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ABSTRACT

The provision of a conducive regulatory environment constitutes a mgor
attribute of investment policies that could influence location decision. The others
comprise net incentives, the variety of incentives, the stability of incentives, the
timing of incentives and investment promotion activities.

Over the last few years, the Nigeria Investment environment has witnessed
substantial economic and structural changes.

In the period of boom as the country experienced in the mid-seventies, many
business firms thrived in an era of abundance. During this period, employment,
production and income were at their peak levels and government expenditures rose
considerably. Nigerians then had so much money, but lacking in ideas the best
investment we. could see was to buy out our foreign investors, instead of
establishing our own business.

The business failure became the other of the day as a result of adverse
macro economic conditions. Due to the economic recession, firms found themselves
in extremely hard conditions to the extent that survival has become of paramount
importance.

The restructuring of Nigerian economy since 1986 has increase the tempo
of the need for competitiveness in the Nigerian investment environment.

The political instability which took its toll in the early 80's has greatly
affected the growth and development of investment in Nigeria

The inability of the government to develop an articulate policy for the
purpose of promoting investment in the country also hampered the growth of
investment in Nigeria. For instance the Structural Adjustment programme (SAP),
that was introduced in 1986 greatly affected the mgor Nigeria economic sectors.

In 1988, as part of the Structural Adjustment Programme (SAP), government
embarked on a policy of privatization and commercialization of the less strategic
of its business enterprises. Another mini privatization was embarked upon in 1993-
4 for the sale of banks shares. A third phase of privatization is now under
consideration, this time for the so-called most strategic industries.
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Privatization is a mgor way of attracting foreign and domestic investment
into the country to relieve government of a substantial burden, which it has borne
on behaf of society. Unfortunately, privatization is both politics and economics and
substantial investment needs to be made in educating the public as well as in
repackaging the nation to make it attractive for investment, before such a
programme can have a chance of success.

Since 1993, Nigeria has been pursuing a programme of reforms involving
the deregulation and liberaization of its economy. Assistance from the World
Bank, and IMF are now predicated on the scope and extent of these reforms, such
reforms must include such as are likely to make Nigeria more attractive for loca
and foreign investment.

Nigeria must therefore, look beyond their present situation and develop a
long term strategy to keep abreast and reap the investment opportunities within its
reach and capability.

There is however, no one strategy for promoting the country's investment
opportunities that isoptimal, Nigeriamust determine which investment strategy(ies)
makes the most sense in the light of its economic socio-cultural, legal/political and
technological position.

In the course of writing this thesis the researcher found out that Nigerian
Investment Promotion Commission have some laid down plans on how to promote
Nigeria Investment potential to investors. The researcher therefore, went further to
suggest some effective strategies for the implementation of these plans.

Chapter one is the genera introduction of the project work. Chapter two
which is the literature review; covers every literature (books and journals) that was
available at the researchers disposal. Chapter three which is the research
methodology explains the methods, the approach used in gathering data as well as
the tools of gathering such data. Chapter four contains the presentation and analysis
of the relevant data obtain from the research proposal. Chapter Five which deal
with the findings, summary, concluson and recommendation give some
recommendations and suggestions which in the researcher's opinion will ameliorate
some of the problem which have been proffered.
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CHAPTER ONE
INTRODUCTION
1.1 BACKGROUND OF THE STUDY

The term strategy is derived from Greek word “Strategies” meaning general,
In a military sense, it involves the planning and directing of battles or campaigns.

In business sense however, it refers to the action of management to offset
actual or potential actions of competitors.

It is a pattern of decision (which represent) the unity, coherence and internal
consistency of a company's decisions that position a company in its environment
and give the firm its identity, its power to mobilize, its strength and its likelihood
of success in the market place.

The viability, growth and development of any nation calls for a hierarchical
system of basic objectives, policies as well as establishing the plans and allocating
the resources in such a way that will move the nation forward.

In other word; a nations’ efficiency and growth depends directly on its ability
to put in place the necessary strategies that will bring about the flow of investment
into the country, whether cause by Nigerians or by Aliens resident in Nigeria.

The goal of investment promotion is to make Nigeria the place of choice or
the preferred place for the investors, by putting in place an effective investment
strafegies that will accelerate the flow of investmient into the country.

The importance of promoting investment in Nigeria is now widely known
and accepted. It is therefore imperative for the policy makers (Government) to
analyze the available skills, resources standing, market size and growth and the
investment enviromment which stands as a prerequisite for promoting investment
in Nigeria.

Key steps or approach toward developing appropriate investment strategies

are:-



(a)
(b)

(@)

(b)
©
(d)
(e)

First, start with a market overview of the industry or cconomic sectors that
the natio'n is interested in key issucs here are as follows:-

Has the market growth or declined in volume in the past recent years?
What is the nation's share of the business?

ldentify the key economic sector and conduct a SWO'TBPEST analysis for
each one/

This means that the country must:-

Determine the major external influences and their impact one each economic
sector.

[istablish the factors for success and competence.

Assess the nation’s possession of factors of production for success.
Specify the assumptions on which the investment strategic ' is based.
Finally, state the financial consequences of embatking on the strategic
investment plan.

Four key issues shape the formulation and implementation of strategy for

promoting or enliancing investment opportunity in any given country:-

a.
b.
c.

d.
4y

Opportunities identificd in the business environimen.
Nation's competence and resources capabilities.
[denti ficz'ition ol threats lo investmcnt opportunities.
Nation's culture and value system,

Opporttunity Identified in the Investment Environment:

In order to be able to establish feasible investiment opportunities, a nation

must first search its environment (internal and external) for investment

opportunities that nay be available for exploitation.

It must also scan the environtent for resources that it will need (o tap in

exploiting the identified opportunitics.



A forward looking country must have an efficient information system for
diagnosing the commercial, industry, technological and social political environment.

(2)  Nation's Competence and Resources Capabilitias

Having scannied the environment for exploiting investiment oppottunities, a
country can now proceed to assess its capahilities in exploiting the investment
opportunities identificd. It is no wse pulting in place strategies for exploiting
invesiment opportunities without ilie necessary resources for pursuing it,

(3)  ldentification of Threat to Investinent Opportunities;

This has to do with (he issuc concerning the detcrminationfidentification of
environment thteat capable of impinging the realization of any given investinent
oppottunities. |

This could be internal or external sources. If these identifie<t threats can be
efficiently handled and controlled in such a way that they do not © opardise the
attainment of the investment opportunities; then, the country is in a good position
to cxploit the investrment opportunities that have been identified.

(4)  Nations’ Culture and Value System

National Culture and Value System in this context is a pattern of basic
assumptions - invented, discovered or developed by a given country as it learns to
cope with its problems of external adaptation and internal integration.

National culture contributes to and influence the approach as weil as the type of
investment the country will pursue.

Finally, a strategy that is intended to promote investment in Nigeria, must
first address the question of how Nigeria will mobilize investment both foreign and
domestic, for develapment. In other words, what should we do as a nation to

successfully promole investment in Nigeria.



1.2 STATEMENT OF THE PROBLEM
The knowledge of cffective strategies for pl‘omoting investinent is important
for growth and development in any economy. As noted by L. v. Bowden; ...... to
have growth, there musi be saving, but just saving s not enough. In order o link
savings to growth, therc must be investment. Savings cannot be translated into
growth without investment.”
tlow do we mobilize investinents, both forcign and domestic, for
development, that is the big question. In other words, what should we now do as
a nation to successfully promote private invesﬁnent in Nigeria?
1.3 OBIECTIVES OF THE STUDY
The focus of this research work therefore;
(a)  isto access the inpact of various economic and structural changes on the
Nigeria Investment environment;
(b) 1o provide evidence on whether or not it has any significant impact on the
investor's (both foreign and domestic) decision to invest in Nigeria ot not.
The aim of this work basically, is

(¢) to provide effective strategies {or promoting iuvestment in Nigenia.

1.4  RESEARCI QUESTIONS
With regard to this research work, the relevant questions are:
{a)  Why do some people invest while others do not?
(b)  Whal motivates people to invest?
(¢) Do investors need particnlar skills?
The answers 1o these questions should guide us all in formulating effective

strategies for investiment promotion in Nigeria.

1.5 STATEMENT OF HYPOTHESIS
A hypollicsis is an untested statement of causal rclationship between two or

more variables. A hypothesis determine sets the ground for a research to be carried



out to determinte the causal! relationship between variables. The ouicome of the

study will either validate the hypothesis or make it invalid. The statement of

hypothesis based on the information gather for the purpose of this study are as
follows: |

(a)  That the volume of investment in Nigeria s not determine by the investment
environment in the country but rather by the individual investors behavioural
characteristics,

(b)  That what is needed to promote investment in Nigeria is a conducive
investment enviromment rather than devising eflective strategies to attract,
encourage, promote, monitor and co-ordinate investiment in the Nigerian
economy. : .

