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FOREWORD

Pursuant to a request from Niger's Ministry of Commerce, USAID
prepared the project after which we conducted the following study.

We met with Mr, George Callen at USAID ard he introduced usg to Mrs.
Bolho, Director of Dormestic Commerce, and Mr. Maiiki Barhouni,
Secretary General of the Ministry .f Economic Development. Mrs. Foukori,
Legal Counse: for the Ministrv of Economic Devclopment, arranged most of
our meetings with the officials of the various organizations and businesses,
the list of whick: is included in this report.

Mrs. Foukori also accompanied us to Lagos in Nigeria where we were
warmly received and guided by the Special Assistant at the Nigerien
Embassy in Lagos, Mr. Calyo, and Mrs. Baillet, Commercial Attache.

We also received assistanre from Mrs. Deborah R. Schwartz, Economic
Advisor with the American Embussy in Nigeria.

As the very long list of nersons who agreed to spend a little time with us
shows, we had the opportunity to obtain various information to help us
understand Nigeria's and Niger's trade laws and regulations.
Consequently, in a foreword such as this, it is impossible to mention all of
them and tell them just how much their assistance wa= appreciated. We
hope that this repori will not disappoint them too muca.

Again, we wish to give special thanks to Mr. Michael Kerst, who was away
upon our arrival in Niamey, but returned before our departure; he played a
role in preparing this project.



I. TERMS CF REFERENCE
A. PRQJECT BACKGROUND AND TiERMS OF REFERENCE

Before stating the terms of reference for this study, it must be pointed out
that, studies have been conducted as part of a project whose goals were to
provide Niger's economic operators with a ccherent and orderly regulatory
system. These prior studies include:

1. £ comprehensive list of foreign trade measures from
independence to date and all other earlier measures in effect,
as well as treaties, conventions and bilateral and multilateral
agreements.

2. A critical analysis of current regulations for foreign trade.

3. A draft of a new set of regulations, taking the social and
economic environment into consideration.

After these studies, recommendations were made and .ie Government of
Niger apparently agreed to some of them because, since this study, several
steps have been taken to iriplement them.

The proposed measures relate more specifically to the simplification of the
procedures used in foreign trade and the liberalization of the economy in
general.

But if these studies have made it possible to makz a brief survey of the
situation in Niger, they did not really touch on the regulatory system or the
procedures that raise obstacles for merchants, especially Nigerien
exporters and importers when they trade with Nigeria.

Therefcre, the purpose of this study, at the request of the Nigerien
Government, is to conduct a comparative analysis of the regulaiory
provisions that affect the following areas:

o Tax and customs regulation

c Regulation of foreign trade and foreign exchange by placing
special emphasis on export and import incentives or

restrictions
o Price regulation
o Regulation of dumestic trade (conditions of access to

professions, trade monopoly, marketing policy and pricing
policy for agricultural products)

° A review of all trade circuits (commerce-transit)



° A review of payment methods
o A review of systems and gaps.

Since much of the information about Nigei is included in earlier studies,
our main effort was to give an overview of the laws and regulations in
Nigeria and the likeralization policy in this country.

The study of tax and customs regulations is found in the second part of the
report.

B.  HIGHLIGHTS OF FINDINGS
1.  Foreign Trade Regulation

Mr. Mouralis has already studied these regulations and has suggested a
new regulatory system which we feel should be adopted but we also believe
that the text on export and mport licensing should be changed since they
have already been abolished.

2.  Price regulation

It seems that the following explanations given by tke Minister of Economic
Development at a press conference provide an indication of the situation in
Niger which is more or less similar to that of Nigeria.

Question: Some people have voiced the opinion that liberalizing the prices of
producis subject to mark-up will make the Council of Ministers make our
market the battleground for freeing the prices of imported products subject
to mark-up according to the decree of June 20, 1990.

Answer: This regulation pertains to 20 imported products; it marks the and
of a process begun in 1985 which ends all price controls on imported
products.

The mark-up system is one of three pricing systems in effect in Niger,
namely equivalent prices, mark-up prices and free prices.

As you can see, this is not an elimination of g1l price controls. The
equivalent price system remains intact for some strategic products and/or
staples.

The liberalization we endorse must not be the same thing as a passive
policy or one of softness. That is why government intervention, albeit
greatly reduced, is being preserved! As for the behavior of opzrators, the
trend in the prices of some imported products from 1985 to 1890 shows
relative stability for most of them. The consumer price index confirms this
trend. Moreover, no market supply problems have been noted.



3.  Domesfic Trade Regulation

Whereas Nigerians have iree access to trade, Nigerians do not have as
much access because of the procedures that must be completed and the flat-
rate taxes to be paid suck as trading licenses and the IMF.

4.  Review of trade circuits

We have not reserved any special place for this becc.use, with the border and
the language spoken on both sides of the border, trade follows ancestral
traditicns and, in one way, totally escapes governmental constraints.

5.  Review of payment methods

Now that the naira can be exchanged freely in Nigeria, methods of payment
(for export-import) are straightforward, but there are difficulties and
consist either of hard-to-hand payments or opening letters of credit.
However, there are difficulties becausze it seems that for Nigerien exporters,
private banks in Niger refuse to accept letters of credit from Nigerian banks
with which they are not affiliated or on which they have no information to
instill confidence.

On the Nigerian side, letters of credit are opened upon presentation of Form
M (a copy of which is included in the report) and the required
accompanying documents. The most 2nnoying problem is that posed by the
fact the Nigerian government requires its agents to inspect the goods to be
imported.



II. EXECUTIVE SUMMARY

We have attempted to be as objective as possible in our evaluation and
recommendations concerning foreign and domestic trade as required by the
terms of reference of the project.

It would have been difficult to study those regulations without taking into
consideration the economic policy and consequently the laws which represent that
policy, and of which the regulations are an administrative and interpretative
method of implementation.

We noticed that the two visited countries, Niger and Nigeria are going through a
period of transition and are making efforts to switch from a centralized economy
to a market economy.

To indicate what does take place to achieve that transition, we have tried to show
the differences that exisi between them, with regard to the natural resources and
to the means available to them to utilize those natural resources. The means
available to a government to help or delay the economic growth of its country
consist in large part in the setting up of a legal and judiciary infrastructure that
allows business people to take personal initiatives and risks and to make
individual profits. The state may raise taxes and those profits to the extent that
those taxes are not too high and do not discourage investors and consequently the
increase in production.

It is, therefore, in the commercial legislation and regulations that it is possible to
evaluate the evolution of a government and of its administration from a
centralized economy to a market economy. That is not easy, especially in Niger
and Nigeria where it is difficult, as explained hereafter, to find the laws and
regulations.

We have also noticed that solutions to the problems in that field were dependent to
some degree, in each country, on its geographic position, its population increase
and its education. Consequently any legislation must be adapted to those factors.

We have tried to give some information on the economy of each counfry and on
how their laws and regulations were adapted to those factors and may be
improved to help economic growth. We have however, focused our study on the
legislation and regulations concerning foreign trade.

We have recognized that in Nigeria, thanks to its extensive resources and to the
restructuring project started with the help of the World Bank, some progress has
been realized in the field of trade as a result of the suppression of important export
licenses and of the availability of foreign currencies. This should facilitate trade
with Niger, as the fluctuation of the naira was due of the most important obstacle
since its devaluation.



However, the mechanism used to grant those foreign currencies are subject to two
constraints in the case of imports that diminish its efficiency:

1. The niecessity for private banks to cbtain foreign currencies through
auction sales by the central bank and consequently the need to prove
to a foreign bank that they have the foreign currency and that
irrevocable letters of credit will be honored.

2. The necessity for the exporters of commodities from Niger to have
those commodities inspected by an inspection company designated by
the central bank of Nigeria.

Niger for its part has also suppressed the import and export licenses. There is a
single-step process and a place where one can obtain all the necessary
information for a given transaction. This promises to simplify administrative
formalities for trade and customs procedure but is still to be tested.

Furthermore, if the suppression of impor: or export licenses seems to facilitate to
a certain exient the availability of foreign currencies, it does not solve the
problems created by the customs duties and taxes and by the measures taken to
protect the local production in the two countries.

Part II of our study examines the technical reasons why the commercial
agreement between the two countries cannot be implemented in the field of
customs, and raises the problem of a revision of that commercial agreement and
of the legislation regulations and codification of commerce in both countries. The
same reasons concern also the treaties, such as ECOWAS and EWAS, as
described in Chapter VI.

It is recommended, therefore, that the Customs General Direction compile and
write with the help of legal and technical experts and in cooperation with
ECOWAS an updated customs code and that this code be circulated and put at the
disposal of the customs officers stationed at the border with other countries. It is
also recommended that qualified customs officers be included in the staff of the
office referred to above in the Ministry of Commerce.

In Part IT we also recommend that:
. The Customs General Direction be restructured.

° The customs and taxes on imports/exports be unified. It seems
that in the special study that should be made to unify the
different customs duties and taxes on import/export, the
impact that they may have on the price increases of the goods
exported should be taken into consideration. The price
increases due to those taxes make it difficult for exporters from
Niger to compete on the Nigerian market. USAID/Niger has
already noticed this problem and achieved success in reducing
taxes on cattle exported to Nigeria.



This leads us to problems concerning production, and to the influence that the
legislation and regulations in the commercial field may have to help or hamper
the creation of an internal or external market that will be an incentive to increase
that production.

It is necessary in that respect to take into consideration the existence of an
informal sector in Niger, that is the result, of the illiteracy of the majority of the
population and to the existence at the border with Nigeria of a large Hausa
population. That population and the Hadji who seems to dominate the
commercial exchanges with Nigeria constitute a large part of that informal
sector.

Efforts should be made to integrate them in the formal sector. At the present time
the economic operators in the informal sector have no interest at all in joining the
formal sector because of regulations and taxes.

It is necessary for the government to understand this problem and to change the
laws and regulations in order to give the people of the country the opportunity to
produce and sell freely within the legal system of the formal sector.

Furthermore, even if efforts were made and written documents became available
on the subject of codes and customs,.there is still another factor to be taken into
consideration. It is the compartmentalization of the government, and the failure
to distribute laws and regulations, to the staff whose task is to implement them.
This seems to be one of the main causes of the contradictions that exists in the
information that can be obtained by economic operators from the civil servants in
charge of the implementation of codes, customs and trade regulations.

Political decisions are not sufficient to change a centralized system to a liberalized
market economy, especially with the illiteracy of the majority of people.

Furthermore, when we were in Niger, an updated commercial Code did not seem
to be available. Foreign trade regulations were compiled by a Law professor Mr.
Mouralis. At the request of USAID and a commission of which he was a
member, he was in charge of writing a new commercial code. The commission
has prepared a study on commercial companies. However, that commission is
largely comprised of officials who have little time to spend on preparing the code.
We can only assume that, as in the other former French colonies, the French
company law of 1967 will still be in effect until that new code is promulgated. In
the meantime we were unable to find the text of the Nigerian law on this subject.
In Nigeria a Company Act was adopted in 1990. It has more in common with the
i‘\merican law than the French law as it is inspired to a large extent by British
aw.

Thus, for Niger, it will be necessary to prepare a veritable commercial code. The
code could possibly be used for all of Africa if it is prepared by the Niger-Nigeria
Commission. As the Uniform Trade Code of the United States is used by the 50
states of the United States of America, that code should cover the key concept of a



commercial transaction that represents only one legal question, its multiple
facets notwithstanding. See Chapter III for a brief exposition of the U.S. trade
code.

A joint commercial code for Niger and Nigeria including all the subdivisions of
the U.S. code could be prepared. It would necessitate the comparison of each of
these subdivisions with the French and English laws that cover the same
commercial activities.

Actually, if the joint Niger-Nigeria commission were capable of doing this, it
would be extremely worthwhile for Africa in general, as a uniform code. It is
most certain that financial assistance from other donor countries and
international organizations could be obtained for such a project.

Another aspect concerning domestic commerce in Niger and its economic
development is the fiscal system in itself and independently from the problems of
custom duties. A brief survey of that problem is included in Chapter IV of the
first part of this report.

Taxes such as those like the “Patente” which seems to be assessed on the capital
rather than on the revenue make it difficult for business people to cooperate with
the government.

The manner in which the tax service operates should be completely overhauled
and corrected. We tried to give some indications on the manner in which the
revenue declarations are made in Nigeria and on the absence in that country of
taxes like the “Patente.”

We have also given some information on the evaluation of some treaties that the
governmer:t of Niger has signed.

Those treaties, such as the ECOWAS, do not seem to be implemented rapidly
because of technical problems and also of a lack of coordination between
countries, nationalism and protectionism.



II1. GENERAL FINDINGS

A. INTRODUCTION

According to observations and information collected during the visit to both
countries, meaning Niger and Nigeria, the Ernst & Young team made the
following observations.

Both countries have moved their policies in the same direction, in other
words, a decentralization and liberalization of foreign and domestic trade
and, consequently, toward a "market” economy.

Moreover, Nigeria, with an approximate population of 120 million and
considerable natural resources, cannot be easily compared to Niger, with a
population of 7.8 million and only small amounts of natural resources with
land that is largely desert.

The geographical location, the heritage of the political environment due to
colonization and the difference in the official languages have created
different constraints for each country.

It seemed appropriate to give an overview of the opportunities and
constraints of each country, whicl each must overcome and which
influence their economic policy. This will make it possible to understand
better the differences in the laws and reguiatory systems of the two
countries despite the similarity of their new policy and their efforts toward
liberaliza.ion and a market economy.

It should also be generally observed that the following statistical and other
information is based on evaluations and not on specific figures. Moreover,
almost all political data and the laws and regulations mentioned for
Nigeria have been updated, although it is very difficult to obtain printed
texts of laws and regulations. The situation in Niger is not the same.

