increasingly determined by global conditions. This increasingly global
marketplace should incorporate regulatory conditions which are modelled
around international best practice.
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legalframeworkforundertakingbusinessinthecountry
mustreflect the challenges ofmodern markets in which business
and investment decisions are increasingly determined by global
conditions.
The amendment to the Investments and
Securities Act (ISA) seeks to strengthen the
capacity of the Securities and Exchange
Commission (SEC) to regulate the capital
market , especially the bonds market, more
effectively and maintain proper standards
of conduct and professionalism in the bond
security business. It will enhance investor
confidence and improve ease of investing and
doing business in Nigeria.
The proposed amendments also sought to
reduce the cost of compliance to existing
regulatory requirements that do not add to the
efficiency of the market.

The Secure Transaction in Moveable Assets
Act, 2017 was a major attempt by the 8th
National Assembly to further ease access to
credit for SMEs through the establishment of a
National Collateral Registry that will facilitate
access to credit secured by movable assets.
The Act makes more funds available for small
businesses which will in turn create more jobs
and increase productivity.
The Act provides for secured transactions,
registration and regulation of security interest
in movable assets that will facilitate access
to credit secured with movable assets. It bill
establishes the National Collateral Registry in
the Central Bank of Nigeria (CBN) to receive,
register and store information about security
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interests in movable assets. The registry will
increase the availability of credit and reduce
the cost of credit, as SMEs will leverage their
assets into capital for investment and growth.
Movable collateral provides the basis for
free-flowing credit markets and reduces
the potential losses lenders face from nonpayment.

It is established that access to finance is a
major challenge to MSMEs in Nigeria, as it is in
many countries. The Credit Reporting Act, 2017
will open credit facilities to a larger population
of Nigerians through a consumer credit
system, facilitate the production of effective
credit data bases that can be leveraged as
a risk assessment tool in determining the
credit worthiness of individuals seeking
ncial system,

promote a fair and competitive credit reporting
system and set standards and conditions for
the establishment, regulation and operations
of Credit Bureaus.
It is already acknowledged globally that by
facilitating the exchange of information, credit
registries and bureaus help creditors to win
new borrowers and to price loans correctly.
A 2008 World Bank survey of 91 banks in 45
economies documented that the availability
of credit information is a critical factor in
access to finance for MSMEs, particularly
in developing economies where 70% of
banks reported that the presence of a credit
bureau facilitates lending to this category of
borrowers.

The Act provides a framework for credit
reporting, establishment of credit bureaus,
facilitation and promotion of access to credit
and it also enhances risk management in
credit transactions. It provides for licensing
of credit bureaus, providing information
-paying
habits.
Adequate credit information could facilitate
lenders in screening and monitoring
borrowers as well as avoiding giving loans
to high risk individuals. At the same time,
consumers benefit from a good credit
information system because it reduces the
effect of credit monopoly from banks and
provides incentives for borrowers to repay
their loans on time.
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Competition between businesses has been
shown to increase efficiency, expand choice
for consumers and drive down prices. Consider
the following:
In the United States, in a contemporaneous
review of the deregulation of natural gas,
long-distance telecommunications, airlines,
trucking and rail, it was reported that real
prices dropped by at least 25 per cent and
sometimes close to 50 per cent within ten
years of deregulation in those industries. At
the same time, there were improvements in
the quality of service.

The Bill establishes the Nigerian Independent
Warehouse Regulatory Agency to regulate
the operations of licensed warehouses and
provide a regulatory framework for trading
in warehouse receipts, enable depositors
store agricultural or other commodities in
commercial warehouses and upon issue
of negotiable warehouse receipt by the
warehouse, be able to use it as collateral to
obtain finance from a financial institution
and make warehouse receipt valid negotiable
instruments.
With this kind of financing, a farmer or trader
delivers his produce to a warehouse that has
been approved, the warehouse then issues a
receipt vouching for the quality and quantity
of produce being stored. The bank may upon
production of this receipt, provide funding
to the farmer or trader. The receipt acts as
collateral for the bank, giving the financial
institution the right to take ownership, if the
loan is not repaid.