(¢}, ‘That investment docs not necessarily lead to growth and development but
rather -adcquatc and full utilization of the country’s human and natural
resourees.

1.6  SIGNIFICANCE OF THE STUDY
The expetience of the newly emergent economies such as South Korea,

Malaysia and India, indicate that even though specific agencies were charged with

investment promotion, there was , in each case, a national effort to make the nation

atfractive for investment by nationals and foreigners alike. Hence the concept of

“Malayasia, Inc.” for example. Viven already developed nations like the U.S AL and

the UK. still take pains 10 make themselves attractive for investinent and also

initiate special programmes to induce new or further investiment.

This study is written to provide a through knowledge of some aspect of
investment promotion 1o all students particulatly those studying Business
Administration, Accouming,'Banking and Finance, Monetary Economics, Law
Relating to Investinent and other students who are interested in investment

promotion in general,



With ever changing nature of the Nigeria econotnic policies and plans of the
government, the work also intimate the investors of the need to have highly
academically qualified, exposed and expericnced people in the management of their
investment pOﬁ.f()liU‘

Looking at the broader view of this work, one can make mention of the
Federal Government to gain knowledge from it. This is because it called the
attention of the Federal Govermnment to its speedy policy formulation,
implementation and changes as it affect the Nigerian Invesiment chvironment.
1.7 SCOPE OF THE STUDY

This research work focuses on promoting Nigeria investment potentials using
various strategies and incentives. Has there been any major changes in the Nigeria
Investment environment taken into copsideration scveral significant macro-
economics reforms and developments that have taken place as a result of policy
changes with regards to Nigeria investment policies and environment.

The study covers the year 1995-1999, The Nigerian Investment Promotion
Commission(N1PC) itself came into been by Decree No.16 of 1995.

This study is restricted to Nigeria, because of quicker availability of data.
However, this does not mean that it is not relevant to policy formulation to
inprove the cconomy of any country (particular with respect (o investment
promotion policies) of the under-developed and developing nations. The study is
also resisted to 'Nigcriun Investment Promotion Commission (NIPC) which is the
only investment agencies set up by the Federal Government to serve as a on stop
part of call to a potential foreign investor in the country and a central project
approval agency for both foreign and indigenous investors.

1.8 A BRIEF ON RESEARCH METHODOLOGY
The source of data for this study is principally through both primary and

secondary data.



The primary sources include questionnaires drawn on some investment
officers and top management staff at Nigerian hvestment Promotion Commission
(NIPC) and interview questions drawn on Private and Institutional investor in
Nigeria,

The secondary method is the use of secondary data obtained through desk
top reading, library research and use of text, journal, seminar paper and other
related publication as acknowledged in the bibliography.

The explanatory method of research is also used in this work. The
importance of explanatory research is to have a clear understanding of the problem
under review.

1.9 LIMITATIONS OF THE STUDY

The first major limitation to this rescarch is the difficulty in finding ample
timme (o cover all areas of rescarch especially with other vital academic obligations
at hand. Not many boaks have been written on effective strategies for promoting
investment, and cven the very few onhes written ate not easily available. There is
the general problem of data collection in the country. Many people claim not to
have time for inferview or complete questionnaire. This also give the researcher
soie problem. Some even hide under the camonflage of not wanting to divalge
official secret to refuse interview or answering questionnaires. It is possible these
people have vital information which would have be of importance in this work.
1.10 DEFINITION OF TERMS
CAPITAL MARKET:

It is the market which provides the mechanisin for channelling current saving into
investment in productive facilities.

ENVIRONMENT:

It consist of factors and forces inlernal or external 1o the firm that impinge on

minagement's ability to develop and achieve its corporate goals.
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GROSS DOMESTIC PRODUCT:

This is the total value of output actually produced in the whole economy over a
given period; usually a year.

INDIGENQUS ENTERPRISES:

These are enterprises designed to accelerate the greater participation of Nigerians
in the ownership and management of business enterprises in Nigeria.
INFORMATION SYSTEM:

This is a system that convert data from internal and external sources of information
in an appropriate form,

INVESTMENT:

This is a resources channelled into maximum interest earning ventures over period
of time. The resources is usually in form of money.

INVESTOR: |

This is an individual or group ol individuals who commit Hchr money, time and
energy in a given investmcnt opportunity.

MONETARY POLICY:

The contro} of the money in circulation by the Central Bank of Nigeria,
POLICY: |

Is the organization point of view and established manner of doing business and
directing managerial action.

PORTFOLIO:

Package of two or more investment assets held for the benefit of an individual or
institational investor.

PORTFOLIO MANAGEMENT:

Is the task of combining or packaging two or more individual securitics into a
parifolio, whicl task entails a process of integrating separate though closely related

elements intended to lead to the construction of an optimal portfolio for an

’ 8



investor.

PROMOTING:

To encourage, to make 1o happen to fift up.

PRIVATE:

Domestic or foreign but not government.

SUSTAINABLE COMPETITIVE ADVANTAGE:

These are those skifls that will perit the achievement of successful investment
promotion strategies in Nigeria over a given period of time.

STRATEGY:

Is a unified, comprehensive and integrated plan relating to the strategic advantages
of the firm to the challenges of the environment.

STRATAGEM:

This is a rusc or trick designed to put a rival cotmpany off the scene by designing

the real intention of the company.



1.11 REFERENCES

Akpan, AILIDE): Lecture Notes on Marketing ™ e - MBA Foll-Time
Class 1998/99 (A.13.U).

Cole, G.A.: Strategic Management (Initiatives and Growth); 2nd Ldition,
1994, Dup Publication-Alpine Place London, Pages 1-0,

Land, Tllmmpson Strict: Strategic Mamagement Concepts and Cases, 4th
Edition, 1985 McGraw Hill, page 16-35,

Osaze, Esosa Bod: Nigeria Corporate Policy and Strategic Management, 2nd
Edition, 1991, Printed by sharp print (Nig.} Limited, Page 21-29,

Central Bank of Nigeria (Research Departtnenut Setninar Paper NO.3 e
role of Nigerian Exportflmport Bank in Promoling Invesis  * 'a N: iy
(1997).

VAN HORNE, James C.; Financial Management and Policy, i Cadit.

10



CHAPTER TWO
REVIEW OF LITERATURE
2.1 INTRODUCTION
This chapter deals with the review ol related literature m the viea of the
study. Starting with historical background of works that have been done in this
freld; it access, analyse and criticize these works  The chapter closes with
literature review of how a country can gain sustainable competitive advantage in

mvestment promotion.

. ———. — Y— e -

22 HISTORICAL BACKGROUND  KASHIM 1wt s

Over the past few years the concern for investment promotion (both  cign
and domestic) has faken a vintage position in our national polity, There is v pain
saying the obvious that investment is an important deterninant of growt. nd
development in any cconomy (underdevelop, developing and deve' — ~d).

On this note 1 tend to agree with Dennis O. Odife, in his papei. Promo 1
Private Investment in Nigeria, he sees investment promotion as ".... Fveryth
a nation does to make itself attractive for investment, by its cii 5 and by
foreigners ....."

He did not believe that the foreign investors are doing us a former by
coming to invest in our countty but we are doing them a lavour by providing a
conducive enviconment for investment, He also argued that the foreign mvestors
does not owe us a living, but neither does he come here to develop us but to help
himsell. The development, which occurs, is usually a fortuitous accident, which
we try to arrange through the sort of enabling environment that we create.

He also went further to say that the natives themselves particularly the non-

resident Nigeria have an important role to play in promoting investment in Nigeria.



2.3 THEORETICAL ANALYSIS OF STRATEGY

Strategies are schemes, methods, mancouvres which an organisation/nation
hope to deploy in order to move the couniry or organisation forward.,

It is the development of human, physical and material resources against the
competitors in the pursuit of goals and objectives determined by the leaders of
business enterprises and even a pation.

It is a pattern of decisions (which represent), the unity, coberence and
internal consistency of company’s decisions that position a company in its
environment and give the firm its identity, its power to mobilise its strength and
s likelihood of success in the markel place.

TWO COMPARATIVE SETS OF VIEWS OIF STRATEGY

Minzberg(1991), secs strategy as 5ps - Plans, Plays, Pattern, Position and
Perspective, he describes a plan as a sort of consciously intended course of action.
Basically, this amount to deciding what you want to do and how you intend to
achicve it. A ploy is a subset of a plan, and is a strategy in the sense of a
stratagem {(i.c. a ruse of trick designed to put a rival company off the scent by
desiguing the real intention of the company).

A pattern according to Mitzberg is the consistent behaviour and processes
which emerges from strategic (hinking, whether as a result of imtended or
unintended actiotis.