The measures taken to arrive at a market economy are mentioned below in
greater detail, but may be summarized as follows:

. In Nigeria, a structural adjustment program was introduced
by the government in 1986. Financial assistance was
negotiated with the World Bank and a $5 billion loan was
granted to the Government of Nigeria.

L The goal of the central part of this program was to free the
economy from administrative controls and the corruption they
made possible.

L The overvaluation of the Nigerian national currency, the
naira, under this plan, was to determine its real value through
market forces formed by supply and demand.



. These measures were supplemented by other decisions such as
the elimination of regulations on interest rates, the abolition of
subsidies, the elimination of export regulations and the
marketing and privatization of public enterprises.

» Along with these measures went an effort to revitalize credit.
This was facilitated by foreign creditors who were reassured by
measures taken under the program and by the repatriation of
foreign currency that Nigerian residents held abroad.

For Niger, there was also a liberalization effort and some nationalized
enterprises were replaced with private enterprises. Export and import
licenses were eliminated. A new investment code was adopted, but the
environment is still unsuitable for investments made by Nigerians or
foreigners. (See the critique of the new investment code.)

However, there were other factors: Forces within Nigeria, specifically, the
devaluation of the naira, which exceeded projections and created a crop in
purchasing power and an increase in production costs due to an increase
in the price of foreign inputs into the manufacture of local products.

In turn, this produced resistance from consumers, reflected in the
accumulation of unsold inventories and therefore decreased the production
of these goods and also led to the dismissal of workers, furloughs and an
increase in unemployment.

It is because of these problems which arose in 1988 that the government
took macro-economic measures to facilitate administrative reforms.

In the subject under study here it is certain that the plan and the measures
taken to implement it have also liberalized export-import transactions. The
gevernment no longer intervenes or requires an export or import license,
and foreign currencies are available at private banks in Nigeria.

Despite these liberalization efforts, protectionism -- as it existed before the
structural adjustment program (SAP) was implemented in Nigeria -- has
not been entirely eliminated in the two countries.

However, there are still different constraints which, to a certain extent,
influence the pace and extent of reforms, and the result is that the
measures taken in Niger to liberalize the economy do not correspond
exactly to those of Nigeria.

In Nigeria there are still laws and regulations which, although to a lesser
extent than in the period that preceded the structur:! adjustment program,
favor nationals and strive to develop production and local industry,
sometimes without taking the interest of the Nigerian consumer into
account.
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Despite efforts to attract foreign investment a certain distrust still exists
among the investors. This also due to the fact that, if the laws and
regulations are oriented toward liberalism, enforcing them is not always
sufficient.

If we compare the changes in the policy of the two countries, we notice that
the same influences have led these countries to react in the same manner
after their independence.

After a period spent affirming their personality as an independent people,
they were pushed to react against foreign influence in their domestic
economy.

But the nationalizations and governmental intervention they used toward
this end in every sector of the economy have proven to be ineffective methods
for economic development and growth. Recently, the two countries have
turned to liberalization and a market economy. But, as indicated above,
protectionist measures are still being taken.

However, since the border between the two countries is very permeable and,
since the majority of people on both sides of the border speak Hausa, it is
difficult to believe that the export and import bans are observed.

One effort to elimirate such bans has already been made by the joint
committee which is preparing a new trade pact between the two countries.
Unfortunately, as the study by Mr. Ansay (the customs expert) shows in
Part II, it may be difficulc to have customs in the two countries observe the
pact, even if their customs officials have been given copies of it, which does
not seem to be the case. As the expert explained, customs officials have
difficulty interpreting the two product lists because they were not drawn up
taking the customs codification of 1986 into account. Therefore, it is
recommended that attempts be made to have the new pact, now being
negotiated, take these observations into account.

It has been very difficult to obtain trade laws and regulations in Nigeria.
The texts of these laws are printed in small quantities and the government
printing office, which prints the official journal and, consequently, the texts
of these laws, has no copies in stock. The decree on companies of January
2, 1990, was printed this year, but it can no longer be obtained at the
Nationial Printing Office, and it is difficult to find out whether this decree is
the only one that applies to forming companies. It has also been difficult to
find tax laws or decrees. On this subject, it must be admitted that, for its
implementation, the program to restructure the economy has given rise to
the recent adoption and amendment of many decrees.

As for the laws and regulations and their enforcement, it must be

emphasized that, if they have indeed been officially adopted, government
officials do not seem to observe or enforce them.
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During this study it wae found that the distzibution of iaws and decrees,
both in Niger and Nigeria, leaves much to be desired.

In Niger, the tax system and the existence of the economic police are the

main differences with Nigeria, which has a tax system based on income
and has eliminated the Economic Police and price controls.
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B.  DETAILED DISCUSSION OF IMPEDIMENTS TO COMMERCE

In our reports we have attempted to ve as objective as possible about trade policies
and regulations for exports and imports between these two countries. The
problems with the Nigerian Government's restructuring pol: y differ from those
of Niger, partiaily because the exchege value of the naira is entirely based on the
trade balance and the balance of payments, whereas Niger's currency is
supported by the CFA franc. But Nigeria's natural resources, including its
petroleum resources, are much more substantial than those of Niger. Moreover,
Nigeria is a federation. Howcver, Nigeria has made more effort; toward
lilbe: alization and a market economy than Niger.

Efforts have been made to improve the taxation system. Effor:s have also been
made in terms of export and ir:port regulations. Of course, in -he case of Niger,
export and import licenses have been eliminated and there is an attempt to have
only one window to deal with economic operators. But nothing seems to hav.. beei
done about taxes, regulations or trade laws. For taxes, an attempt needs to be
made to change the way they are collected. The Government needs revenue. But
to have more revenue, it must encourage economic expansion and tax the
additional revenue from merchar:ts instead of levying taxes sometimes based on
capital, as is currently the case.

There are other problems involving exports from Niger to Nigeria. It seems that
most commercial transactions at the border between Niger and Nigeria are made
by what we call "Hajjis" and do not fall within the formal sector which is under
Government control.

The economic operators in the informal sector have no interest at all in Joining
the formal sector because of regulations and taxes.

It is necessary for the Government to understand this problem and to change the
laws and regulations in order to give the people of the country the opportunity to
produce and sell freely within the legal syster of the formal sector. It seems that
the Government of Niger is not up to the task. The reform of the legal system in
Nigerlir:lvolves not only updating the laws but screening those laws that should be
repealed.

Niger is not the only country that faces such problems. A study that kas already
been conducted in South America concluded that economic liberalism imposed
from above will always be relative and will always be weighted down as in Chile
and Argentina by a lack of complementary political freedom.

Economic freedom is the counterpart of political freedom and only when the two
are combined, like the two sides of a coin, can they really work,

In the same study discussed in the book by De Soto entitled Th her Path, which
should be taken into consideration for the study of the informal or parallei market
of the Hajjis and the possibility cf integrating them into the formal sector and the
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legal system, the study describes the limitations that living outside the law
imposes on informal businesses; they cannot grow, they cannot plan for the
future and are vulnerable to theft, extortion and any crisis.

For exports from Niger to Nigeria, and despite simplifications for obtaining
foreign currencies using Form M mentioned in the report, the problem of having
an inspection company designated on Form M inspect the merchandise creates
delays.

The main problem encountered during t}:e mission, as we have pointed in in Part
II, were the "unclear parts" of laws and regulations. It is difficult to draw any
serious conclusions when the information that can be collected is contradictory
according to its source.

Whether for customs or commerce, the compartmentalization of the government,
the failure to distribute laws and regulations, up to and including the staff whose
task is to implement them, and the economic operators, is one of the main causes
of these contradictions. Decisions, such as creating a single window to provide
information about export-import, if implemented, will necessitate a serious study
of the different problems addressed in this report and coordination between the
various agencies in charge of implementing such decisions.

Political decisions will not suffice to turn over-centralization into liberalization
and demand for a market, which seems to be the goal of the current government.
Whatever the political decisions may be, there is still the problem of how such
decisions can be implemented.

It seems obvious that, at this time, for customs or trade, there is no customs code
or trade code that defines the current policy thrust, not to mention former policy.

For customs, the customs codc, as indicated in Part II, should be updated; in
other words, as the current Customs Director has done, all decrees, laws, orders,
and related letters should be compiled and those which should no longer be
applicable under the new system should be repealed and the codification should be
revised.

To revise the codification and to write a t-ade agreement between Niger and
Nigeria which could be distributed and understood and implemented by customs
in both countries, an effort should be made to bring the code in line with the "draft
harmonized customs code" proposed by the CFAO.

For trade, the problem also has te do with the Code and related regulations.

The Nigerien Trade Code seems to be ill-defined. Foreign trade regulations were
compiled by Mr. Mouralis and a commission of which he was a member was in
charge of writing a new Trade Code. The commission had prepared a study on
commercial companies, but it was largely comprised of officials who had little
time to spend on preparing the code. We can only assume that, as in the other
former French colonies, the French company law of 1967 is still in effect, but we
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were unable to find the text of the Nigerien law cn this subject. In Nigeria a
Company Act was adopted in 1990. It has more in common with the American
law than the French law.

Thus, for Niger, it will be necessary to prepare a veritable trade code. The code
could possibly be used for all of Africa if it is prepared by the Niger-Nigeria
Commission. The code should be prepared in cooperation with Niger and, as the
Uniform Trade Code of the United States, which now applies to the 50 states of the
United States of America, clauses should be included which, like the American
Uniform Code, cover the key concept of a commercial transaction that represents
only one legal question, its multiple facets notwithstanding.

Here are the subjects the Uniform Trade Code addresses: Article 1 sets forth
principles and general definitions; Article 10 stipulates the date the UCC takes
effect, includes a general provision on repeal and mentions specific laws that are
either repealed or upheld; Article 11 stipulates the date of implementation and
similar interim laws if the UCC is amended by subsequent legislation. Under the
condition of these general provisions, all the regulations on the sale of movable
property figure in Article 2; commercial paper in Article 3; tax collections and
bank deposits in Article 4; letters of credit in Article 5; comprehensive transfers in
Article 6; ownership titles in Article 7; shares of interest in Article 8, and
guaranteed transactions in Article 9.

A joint trade code for Niger and Nigeria including all these subdivisions could be
prepared by considering and comparing each of these subdivisions with the
French and English laws that cover the same commercial activities.

Actually, if the joint Niger-Nigeria commission were capable of doing this, it
would be extremely worthwhile for Africa in general if this project to prepare a
uniform code for the African States could be proposed. It is most certain that
financial assistance from other donor countries and international organizations
could be obtained for such a project.

It is possible that, in a few months, a Documentation and Training Center will be
set up in Africa. At this point, Cameroon would like to be the counsry in which
the Center is located, precisely because it has a problem created by the existence of
the French and English judicial systems inherited from the colonial era. It may
well take a year or two before the Center begins operations in Africa. But a Center
that could assist in preparing a uniform trade code for Niger and Nigeria already
exists in the United States and is working to improve justice in South America. It
is comprised of a consortium of two universities, Loyola and Tulane.

It also seems important to point out some problems that lead to conflicts, such as
budget problems which lead the governments to take certain protectionist
measures that are contrary to liberalization and a regional union stipulated by
treaties such as the ECOWAS treaty.

One example of this type of problem is that created by Nigeria's restructuring
program which stipulates that local production must replace imports. A tariff
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released in 1988 is scheduled to be in effect for seven years with the purpose of
protecting local production as well banning various imported agricultural
products such as wheat. These measures are contrary to the objectives of
ECOWAS.

Unfortunately, budget problems are partially responsible for these measures. For
example, the credit ceilings negotiated with the IMF in 1989 required that 1% of
the national product be covered by budget revenues for granting loans.

This attitude of the IMF did not result in any direct pressure to maintain or raise
customs duties, except that Niger's Director of Customs indicated that the IMF
has asked that customs duties be increased to balance Niger's budget as well.
USAID may check the accuracy of this statement. In any case, in the World Bank
reports, no mention is made of any attempt to lower customs duties.

These problems are above and beyond those of ECOWAS. Some have already been
solved, such as those involving the free movement of citizens of countries of the
Community.

For customs as well, efforts have been made to harmonize customs codes, but the
process is slow and there is a lack of coordination, although the Sydonia system
has already been approved for several countries. Further efforts should be made
because a harmonized tariff nomenclature which would apply to the West African
Community will replace the Brussels Tariff Nomenclature which is still in use.,

Monetary problems are also under study and a committes has been formed with
the governors of central banks to solve the problems caused by the regional
Clearing House and to study a regional currency independent of the CFA franc.
Studies in this area are scheduled and should produce specific proposals in 1994.

However, at this point, the decisions made and approved by the ECOWAS member
countries are not observed, and it may be appropriate to mention Articles 13 and
17 of the agreement, which stipulate that the Council of Ministers must examine
to what extent its decisions may be applied to the Member States and the
circumstances under which the special situations of the States and the effects
these decisions may have on the revenue of those States must be taken into
account.

Article 17 stipulates:

Member States shall not levy charges, either directly or indirectly, in
excess of those they levy on their domestic products or otherwise charge in
order to protect their domestic products against products imported from the
other Member States.

The treaty was signed in 1975 but little progress has been made since then because
budget problems were largely responsible for the delay in implementing the terms
of the treaty. Protectionism, which still exists, is one of the barriers to more swift
progress.
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Moreover, customs questions are only a part of the objectives of the treaty and
some progress has been made. But the same problem exists for the ECOWAS
agreement and for a simple accord between Niger and Nigeria. The terms of the
agreement are not sufficiently explicit and detailed. They simply ask that certain
objectives be reached without really specifying how it is to be done.

