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Social and Economic Background of Nigeria

According to the World Bank, in 2004, Nigeria had a population of 139.8 million, 52.3% of whom were between the age 15 and 64. In 2003, 35% of the population lived on less than US$1 per day and 60% live on less than US$2 per day. The 2004 PPP adjusted GDP per capita in terms of current international dollars was $1113. The GINI coefficient for Nigeria was 0.53 in 2004. CGAP estimates the unemployment rate was 28% in 1992. According to the World Bank, the informal sector comprised 57.9% of the GNI in 2003.  The World Bank reports that the MD2/GDP ratio was 0.22 in 2004.
Over the four year period from 2000-2003, The Economist Intelligence Unit (EIU), states government consumption was 24.4% of GDP, with a budget balance of -5.8% of GDP. The EIU predicts inflation to be 11.1% in 2005. 
The currency of Nigeria is the Naira (N). The government imposed a fixed single-tier exchange rate of N21.9:US$1. The policy was reversed in 1995, with the restoration of a legal autonomous rate, applicable to most transactions, of around N82:US$1, alongside the N21.9:US$1 official rate for certain public-sector transactions, including military purchases and debt servicing. The average exchange rate was N120.58:US$1 in 2002, N129.22:US$1 in 2003 and  N132.89:US$1 in 2004, according to the Economist Intelligence Unit (EIU).

Nigeria has completed the  World Bank and IMF’s Financial Sector Assessment Program (FSAP).
Doing Business in Nigeria

On average, an entrepreneur in Nigeria can expect to go through 10 steps over 44 days to launch a business. The cost incurred is equal to 95.2% of GNI per capita. The required deposit to receive a business registration number is equal to 59.4% of GNI per capita.
Registering property in Nigeria requires an average of 21 steps and the length of time needed to complete the registration process is 274 days. The cost as a percentage of property value is 27.2. 

The Legal Rights Index, which measures how well collateral and bankruptcy laws facilitate lending, gives Nigeria a score of 8. The country’s Disclosure Index has a score of 6. Nigeria’s Credit Information Index score is 3. 

Regulatory and Legal Environment of Nigeria

The difficulty of enforcing commercial contracts in Nigeria is measured by the number of procedures counted from the moment the plaintiff files a lawsuit until actual payment, the associated time, and the cost as a percentage of debt value. On average, it requires 23 procedures, 730 days, and 37.2% of debt. The cost of bankruptcy in Nigeria is 18% of estate value, the recovery rate for creditors is $0.33 per USD and the time in years to complete a foreclosure/bankruptcy procedure is 1.5 years. 

In December 2003, the Nigerian Investment Promotion Commission in conjunction with the World Bank initiated the Micro, Small and Medium Enterprise Project. One of the main goals of the project was the development and strengthening of local intermediaries’ capacity to deliver financial and non-financial services. Along with broadening “commercially sustainable” financial services to the micro, small and medium enterprises (MSMEs), the project is also intended to finance technical and capacity building assistance to the providers. Complementary initiatives to develop a Credit Bureau, Secured Transaction System, and Commercial Dispute Resolution Framework are to be created by June 2009. The implementing agency is the Nigerian Investment Promotion Commission. 

The Small and Medium Industries Equity Investments Scheme (SMIEIS), a joint initiative of the private sector Bankers’ Committee and the Central Bank of Nigeria, was launched in 2001. SMIEIS initially requires all commercial banks to commit 1% of their annual pre-tax profits to the funding of equity investments in SMEs and microcredit. As of April 2004, US$167.7 million had been set aside by 83 banks and had been disbursed to 185 projects. 

According to C. M. Anyanwu, the Deputy Director of Central Bank of Nigeria (CBN), a draft national policy on MFIs was prepared by the Development Finance Department of the CBN. According to the proposal policy, an MFI shall be construed as any company licensed to carry on the business of providing microfinance services, such as savings, loans, domestic fund transfers and other financial support services for which microenterprises need to conduct or expand their businesses. MFIs are not allowed to engage in foreign exchange transactions or international commercial paper, corporate finance, international electronic funds transfer, or check clearing activities. The policy requires MFIs to have minimal capital of US$225,000 and maintain a minimum capital adequacy ratio of 12%. The policy package is however yet to be adopted as in 2004.
MFIs’ and Commercial Banks’ Involvement

The World Bank estimates as much as 90% of new job creation is in the informal sector. The MSME sector in Nigeria is considered crucial to job creation, economic growth and prosperity.

For the past two decades the government has established a number of development finance institutions (DFIs). Such DFIs include the Nigerian Industrial Development Bank (NIDB), Nigerian Bank for Commerce and Industry (NBCI), Nigerian Agricultural and Cooperative Bank (NACB) and Federal Mortgage Bank of Nigeria (FMBN). Other initiatives have included the Family Support Programme and Family Economic Advancement Programme, both providing microcredit to women. According to C.M Anyanwu, these DFIs depended mainly on government funding and all ceased operating as in the late 1990s.
In order to restructure the DFIs, give them commercial orientation and make sustainability the guiding principle, two new development banks, Nigerian Agricultural Cooperative and Rural Development Bank (NACRDB) and Bank of Industry (BOI) were established. 
According to C. M. Anyanwu, there were 160 registered MFIs in Nigeria in 2001. In 2003, ten MFIs were serving 405,915 borrowers in Nigeria and for the nine MFIs that gave full data to CBN in 2003, the value of their outstanding loans was US$5 million. However, the outstanding loans were disproportionately distributed as only two MFIs accounted for over 67%of the total funds. For the nine MFIs that provided information regarding saving, there were 439,482 saving clients in 2003, with a saving value of US$1.95 million.
National Committee Activities in Nigeria

Nigeria’s National Committee consists of members from the government, central bank, local banks/bank associations, nonprofits/NGOs, private sector, UNDP and multilateral agencies. Its major activities include a web site (http://www.cenbank.org/microcredit/), a media campaign including radio and TV jingles (in three local languages), TV talk shows, and print media planned to reach at least 60 million Nigerians. The Committee is publishing a Nigerian Microfinance Newsletter, issuing press briefings, putting up billboards, and producing documentaries. Nigeria is hosting a national seminar to create general awareness on the IYM activities and an international conference focused on technical issues related to microfinance practice. The National Committee is promoting microentrepreneur products through exhibitions and road shows in six regions. The country is issuing Microfinance Policy and Regulatory Guidelines, raising funds, and conducting an impact study. Nigeria is also participating in the Global Microentrepreneurship Awards Programme for 2005.
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