Position refers (o what the previous three (Plans, Ploys and Patterns) are all
aiming at .c. an acceptance location for the organisation in the environment. As
Mitzberg put it “strategy becomes the mediating force between organisation and its
environment. Perceptive is an approach to strategy that is both conceptual and
cultural. Mitzberg describe it as looking inside the organisation. Indeed the head
of the collective strategist ... its content consisting not just of a chosen position but

of an ingrained way of perceiving the world.

12



Johnson and Scholes(1993), in their thoughtful text an exploring Corporate

Strategy categories a number of different approaches to strategy as follows:

a. A natural selection view ie. whcre organisation are under great
environmental pressure and have to adapt constantly to cliangcs in their
cnvimnn‘lent.

b. A planning view ie. where strategy comes about through highly
systematized forms of planning.

¢ A logical incremental view ie. nn evolulionary step by siep approsch 1o
strategy, il is an adaptive approach but one which is more controlled than
the natural selection.

d. . A cultural view ie. an approach to strategy based on the cxperienlces,
assumption and believes of management over time and which may
eventually permeate the whole organisation.

e. A political view ie. where stralegy emerges after a variety of internal
batties, in which managers, individuals and other groups bargain and trade
their interest and information.

f. A visionary vicw i.e. where the strategy is dominated by onc individual or
sometime a small group, who have a particular vision of where the
organisation can and should be, this is particularly an intuitive approach.

MANAGING THE STRATEGY FORMATION PROCESS
Strategic decision maker goes about the strategy making task differently. In

small, owner m;magcd companics, sirategic plans tend to be developed informally.

The largest firms, however, develop their plans via annual strategic planning cycle

that include broad management participation.

Along with variations in the organisational process of formulating strategy
come variations in the way the manager as a strategic planner personally participate

in the actual work of strategic analysis and strategic choice. Four basic approaches

13
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The master strategist approach: Here the chief Strategist (Manager) exercises
strong influence over the kinds and amount of analysis conducted over the
strategy alternatives (o be explored, and over the details of strategy.

The delegate-itto-others approach: Here, the manager incharge delegate
virtually all of the stratezic planning to others, pethaps a planning staff or
task force.

The collaborative approach: This is a middle approach whereby the manager
cnlist the help ol key sobordinates in hammering out a consensus stratepy
which all “the key playvers” will support and do their best (o implement
successfufly.

The greatest strength of this style of managing strategy formulation
is that those who are charge with strategy formulation are also those who
are charge with implementing the chosen strategy.

The champion approach: In this style of presiding over strategy formulation,
the manager is interested neither in a big personal stake in the details of
sttategy not o the time consuming medium of leading others through
participative brainstorming or a collaborative group wisdom exercise,
THE PROMOTIONAL MIX AND I'T DETERMINANTS

THE PROMOTION MIX

The promotion activities of companies are usually classified into four basic

categorics:-

d.

Advertising - Any paid form of non-personal presentation and promaotion of
ideals, goods or services by an identified sponsor.

Personal Sefling - oral presentation in a conversation with one or more
presentation in o conversation with one or more prospective purchasers for

the purpose of making sales.



C. Sales Prpumliml - These marketing activities other than personal selling,
advertising and publicity that stimulate consmner purchasing and dealer
effectiveness, such as displays, shows and exhibitions, demonstrations and
various non-recurrent efforts not in the ordinary routine.

d. Publicity - Non personal stimulation of demand for a product, service or

business unit by planting commercially significant news about it in a
published medium or obtaining favourable presentation of it upon radio,
television or stage that is not paid for by the sponsor (Source: Roserberg

P.4006).

Fig.l1 PROMOTION MIX DURING THE SELLING PROCESS

Personal
Selling

Mverrising

Sales
Promo-
tion

Publicity

ey r g

Awareness Interest Desire Action

The diagram above represents the role of the fonr elements of the promotion
mix in the selling process.

Publicity is generally effective in the awareness stage. Advertising becomes
less and less effective over a period of time. Personal selling becomes more
effective as consumer needs dictate a more personal relationship. Sales promotion

can be effective in providing added incentives for buyer action.
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FORCELS DETERMINING THE PROMOTION MIX

Most companies go beyond (he effectivencss and efficiency factors in

determining which elements of the promotion mix to use. Other factors they use

include:

aq.

d.

Life Cycle Stage: We are all familiar with the five stages in the PLC -

Introduction, Growth, Maturity, Saturation and Decline. The promotional
emphasis changed with cach stage.

During the introductory period, the marketer tmust stimulate primary
demand-demand for the product itself rather than for a particular brand.
Publicity is often useful at the introductoty period as it work to dismantle
resistatice and negative attitude to be new ideal.

During the growth phase the marketer is all out for volume (higher
volume) and a greater share of the market. The promotional mix at this
point demand increase advertising,

i the maturity stage, a balanced promotion mix is used to maititain
the sales level.

During the decline stage, new products overtake old ones, which are
finally abandon. Unless sales can be revived by a change in the market or
by repositioning the product, promotional expenditure are usually reduced
substantially or eliminated during this stage (Shewe & Smith, P.478).

Type of Product - When a product has a high unit value; personal selling is

desirable. Generatly, consumer goods utilize mass advertising while
industrial goods depend hcavily on personal selling.

Size of Budget - Where the budget is small, the company resort to personal

sciling and publicity. .

Push_and Pull Strategics - The push strategy is generally used in the

industrial marketing. The objective is to push the product through the market

1é



(personal  selling, sales prometion). In the pull strategy, mass
communication is emphasized. here the marketer is trying to create end
user demand.

e. Organization Philosophy - Some organization have as a policy preserving
good relations with their customers, eventhough the cost of doing os affect

return on sales.

£ Market Size and Segmentation

- Large markets

- Clearly deline scgments

The nore clearly define a segment, the wore accurate may be the targeting
of the promotional mix

Other factors include:

Personal Service.

Competitor Promotional Mix.

N e

S INVESTMENT ISSUES, DETERMINANTS AND PERFORMANCE
One atiribute that is central to the various derogatory "nicknames" of the
Third wortd, underdeveloped countries, less developed countries (LDCs),
developing countiies, ete, is that these economies lack adequate capital resources
to gainfully engage the available human and material resources of their countrics.
1t is thus, becoming increasingly difficult for them to witness reasonable
investment growth. In order to break from vicious cconomic circle of poverty, the
developing countries require substantial capilal investment, which is possibic
through cither carnings of foreign cxchange from expotts; borrowing in the
international financial market; or allowing foreign business men to invest in their
countries,
DETERMINANT OF INVESTMENT
In search of a realistic explanation for in-bound roaming investment,
economic rescarchers as well as internat.iona.l lawyers seem to reseinble "the
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proverbial troop of blind people that are mecting an clephant.”

While those of them that come from the LDCs and are craving for
increasing inflow of alien capital resources to eahance their investment, describe
it as onc kind of animal, those from the developed countries (DCs), capital
exporting nations frown at its Father Christmas outlook and thus review it as a
different anital. The foreign investors themselves, who perceive the entire global
economy as their constituency of operation secms located in an eatirely animal
house in a zoo.

However, atteppt that will be nade liere is to present the commonest
explanations that determine investment promotion.

A. THEORETICAL EXPLANATIONS

From the micro-economic view point, the contention among various schools
of thought with regards to the determinants of iuvestrient is unnecessary, why?
Relevant textbook theories on maximization theory have a consensus agreement
that investment should necessarily continue whethier within the country or across
border until the marginal returns from such investment equals the given average
cost of capital invested.

A brief look at the following theoretical explanation will suffice:

i. International Trade Explanations: Using the theory of international trade,
foreign investors move their capital resources in response to changes in rate
of retutn.

Thus, capital is expected to move from a capital abundants countries to a
capital scarce countries, in response to higher productivity of capital, until
the rates of return are equalised.

ii. Theory of the Firmn

With perfect market as a basic assumption, the theory opines that

foreign investors, invest overseas when their investment at home has reached

is



an optimal level and further investment are likely to suffer diminishing
return to scale.

ii. Technological Superiority Expilanation

The technological superiority arguinent is a further explanation as a
determinant of promoling investment is derive from Bo Soundersten
equation -

Q = F(L,C,M) - (1)
where Q denotes the output, L the labour, C the capital and M the
managerial skill. Whete A is the country of foreign investors and B is the
prospective host economy.

dO
dn  (A)y<dQ dm(@B).... (2)

Tl‘le marginal productivity of M is expecied to be higher in country

B than in country A.

B. Host Market Factots

Unfolding the scroll of investment promotion, one discovers that host
economy’s market size dictate to a reasonable extent the investiment growth.