During the visit to ECOWAS headquarters in Lagos, the members of the
organization's secretariat noted that little progress has been made to date. A
schedule giving the mandate to several committees to address applicable solutions
was prepared which should make it possible to achieve some of the treaty's
objectives in 1994 and identify how the terms of the agreement may be
implemented.
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IV. THE CASE OF NIGER

A. GENERAL PROFILE AND ECONOMIC SITUATION

Several studies have already been conducted on the regulation of foreign
trade in Niger. They include studies on the private sector, foreign currency
controls and the legal framework of foreign trade. Recommendations were
made for reforms and improvements in the regulations in effect.

In this report, and based on the main objective, which is "to make
recommendations as to the measures to be taken in order to guarantee
harmonization of Niger's regulations with those of Nigeria in order to
promote trade and partnerships among the economic operators of both
countries,” it seems that the position of both countries from a geographical
and economic standpoint must first be summarized.

Beginning with Niger, it can be seen that, despite its smaller population,
Niger has an area greater than that of Nigeria, although two-thirds of the
country is desert.

Principal resources

Agriculture
Cotton
Corn
Rice
Onions
Cowpeas
Cassava
Millet and sorghum

Mining

Uranium
Petroleum
Coal

Tin
Phosphate
Copper ores
Gold

Mining resources to be developed in 1990: gold and oil.
The area of Niger along the Nigerian border is the only fertile and arable

one, whereas most of Nigeria could be fertile and arable. Economically
speaking, it is from this border area that trade with Nigeria has developed.
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Politically speaking, the population which resides and works the earth on
both sides of the border is comprised of "Hausas," in other words, family
relationchips exist between them and they use the Hausa language.

Niger has a gross nationzl product estimated at $2.41 billion in 1988, while
Nigeria's GNP is $38.1 billion. Per capita income is $249 and that of Nigeria
is $349. Niger's population is approximately 7.8 million and Nigeria's is
112,000,000. Nigeria's area is 356,667 square miles and Niger's is 490,000
square miles. Eighty-seven percent of the population is illiterate in Niger
and 70% in Nigeria.

Moreover, since Nigeria's official language is English and Niger's is
French, the people along the border areas tend to forget about the official
languages and communicate using Hausa. Since all laws and regulations
on trade between the two countries are written either in French or English,
it seems obvious that these people have no great appreciation for these laws
and regulations, nor do they observe them to any great degree.
Furthermore, the vast majority of people on both sides of the border are
illiterate or claim to be. But even though the "Hausa" language promotes
trade in these border areas, it does not promote exports or imports to the
southern portion of Nigeria or to the North of Niger.

Obviously, the North of Niger is desert and it is almost entirely mining
resources such as uranium which generate exports from this area, other
than a handful of livestock.

The constraints this situation imposes on Niger's economic development
may be summarized as follows:

. It is landlocked with no sea or ocean.

. The amount of arable land is limited.

. The agropastoral sector is vulnerable to changes in weather.

. Its domestic market is small.

*  Environmentally fragile land is used intensively.

. There are problems developing appropriate technologies for
agriculture that relies on rain.

° The number of skilled workers is limited.

. Few children attend primary schools and hence the percentage

of illiterate children is very high. There is a lack of primary
health care services.

. The population is growing too quickly.
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To overcome all these constraints, it seems that the government has sought
to centralize control over the economy too much over the years, despite the
fact that it had an ineffective and excessively large administrative
framework and business sector.

This has raised obstacles to production and savings and hence, obstacles to
incentives for investments.

This situation has worsened over the last few years with the rise in the
public debt. To take action against this, the World Bank, the International
Monetary Fund, and most donor countries have suggested that the
government change the thrust of its policy toward decentralization and:

1. Adopt a policy of respecting investments made by economic
operators prepared to risk their money and energy.

2. Let the law of supply and demand govern prices and the
market.

This involved the following policy:
Supply side:  Liberalization of prices and markets.
Improvements in public management.
Move investment expenditures into the productive sectors.
Reform public enterprises.
Develop private sector activities.
Demand side: Improve the tax position.
Redirect lending to the non-governmental sector.

Maintain the growth of domestic credit at a level consistent
with trade stability.

Some of these measures have been taken, for example, the elimination of
import licenses and the reform of some public enterprises.

But the consequences of these measures and how they will be implemented
administratively remain to be defined. In other words, to what extent will
the government still be aware of trade and imports and intervene or not
intervene in the country's trading activities.

There is some reason to believe that customs and banks may be the
institutions that could provide some desired information:



1. Customs, through customs declarations when goods are
imported.

2. Banks, when letters of credit are opened in foreign currencies.

Procedures to be adopted for computerizing customs declarations and
coordinating letters of credit by banks to arrive at a coherent system to
obtain valid statistics are under study.

However, the elimination of import licenses applies only to some of the
constraints and problems that economic operators who wish to export to
Nigeria may face. In Niger, considerable studies have already been
conducted and were based on economic data, especially those which may
have an influence on controlling:

o The trade balance and the balance of payments;
o Protecting the industries of Nigerien business;
. Budget receipts and taxation;

. Exports to Nigeria; and

) Monetary exchange rate.

In Niger and, as a result of these studies, recommendations have already
been made in these areas, and that is why the information on Nigeria's
economy and the trend of this country toward a market economy are
studied "summarily” in the part of this report on Nigeria.

As a result of these studies conducted in Niger on these different legal and
economic aspects, the government took some measures mentioned below,
such as eliminating import licenses. It seems necessary to conduct a brief
study on the changes made in customs procedures as a result of this
decision; this study is done in the part of this report on this subject.

Moreover, to identify the changes to be made to improve trade between
Niger and Nigeria, the laws that have been adopted or still need to be
adopted so that the decision to eliminate import licenses is made jointly by
the different ministries in charge of implementing this measure. It is quite
obvious that if the Government wishes to facilitate and improve the export-
import system with Niger, the laws and regulations must be updated and
the merchants and state officials and employees in charge of implementing
them must be informed to the utmost detail about those changes that are
made.

In this area, it seems that much work remains to be done. Mr. Mouralis's
recommendations in this area are still valid.
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B.  IDEAS AND RECOMMENDATIONS FOR NIGER

When comparing Nigerian and Nigerien export-import laws and
regulations, a distinction must be made between laws that apply to
merchants involved in export-import and procedures to be completed at the
border to pay customs duties.

The laws and regulations that apply to merchants are generally indicated
in sections 2 and 6 for Nigeria and section 4 for Niger. The customs code
and procedures to be completed at the border are analyzed in the second
part of this report. After comparing these laws and regulations that deal
with merchantc involved in export-import, we must conclude that Nigeria
is more liberal than Niger because:

1. In Nigeria;

o No special approval is needed for export-import businesses.

. Obtaining an export or import license is no longer required.

. Obtaining foreign currencies which, at one time, was difficult

for Nigerian importers, is now unregulated. They simply open
a letter of credit in favor of the exporter at a private bank in
Nigeria.

. The only complications are: first, those created by the
requirement for an inspection by a designated agent of the
National Bank of Nigeria; and second, obtaining a certificate of
origin. The bank in Niger that accepts the letter of credit must
have confidence in the bank in Nigeria. Only one form need be
completed to open a letter of credit in favor of the supplier, and
that is Form "M," included in this report. It indicates the
documents that must be enclosed with it.

2.  ]n Niger:

Import licenses were also eliminated and the procedures to be completed by
an exporter or importer are indicated in the part of this report that deals
with customs.

But an exporter or importer must always present to customs the documents
that prove that he has paid for his trading license and his dues to the
Chamber of Commerce and to the transportation union, and that he is
listed in the commercial register. These requirements are the subject of
comments that appear later in this report.

Trade barriers between Niger and Nigeria still exist but are the result of
customs barriers and taxes such as the VAT, as explained in Part II.



The customs duties levied on exports from Niger to Nigeria make Nigerien
products more expensive than those of Nigeria and, consequently, not
competitive on Nigerian markets.

The exchange rate makes it even more difficult for a Nigerien exporter to
offer his products at a competitive price on the Nigerian market, because it
fluctuates and there does not seem to be any means to obtain information on
the price of the naira or on market prices in Nigeria or in Niger. Moreover,
customs barriers are contrary to the regional accords which Niger has
signed, as explained in the section on international agreements.

Finally, trade can only expand if production and trade volume increases in
Niger and, unfortunately, the tax system and trade regulations are not
suitable for such an expansion.

As indicated in section 5 on taxes, Niger's tax system thwarts the formation
of new small or medium-sized businesses, and this is one of the reasons the
merchants in the informal sector do not wish to pay them and move into the
formal sector.

Yet, the development of medium-sized businesses and the improvement
and incentives for an environment suitable for trade were the basis of
efforts to increase economic growth.

It must be added that, as indicated below in the observations on the rew
investment code, the anti-deregulation attitude of business and government
control of business persists.

This attitude also makes it difficult to implement the plan which was to
lower unemployment among civil servants as the reduction in the number
of civil servants was supposed to produce unemployment.

Finally, we were unable to find the study conducted with assistance from
the International Monetary Fund in 1988 which was supposed to be the
basis for reforming the investment code and the policy for trade and
customs tariffs as well as the pricing policy. Moreover, efforts were to be
made to provide technical assistance to entrepreneurs and improve the
banking system's ability to meet the needs of private investore.

As indicated on the subject of the new investment code, the opposite has
occurred, and despite progress made since the study was conducted by Mr.
H. Hardy in May 1989, most of his recommendations are still valid. We do
not believe it is necessary to reiterate the reasons these recommendations
were made since they were already given in the 1989 report.



The recommendations are:

Abolish or gradually reduce the statistical tax on exports and
imports.

Set expiration dates for all interim measures that affect foreign
trade and revise the procedures for extending the expiration
dates.

Eliminate all tariffs, quotas or bans on imports for imported
inputs for use in the agropastoral sector.

Develop a system to lower taxes and import costs for industrial
inputs used in manufacturing products for export.

Use the ban on products only to accomplish social and political
as opposed to economic objectives.

Suspend or lower the tax by 3% instead of the BIC on products
in transit.

Assist economic operators who process leathers and pelts to
survive as they are confronted with a deteriorating market due
to the devaluation of the naira and the purchase of leathers
and pelts from Niger by Nigerians as part of a capital flight
process whose objective is to obtain hard currencies in Europe.

Eliminate the "Export-Import Authorization Card" required of
Nigerien exporters and importers.

Explore metheds to make the Chamber of Commerce more
representative of the interests of economic operators.

Eliminate the trading license system or, in any case, allow
economic operators to pay for more than one trading license
and have more than one commercial specialty.

Emphasize services to be provided to economic operators by
training customs agents.

Redefine the role of the Ministry of Commerce by emphasizing:
- political decision-making
- justice for economic operators

- information services for economic operators.



. Organize meetings with economic operators to discuss the new
Trade Code and to take suggesticns that seem useful into

account.

J Increase coverage of the economy and business by the printed
and electronic media by using both national languages and
French.

e Arrange annual and semi-annual training courses for all civil

servants who deal with foreign trade by placing experienced
specialists in charge of organizing training courses in Niger's
major cities.

° Take steps to provide high-level training in economics and
business administration for skilled civil servants in the
Ministry of Commerce.

° Discuss the new Trade Code with the governments of
neighboring countries before implementing it.

. Convince multilateral donors to take Niger's interests into
consideration when they prepare adjustment programs for the
neighboring countries.

. Explore the possibilities of establishing a duty-free zone in
Niger.

. Explore the possibility of extending the railroad to Niger.

As the authors of studies in this area have already indicated, the
government should update the laws and regulations and should enforce
them.

It is doubtful that many people will be enthralled with the new investment
code. It does indeed reduce income and other taxes over several years to
some extent, but gives new impetus to the government's interventionist
attitude by giving it--and probably through the Economic Police -- the
opportunity to suspend the agreement with investors. The meaning of
“suspension” and the ability of the government or the Economic Police to
revoke the agreement is unclear. It was impossible for us to find one new
investor capabie of telling us how he interpreted the requirements of this
code.

Work permits for aliens must be renewed every two years; if an official
revokes the permit, an alien may no longer take care of his investment.
Apparently there are rumors that the Economic Police are putting such
pressure on some people.



The recommendations made by Messrs. Mouralis and Hardy must be
added to these recommendations in terms of some laws and regulations
that govern trade. These laws and regulations should be updated and the
officials in charge of enforcing them should be informed of this. Our
experience is that it is not easy to obtain these laws and regulations.

The government seems te be interested in this subject because a
commission has been appointed to prepare the new Trade Code.
Unfortunately, it also seems that the work required for Preparation is
making little progress. Moreover, and as Mr. Hardy recommends in his
report, "the drafv of the new foreign trade code should be discussed with the
governments of the neighboring countries before it is implemented” and
"multilateral donors should be persuaded to take Niger's interests into
account when they prepare edjustment programs for the neighboring
countries.”

Moreover, we would hope that the Joint Niger-Nigeria Commission, which
is working to improve relations between Niger and MNigeria, and which has
been working on a legal agreement between the two cnuntries, addresses
this issue.

Unfortunately, the Assistant Director of the Commission, Mr. Amadou
Nouhou, in the Director's absence, told Mr. Roussel that the Commission
was interested in preparing agreements but not in their implementation.
(On this subject. see the remarks made on the language and preparation of
the new trade treaty regarding the article of the old treaty on implementing
the laws and regulations of each country.)

Moreover, the legai agreement deals more with procedures than laws. But
since the will to do so exists, it would be extremely worthwhile for the
Commission to ask Niger and Nigeria if a comparative study of their trade
laws might lead to the preparation of a similar code for both countries.
Based on conversations with legal authorities in Nigeria and Niger, and
with the legal department of ECOWAS, it seems that the time for such a
study is now.

Such a study would be worthwhile not just for these two countries but for
the rest of Africa as well. It falls within the objectives of ECOWAS and the
Lomé Pact.

The occasionally antagonistic effect that French and English laws have had
on some African: countries, and on Niger and Nigeria in particular, should
also be emphasized and taken into consideration.