The Bill repeals the Consumer Protection
Act to establish the Federal Competition
and Consumer Protection Commission and
the Competition and Consumer Protection
Tribunal. It seeks to promote competition in
Nigerian markets at all levels by eliminating
monopolies, prohibiting abuse of a dominant
market positions and penalizing other
restrictive trade and business practices.
In promoting competition, not only will
monopolies and undue profits be prevented,
it will also enhance efficiency in goods and
service delivery.
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We have already
seen how the work
of the Consumer
Protection Council
has helped to curb
some dubious
business practices.

Pro-competition policy developments in New
Zealand and the United Kingdom are estimated
to have added around 2.5 percentage points to
their employment rate over the period 19781998. Reforms promoting private governance
(i.e. privatization) and competition tend
to boost productivity. In India, economic
reforms comprising, inter alia, of liberalization,
privatization and pro-competition policies
have been introduced since the early 1990s.
As these reforms took effect, economic
growth surged and consumer sovereignty
asserted itself. There are reasons to believe
that developing economies tend to be more
vulnerable to anti-competitive practices
than developed countries. Thus, it may be
particularly important to protect consumers
in developing countries against cartels,
monopoly abuses, and the creation of new
monopolies.

We have already seen how the work of the
Consumer Protection Council has helped
to curb some dubious business practices.
We can expect to see more of this when
the competition (anti-trust) law comes into
operation.
The Bill may deliver several economic impact
to the Nigerian economy.
i.

There are reasons
to believe that
developing
economies
tend to be more
vulnerable to
anti-competitive
practices than
developed
countries.

A 10% reduction in prices in uncompetitive
sectors and a 1% economy-wide price
reduction, both of which manifest as
income effects, especially for poor
households;
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signatures and guarantees predictability in
contracts made electronically. This bill (now
law as it has been signed into law as an
Act of the National Assembly) will offer full
protections to contracts entered into via emails,
and transactions conducted with online shops,
electronic commerce and services platforms,
which are currently not provided for in our
laws. Another obvious benefit of this bill is that
it will reduce the cost of doing business by
eliminating transportation and other logistics
cost. By passing this bill, the Senate gave
legitimacy and local application to the United
Nations Convention on the Use of Electronic
Communications in International Contracts,
which was adopted by the General Assembly
of the United Nations on 23rd November 2005
(the UN Convention).

ii.

The creation of an additional estimated
320,000 jobs over a 5-Year period, with
average job creation of around 64,000 a
year; the total income effect is estimated at
an average of 148bn yearly, and 742bn
over the full 5-Year period; and

iii. A resultant reduction in poverty through
greater employment and lower prices may
precipitate about 12% reduction in relative
poverty in Nigeria over a 5-Year period.

The Bill creates legal, institutional and
administrative framework for the management
and operation of payments clearing and
settlements systems in Nigeria and establishes
the Payment System Management Body to
be recognized by the Central Bank of Nigeria
and charged with the functions of organizing,
managing and regulating the participation of
its members in the payment system.

The Electronic Transaction Bill 2015 is the
first legal framework ever in our country that
provides the legal foundation for electronic
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Another obvious
bill is that it
will reduce the
cost of doing
business by
eliminating
transportation
and other
logistics cost.

The Bill has stipulated the procedures,
mandatory terms and remedies for breach
of franchise agreement which cannot be
waived by parties. This may afford some
protection to local SMEs as well as assure
foreign businesses of the predictability of the
domestic legal framework.
Similarly, the requirement of at least 20%
local content would ensure the participation
of local SMEs in the value chain of franchised
businesses.

This new legal framework emboldens
innovative creativity and open up new areas
of investment opportunity for our young
population and start-ups that have suffered a
lack of support from creditors and investors
due to the absence of this law. The implication
is that the country now has the opportunity to
see the emergence of a new generation online,
electronic application giants in the mould of
Chinedu Echeruo.

This Bill provides a framework for the regulation
of franchising in Nigeria. Franchising is an
important capital mobilisation and enterprise
development model with a unique feature
suitable for the Nigerian market. It is becoming
increasingly useful as Nigerians seek
enterprise collaboration into new markets with
established businesses, they can leverage
experience and brand and this has raised
the need for a regulatory framework for the
industry.
Currently, the practice is to use franchise
contracts. However, the bill now adds a layer of
support confidence and value to the process
by providing the necessary statutory flavour
which provides a modicum of comfort and
cover beyond contract.
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