Among often, cited reasons are to service the market tnore effectively; to
meet focal demand and to maintain ot increase matket share. These basic reasons
may be funther assisted by home and host government's policics towards investmen
promotion.
C. COST FACTORS

Investment opportunities are enhance by the desire fo maximise profit by
minimizing cost. A major element in cost minimization is the scarch for cheap
labour. |

Otlier factors such as awtomation, strikes, indirect labour cost, social attitude

and technical consideration must be weighted simultancously with labour cost,

18



before exploiting any fnvestment oppottunities.
D.  THE INVESTMENT CLIMATLE

The host country’s investment environment is frequently cited as a
supporting motives for undertaking any given investiment opportunities.

Clearly, the freedom to do business and to make profit is the key element
in the evaluation of an investment climate,

Thus, political stability is usually the first point of evaluation. Situations as
possibility of war, tevolution, expropriation and nationalization do deter
Investnients.

2.6 BASIC ANALYSIS AND FUNCTIONAL AREA STRATEGY
CUSTOMER ANALYSIS

In most strategic market planning situation customers are often the first to
be analysed.

When customers are analysed it becomes possible for planners to idemify
the range of opportunities availabie and the job of segmentation is made possible,
According lo Aaker custotner analysis consists of addressing the following thice
sets of strategic questions shown below:

Who are the biggest custoters?

Wlho are the most profitable customers?

The most attractive potential customers?

COMPETITOR ANALYSIS

When competitors are analysed, the planner is able ld see how the market
is serve. Areas that are undeserved are discovcrred and attempt is made to exploit
the opportunity.

Each major commpetitors should be analysed scparately using the following:

- What is their current sirategy, their level of commitinent?

- How are they performing?
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- What are they performing?

- What are their strengths and weaknesses?

. What action can be expected from them in the future?
MARKET ANALYSIS

One of the major objective of a market analysis is to determine the
attractiveness of market to current and potential participants. Market attractiveness
represents the market’s profit potential as measured by the long-term return on
investment achieved by its participants,

Market analysis also secks to understand the dynamics of the market. Here
key success facltors, trends, threats and opportunities are identified.
ENVIRONMENTAL ANALYSIS

In environment analysis, the interest is in environmental trends and event
with a potential to affect strategy either directly or indirectly. In addition to
identifying trends and events, estimate should also be make of their likelihood and
itnpact,

Aaker has divided environmental analysis into five arcas:

a.  Technology:

To what .extent are existing fechnology maturing,
b. Government:

What changes in regulation are possible? What will their impact be? What

tax or other incentives are being developed that might affect strategy? What

are the political risk of operating a governmental jurisdiction?

What are the economics prospects and inflation outlet for the country(ies)

in which the firm operate? How will they affect strategy.

d. Culture:

What are the current or emerging trends in life styles, fashion and other

21



components of culture? What are their implication?

o

Demaographics:

What demographic trends will affect the market size of the industry or its
sub-markets? What demographic trend represent opporttunities or threats?
INTERNAL ANALYSIS

In addition to the threats and opportunities of external analysis, strategy
development must also be based on the objectives, strengths, and capabilities of a
business.

The goal of self-analysis is understanding a business in depth. According
to Aaker, a business self-analysis is similar to competitor analysis, but it has a
greater emphasis on performance assessment are is much richer and deeper.

Itis more detailed because of its relevant to strategy and because much more
information is available. The analysis based on detailed current information on:
sales, profit, costs, organisational structure, management style, ete.
FUNCTIONAL AREA STRATEGY

The functional area strategy are simply the popularly known 4Ps of
marketing: Product, Price; Place(Distribution), Promotion. They are also an
important factors to consider in formatting effective strategics for investments.

a. Product:

A product is anything that is seen as being able to satisfy a need or want.
Infact an organisations product policy is fundamental to the whole operation
of the business. Product policies are managerial guides regarding what
product will be made or sold and what attributes these product will have.
Such policies are end products of the organization’s consistent customer and
marketing orientation (Akpan).

b. Price:

Price is the value of product expressed in term of Naira and Kobo. The
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2.7

notion of value here is flexible and objcctive and is basically determine by
the customer.

Place of Physical Distribution:

This involves the actual movement and storage of goods after they are

produced and before they are consume. [ts goal is therefore, to get the right

goods to the right places at the tight time for the least cost.

Promotiﬁn:

Promotion is all abowt creating awareness, interest, desire and action, It is

usually classified into four basic categorics by most companices:

- Advertising - Paid personal presentation in forin of messages.

- Personal Selling - Oral presentation in conversation form.

- Sales Promotion - Any other form of marketing activities different
from the three (Advertising, Personal Selling, Publicity).

- Publicity - Non-petsonal stimulation of demand for a product, service
or. business unit.

OBTAINING A SUSTAINABLE .COMPETITIVE ADVANTAGE

How can organization conipete is not the only key to success. “At least three

other factors are requisite for the creation of an SCA and thus a strategy that will

be successful over time.

a,

BASIS OF COMPETITION - SKILLS AND ASSETS: Aaker identifies the
basis of competition as thie first factor. According to him, the strategy needs
to be based on a set of assets, skills and capabilities, witlout the support of
skills and or assets it is unlikely that the SCA will be enduring. Thete is no
point in i)ressurillg a quality stralegy without the desigh and manufacturing
capability to deliver quality product.

WHERE YOU COMPETE - This is the choice of thie target market. A

stratecgy supporied by assets are skills that is to work must fit into the
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miarket place. This means that a strategy are its assets and skills shotid
involve something valued by the macket.

c. WHOM YOU COMPETE AGAINST - This is the third requireinent for on
SCA. It involves the identify of competitors.

DIAGRAM SHOWING THE VARIOUS COMPOSITION OF SUSTAINABLE
COMPETITIVE ADVANTAGE

THE WAY YOU COMPETE

PRODUCT STRATEGY

POSITION STRATEGY .
MANUFACTURING STRATEGY

DISTRIBUTICN STRATEGY ETC

BASIS OF COMPETITION
SKILLS AND ASSETS

WHERE YOU COMPETE
PRODUCT MARKET SELECTION

WIOM YOU COMPETE AGAINST
CCMPETITOR SELECTION -

2.8 SUMMARY OF CHAPTER

Based on different books, journals, and papers us;éal for this literature review;
the rescarchier will like to summatize that, promotion of investment in Nigetia lies
in the hands of the povetnment and investors. The government need to provide
conducive and enabling environment for investment. The investors (both foreign
and domestic investors), particulatly non-resident Nigerian have a greater role to
play by coming home to invest in other to attract foreigners.

And the foreigners coming should also know that they don't owe us a living
but they are siniply hiclping themselves.

A theorctical analysis of strategy and proccsﬁ of nﬁanaging strategy was also

explain in the chapter.
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, The various forms of promotional mix and thcir determinants were also
analysed extensively in the chapter.

Investment issucs and its determinant and performance were also discussed
in the chapter. '

Basic analysis (like custouer analysis, cnvironment analysis etc) were also
discussed as they telate to investent promotion generally and particularly in
Nigeria.

Functional area strategy and sustainable competitive advantage were also -

analysed extensively in the review of literature.
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- CHAPTER TBREE
| RESEARCH METHODOLOGY
31  INTRODUCTION

Research is the process of arriving at depended Sohltion. to problem through
planned systematic collection, almlysié and interpretation of data.

Methodology on the other hand is the process of scientific inquiring used in
research work. It is & method used to scarch for solution to a problemn,

This chapter therefore deals with the methods and procedure used to obtain
the necessary data for this research work. A study of such is this type entails
adopting different method of data collection. It also calls for information search
from diverse sources.

The respondents in this research are top level management staff of Nigerian
Investment Promotion Commission and a cross section of Nigerian institutional and
private investors who are different in their level of exposure, literacy,
understanding, objective of life and impottance of research work.

Furthermore, the constraints in time, willingness of respondents to answer
sotne questions put to them by tlie rescarchier, added to the felt need to use
multifarious means of collecting data. The data collected include both primary and
secondary data.

The method used in collecting primary data includes personal interview and
questionnaire. The secondary data are mainly through desk rescarch in the librarics.

The explanatory tnethod of research is also used in this work. The
unportanee of explanation researcl is to have a clear understanding of the problem
under review. To achieve this, the survey method had been employed.

The techniques adopted were selected on the merit of cach one and so
combine bearing in mind that no one method can best satisfy the desire of the

researcher.
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3.2 RESEARCH DESIGN

The source of data for this study is principally through both primary and
secondary data as earlier stated.

The primary source includes questionnaires drawn on some investment
officers and top management staff at Nigerian Investment Promotion Commission
(NTPC) and Privaic and Institutional Inveslors in Nigeria,

The second method is the use of secondary data. Some of the secondary
data used include:-

Nigeﬁan Investinent Promotion Commission (NIPC) Publication (various
issues). some of these NIPC's Publication includes the NIPC seminar papers, NIPC
brothers and presentation. A number of textbooks, newspapers, newsletters and
" sotne professional journals were used as sources of secondary data.