If a study were to be done taking these effects on the two countries into
account, it would be possible to see that, in practice, the trade laws of both
countries are not very different since they are intended to govern the same
transactions and trade among merchants. Psychological factors, such as
the French or English influence mentioned above, and the fact that they



persist, are exploited to have us believe that there are differences in
practice.

Actually, what differentiates them is that, for Nigeria, there is no genuine
trade code, but rather a company law and other decrees and laws that
address commercial transactions; in Niger, the study by Mr. Mouralis
indicates that there is not really any up-to-date provision that contains the
decrees and laws he lists and, for some, it is not kinown whether they are
still applicable. Therefore, there should be a preparatory study to
determine the issues a trade code should cover. In such a code, the
contract law which, in French law, is in the civil code, is the basis of the
trade code in American law. Trade codes were recently prepared for Mali
and Guinea, and the HSD Group, including FFA Niger, is part of this and
is a member of "Ernst & Young International," which also studied the
implementation of trade codes in several African countries.

In the United States there is a uniform trade code which has been adopted
by the fifty states in the Union.

Finally, in the area of sales contracts and world trade relations, the "United
Nations Commission on International Trade" had the countries involved
convene meetings after which a United Nations Convention vn Contracts
for International Sales of Geods was adopted.

Of course, it is perhaps still too early to talk in terms of a uniform trade
code for the whole of Africa, but it is certainly possible to produce a draft
that could be used to study and present an initial model of such a trade code
which could be accepted both by a country influenced by the English and
their language as well as by a country influenced by the French and their
language.

This would not only help Niger improve its trade with Nigeria, but with the
rest of Africa as well.



C. INVESTMENT CODE

Article 2 of the code (Annex I of this repori) provides real protection, both
from a legal and judicial standpoint, for all private investments.

But how can the Republic of Niger accomplish this when the laws that
govern trade are unclecar and when the courts are not always capable of
ensuring that they are observed?

Article 3 stipulates that individuals or business entities involved in an
activity in one of the sectors referred to in Article 9, regardless of their
nationality, receive the same treatment subject to the provisions of the
treaties and agrcements entered into by the Republic of Niger with other
countries.

But does the investment code cancel out the provisions of the law that
require an approval limited in time for any alien who wishes to trade in
Niger?

1. Article 14 -- Individuals or business entities which file for a
preferential regime under Article 12 must undertake to:

. employ Nigerien citizens on a priority basis and submit a
training and continuing education plan for personnel as part
of "Nigerization;"

. use materials, raw materials, products and services of
Nigerien origin on a priority basis;

J comply with national or international quality standards
applicable in Niger for products or services provided as part of
their activity;

J have a bookkeeping organization in order to comply with the
laws and regulations and existing relevant practices;

. disclose all information to be used to verify the observance of
the requirements of the approval.

2. Ariicle 18

In the event of a failure to observe the commitments:
. The approval may be suspended if three (3) months after giving
formal notice in writing, no steps have been taken by the
approved business to correct the situation.

. Approval! may be revoked:



a) If, within six (6) months of the date the approval is
suspended, the business fails to correct the situation.

b) If the business fails to implement its investment
program within twelve (12) months of the date the period
for installing the equipment expires.

c) On the busis of a proposal by the Investment
Commission, in the event of fraud or gross or
premeaitated negligence of the business to fulfil its
obligations, determined by the arbitration board. In
such a case, revocation shall result in paying back to the
Treasury the amount of the tax and customs benefits
obtained during that period.

o Suspension or revocation of the approval is determined using
the same criteria for granting approval.

These articles impose conditions which, considering the environment and
the difficulties inherent in communications, transportation and legistics
that any investor encounters in Niger, are difficult to observe.
Consequently, it seems that it would be somewhat dangerous for an
investor to agree to them.

The commitments required by Article 14 in terms of "Nigerization" (the use
of local products) may be interpreted by the Economic Police as they see fit
since, just how possible is it to determine the priority granted to Nigerian
citizens and materials, raw materials, products and services of Nigerian
origin?



It seems very important not to lose sight of the recommendations made by
Mr. Jean-Louis Mouralis and reproduced below on regulating foreign
trade.

In the draft dated July 1989, he first proposes general regulations for
foreign trade and then the methods for implementing them.

In the general regulations he suggests, dated July 1989, Niger's export-
import system still includes licenses which must be granted by the
government. These licenses were recently eliminated. Monetary
constraints which, in general, are the reasons licenses are prescribed, do
not count in trade within the CEAO and even in some ECOWAS member
countries. These organizations are even attempting to have a single
currency following the example of the countries of the West African
Monetary Union (WAMU).

However, there are other reasons countries may regulate foreign trade.
They include protecting local production from foreign competition. This is
why statistics on production, exports and imports are necessary so that the
country can set up create customs barriers which protect local preduction.

There is ~lso the fact that, in a country such as Niger, customs receipts are
a major share of the government's revenue due to the ineffectiveness of the
current tax system in this country. Since this is one of the few methods
used to fill the government's coffers, it is quite obvious that there is
considerable resistance to eliminating these customs barriers, even if it is
to the detriment of the country's economic development and contrary to the
objectives of the international treaties that Niger has signed and which are
mentioned above.

Other than the elimination of export and import licenses, the texts proposed
by Mr. Mouralis are still valid as part of government intervention for social
reasons, emergencies, or to protect local production.

Texts related to information on trade must also be vigorously supported,
and the research that Mr. Mouralis conducted to provide a list of decrees to
be repealed must be applauded.

We believe that it is undeniable that, not only the texts which govern foreign
trade in Niger are unclear, but that it is very difficult for an economic
operator, especially one in the informal sector, to obtain them.

As Mr. Mouralis suggests, the texts of the decrees must be adopted and
international agreements must be signed, and they must be printed quickly
and distributed.



We must go even further and arrange training courses or seminars to be
certain that enforcement officials are knowledgeable. This also applies to
courts and, even more, to economic operators for whom the Chambers of
Commerce, the press, radio, television and all methods of communications
should be used to inform them of the changes in the country's economic
policy.

The following recommendations from Mr. Mouralis's presentation must be
highlighted:

1. Clarification of the regulation of foreign trade, in other words:
a) Repeal some texts;
b) Repeal but replace some texts;
c) Revise some series of highly repetitive texts.

2. Regulation of trade must be brought to the attention of economic
operators and administrative employees who are to oversee
implementation. To do so:

a) The rules in effect must be implemented in terms of publishing
administrative and governmental legislative laws in the
Republic of Niger. (Ordinary and emergency procedure.)
Moreover, the ministerial authorities responsible for foreign
trade must be in a position to distribute their reguliatory
decisions better.

b) Official publication must be relayed through publication in
other organs, journals, newsletters fi)m the Chamber of
Commerce, and on radio and television in the official language
and national ianguages.

Upon publication in the trade code, it must be bound in such a way that it
can be quickly updated. The best solution would be to use notebooks.

3. Improve information for the agency in charge of foreign trade and
enable it to access the customs computer network.

Furthermore, we recommend eliminating prior approval to practice the
occupation of importer which is a source of abuse and, ultimately,
ineffective.

Repatriation of foreign currencies should be discontinued for exports and

repatriation of foreign currency proceeds from exports of industrial
products should be done through bank domiciliation.
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E. THE TAX SYSTEM IN NIGER

In the studies and reports we found on trade between Niger and Nigeria,
we noted that there is much discussion of liberalization and occasionally of
market economies without specifying what these terms may actually imply.

We believe it is important to stress this aspect of the issue somewhat
because the tax system has a substantial influence on the economy.

To determine the measures a government should teke to create an
environment appropriate for a market economy, the definition of what is
meant by this must be specified.

First of all, it must be recognized that the most important law
acknowledged to be the basis of trade is the law of supply and demand. In
practice, a government may intervene in different ways to attempt to control
supply, in other words, the prices at which the products or goods may be
sold on the market.

Price controls or taxes may be levied on these goods at the point of
production, shipment or sale. There may also be taxes on business
activities per se, as in Niger with the "trading license" and the fixed-rate
tax on sales.

Such intervention which affects the supply price may be increased through
sales taxes, value-added taxes, etc.

When goods or services are placed on the market, demand for them
depends on their price, because buying power is limited and, if prices are
too high, volume diminishes. As demand drops, producers and merchants
are themselves forced to reduce production or wholesale purchases because
they cannot sell off what they produce or their inventories.

Moreover, demand depends in part on psychology and the wishes of the
consumer who has the buying power. If he doesn't like a product or that
product's quality, he does not buy it. On the other hand, if he likes a
product, he may sometimes buy it without attaching very much importance
to price.

Therefore, a producer must be aware of what is pleasing or what the
consumer needs to be able meet these needs by producing the desired goods
with the required quality.

When we speak of free markets, this is the aspect of the issue that is
generally meant. We remember the results when production is regulated
and the government, through its officials, determines what will be
produced and where and to whom it is to be sold.



It is because of this policy that snow plows were found in Guinea in 1964,
because officials responsible to Moscow had made this decision without
contacting Guinean consumers. This is one of the reasons that led this
country to change its method.

When we speak of liberalization, it is in the sense that we wish to leave it up
to intermediaries, i.e., the merchants, to choose and run the risk of
determining where the demand is, in other words, which products or
services may meet purchasers' desires and needs.

The merchants run the risk of making inaccurate assessments of demand.
They are the ones who suffer the consequences and pay if they are wrong; it
is not the taxpayers who pay, as is the case if an official makes the mistake.

Since it is the merchant who must determine what is in demand, he takes
the risk of a wrong decision and discharges the government of its
responsibility for implementing resources in terms of capital, technical
know-how and the required market studies. It seems that it has been
proven that the government cannot do this with sufficient flexibility to
monitor supply and demand on the markets.

If we have attempted to review these few basic principles, it is because we
have found that the merchant's role in Niger is not understood in the sense
indicated above.

On the contrary, it seems that he is considered a "milk cow" to be milked as
much as possible. This is relatively understandable for a cow because the
farmer feeds and milks it, but less understandable for a merchant because
the government does not feed him.

Of course, in theory the government creates the environment necessary for
the merchant to be able to conduct business, and it needs resources to create
such an environment, which includes physical infrastructure, highways,
transportaticn, etc., and social infrastructure, enforcement agencies,
police and the defense of this infrastructure, i.e., the army, etc.

To be in a position to guarantee this environment suitable for trade and
economic development, the government needs revenue. But income and
other taxes as well as customs duties that give it these reserves must be
obtained in a way other than by imposing constraints and taxes on activities
and the capital of merchants as is the case in Niger.

If a merchant has no income, he cannot pursue his business, and then the
government loses its revenue as well because it depends on that of the
merchant.

Taxes, as levied in the countries in which liberalization has occurred, are
levied only on the merchants' income and the government and its officials
attempt to foster the formation and operation of businesses.



This means that no approval to form a company is required, nor are there
trading licenses or dues to the Chamber of Commerce or the transportation
union that merchants must pay.

Anyone is free to start a business if he wishes to form a company with
others; he simply must register it with the government. The government
does not give any approval but simply a certificate that the company has
been formed according to the law. Only at the end of the year does the
individual or company have to pay tax on profit. If he has not earned any
profit, he does not pay any tax. This tax system currently exists in Nigeria
and has existed and made economic development possible in the United
States.

If, as in Niger, the government wishes to control merchants' activities,
there are permits and controls and the official in charge usually asks for
special contributions from the applicant or anyone who seeks to avoid
controls. This is what is generally meant by the term “corruption.”

One other problem -- and among the most serious for the Government of
Niger in its relations with the informal sector -- is the income and other
taxes it attempts to collect which form a barrier to integrating the mass of
the informal sector and especially the new generation of young Hajjis who
are no longer illiterate but claim to be.

These taxes are a disincentive to the establishment of merchants or
businessmen in Niger, both Nigerians and aliens.

As for exports, customs duties also raise a barrier to the search for markets
through which Nigeriens can take their goods to Nigeria at a competitive
price which, in the current context, is the largest market to which they
have access.

Generally, these customs duties must be eliminated if the ECOWAS
regional agreement is to be ultimately recognized and observed.

It must be acknowledged that, since customs revenue and that from
trading licenses form a large share of the government's revenue, there is
nearly absolute opposition to abolishing them. See Chapter VI, Section A
for a more detailed discussion of this problem.

However, a tax such as the trading license has already been aboliched or
does not exist in the countries that wish to foster trade and economic
growth. Taxes are withheld from the real income of the merchants or other
members of the company who have income. It is inconceivable in these
countries that a tax could cut into capital as the "trading license" may do in
some cases.



We have included the laws that exist in Nigeria on this subject in our
report. In Nigeria, as in the United States, there is an income tax. Because
of its federal nature, the states collect income taxes from individuals and
the federal government collects them from companies.

The procedures to be completed for tax returns are found in Annex II and
III of this study. They show that some deductions are subtracted from
income for some expenses incurred and interest paid. They are almost the
same deductions as those in Niger for the BIC.

Obviously, Nigeria is not in the same situation as Niger because the
government may levy taxes on its largest source of revenue and export: oil;
but Niger, due to the drop in the selling price of uranium, cannot do this.
But Nigeria is attempting to diversify its production and its exports other
than oil since oil will not last forever and its price may vary as well.

How then, confronted with the urgent need for funds, can the Nigerian
government abolish the trading license as recommended?

It is quite obvious that to do so would probably require a complete change in
the tax system and in taxes that have no direct relation to income.
Moreover, we must consider the taxpayer's opinion of indirect taxes such
as the VAT (which is regressive, in other words, the poorest taxpayers
must pay it just as the wealthier ones).

The reasons the government cites for basing taxes on transactions and the
visible and easily verifiable parts of trade are the tradition of separating the
class known as "formal" or modern from the informal class, most of which
is comprised of illiterates and hence, in the current state of affairs, it is
impossible to collect taxes based on tax returns, as is the case in Nigeria,
because illiterates cannot fill out the forms.

Along these lines it is appropriate to point out that Nigeria has a percentage
of illiterates almost as high as that of Niger, and that is why it seems
worthwhile to study the method in that country.

The general idea is that, if the country's economy develops, earnings from
production and services increase, and taxes increase proportionally since
they are based on income. The problem is how to determine income if
individuals fail to report it. In Nigeria, the law requires that all companies
keep books. The books may be kept by a company employee if the owners are
illiterate. If no books are kept the government or the Tax Department may
estimate income and collect tax on the estimated income. Of course, this
requires a tax department capable of auditing all businesses and
individuals. Obviously, this is not feasible in Nigeria or Niger. But it is not
feasible in almost all countries of the world. The method to solve this
problem is to select a certain number of tax returns and audit them for
‘accuracy. If some are found to be incorrect, severe penalties are imposed



and serve as an example to the majority of taxpayers who fear being the
subject of such an audit and file accurate returns.

Consequently, it is important to establish a tax system that, initially, may
not be applied to all citizens but, if given enough publicity, may result in
having individuals file their returns and file them correctly over time.

It is certain that this method, which involves auditing some returns and
estimating the income of those who have not filed returns, requires a great
deal of patience to obtain results.

There are other methods to apply pressure to make individuals understand
that they must file their returns. One such method is to require that one
copy of the tax return be produced whenever the individual wishes to obtain
a government service or approval. This happens to be the method used for
the trading license, where proof of payment is required when a merchant
applies for an import license.



V. THE CASE OF NIGERIA

A. BACKGROUND INFORMATION AND STRUCTURAL
ADJUSTMENT PROGRAM

To understand the measures taken by the government under the
restructuring program it may be necessary to provide additional
information about Nigeria's economy and its reforms.

Hence, the following estimates apply to Nigeria:

Available hectares of land 98.32 million

Irrigated hectares with adequate precipitation 74.04 million

Hectares suitable for farming 47.60 million

Hectares of permanent prairie 25.00 million

Farmed hectares 5.50 million

Number of working farmers 6.02 million
Commercial crops:

Cacao Rice

Sugar Wheat

Cotton Cassava

Tobacco Millet

Palm oil Corn

The annual harvest in 1987 was 17.79 million metric tons.
Livestock was comprised of:

Goats 31 million
Sheep 12 million
Cattle 6 million

In 1980 fisheries were estimated to have 882,000 metric tons of fish. Nigeria
is the third largest producer of oil in the world with reserves of 16 to 17
billion barrels. Daily production is 1.3 million barrels.

Mining resources are comprised of:

Coal Limestone
Iron ore Lead

Tin Columbite
Uranium Tantelite
Phosphate Marble

Despite these considerable natural resources, Nigeria's economy, after
growing due to the price of oil in the seventies, has tapered off considerably
in the eighties. This has led the Nigerian government to negotiate with the



World Bank to obtain a loan for a structural adjustment program prepared
in 1986.

Under this program liberalization and a move from a centralized economy
toward a market economy began between 1986 and 1988 and the World Bank
granted a loan of $500 million per year to Nigeria to implement structural
adjustment.

This new thrust toward a structural adjustment program resulted from the
following findings made in the late eighties after costly and overly-

ambitious industrial projects initiated from profits from oil exports proved
to be money losers. The findings are as follows:

. Excessively heavy geographical concentration
o High production prices

o Low added-value

| Severe under-utilization of production capacity

. Excessively high percentage of imported products for local
manufacturing

o Low level of foreign investment in industry.

This situation was attributed to:

. Insufficient infrastructure

° A lack of management capability

o A lack of a solid technological base

. Other factors

. The manufacturing sector depended too heavily on imports.
To address this situation the structural adjustment program proposed
deregulating imports and revising the regulations on structure for
protecting local industries and to encourage investment.
The program's goals were to:

o Increase exports other than oil.

° Reduce the utilization of raw materials for imported products
for manufacturing industrial products in Nigeria.



L Attain food self-sufficiency.
L Give the private sector a large role to play.

Moreover, an agreement was reached on the foreign currency market with
a plan including several steps.

The first part involved:
o Devaluing the naira to foster exports.

L Abolishing import licenses and allocating available foreign
currency by auction.

L Lowering and realigning customs tariffs (to protect local
industries and force manufacturers to reduce their
dependence on certain raw materials or imported equipment).

L Abolishing customs duties on exports.

o Requesting austere management policy measures to avert the
dangers of inflation and excessive devaluation.

L Gradual privatization of many parastatals.

These measures seem to have stopped the deterioration of the economy and
have made a small amount of growth in local production possi.le.

However, the growth rate did not reach the projected rate and some
measures taken in 1988 to stimulate total agricultural production and lower
the unemployment rate resulted in an about-face of the economy, but did so
at the cost of a high inflation rate and severe pressure on the exchange rate.

However, certain statistics seem to indicate some progress. Industrial
capacity rose by 4.7% and the use of imported materials dropped from 12%
to 25%.

2. Nigeria's macro-economic indicators;

o According to the President's budget address in 1989 the
constant cost factor rose in 1988 by 4.1% compared with 1.78%
in 1989.

L Projected economic growth was 4.01%, rising by N. 142.18
billion in 1988 to 167.023 in ~989.

. Growth was distributed by sector as follows:

- 8% for industry
- 4% for agriculture



- 3% for transportation

3. Economic Thrust of Nigeria's Structural Reform P

One of the reasons for the devaluation of the naira as explained in World
Bank studies was that during the 1970 and because of the oil boom, the
resources needed to accommodate the expansions of construction and
urban services associated with the increase in public expenditures came at
the expense of non-oil traded goods. Traditional agricultural exports were
particularly hard-hit since the exchange rate was allowed to appreciate
substantially. Import competing productior: was affected less as import
restrictions and an ineffective system of price controls allowed prices of
these goods to be maintained well above world levels. Import based
consumer good industries which contributed little domestic value added
prospered.

When the o0il market weakened in the early 1984, sizeable external and
fiscal unbalance emerged. As deficits increased the government took
measures to redress the deficits. Budgetary expenditures were slashed and
imports drastically reduced. Production in most sectors fell sharply.

In 1983 the Babangida government structural adjustment program was the
response of the government to redress the situation. Its centerpiece was a
market determined exchange system and the elimination of import
licensing. The large foreign exchange gap in 1980-87 and consequent debt
obligations was filled by a development loan from the World Banlk.

As a result of this policy, the government had to increase the domestic price
for petroleum products to offset a federal budget deficit of 20% of GDP.

The monetary policy had also to be tightened to contain the wage and price
pressures resulting from the devaluation. Interest rates were increased
and bank cash reserve requirements were also increased.

4, Effe f Naira Depreciation on Agri ltuval Prices

The cost of living increased in part because of the increase in the price of
staple foods. With regard to farm input, most farmers especially owners of
large commercial farms faced acute shortage of equipment and spare parts
due to high cost of borrowing and continued depreciation of the naira
exchange rate which made importation very expensive. All commodities
world market price index coraputed in U.S. dollars declined sharply by
22.5% to 98.9 (1975=100). In naira terms, however, the index increased by
26.4% as a result of the continued depreciation of the naira exchange rate.
See the Tables 3.5, 3.6 and Chart I at the end of this chapter.

In naira, sven with the over supply in most commodity market all
commodities except cocoa showed substantial price gains ranging from
24.3% for soy bean to 114.2% for groundnut oil.



Domestic produce prices of most of the agricultural export commodities
showed appreciable gains during the year due to the continued decline in
the exchange rate of the naira. For instance, prices of benniseed,
grouudnut, palm kernel, soyabeans and rubbers recorded increases of
156.0, 185.4, 150.0.64.0 and 33.3%, respectively over their levels in the
prececing year. However, the producer prices of cocoa and palm oil fell
largely as a result of sharp decline in world market. The price of cccoa, for
example, dropped by about 31.8%, from an average of -- 11,000 per ton in
1988 to 7,500 per ton in 1989, while that of palm oil declined from 1,500 to
1,310 per ton.

5. Effect of Naira Depreciation on Domestic Output in General

As a result of the depreciation of the liberalization measures, and changes
on import duties and excise schedule of project local production, there has
been a decrease on imports, but also an increase in the prices.

The figures given by the World Bank domestic currency price for exports
have risen sharply and investment and employment in the export sector
have picked up. To what extent is not said. The shift in relative price is
also changing the consumer demands pattern.

The domestic output has fallen in 1987. The consumer price index rose by
35% in May of 1988. In May 1988 food prices were 50% higher than in May
1987. There was also a sharp rise in unemployment. This in turn is said to
change the migration from countryside to cities to migration from cities to
countryside because of the increase in the price of food.

The federal government’s increase naira earnings have been broadly offset
by commensurately higher naira expenditures for foreign debt service and
import dependent public investment projects. For State governments who
share in oil earnings via the revenue sharing formula are less encumbered
by foreign obligations. Their budget have increase and over time should
permit some restoration of social services which had been drastically cut
back in the pre-reform era.

Adjustments in the foreign exchange rate have resulted in a generalized
increase in prices because of the high import content of industrial capacity.
This has led to higher cost of living and lower living standards for the low
income groups. The increase in the cost of credit due to the tight monetary
policy has affected enterprises with high debt/equity ratio. Rationalization
has resulted in retrenchment and led to social problems. These problems
can be solved in the long run through reduced import dependency,
diversification of the production base, enhanced competitiveness, a
rationalized public sector and especially through increased capital
investment in appropriate industries and enterprises.

41



From the point of view of attractiveness for investment and international
competitiveness of manufacturing industry, the substantial devaluation of
the naira (from 0.8 per dollar in 1983 to 5.3 per dollar in 1988) has
considerably reduced the dollar cost of wages and salaries as a component
of manufacturing costs. But there are other problems such as the list of
laws and regulations relevant to investment in Nigeria indicated. That list
is included at the end of this Chapter. The following excerpts from a World
Bank report correspond to the evaluation found in the Central Bank of
Nigeria report.

The exchange rate depreciation has also altered relative income within the
private sector. Although overall GDP growth has been limited since the
introduction of SAP because of the foreign exchange constraint, the
changed structure of incentives has implied increases in income for some
and losses for others. For example, the exchange rate depreciation has
sharply increased returns to non-oil exports, and producers of agricultural
cash crops, especially cecoa, have enjoyed significant increases in their
output prices. Those engaged in the manufacture of products base on local
resources have also benefited from the movement in the exchange rate.
With respect to food crops, the effect of the SAP has so far been small
compared with the impact of weather conditions. Adjustment-related
supply shifts into cash crops and adverse weather conditions caused a 10%
decline in total food crop production in 1987. But the resumption of more
favorable weather patterns -- and sharply higher prices -- i8 expecied to
result in increased production of food crops in both 1988 and 1989.

Prior to the introduction of the SAP, the rate of urban unemployment had
risen to 11% as a result of the decline in oil revenues and real public sector
expenditures. In the initial phase of the SAP, the situation worsened as the
large scale manufacturing sector continued to release labor. But by March
1988, the urban unemployment rate had fallen below 8%, suggesting
considerable buoyancy in the informal sector and the emergence of new
enterprises. The reduction in urban unemployment also reflects a
movement of labor back to agriculture in line with the newly emerging
structure of incentives. Survey results indicate that most migrants
returned to ‘heir own villages and gained access to land relatively easily.
Family land allocation mechanisms thus seem to have been able to
accommodate the re-entry process. These favorable developments
notwitnstanding, overall unemployment has not decreased. Growth in
employment of 3% a year has been sufficient to just offset the increase in the
labor force leaving the aggregate unemployment rate broadly unchanged.
Thus, while the effects of the SAP can be discerned in the changes in the
structure of employment, an improvement in the unemployment situation
will require further relaxation of the foreign exchange constraint.

While the principal losers from the drop in oil prices and the program have
been the urban middle classes, rising food prices have highlighted the
plight of the poor in Nigeria, who spent over 75% of their income on food.
These effects have been exploited by the opponents of reform, who have



argued that the program “lacks a human face.” In the circumstances, the
government recognizes the need for special measures tc mitigate the social
costs of adjustment and is taking action along two fronts. First, in view of
the urgent need for additional flows of foreign exchange, the government is
preparing for a consultative group for Nigeria. The first meeting of the
Group would provide an opportunity to generate concessional assistance to
finance the increased flow of imperts necessary for adequate growth. The
recent Bank decision to :inake Nigeria IDA-eligible will improve
substantially the prospecis for a successful meeting. Second, the
governmenti’s public irvestment program is being focused more dircetly on
the needs of the poor. For example, within the share of the budget allocated
to education, funding is being directed away from higher education towards
primary education. Similarly, health expenditures are being directed
increasingly towards primary care, with the objective of establishing one
model health care unit in each local government area. In addition, the
government is preparing several projects that are designed to address
specifically the needs of some of the disadvantaged groups in society. Along
these are the entrepreneurship development program which help those
seeking to establish new businesses, a public work program intended to
generate employment while simultaneously creating fixed assets, and a
mass transit scheme, which will support the development of inexpensive
urban transport and offset some of the effects of higher fuel prices. These
programs would be candidates for funding through the consultative group.

6. Annual Report of the Central Bank for 1989

In its report for the year ended December 31, 1989, the Central Bank of
Nigeria indicated in its review of economic policy measures in 1989, that:

Economic policy in 1989 attempted to control inflation, reduce pressures on
the foreign sector, both to foster private sector production and to minimize
the unemployment problem. Therefore, the type of economic policy adopted
was somewhat restrictive.

The purpose of the tax policy was to support greater domestic production
and mobilize more revenue.