3.3 CHARACTERISTIC(S) OF THE STUDY POPULATION

The researcher’s study population in this work can be divided into two: The
investors (both foreign and domestic) and the Nigerian Investment Protnotion
Comnission (NIPC) a Conmmnission set up by Decree No. 16 of 1995 to encourage,
promote, monitor and coordinate investment in the Nigerian economy.

The investor is rational; that is his investinent decision is not baséd on
emotion or perception about a particular investment environment but by basic
investment criteria and analysis of the investment opporiunity(ies). The investor
also have a choice to dectde whether or not to invest. Generally, an investor's
decision 1s based on every single economy and structural changes in the
investment environment,

Nigerian Investment Promotion Conunission (NIPC) was set up by Decree
No.16 of 1995 to encourage, promote, monitor and coordinate inveslment in
Nigeria. It has its function, structure and procedures of operation which it must
operate within. These basically form its mode of operation vis-a-vis
characteristics.
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34 PROBLEMS AND WEAKNESS

To cvery research work there will definitely be one or two impediment to

One of the weakness to this research work is in the arca of questionnaire.
Some of the questions contained in the questionnaire were returtied unanswered.
The main reason for this reaction is (hat such information are highly confidential
and cannol be made public. The information provided therefore may not be free
from bias base on the fact that there are some instances where the researcher have
to conclude based on little or no information pertaining to a particular issue.

Taking into consideration the scope and diversity of the subject matter as
well as the population of this research, a restriction or limit has been imposed. The
sample for the study is NIGERIA - Investment Promotion in Nigeria. and the
sample unit is NIGERIA INVESTMENT PROMOTION COMMISSION (NIPC).
35 SUMMARY OF CHAPTER

This chdpter has looked at the method used in collecting data for the
research and the weakness of these data and limitation to the method of collection.

A study of this nature would have been carried out using survey or
documentary investigation, however, the case study method is used for a number
of reason.

The case study meihiod or approach tetids to received the truth about a
parficular firtn or organisation. Also, the cheice of the case study approach or
method is justifiable, because it is hope that the generalisation made will be
applicable not only to Nigeria but also to other developing countries and even the

developed counlrics.
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CHAPTER FOUR

_ DATA PRESENTATION AN} ANALYSIS
41 INTRODUCTION

This chapter answer the research question asked and the information
provided also went a long way to rectify or nullify the hypothesis, All the data
presented and analysed tn this chapter are based on the respondent and othiet
retated, important and related infortuation from Nigeriat ivestment Promotion
Commission.

At the end of this chapter therefore, the research questions were answered,
hypotheses were rectified or nullified amd effective sirategies for promoiing
investient in Nigeria were suggested.

42 HISTORICAL PBACKGROUND OF NIGERIAN INVESTMENT
PROMOTION COMMISSION (NIPC)

The industrialization policy of Nigeria is anchored on government
disengagement from all activities which are strictly private sector oriented.
Government concentrated on provision of incentives, enabling policies and
infrastructure to assist the private sector play the role of engine of growth. In this -
regard, it gave the industrial sector an annual target 10 be attained. The immportance
of the inflow of foreign investment (direct and porifolio) for overall economic
growth was also underlined, Foreign Dircct Investment (FDI) provides developing
countries with veritable source of financing for economic growth. it also
accentuates itflow of new technologies, management techniques and capital goods.
its attraction depends on host of factors, such as good policy framework,
democralic polity, infrastructures, efc.

As part of cffort to create investment friendly environment for accelerated

inflow of forcign invesiment into the national cconomy; the Federal Government
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introduced the Nigeriat Intvestinent Promotion Commission Decree No. 16 of July,
1995 which liberalized the ecounomy.

The Decree permit non-Nigerians to invest and participate in the opetation
of any enterprise in Nigerian cxcept those that relate to production of military and
paramilitary wears and accoutrement. Investors are guarantee unconditional
transferability of funds and their enterprises shall not be nationalized or expatriated
by any governmerit of the federation. In addition (o gencrally applicable incentives,
specific incentives packages are obtainable. _

The Decree also established the NIPC as a one-stop agency for efficient
assistanice to investors, non-bureautic grant of investinteat approval and provision
of up-to-date information to assist investors. Without useful information investors
will find it difficult to know about the abundant available investment opportunities,

43 FUNCTIONS, STRUCTURE AND PROCEDURES OF NIGERIAN
INVESTMENT PROMOTION COMMISSION (NIPC)

The Decree which established the commission charged it to encourage,
promote, monitor and co-ordinate investment in the Nigeria economy. it also

specifically directed it to:-

i, initiate and support measures which shall enhance the investient climate in
Nigeria;

il. promote investment in and outside Nigeria through effective promotional
means;

iii Collect, collate, analyse atid disscminate information about investnent

opportunities ad soutces of investment capital, and advise on request, the
availability, choice or suitability of partners in joint-venture projects;
iv.  register specific projects and invite interested investors for participation in

those project;
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In furtherance of the above, the commission activities include:

o TV e

a. grant of business permit and expatriate quota 1o forcigner wishing to invest

in Nigeria. . R
b. grant of approval for pioncer status cerlificate and technical/management

consultancy agreement fees.
STRUCTURE AND PROCEDURES OF THE NIPC

To enable NIPC perform its statutory functions effectively, it has its own
independent existence wd offices with a distinct organisation chart with permanent
staff. It is also self-accounting just like any parastatal. The commission has a
governing council headed by a Chairman. The Sccretary/Chief Executive of the
Commission however runs the day-to-day activities of the organisation. Under the

Secretary/Chicf Executive arefour directors each of which co-ordinate the work of

the four departments the commission is structure into. They are:-

i. Promotion and investors’ services departtnent; , -
y o o I Ragy), ~
it Registration and Moniloring Department; ‘\\H v _,_.q‘w\\
, . NGL
jiit  Plamning and Information Technology Department; ‘-vxh"‘?‘ ¢y ﬁ::;\
iv, Finance and Administration Department. T -

In order. to be effective iu its global promotion of tnvestment outside
Nigeria, the commission has concluded arrangement to established 6 overseas
offices in Japan, South Africa, London the United States of America, Brazil and
Malaysia. within Nigeria, it planned to have six(6) regional offices in Kano,
Maiduguri, Jos, Lagos, Enugu and Portharcourt.

Essentially, interested investors are reguire to complete two forins, namely
NIPC form 1 for Business permit and cxpatriate quota, and NIPC form 2 for
pioneer certificate and other fiscal incemtives. These forms are available for now
at the Head Office of the Commission, in Abuja, Nigeria. After completion, copies
of the forms are forwarded to the NIPC for necessary processing. The stipulated
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larget established for processing applications is fourteen working days, reckoned

from the first day of submission of application. NIPC is also involve in publication

of series of promotional docunicats distributed (o investors,

4.4

PRIORITY AREAS OF INDUSTRIAL INVESTMENT AND TAX
REGIME AND INCEN'HIVE AVAILABLE TO COMPANIES

The government of Nigeria has ideutified four industrial sectors considered

as priotity atcas for development. These priotity arcas of industrial investinent are

favoured in the administration of government industrial incentives, These are:

(a)

@
(i)
i)
(iv)
)
b)

Metallurgical/Enginecring Sector

This is ranked the most important priority areas.
The related sub-syslems are:-

Steel plants;

Foundries and forges

Metal fabrication

Machine tools; and

automotive sector

Chemical/Petrol-Chemical Sector

The country currently depends on information of chemical and

petrochemicals 1o satisfy national needs. The priorily attention which investment

in this sector now receives Is aimed at the attainmeot of self-sufficiency in the

sector, The related sub-system are:-

(i)
(i)
(iii)
(c)

Fertilizer
Pharmaceutical, and
Rubber and Plastics

Forest-based and Agro-Allied Sector:
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The country is endowed with abundant fores) resources, and good climatic
conditions for agricultural production all the year round. This account for the
priority altention accorded this sector and the related sub-systems which are:

()] Leather and leather products;

(i}  Textiles and weaving apparels;

(iii))  Pulp and paper;

(iv)  Sugar, Sugar confectionery and beverages;
(v}  Cereals and grains;

(vi)  Vegetable oil, oi! seeds, roots, tubers, and
(vii) Livestock are allied product.

(dy  Construction Sector

Nigeria is a growing economy and this construction is one of the fastest
growing sectors. It is presently dependent on importation for its inputs.