The figures and information available to us show that domestic production
grew and that there was a favorable turnaround in the balance of
payments. However, despite the fact that inflation decreased slightly, the
rate was still high at the end of the year.

7. i nomic an liti

It was necessary to stop the adverse social consequences of the Structural
Adjustment Program (SAP) and, at the same time, consolidate its gains.
This was the basis of economic policy measures in 1989. As a result of this
objective, expansionist monetary and tax policy measures were taken.



Although the economy grew by 4.1% in real terms, the inflation rate rose,
whereas the unemployment situation deteriorated. (See the table showing
the consumer price curves for 1988 and 1989 in Annex 8.)

Thus, the primary goal of economic policy in 1989 was to support economic
growth, stop inflationary pressure and, generally, put the adjustment
procedure back on the right track.

Specifically, the core of the 1989 economic policy was to:
1. Control inflation.

2. Reduce pressure on the foreign sector to achieve a good balance
of payments position, stabilize the naira's exchange rate and
build up sufficient foreign currency reserves.

3. Stimulate the productive capability of the private sector and its
production.

4, Levy taxes.

To achieve this policy, measures were taken in the areas of credit and
currency; they involved, among other things, setting the objective for
growth and fiduciary circulation to be attained in 1989. Domestic credit
combined credit from the government and the private sector with credit
from investment and commercial banks.

The other monetary measures involved the basis for calculating the volume
of banking costs.

A distribution of the permissible crzdit lending for 10% growth by spreading
it out over a six-month period.

Amendments to monetary policy include:

o Permission to grant Nigerians more credit facilities to
purchase securities of privatized companies.

o The bank discount rate was raised by .5% to 13.25%.

o The banks' compulsory monetary reserve was reised to 21%
and liquidity was raised from 27.5% to 30%.

o No financial institution in Nigeria may lend money with funds
located abroad as a guarantee.

o All governmental accounts must be opened with the National
Bank. Other measures involving bank accounts and lending
rates were taken.



Finally, treasury bonds were sold at auctions. The liberalization of trade,
adopted in 1988, was pursued, and private foreign exchange services were
approved.

Tax policy measures:

o To raise the government's revenue, several products were
removed from the list of products not to be imported and high
taxes were levied. Among these products were cigarettes,
jewelry, precious metals and gambling equipment (200%).

o A tax on beer, wine and spirits increased from 30 to 40%.

J The sales tax on beer and non-alcoholic beverages rose as
much as 5 kobo per bottle.

o Subsidies for fertilizer were reduced.

o Taxes to be withheld on interest paid, rental income, etc., were
set at 15%.

A series of measures to assist tne poor social class included an attempt to
create jobs, recruit technical, mathematics and science teachers, and set
up farms in universities.

The National Bank of Nigeria's assessment of these measures paints a
positive picture. But, in reality, the situation is not so bright.

For example, the articles in the "Daily Time" newspaper (Annex 7 of this
report) indicate that the conditions for the middle class are deteriorating
and that banks have not observed the directives from the Central Bank,
which attempted to reduce their liquidity. Now they must absorb 4 billion in
bad debts because the loans they made were not analyzed or guaranteed.



There is an office in Nigeria that keeps a list of companies that is more or
less the same list as the "commercial register" in Niger.

A Nigerian citizen who wishes to set up a business may do so without
registering it unless he is engaged in a business that involves providing
certain services that require skills for which a license is required:
physicians, attorneys, engineers, etc.

As for taxes, there is no trading license system but, at the end of the year, a
merchant or person engaged in any activity that allows him to earn a profit
must file a return with the tax departinent and indicate his profits. This
return is completed on Form A, a copy of which is found in Annex II of this
report. If he fails to file a return, the tax department may estimate his
profits and require him to pay taxes based on the estimate.

For limited liability companies or corporations, the procedures to be
completed are set forth in Articles 18-20 and 35 of the decree on companies,
the translation of which appears below.

These companies must also complete the procedures required by Article 35
of the Law. If a commission to review applications for registration refuses
to register a company and issue a legal formation certificate, the company
may ask the courts to intervene. Once the company is registered it has all
the powers indicated in Article 37 of the translation of the law that appears
below. For tax purposes, a company must complete Form IRC 3C (in
Annex III).

a. Article 18

Effective with the adoption of this decree, two or more persons may form
and create a company and must comply with the conditions of this decree
regarding the registration of said companies.

b. Article 19

1) No company, general or limited partnership with over 20
persons shall be formed for the purpose of doing
business for profit or gain by said company or general or
limited partnership or by one of the individual members
unless it is registered as a company under this decree or
is formed under other laws or decrees in Nigeria.

2) In this section nothing applies to:



a) A cooperative registered under the provisions of
any valid legislation in Nigeria.

b) A partnership with the purpose of practicing:

. As a member of the legal profession or
formed by persons who are each members
of the legal profession.

. As an accountant or formed by persons who
are each authorized by the Law to practice
accounting.

c) If the number of members of a company or
general or limited partnership exceeds 20 people
at any time and, in violation of this section, they
are engaged in operaticns for more than 14 days
and are still in violation of this decree, any person
who is a member of said company or general or
limited partnership during said period who is also
engaged in commercial operations after said 14
days shall be liable to payment of a fine of 25 naira
for each day during which the violation continues.

Article 20

Unless an individual meets the requirements of subsection (2)
of this section, he may not participate in the formation of a
company if:

a) He is under eighteen years of age;

b) He is mmentally incompetent and if a court in Nigeria or
elsewhere has made such a determination; or

c) He is bankrupt; or

d) He is disqualified under section 254 of this decree from
being the director of a company.

A person shall not be disqualified under this paragraph (a) of
subsection (1) of this section if two other persons not
disqualified under this subsection have subscribed to the
memorandum,

A company being liquidated as a result of bankruptcy may not
form a company pursuant to this decree.



4. Subject to the provisions of all legislation regulating the right
and capability of aliens to form or take part in a company or
business, an alien or a foreign company may participate in the
formation of a company.

9. Registrati £ .
a.  Article 35

1. Effective with this decree, a company shall be formed in the
manner indicated in the following section.

2. The following shall be filed with the commission:

a) A memorandum of partnership and the articles of
incorporation of the partnership in compliance with the
requirements of this part of the decree;

b) Notification of the address of the registered office of the
company and its headquarters if the latter is different
from the registered office. It is understood that a PO box
address or a private address shall not be accepted by the
commission as the address of the registered office.

c) A declaration on the preceding form including a list and
information as well as the consent of the persons who
shall be the initial directors of the company.

d) Any other document to meet the requirements of any law
regarding the formation of a company.

3. A statutory declaration on the prescribed form filed by a
member of the legal profession that the requirements of this
decree for the registration of a company have indeed been
fulfilled shall be submitted to the commission which may
accept said declaration as sufficient proof that the
requirements have actually been met.

It is stipulated that if the commission rejects a declaration, it must send a
rejection rotice to the person who filed the declaration, giving the reasons
for the rejection, and must do so within thirty days of receipt of the
declaration.

b. Article 36

1. The commission shall register the memorandum and articles
of incorporation unless, in its opinion:

a) They do not meet the requirements of this decree;



b) The type of business the company wishes to conduct or
the object or purpose for which it was formed or any of
the above is illegal; or

c) If any member of the signatories to the memorandum of
formation is incompetent or disqualified under section
20 of this decree; or

d) If the requirements of any other law on the registration
and formation of companies have not been met; or

e) The proposed name conflicts with or appears to conflict
with a trademark or a registered trade name in Nigeria.

Any person who suffers damages from the decision of the
commission under subsection (1) of this section may notify the
commission to ask the court to give him directives and, within
21 days after receipt of such notification, the commission must
ask the court to issue said directives.

To satisfy itself as stipulated in subsection (1)(c) of this section,
the commission, in writing, may ask a signatory of the
memorandum to file and present to the commission a statutory
declaration to prove that he is nct disqualified from taking part
in the formation of a company under section 20.

The measures to be taken under this decree to form a company
shall not include any invitation to purchase securities in any
manner whatsoever using a prospectus.

After registering the memorandum and the articles of
incorporation the commission shall certify under seal:

a) That the company was formed legally;

b) For a limited partnership, that the liability of its
pertners is limited by shares or guarantees; or

c) For a corporation, that the liability of the members is
limited; and

d) That the company is either private or public as
applicable.

The certificate of formation shall be "prima facie" proof that all
the requirements of this decree with regard to registration and
that the procedures, preceding or incidental, have been met



and that the partnership is a company approved for
registration and is duly registered under this decree.

c. Effect of Registration

Effective on the date of formation indicated on the certificate of formation,
the signatories to the memorandum, with any other person who may from
time to time become a member of the company, shall form a company with
the name indicated in the memorandum and shall iramediately be able to
exercise all the powers and functions of a company formed, including the
power of owning land, inheritance and a joint seal, but with its members
having the responsibility of contributing to the assets of the company in the
event that it is dissolved as indicated in the decree.



C. TAXES IN NIGERIA

There are two types of taxes in Nigeria:

1. The income tax, to be paid to the government; in other words,
this tax is collected by each state in the Federation of Nigeria.
Form A is sent to every taxpayer who must fill the form out
and send it back to the state. Form A (Annex 2) is the one used
by the state of Lagos.

2. The income tax and capital gains tax, for which the forms
must be completed by companies and paid to the Federation of
Nigeria. This is form IRC 3C of the Federation of Nigeria, also
included in Annex 3.

There is no tax on capital other than the tax on capital gains earned
through sales or transfers of capital. Since these taxes are based on
earnings and not partially on capital as in Niger, these taxes are paid only
by those merchants who earn a profit and hence must pay taxes.
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D. LAW ON FOREIGN EXCHANGE CONTROLS
1.  Background

One purpose of the structural adjustment program was the liberalization of
trade. This was adopted in 1988 and private foreign exchange services are
now approved.

Export and import licer ~es have been eliminated. To order products in
foreign currencies, the :mporter must now complete Form M (Annex 4)
and submit it to his private bank. An unofficial translation of this form is
also included.

It must be pointed out that, in Nigeria, if an importer may file a letter of
credit with his bank, that does not necessarily mean that, in Niger, and for
a Nigerien exporter, a letter of credit will be opened under his name by a
Nigerien bank. Actually, banks in Niger only agree to open letters of credit
if they are certain that the Nigerian bank wiil have foreign currency
available.

It must also be mentioned that a clearing house was set up in 1975 for the
countries that signed the ECOWAS agreement and that the clearing house
deals with problems regarding the use of the currencies of its members in
commercial transactions in the region.

Unfortunately, the activity of the clearing house has ebbed for many
reasons. An introduction to the clearing house appears in section 10 of this
report.

2. ral lic of Nigeria--1962

Exchange Controls

There are no restrictions on taking money out of Nigeria, but there may be
administrative delays. To export profits from a business, ap, <oval from the
Ministry of Finance must be obtained after filing an application which
must be accompanied by a certificate indicating that the taxes have been
paid.

To obtain payment for goods sold in Nigeria, the purchaser in Nigeria must
obtain Form M (Annex 5) from his bank to purchase foreign currency.

To meet the requirements of the World Bank and the IMF, Nigerians have
manipulated the taxes on imported products by raising posted values
relative to normal values. Some political influences have contributed to this
situation.

This was contrary to the spirit of the ECOWAS agreement and the concept

of liberalization. On the contrary, USAID in Niger has successfully lobbied
the Government of Niger to reduce the customs duties for exported livestock



and other agricultural products reduced to foster the country's economic
development.

For foreign currency exchange and because of ¢he time it takes to develop a
single monetary zone -- this was also stipulated in the agreement for the
community -- a meeting of the governors of the central banks was convened
in 1990 and, at the close of the meeting, it was decided that a joint monetary
authority would work to solve the follcwing problems:

1.

In 1990, study the type of barriers other than tariff barriers
among Member States and make recommendations to find
solutions to eliminate thein.

In 1991 the details of the harmonization of macro-economic
policies will be negotiated and, in particular, tax policies
related directly to monetary harmonization, non-tariff barriers
and the protocol, rules and regulations regarding these
problems.

The preparation of the protocol for a joint monetary authority
will be completed in 1992.

The bylaws, rules and regulations of the joint monetary
authority will be completed before 1992.

The protocol, bylaws, rules and regulations will be presented to
the authority at its 1994 session.

The remainder of 1994 will be spent on the ratification of the
protocol for the creation of the single monetary zone and the
single monetary authority.



Incentives for agricultural production and exporting these products exist in
several forms and, in particular, those for local production through
institutional and tax measures, such as:
Those regarding export incentives, including:

o Guarantee and insurance for export loans

o Fund for export development

. Fund for export expansion

o Arrangement for the adjustment of exports such as the
domiciliary account for foreign currencies

. Abatement for capital and repatriation

Those which relate to protecting the local production of certain agricultural
products by a ban on importing these products such as:

d Rice

° Corn

° Vegetable oil
d Wheat.

Those which provide incentives to industry, linked to agricultural
production such as:

o Upgrading technical capabilities
. Efforts to use local materials

. The creation of an agricultural research and development
committee

. Efforts to attract foreign capital for agricultural investments

o Foreign and domestic incentives to raise agricultural
production in Nigeria.



Other institutional and tax measures taken by the government to foster
growth in agricultural production include:

1. Benefits for obtaini it

For commercial banks, the sector-based allocation for agriculture was
increased from 10 to 12%, whereas the level was raised from 3 to 5% for
commercial banks, the loan moratorium has become:

a. One year for seasonal crops, in other words, cotton and
groundnuts.

b. Four years for livestock and commercial crops.

c. Five years for medium-sized and large “arms with substantial
capital.

d. Seven years for livestock operations.

The minimum percentage of deposits that rural bank branches may grant
as loans to farra borrowers was raised from 30 to 40%:

o Farzm credit guarantee 8 to 9%.
o Commercial bank agricultural production 9%.