The related sub-systems are:-

{i) Cement;- |

(i)  Non-metallic building malterials such as

(a)  Ceramics (dinner were, chemical and electrical, forcesing and sanitary
wares),

(b)  Brick and titles;

(¢)  Glass products of all types;

(d)  porcelain enamel; and

{c) refractories. |

The government of Nigeria would welcome investors to participate in any
of the above priority sub-system by investing in:

(a)  mini sugar production plans,

(b))  muolti-mineral bonification plant for cesiumn, tale, kaolin, marble/dolomite

barytes and bentonites;
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©)
(d)
(e)
()
(8)

cement production

refractory bricks

long fibre craft/pulp paper production
fabrication of spare parts and
exploitation of coal and bitumen.

Apart from investinent in priority areas as indicated above foreign

investments arc requested {or:-

(a)

(®)
(©

(d)

(e)

developing alternative industrial raw materials locally as substitutes for
tinport ones;

local fabrication of simple indusirial and agricultural equipment and tools;
adapting existing production facilities to process and utilize local raw
matetials;

funding industrial rescarch and development with a view to developing
manufacturing input and spare parts for industries; and

provision of industrial know-how technology transfer and managerial skills.

TAX REGIME AND INCENTIVES APPLICABLE TO COMPANIES

Categories of Taxes

There are four categorics of Federal Taxes in Nigeria.
Cortporate Income Tax;

Capital Gains Tax;

Value Added Tax (VAT);

Withholding Tax.

Whereas, Personal Income Tax is collecied by the Stale Governments, In addition,

stale and local poveratments may imposc cerlain taxes reacted to the registration

of motor vehicles, sewage eic. There is however an approved list of taxes and level

is to be collected by every tier of government in order to curb multiple taxation.
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Current Tax Regime:
(i)  Corporate Tax: The Rate is currently 30%.

@iy Capital Gain Tax: The ratc is currently 10%.

(lii)) Value Aa(lcci Tax (VAT): The rate is currently 5%

(iv)  Withholding Tax: dividends, royaltics and interests on foreign loans are
subject to a tax of 5% bofore repatriation,

Current Incentives:

Areas for the incentives for various investors includes:

(i) Provision for losses;

(i)  Accelerated Capital Allowance;

(iii)  Infrastructure Investment

(iv)  Exemption from real estate tax

(v}  Repatriation of income

(vi)  Excmption from import duties and VAT

(vii) Tax Relief on Export oriented enterprises

{viil) Pionecr Status

(ix)  Capital Gain Tax.

45 OVERVIEW OF INVESTMENT TREND IN NIGERIA AND

INVESTMENT GUARANTEES -

Nigeria present a unique profile, Historically, the business and organizational
structutes of mzijor Nigeria emterprises were handed down from our colonial past.
Pre-independence Nigeria what dominated by foreign companies such as U.A.C,;
Unilever; John Holt, etc, Most of which were out post of their European parcnt
companics.

The early post-independent Nigeria saw the establishment of a number of
governiment owned enterprises and indigenous iustitutions comnpetitig with those

handed down by the Europeans; a number of which became tocally incorporated.
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Generally, post independent Nigeria encouraged the development of
indigenous enterprises. This policy culininated in the indigenisation Decree of 1972
which virtually transformed the ownership are striictures of major private sector
eniterprises to acconmodate the thinking are policies of the government of the early
70s.

The uphcavals of the [980s and carly 1990°s marked the forth ware sector
enterprises quit different from the three earlier episodes - before independence.
Immediately after independence and early 1970s.

The oil boom of the 1970s" created enormous opportunities for expansion
and growth for Nigeria Industrial Enterprises. By the early 1980s; a number of the
market leader enterprises had diversified for growth while others pursued mergers
and acquisitions.

However, following the subsequent economic recession of late 1980s" and
1990¢, there was gencral decline in vidually all productive sector of the Nigerian
economy due to factors such as lack of foreign cxchange, difficulty in sourcing
materials, Poor management of teturns and political instability.

The companies reacted spontaneously as they employed a number of
techniques to refocus their activities by reducing diversification and the degree of

vertical integration.

In a similar move, government reduced its control and investment in the
opetations of a number of s cuterprises through  privatization and
commercialization,

The result of those urbulances is that a numnber of Nigeria enterprises have
becotne cautions having waded through more than three decades, not necessarily

.in their original business line.
The most successful of these enterprises are those that have survived by their

share ability to build on their business portfolios, their products and perhaps
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technology. They recognize that change is a prerequisite and it is inevitable in
maintaining continuity.

Investment Guarantees

Based on the Decree cstablishing the commission, some of the basic
investment guarantee offer to investors can be found in Section 24 and 25 of the
Decree. This include transferability of funds, guarantees against expropriation to
mention a few.

Investors are hereby advised to take time out and have a good look at the
Decree to enhance broader knowledge of its provision as regards all these
icentives,

4.6 KEY FACTORS IMPINGING INVESTMENT GROWTH AND
DEVELOPMENT IN NIGERIA

The focus of this section is to highlight some of the factors that are exerting
considerable impact on the growth of investment in Nigeria. These factors include:-
(a)  The social, political cconomic and technological environment is not

supportive, thereby creating an environment that cannot effectively shape the

growth, development are utilization of investment opportunities in Nigeria.

(b)  Lack of sustained and exposure to leadership challenges and the consequent
show sensitivity of the Nigeria strategic policy maker.

(¢)  The over reliance on oil sector, coupled with weak import-development
industrial base as well as low productivity in agricultural sector, rendered
the economy extremely valnerable to fiscal and microeconomic imbalances,
which discourage investment growth in Nigeria.

(())  Persistent crumbling of economic, physical and social infrastructures is
affecting the level of growth of investment in Nigeria.

(e)  Poor access of the indigenous investors to the facilities of the banking

system; has been and remains a perennial Nigeria problem.
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(6)  and of late, though abolishied this year, the application of the dual exchange
tate continucs to cause distortions in the Nigeria economy and this
discourages the flow of investiment info the country.

4.7 POLICIES THAT ARE CRUCIAL TO TIE PROMOTION OF
INVESTMENT IN NIGERIA

Policies in this comtext refers to latitudes, guides, philosophies of
government with tegatds to how it intends to exploit investment opportunities in
Nigeria. Major policies to be addressed are as follows:

(@  Banking Policies

The banking policies permitted the establishiment of commercial merchant
and other banks. Since investiment must be funded, banking policies must be
facilitated. Such funding for either focal or foreign investors on terms, which do
not threaten (he financial system’s effectiveness.

("  Monetary Policies

| Monetary policies are itnportant determinant of economic activities. It
anticipates the volume of econoinic activities and the demand for credit as well as
the liquidity nceds of the public as dictated by the payment system.

The adequacy of monetary policies for investment growth and promotion
must therefore be designed in such a way that will encourige or increase the inflow
of investtitent into Nigeria.

Open Markct Opcration (OMO) is used as the major instrument for
achicving monctary policy objectives as well as supporting the attainment of
macro-economic stability including Gross domestic Product (GDP), growth and
susicnance of balance of payment viability.

{c)  Capital Market Policies

The promotion and development of investiment required a capital market as

a source of long-term funds. The "Dennis Odife” report on capital market reform,
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proposed the followityg:-

- Establishment of a depository sufficiently capitalized and equipped fo
command the respect of foreign investors who will invest only on the basis
of D.V.P (Delivery Versus Payment),

(d) Fiscal Policies

This is the use of taxation and government spending to stabilize the
economy. Fiscal policy atiempts to influence thic total demand for goods and
services.

(e)  Privatization and Commercialization

Privatization as a policy issue can be describe as the action of government
in selling part or all of its share-holding in commercial enterprises to private
individuals or organisations in the economy. This will reduce the burden on
governtment or its business coticern and bring about surplus fund for reinvestinent.

Commercialization on tlie other hand, refers to the action of government in
restructuring its emterprises that are deemed sensitive to politicalfeconomic base of
the cconomy fot efficient management.

(fy  Indigenization and Nationalization

Indigenization is a policy designed to accelerate the greater participation of
Nigeria in the ownership and management of business enterprises in Nigeria.

Nationalization on the other hiand, is the act of bringing an industry or part
of it under exclusive state ownership and control,

(g0 Mergers and Acquisition

A merger is a combination of two or more companies in which alt but one
of the combining compuny ceascs to exist. It is the fusing together two or more
companies, the fusion of whicl could be voluntary or enforced.

A business acquisition occur when otie {itm is completely absorbed ot

integrated into the operation of another larger organisation.
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Mergers and acquisition therefore serves as a means of stimulating
competition among domestic industry.

48 MARKEYING NIGERIA INVESTMENT ENVIRONMENT TO ALIEN
ENTREPRENEURS -

The need ha been _pmvcd for an aggressive promotional measures of the
Nigerian economy to forcign investors; if the econotny is to align itself with the
citrent globalization and reap frotn the accompanying benefits.

A market strategy is therefore being suggested here. Marketing an
imvestinent environment entails three main elements: the product, the price and the
promotion. The product refers to the cconomy as a candidate for an overseas
investment site. The price however is seen as the relative cost (such as financial
stricture and policies used as incentives) fo the investor if he decide to commit his
investment in a patticular environment.

In the case of promotional aspect, it entails activities of the prospectives
economy at disseminating relevant information about the country to foreign
investors.

Various marketing techniques are recognised in the literature of marketing
strategies which could be applied to promotion of an investment environment.

Fitst, a rhetorical model, occurs when the prospective liost econotmy's
promotional agencies persuade foreign investors through the use of its national
reputation by displaying proof of the claim.

Second is the propagandistic model, where the promotion agency engaged
in wooing foreign investors through justification approach; for example using the
new international Economic order to argue for capital inflow reversal to LDCs,

The last model is the negotiation model, in which the host
country(economy’s) promotion agency directly negofiate with overseas investors

seeking to win the best terin.
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4.9

h.

SUGGESTED EFFECTIVE STRATEGIES FOR PROMOTING
INVESTMENT IN NIGERIA

Diversification of the productive base of the economy through enhanced
capacity utilization in industry; increase agricubtural productivity and
accelerated development of the gas and solid minerals sectors.

Promotion of sustuinable economic growth (hrough achievement of macro-
economic, exchange rate and fiscal stability as well as prudent monctary
policics.

Raising income levels are reduction of the level of unemployment through
entianced economic growth wid vigorous implementation of poverty
alleviation progranunes.

Facilitating private sector Jed growth through the creation of apptopriate
enabling environment, institutions, policies as well as legal and regulatory
framework necessary for economnic growth and diversification.
Developing and rehabilitating physical infrastructure to facilitate investment
and economiic activities.

Curtailment of fiscal deficit and restrictive monetary stance for the purpose
of macro-economic stability and positive rcal interest rate (this encourages
borrowing).

Pursuance of managed deregulation of the exchange rate with a unified {ree
Noating exchange rate system that will eliminate the dual exchange regime
which has hitherto caused distortions it the economy and offers considerable
tucentives far round tripping in our foreign exchange operations.
Encouraging and stimulating the growth of small and medium scale
industrics throngh soft loans and other incentives,

The expatriate quotas of investors should be increased and there should be

a guarantce on repatriation of profit on investment by foreign investors.
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4.10

Workshops and seminas should be organised for the nation's key security
operatives at the seaports, airports and other entry point into the country, on
how to accord courteous reception to foreign investors coming into Nigeria.
New investment portfolios should be created in the upstream oil sectors of
the economy to facilitate joint ventures with indigenous investors.

More funds and the necessary personnel should be provided for the Nigeria
Investment Promotion commission (NIPC) which was created by Decree
No. 16 of 1995; to enable it participate in foreign international trade fairs,
with a view to marketing investment opportunities in Nigeria to foreign
investors. Beside, the commission should endeavour to open offices in the
major industrialised countries o create awareness.

Finally, it is an indisputable fact that polities can be divorced from
economy. In other words, a stable political environment breeds a healthy
economic environment which in turn attract foreign investors. In a nutshell,
there is the need for a steady, stable and democratic government in Nigeria;
if all the above suggested strategies for investinent promotion in Nigeria are
to yield the envisaged result.

So far, the policies of the present political dispensation have been to
encouraging in courting foreign investors into Nigeria. The researcher wish
the policy initiators more grease to their elbows.

SUMMARY OF CHAPTER

Strategies for competitive advantage are guides to nation's investment growth

and development throughout the universe and will remain so into the 21st century.

Even national competitiveness, a subject which has lately assumed utmiost

importance, revolves around the formation and implementation of strategies

designed 1o promote and sustain investment opportunities,
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[t is also used to help secure the desired competitive edge where non exists
ag is the case with Nigeria today.

For effective growth and development of investment opportunities in
Nigeria, the old method of strategic planning must be abandoned for more flexible
approach, which will enhance investuent growth in Nigeria.

It is therefore, unperative that, the way to go about enbancing investtment
opportunitics in Nigcrih woulid be determined by the pursuit of proactive investment
strategies for the purpose of increasing the inflow of iuvestment in Nigeria in the
face of competition usheted in by liberalization of world economies, globalization
and information Icéhnblogy.

Strategies developed for promoling invesiment opporlunitics in any given
country should specify what thie strategy is to achieve or accomplish, where it is
to be accomplished, {(which industry or economic sector to focus on), and how (the
resources and activities will be allocated to market environment opportunities and
competitive advantages..

Consequently, a well developed strategy focusing on prometing investment
opportunities must address five key strategic issues:

i. The scope on the desired breath of the investment domain,

Goals anid objectives of the desire investment.

L1
peid

iii.  Resources deployment

iv.  ldentification of a sources of sustainable competitive advantage (SCA'S)
with regards to the investinent opportunities identified, .

V. Specification of potential sources of energy among the various investment
opportunities.
There is however, no one best strategy for promoting investment in Nigeria,

the itnpottant thing is for the country to detertine which investment strategy make

the most sense in the light of its cconomic, social political, technological are other
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busincss environment.

What is obvious is that in promoting investment in Nigeria, we have to face
challenges of change in the new order which has vittually put every concepl,
techniques and method of eatrepreneusship o (question,

To pmmbte investment opportunities in Nigeria, government must learn to
effectively combine the priority of maximizing core competence and constantly re-
investing themselves through a combination of new technologies and people.

This will entail delivery a consisteit moessage on the need for change, a
consistent focus on market opportunities, consistent bench-making and encourage
and rewarding the creation/formation of new investment opportunitics that will
carry the nation forward.

For effective growth and development of investinent opportunity in Nigeria,
the old method of strategic planning must be abandoncd for more flexible apptoach
which will enhance investment growth in Nigeria.

It is therefore, imperative that the schieme of enliancing mvestment in
Nigeria will be determincd by the pussnit of a proactive investment strategies in the
face of global competition, ushered in by liberalization of world cconomies,

globalization and information technology.
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CHAPTER FIVE
SUMMARY OF FINDING, CONCLUSION AND RECOMMENDATIONS
5.0 INTRODUCTION

This chapter sumimarize all the research findings as discussed in the
previous chapter. Answers to the research questions were also put in an abridge
form in this chapter and research hypothesis were ratified clearly for better
understanding,

A general conclusion was also drawn in this chapter as regard the role of
government in promotion of investment and the duties of Nigerian Investment
Promotion Council in investment promotion and provision of enabling
environment conducive for the investors to operate.

Recommendations were also made on ways to improving investment
promotion in Nigeria,

52 SUMMARY OF FINDINGS

In summarising the research findings 1 will like to use the view of Dennis
O. Odife in his paper "Promoting Private Investment in Nigeria."

“First, [ am not one of those who believe that the problem is our stars and
that, therefore, we cannot develop or that someone has to come to develop us. In
this regards, 1 say apain with all due respect to the foreign investors, that he does
not own us a living, but neither does he come here to develop us but to help
himself. The development, which occurs, is usnally a fortuitous accident, which
we try to arrange through the sort of enabling environment that we create. In so
doing we need to bear in mind that the foreign investor has a choice, he can go
elsewhere! He can always excercise this choice for or against our nation.

We should not expect the situation to be different from the domestic investor.
he also has a choice, though a more limited one. He is to try to help himself by
investing; it is for us to arrange our environment to enable as many of our own
citizen to invest in one activity or the other, primarily for their owr senefit. Neither
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the domestic nor the foreign investor is likely to carry away the structures, which
are the products of their investment,

We should note also that more foteign investors are tikely to come into the
country to invest where the natives themselves are active in discovering
opportunities, including Joint Venture opportunities for exploitation. Non-resident
Nigerians, as in India, have a major role to play in promoting investment in
Nigeria. But like the rest of us, charity is also likely to begin for thein, nearer
home, the homes which they know and can relate to. Their foreign neighbours and
colleagues are motre likely to be futerested in joining thewn in Nigeria Joint ventures
than in just going off to invest in a strange land. Non-resident Nigetian on their
own are more likely to respond to message of progress from howe than to
exhortation to INVEST AT HOML by burcaucrats on flying visits.

Investment leads to prowth, whicl lcads to development. Both lead to more
cmployment and to higher standard of living and better quality of life. Investment
has to be funded. Investment requires the mobilization of savings and their proper
hatnessing of managenient.

On a final note, please recall that when the colonial govertunent floated the
first capital market instrument for Nigeria in 1946, it was parlly because prominent
Nigerians preferred to invest in London than in Nigeria. It is a matter for deep
regret that over 50 years later, Nigerians still prefer to invest abroad than at home.
The breakdown of the educational syslem at home gave further impetus to this
development. Capital flight has therefore been a major Nigerian probiem, capital
Tlight by Nigerians and capital flight by aliens in Nigeria. T don't preferred to know
which encourages the other, but it is difficult (o see how foreign investment can
flow into and stay in a country whose nationals are busy moving out their own

wealth, il or well-gotten to safer havens.”
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Nigerian Investment Promotion Commission is yet to have ils regional
offices fully established. and the establishment of the overseas offices is still in the
pipeline. This is not a good development on thic patt of the commission after four
yewrs of existence.