. Banque Nigériane agricole et cooperative (Iends to agriculture
at 8 to 9%).

2. i ion_of Pri icul

Imported farm equipment and raw materials for fodder or feed for
livestock, exempt from customs duties.

Farm inputs such as agricultural machinery, equipment, pesticides,
fertilizer, etc., are sold to farmers with a 50% subsidy.

3.  Tax and customs duties exemptions

The Federal Government will offer a tax exemption by issuing a pioneer
certificate for a period not less than five years for any agricultural project or
project related to agriculture which uses materials produced locally.

The ministers of agriculture of the states also distribute seeds and
seedlings at heavily subsidized prices.

Where farmers have difficulties selling their grains, the Nigerian Grain
Commission purchases grains and guarantees a minimum price equal to
the production price plus a margin of 10 to 15%.



Opportunities are provided to lease tractors at subsidized prices. Training
programs are arranged for farmers to learn how to use herbicides and on
farm management, etc.

Outboard motor boats and modern fishing equipment and accessories for
local fishermen are provided.

Companies that manufacture farm equipment receive a 10% investment
rebate at the end of each annual period to cover expenses incurred for the
plant or equipment.

4  Proects funded with interpational assist

The World Bank is also interested in agricultural development and is
conducting a study on the Nigerian strategy for agricultural growth. A
World Bank representative provided the following information on
assistance from the World Bank:

A project to assist in developing ex.ension has begun and services for
farmers are being provided in 21 states.

The fertilizer subsidy is too costly for the government, especially recently,

due to progress made by the extension services, and the demand from

farmers for the fertilizer has increased considerably and, as a result, the

lglovemment's expenditures for this subsidy (which it is trying to eliminate)
ave risen.

However, this fertilizer is necessary to raise self-sufficiency for rice and
wheat. Besides direct subsidies there are indirect subsidies for farms, in
particular:

. Electricity, for which the farmer pays a very low price.
. Water, provided free of charge.
. Seeds, distributed free of charge.

In addition, the European Community has a large project to control
desertification control and improve irrigation. The World Bank is
interested in a project to conduct more agricultural research. There is also
a seed improvement project and another to plant more rubber trees and
palm oil trees, etc.



5.  Protection of domestic industries

Customs duties on a number of products used for local industries were
lowered. These products include parts for batteries for which duties were
reduced from 45% to 25%; steel plate from 20% to 10%; reduction of duties
for imported transportation equipment. 10% reduction of profits on
research companies.

Conversely, customs duties on products manufactured locally, such as
syringes and needles, were increased fiom 25% to 40%. Enameled products
from 40% to 50%, etc. Severe penalties, such as life-in-prison sentences and
seiztt)zres of property for smugglers were adopted to ensure that the program
i8 observed.

Other measures:

Instead of directly taking part in agricultural production and distribution,
the government has turned to upgrading the physical and institutional
infrastructure which may facilitate the way farmers react to market
incentives and the need to meet the growing need in the demand for food.

The primary strategy here has been the development of market roads and
incentives to foster competition in prices producers charge at the farm or
market.

After the prices of rice, beans, peas and corn were raised during the year,
the federal government banned exports of these products in April 1989. It
also ordered the states to put their seed reserves up for sale. It encouraged
farmers to store their seeds as reserves by setting up a national project for
this purpose.

A loan of 2 million naira was given to an institute for research on and the
production of small storage units and the development of a cadre of
extension agents.

There is no doubt that the long-term outlook for growth in production and
the number of jobs created required an increase in the investment level,
especially in order to extract the country's vast natural resources.

Consequently, and to develop incoming foreign capital, the government
amended the decree on the development of Nigerian businesses of 1977. It
set up an industrial development coordinating committee and replaced the
seven approvals that had to be obtained formerly with just one window
authorized to grant permission to set up a business. Moreover, with this
amendment, there was only one list of businesses reserved exclusively for
Nigerians in an effort to reserve 100% of ownership for Nigerians as
opposed to the three lists in use previously.



All other businesses not on this list, reserved exclusively for Nigerians, are
now open to 100% Nigerian or foreign ownership except in the banking and
insurance sectors. Nigerians and foreigners are free to negotiate levels of
ownership in these businesses that are not on the reserved list.

Foreigners may also have an interest in the businesse- on the list adopted
in Nigeria provided that:

a. The interest is not less than 20,000,000 naira, and

b. Prior approval from the industrial development coordinating
committee is obtained.

The law on the development of Nigerian businesses which stipulated that a
certain number of businesses and industries were not open to foreigners
was amended as indicated above, and now foreigners may own an interest
in those businesses indicated in the law whose list is included in this study.

Before being able to open a business, the issue of foreign exchange must be
taken into consideration by a foreign investor and a Nigerian who wishes to
become involved in export-import.

The issue involves the repatriation of capital and income.

Approval for setting up a business or industry is also required.
Furthermore, the principal requirements that apply to foreigners for
setting up a business or industry are:

a. A start-up permit which includes permission to hire
expatriates.

b. Approval of the bylaws which guarantee the right to repatriate
imported cepital.

c. Approval of investment guarantees.
d. Approval for the agreement on pre-investment technical fees.

For investments in specific industries such as fishing, pharmaceuticals,
etc., the additional requirements are indicated in the guide for investors
published by the Center for Information and Investment Development of the
Federal Ministry of Industries.

A new institutional framework was created by the government for the
approval of businesses or industries mentioned above. One single agency
for approvals, known as the Industrial Development Coordinating
Committee (IDCC), was created.



It is under the Federal Ministry of Industries and is comprised of seven
ministers who have the responsibility of ensuring that all applications for
approvals are filed within sixty days. This new arrangement lifted the
requirement to obtain these approvals from various governmental bodies as
was previously the case.

6.  Expatriate quotas

The number of expatriates or aliens who may b2 employed by investors is
limited. The IDCC will ensure that the quotas for expatriates are issued for
businesses with capital of five million naira (N5,000,000) or more which
have a right to a maximum automatic quota of two positions, whereas those
with capital of ten million naira (N10,000,000) or more are automatically
entitled to have four positions. Any other application for an expatriate
quota will be considered based on merit.

7. Product specifications

Prior to importing machinery or equipment, new companies are required to
file copies of their specifications with the standardization organization of
Nigeria.

8.  Approval of investment guarantees

The Federal Government of Nigeria has bilateral arrangements with some
countries in o~?»r to guarantee investments made in Nigeria by the citizens
of those councr.es.

The purpose is to guarantee that, in the event of political or social changes
that affect the investments, the repatriation of invested capital is
guaranteed.

The requirements for the approval of these guarantees are:
a. That the capital required for the investments was actually
imported into the country as approved by the by-laws and
theoretically granted by the IDCC;

b. Evidence that the provisions of the decree on the development of
Nigerian businesses are observed;

c. Filing of a copy of the start-up permit issued by the IDCC; and

d. Presentation of an audited copy of the balance sheet if the
comparny is already operating.



9.  Fees for technicians

Applications for approval of the fees paid to technicians must be filed with
the IDCC. Investors are advised to obey the instructions in the technical fee
approval procedure as published by the national office of industrial property
MOP).



F.  WASTE MANAGEMENT AND INDUSTRIAL RESIDUE POLICY

Nigeria has imposed the following rules regarding management of waste
and residue from industrial products:

1.

Any existing industry must treat its waste or residue down to
at least the second degree (in other words, the state at which
disposal in garbage dumps will not endanger life or property).
Solid toxic waste and products should be shipped in special
packages, collected and disposed of. Toxic gases should be
disposed of using special methods.

New industries should have advanced treatment techniques
built into their system from the outset.

Industries should install environmental quality control units.

Any major industrial project should include an environmental
impact statement. This is one of the requirements for
obtaining a permit for setting up such industries.

Waste and garbage disposal by industry will be periodically
inspected to ensure that waste disposal regulations are
observed.

Special importance will be placed on recycling industrial
wastes since they may be used as raw materiais by another
industry.

Besides the commission that grants the above mentioned approvals, the
following institutions exist in Nigeria:

The department for industrial inspection that certifies the
merit of investments, the date these investments are used te set
up "Pioneer" industries: verification of governmental
agreements and inspections prior to shipment by foreign
companies.

Industrial information bank

Raw materials research council

Information center for the development of investments

Fund for training managers and workers in industry.

The purpose of allowing such special exemptions was to foster large-scale
operations in these special businesses, not just to supply the local market,
but to increase exports as well. To avoid any misunderstanding, it must be
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pointed out that this new structure for ownership of these existing
businesses, as stipulated in the decree of 1977, is still in effect.

However, the Nigerian Government did not change its policy, which
reserves the nation's industrial and commercial activities for Nigerians,
because if an alien may now pay 100% of the capital of a business, he only
has the right to hire between two and four expatriates or non-Nigerians.

He receives automatic approval to do so but must obtain other approvals if
he wishes to hire more expatriates. It seems that this explains the small
rise in foreign investments to a limited extent.

The problem of determining which modern or traditional law applies in the
event of a conflict must also be emphasized. The Nigerian Government or,
in any case, the Ministry of Justice of the Government, fully realizes this as
demonstrated by its desire to organize a seminar to discuss the problem in
November 1990.

A copy of the announcement on this issue in the Nigerian newspaper
"Time" is included in this report.
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11.
12.

13.

14.

15.
16.
17.
18.

19.

LIST OF BUSINESSES RESERVED EXCLUSIVELY FOR
NIGERIANS

Advertising and public relations

All facets of pari mutuel betting and lotteries

Assembly of radios, radiograms, turntables, television sets, tape
recorders and other household appliances not combined with the
manufacture of spare parts

Mixing and bottling of alcohelic beverages

Manufacture of bricks and tiles for building construction

Bread or pastry-making

Manufacture of candles

Centers for betting and casinos

Movie theaters and other recreational centers

Commercial transportation (liquid and dry cargo and fuel)

Commissionnaires

Department stores and supermarkets with sales of at least 2,000,000
naira

Dealerships except for vehicles, automobiles, machinery, equipment
and spare parts

Electric repair shops other than repair shops associated with
electrical machinery dealerships

Real estate agencies
Film distribution (including movies)
Beauty and barber shops

Ice cream preparation when not associated with the manufacture of
other dairy products

Indenting and confirming

Laundry



21.
22.

26.
27.

a17.

39.

Manufacturing agents

Manufacture of luggage, briefcases, handbags, wallets, shopping
bags

Municipal bus and taxi service

Newspaper publication and printing

Office cleaning

All categories of passenger buses

Chicken farming

Paper (when not associated with printing presses for books)
Protection agencies

Radio and television broadcasting

Rrtail sales (except by or in department stores and supermarkets)
Tee-shirt manufacture

Packers

Tire retreading

Travel agencies

Wholesale distribution of manufactured goods or locally produced
products

Specialized shops for repairing watches, clocks and jewelry,
including costume jewelry for the general public

Clothing manufacture
Mills, including for rice

Manufacture of jewelry and other related articles, including costume
jewelry



VI. BILATERAL RELATIONS

A. THE ECONOMIC COMMUNITY OF WEST AFRICAN STATES
(ECOWAS)

1.  Introduction

Niger and Nigeria are both members of the Economic Community of West
African States and, hence, are expected to observe the terms of the
agreement among these States. Niger is also a member of the West African
Economic Community which includes the frarcophone countries of West
Africa (CEAO). The ECOWAS agreement concerns many aspects of the
relations between the two states, and the English version of the treaty has
been added as Annex 10.

The purpose of the treaty, as indicated in Article 13 menticned above, is:
“the Member States shall lower and ultimately eliminate all customs duties
and taxes that have the same effect as customs duties."

Further, in Article 13, ECOWAS stipulates that, for customs, a single tariff
will be applied for the community as regards countries that are not
members and that customs duties among them are to be eliminated. As
explained in the part of this study that addresses customs, this results in
the fact that the differences in codification and in some terms of the
customs codes are to be abolished in 1994. Actually, decisions were made
on this subject in 1989 which stipulate that all provisions of the treaty that
have not yet been implemented are to be further studied and implemented
no later than that date. Articles 14 to 17 set forth other conditions.

2. Problems of Liberalization and Trade Integration

Concomitant with efforts to liberalize the trade regime in Niger and
Nigeria, a dilemma has cropped up which is cominon to many LDCs:
Balancing the nced to open up their markets, with the urgent nced for
revenue which is so well provided by taxes on trade. LDCs tend to depend
on customs much more than industrial countries for the lion’s share of
government revenue, and when trade-related collections fall, budgets
become unbalanced.

Also, in both Niger and Nigeria, the transition from an over-centralized
economy to a liberalized economy has led to social problems. Private
business structures are not made overnight. In these countries there were
not enough businessmen and merchants to take over the activities of
nationalized companies that had been dissolved. A relatively disorderly
transition period followed and resulted in unemployment and some
inflation in Nigeria.

Since Nigeria started its move toward liberalization earlier, these problems
arose in 1988 and, in 1989, the Government adopted some revisions to the



vlan. This is explained briefly elsewhere i:i our report. Niger is beginning
to experience similar problems.

3.

a. Economic Problem

As is well known, free trade is a first-best solution to the question of how to
erect a structure of protection. Tariffs, export taxes and other trade
barriers create distortions that divert trade, punish consumers, producers
of industrial and agricultural goods which use imported inputs, and have
other familiar ill effects. In the long run, of course favorable growth effects
of the trade liberalization are supposed to overcome the dislocations caused
by the shifts in protection, but governments must face the effects in the
short term.

A uniform system of excise taxes in the economy as a whole, rather than
taxes on the trade sector, could theoretically be imposed to achieve equal
revenue minus the distortions of tariffs. However, an excise tax of this type
would be quite difficult to administer. Ease of administration is one of the
reasons that LDCs adopt a revenue structure built on tariffs in the first
place.