Some people don't invest mostly because they don't have a vast knowledge
of the importance of investing today to reap tomorrow. And most people are
motivated into investing depending on the relurns on their investment. The higher
the returns the more motivated they become and the lower the returns the less
motivated and of course the risk involved.

An investor needs 10 study the investment environment in which he or she
want to invest. Thie investor have to study the political environment, social,
cuttural, legal, economic and of course the country stock market are its financial
environment. Other skills on ittvestor need to hiave we also depend on the country
and the area his going to invest in.

53 CONCLUSION

The promotion of investtnent is a major national assignment. It was
misguided for government to ever have thought it could do it alone. It is not
excusable that abmmdant resowrces from oil must have proved overwhelming,
especially in a capital deficit nation like ours, with a weak indigenous private
sector eager for governinent patronage as the fastest means of creating capital. Less
endowed nations bave played similar circumstances info a huge success in
investment protmotion.

The researclicr will like to wish the NIPC every suecess, but as we have
seen most of the sectors that make up the enabling environment are not ever likely
to be under their control. Nigerian Investment Promotion Commission (NIPC) is
therefore to continue to do its best and hope that we shall have put the enabling

cnvironment right. In doing its job, the NIPC must use both orthodox and
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unorthodox methods. The orthodox approach is when the foreign investor comes

to the NIPC with a ready made feasibility study and financing plan and seeking

only official approval and graut of expatriate quota. This is the aspect of the job

which Vision 2010 frowned against and want refocused,

Promoting investment in Nigeria requires a re-definition of the roles of

governments along the lives indicated. It is a job for us all.
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b.

RECOMMENDATIONS

Nigerian Investment Promotion Commission (NIPC) should now refocus its
activities to enable it also to actually seek out industries which, based on its
research, Nigeria ought to have and which can add substantial value locally.
NIPC will then negotiate with such potential investors, the terms and
conditions under which they would be willing to invest in Nigeria, and assist
them with identification of possible local partner should they desire such
assistance. This way, we may also have a choice as to the type of foreign
investor and foreign investment we attract into the country.

Under the unorthodox approach, NIPC's Small Scale Projects division
should arrange for the acquisition and local transfer of special skills to our
people through industrial development centres or clusters in various part of
the country. I have in mind here such skill and project areas which could
add substantial value to small scale industrial production in the rural areas
in Nigeria, for example, silk growing, rice growing, glass making, food
preservation, store polishing, ete. Using relevant technology but for which
the foreign experts may not have the wherewithal or the inclination to come
to Nigeria to invest,

all other tiers of government should become genuinely involved in domestic
investment promotion and extension services leaving the NIPC and our

Foreign Affair Ministry concentrate on the foreign investor, This should be
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done at the state leve!l and also at the local govermment level and cven at the
zohal level. At these levels, it would be easier to attract non-resident
Nigerians to invest nearer their home bases belore they become sufficiently
re-assured and confident enough to invest anywhere in the country,
Government should pay atteution to the tuaintenance of sound money and
capital markets to ensure fair and competifive pricing of capital asset and
tesources allocation.

Special provision should be made in the proposed privatization of state
enterprises for a portion of the shares to be held by portfolio investots who
are more likely to make market in the shares than the core investors.
Government should amend Nigesia's Investinent Laws to provide for the
holding ‘of shares in clectronic form to facilitate (he establisliment of
depositories and to speed up the settfement and delivery system in the
capital market to international standards.

Capital trade-points should be established to provide long-tertn capital for
small rural based projects. These mini stock exchanges are to be sct up by
zones of the country in competition with one another and with the assistance
of their non-resident children abroad.

Relevant governments are 1o provide the enabling environment for the

industries being promoted to thrive, including thie provision for special

matching grants which reward investiment promotion at the state and focal

government level.  Tu this context, small communal water schemes, and
transport scheme easily come to mind, set up on their own as commercial
venture rather than from the proceceds of dehumanizing and absence
“launchings” by moneybags. Community Saving Schemes-such as "Esusu”
or "Adashe” are to be given recognition and encoutagement to operate as

investment clubs. This is a such way of fighting rising unemployment and
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idleness among the'ynut.hs.

Local and State Government should study the opportunities available in their
domain are to organize their pcople to enhance their entreprencurship skills,
instead of harassing them to pay taxes,

All government should invest in the improvement of infrastructure in
collaboration with the private sector. The high cost of infrastructure which
rural projects have 10 absor_b reduces their chances of profit and increases
their gestation period. Yelt their limited investtment make far more impact in
the lives of the people than hieavier sums spent on one high rise building or |
industry in the city.

Govermiment should now create the appropriate Enabling Environtnent
following a re-examination of the various policies cited above. The roles of
key institutions like the Centtal Bank and the Ministry of Finaace in the
coordination of policies to promote investment cannot be over-etmphasized.
Prevalence of the rule of law is vital. Without it, no investor will ever fecl
safe enough to invest.

Governinent should monetise the farge proportion of compensation given in
the form of fringe benefits to the wotkers. Such a gesture will put more
money in the hands of the workers who may in turn invest same in
acquiring own propettics.

Nigerians abroad should be encouraged to go into Joint-Venture project with
foreign tnationals with the Government providing appropriate fiscal
incentives.

In many countries of the world, permancnt residence permits are granted (o
genuine investors with evidence of minimum level of investment
capabilities. NIPC should study this practice and make appropriate

recommendations to Government,
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QUESTIONNAIRE.

DRAWN ON NIGERIAN INVESTMENT PROMOTION COMMISSION.

EFFECTIVE STRATEGIES FOR PROMOTING INVESTMENT IN

NIGERIA.

1.
2.

10.
11

12.

13

What is the primary objective of the Comniission?

Does the commission have an investment promotion or marketing commniliec
group or department that are involve in the process of marketing or
promoting Nigerian investment potential (o investors?

If answer 1o the above question 2 is Yes, what is the composition of the
Comunittee, group or depariment responsible?

What is the commission doing to see that their regional offices are in full
operation.

What is the criteria or factor(s) considered for the choice of countries wherc
overscas offices are to be established?

How many of your overseas offices are presently operational?

Does the commission have any strategy(ies) in place for irvestment
promotion in Nigetia?

Briefly explain sote of these strategies.

What is the commission doing about enlighiening the public of its activities?
Is there any avenue wliere the commission meet with the investors?

Does the investment environment have any effect on the decision of an
investor to invest in Nigeria.

What is the commission doing to encourage domestic investors?

Is there any particular provision or incentive(ies) that motivate investor

maost?
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(4. Do investors need particular skill(s) in order to invest in Nigeria?

{5.  With the present political dispensation (Democratic Governance) has the
volume of investment inflow inta thie country increase?

16. If your z;.l1swcr to question above is Yes, how las it influcnce investors

decision to invest or not 1o invest i Nigeria!

*Note that investots here refers to both domesiic and foreign investors, institutional

and private investors,
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6.

9.

(0.

INTERVIEW QUESTIONS FOR INVESTORS
What determine your decision to invest in a particular country?
What is your personal analysis of the investment environment in Nigeria.
What are the three major factors that determine your decision to invest in
Nigeria.
Can you please give a brief analysis of the Nigerian investment environment
during the military  regime compare with the present  democratic
dispensation?
How has your analysis to question 4 influence your decision fo invest in
Nigeria or otherwise?
Do you think the Nigerian Government provide adequate incentives to
encourage investment in the country?
(1)  As a domestic investor
(b)  As a foreign investor
If the incentives are not adequate, how did you think they can be adequately
provided?
If the incentives are adequate, suggest ways for improvement?
What is your view of the Nigerian Investment Promotion Commission?
Has the Commission (NIPC) in one way or the other influence your decision
to invest in Nigeria?
(a) As a domestic Investor
(b)  As a foreign investor
Did you Ilhink the commission is living upto expectation?
Have you experience any difficulties in your dealing with the Commission?
(a) As a domestic investor

(b)y  Aa foreign investor
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13.

14,

15.
16.

Do you ihink the Nigerian Investment Promotion Commission is doing a
good job in its effort to execute the investment policies a s provided in the
decree establishing it.

How do you think the promotion of investment potential of Nigeria can be
improved?

What is your recommendation(s) to NIPC?

What is your recommendation(s) to policy markers in Nigeria with regard

to policies on investment?

*Note (hat investors hete refers to both domestic and foreign investors, institutional

and privale investors.
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