A possible soiution to this might be to impose a uniform tariff on all goods,
say 10% or another convenient and low number. In addition, Niger and
Nigeria could impose a 10% (for example) sales tax on all goods where
collection is feasible. As time goes on, more and more goods could be
included in this uniform trade/sales tax, so that a uniform excise tax is
approximated. Thus, the governments would achieve a revenue basis in
the least distortionary manner possible.

The above solution is intended to be temporary vis-a-vis ECOWAS members,
as the goal is to impose no tariffs on customs union members. However,
until that day arrives, the foregoing might be a strategy by which trade
liberalization can be forwarded, at the same time as government revenues
are sustained.

However, such a solution goes beyond the scope of our study. It may be
worthwhile for USAID or another donor to finance a study of public finance
in Niger and Nigeria, comparing the revenue impact of various taxation
strategies, taking into account possible adverse effects on both producers
and consumers.

b. Treaty Progress

ECOWAS headquarters in Lagos told the Ernst & Young team that some
progress has been made to achieve some of the objectives of the treaty such
as the free movement of persons and services.



In that respect it should be noted that there is a commercial agreement that
was prepared by the Niger and Nigeria Commission and signed by the two
countries. This agreement tends to correspond to some of the provisions of
the ECOWAS treaty. In Part II of this report we observe that there are
technical and practical problems that still have to be overcome in that field.
Those recommendations in Part II indicate that a new customs code for
Niger will probably not be available before 1994, even if the ECU harmoniz«.d
code should ready in earlier.

As explained in Part II of this report, the differences between Niger and
Nigeria show the need for Niger to update its customs code, legislation and
to cooperate with the ECWA and ECOWAS to have some decision made on
the “harmonized customs code" developed by ECWA

As ECOWAS is in the process of preparing a common customs tariff
schedule, and ECWA is also preparing a new common schedule for its
member states there should be more cooperation between the two
communities in that field.

Efforts have also been made with regard to trade to suppress import
licenses by the countries of the community. Niger and Nigeria have
abolished them.

But even if the import licenses have been suppressed, some problems
remain in the field of money exchange. The clearing house as indicated in
Section 10 (or nine) does not respond to the needs of the communities for the
trade exchanges and the following decisions were made at the twelfth
meeting of the governors of Centra! Bank of ECOWAS member states.

c. Customs Administration

The Ernst & Young team learned during its field investigation that customs
administration is poor at the border of Niger and Nigeria. In both
ccuntries, especially Niger, customs officials were not fully current with
much of the customs coverage on the books (mentioned earlier in this
report). Better dissemination of information regarding the newest customs
code to the civil service administering customs, would promote more
effective collection of customs revenue, helping to alleviate the budget
problem created in the wake of a trade liberalization.

In addition, an updating of the customs code in Niger, as mentioned in
Chapter IV, would assist in revenue collection. As it stands now, many
businesses remain in the informal sector because of burdensome,
contradictory and ill-defined coverage of the customs code. A rewrite may
draw more businesses into the formal sector, lured by the protections of
law, insurance, credit, etc., thus inducing enterprises which currently pay
no taxes to pay them, generating more revenue for the government.



B. INTERNATIONAL AGREEMENTS

The following describes bilateral agreements between Niger and Nigeria,
as well as multilateral agreements which both countries have entered into,
as presented by Mr. Jean-Louis Mouralis in his July 1989 report.

1.  Bilateral agreements

Recently, and through the Joint Niger-Nigeria Commission, the following
agreements have been entered into:

. Information agreement

° Agreement for the creation of local bilateral committees
o Agreement for cooperation and athletic exchanges

o Health agreement

o Highway transportation agreement

o Water resources development, conservation and usage
o Cultural enemy control

o Judicial cooperation

° 1959 agreement on trade, amended in 1976 and valid until 1989
(to be superseded by an agreement now being prepared).

It is important to point out that the trade agreement being negotiated
contains vague terms. In the pa:t on exports and imports, the definitions of
the products mentioned on the lists in the annex of this agreement are not
specific and customs cannot use them. Mr. P. Ansay provides all
necessary information on the subject in the part of the study that addresses
customs issues.

Along with the official agrerments, unofficial agreements have been
prepared to facilitate exchanges despite the problems caused by the
currency difference. Niger has a hard currency whereas Nigeria has a soft
one. The Niger-Nigeria Commission endeavored to implement bartering
agreements for some products through public enterprises or paras*atals as
the Nigerien commercial attache to Nigeria explains below.

Officially, Nigeri~ obtains its petroleum, natural gas for cooking and
electricity from Ivigeria. In exchange it provides animais such as cattle,
ca:nels, small ruminants, etc., frozen meat (currently discontinued due to
a misunderstanding), cowpeas and groundnuts.



These transactions are made through national or private companies duly
mandated by both countries. Currently, transactions are made as follows:

?l

From Nigeria to Niger
Electricity: NEPA in Nigeria and NIGELEC in Niger

Total Nigeria (mandated by Nigeria to supply refined oil and
gas) and SONIDEP in Niger

Crude oil: NNPC in Nigeria to SONIDEP in Niger. Currently
suspended.

From Niger to Nigeria
Live cattle and frozen meats:

- SONETRAN in Niger and Nigerian Food Company
(NFC)

- Limited Company National and DANU Nigeria Limited
a private firm mandated by Nigeria.

(It should be noted that these transactions with the NFC have
ceased as of 1986-1987 due to NFC's ill will.)

Cowpeas and groundnuts: SONARA in Niger and private
mandated firms in Nigeria.

The important factor is the approval to export or import products in terms
of the transfer of foreign currency. Besides the official transactions there is
also traditioi:al commerce done through the informal sector including:

Cattle and crops from INiger to Nigeria

Crops and manufactured goods from Nigeria to Niger

We can only hope that the relations between the chambers of commerce of
the two countries continue to improve and that meetings between them will
be scheduled to result in a better understanding of opportunities for
commercial trade.

2.

International Agreements
ECOWAS

CEAO

Clearing house - delays

GATT
The Universal Declaration »f Human Rights



It must be pointed out that the agreements do not seem to be properly
distributed and that, as indicated for the commercial agreement, the terms
of these agreements do not appear to have been prepared with assistance
from experts or officials from the agenci=s invelved.

Therefore, between Niger and Nigeria there are no de facto accords such as
those mentioned for oil, electricity and cattle, in the modern or formal
sector -- but there ix also a type of osmosis between the population of both
sides of the border it the informal or traditional sector.

As a result of the change in Nigeria's economic policy, problems that
created the black market for currency have diminished i importance and
the difference in the exchange rate of the currencies between the black
market and the official market have lessened. Moreover, Nigerian
importers are no longer required to have ar: import license.

Observers to the Niger-Nigeria Commission believe that Nigeria is
increasing its exports to Niger and West Africa because liberalization and
the devaluation of the naira have made it possible to increase the production
of Nigerian products and to price them competitively. Therefore, on the
Nigerien side, a greater effort must be made to make it easier to export to
Nigeria.

The list of bilateral and multilateral accords prepared by Mr. Mouralis
appears below. The figures in the right-hand vertical column indicate the
pages on which these agreements are explained in the bibliography
annotated by Mr. Mouralis in July 1989. More detailed information on
these treaties may be obtained by consulting the bibliography.

The observations made by the same author on the legal constraints that
may obstruct the reform of foreign trade and which may come from the
international accords Niger has entered into must also be ‘aken into
account. They are listed below.

3.  Regulations By Country 6
a. Bilateral agreements
1) Algeria 66
2) China 67
3) Switzerland 68
4) South Korea 6
5) France 70
6) Honduras 71
()] Hong Kong 72
8) Italy 73
9) Japan Y]
100 Mali Y]



10)
11)
12)
13)
14)

15)
16)

Morocco

Nigeria

Pakistan

Poland

Republic of South Africa (banned)
United Arab Republic
Rhodesia (banned)
Romania

Syria

Czechoslovakia
Tunisia

USSR

Yugoslavia

Multilateral relations

Economic Community of West Africa
Economic Community for Cattle and Beef
(CEBV)

Economic Commaunity of West African States
European Economic Commaunity (EEC)
African Groundnut Council

Customs Cooperation Council

Conseil de I'entente

Convention on the transfer of illicit
ownership of cultural property

Customs Convention on Temporary Imports
of Instructional Materials

Convention on the law applicable to
international sales of tangible movable objects
Convention on transit commerce of landlocked
states

Convention on the simplification of customs
procedures and related protocol

Niger Basin States

GATT

Malagasy and African Sugar Agreement
West African Monetary Union and Free
Zone(WAMU)

BIRRBLBRIRKKRIA

101
101

110
113
115
118
118
119

121
121
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C. CLEARING HOUSE
1.  Operations and Practical Problems

The operation of the West African Clearing House was described and is
included in Annex 6.

As indicated in the description, this institution was constituted to provide
the use of the member states’ currencies in the commercial clearing house
transactions of the sub-region, and to realize economies in the use of their
external reserves in order to liberalize commercial exchanges between
them. From indications supplied by the financial controller of ECOWAS,
the activity of the clearing house has slowed down because the clearing of
the payments by the various central banks required too much time.

The clearing house and the mechanism adapted for the liberalization of
commercial exchanges could help the exchanges between Niger and
Nigeria when it was difficult for Nigerians to obtain import licenses and the
foreign currencies necessary to establish letters of credit in favor of
Nigerien exporters. The situation has evolved since the foreign currencies
are sold by auctions on the part of the Nigerian state to private Nigerian
banks. Those 1nks can, in turn, open letters of credit in foreign
currencies for their clients and in favor of foreign exporters such as those
in Niger.

The economic operators consequently prefer to use, now that it is possible,
letters of credit by the intermediary of private banks, which themselves
prefer not to go through the clearing house.

However, Nigerien private banks encounter a problem when they want to
use letters of credit.

In fact, the Nigerien banks must make sure before they accept an
irrevocable letter of credit in the name of one of their clients of the credibility
of the Nigerian bank.

If a Nigerien bank accepts a letter of credit from a Nigerian bank on behalf
of one of his exporter’s clients, that bank takes the engagement that they
will pay upon presentation of the shipping documents of the commodities in
CFA corresponding to the amount of the transaction. It is necessary,
therefore, that the Nigerian bank be able to transfer the foreign currencies,
that is, CFA france to the Nigerien bank. Or, we were told by the
renresentative of a Nigerien bank that he was not sure that the Nigerian
bank had or could surely obtain the foreign currency at the necessary time.
App%i'e?ltlﬁ, the credit of some new Nigerian banks has not yet been firmly
established.

Furthermore, if in theory the formalities to be taken care of in Nigeria to
import foreign goods have been simplified and if it is easier and takes less



time to obtain the equivalent of an import license, there are two factors that
still slow down the imports. They are (1) the necessity for the importers to
obtain an inspection certificate from the inspection company designated by
the Nigerian government in Form M; and (2) the difficulty to verify the
credit of the Nigerian bank.

2.  Conclusion

Commercial and investment banks which initiated the method according to
which international payment orders for customers are executed often have
a whole network of branches in the countries in which they operate. Thus,
by dealing directly with businessmen and businesswomen and their
customers, they are the i:stitutions that are most appropriate for
informing the business community and other users of banking services
about the operations of the West African Clearing House.

Consequently, the success of the clearing house system largely depends on
the total and unswerving cooperation of these banks.

It should be noted that the Clearing House has absolutely no intention of
replacing the commercial and investment banks from which, in their
opinion, their profits and privileges come. In fact, the system cannot
function without them. If the regulations that govern the execution of
transactions through the system are strictly observed, the banks and their
clients will prefer using this system as opposed to any other method.
Therefore, we appeal to the cooperation and understanding of all banks,
businessmen and businesswomen, as well as the customers of banks in
order to allow t:e Clearing House to reach its praiseworthy goals in due
time.



ANNEX 1
Niger Constitution of 1989
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y.. . . “w? ; . . :' '; * " : .

. LE CONSEIL DES MINISTRES ENTENDUu¢
ISEIL , SR

- ORDONNE

TITRE PREMIER & DI§P0§ITIONS PREIIEIHAIBES
s '

Présente ordonnance a pour objet de favomwiger le développe-

mique %n wtimulant 1'investissement .en République du-.

3 différents rigimes permettont la mise en oceuvre des iy

investissements, détermine lesTgaran;ies et avantages ainsdi que les abligatiocns

qui 8'y attachent. L'ensemble pe tes dispositions constitue le #Coda des Ipweatfe-

sements". T . : : :
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TITRE II : CAl AN%IES GENERALES . S

_E;tiéle 2_: La République du Nﬂge essure une protection constante au double

‘Foint de vue 1légal et judiciaifeh_ tousg les 1nvestissepents privés participant
& la réalisetion de ses progranmes de développempnt économique et social.

Artiele 3 : Les personnes physiquds ou morales, exergant une activité dans 1'un
des secteurs visds & 1'spticle 9, quelle gue soit leur nationalité, regolvent_
le m8me traitement sous réservi dgs dispositions ded traités et accords conelus
par la République du Niger aved g! uires Btatg. o I
Article 4 : Lus personnes physifu ou mcrales visées & 1'article J ci-dessus
peuvent, daps le epdre dos lois e vigueur, acquérir et exsrcer tous droits de
toute nature enp matiéra de propri é, de conceséionq et d'autorisation adminig-
tratives, et soumissinnner aux marrhés publics,. N ‘

Article > 2 Les personnes physibuag ou morales non résideqtes au gens de la

réglemcntation dea changss, qui ‘@aliment* un investissement ay Niger financé

en devizes convertidbles, peuventlgytenir, conformément & cette réglementation,

le- transferts de revanus de tontel{nature provenant daes capitaux investis et

I _coduit de la liquidation dejl'investissement.
L Y
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Peuvent ébu,.m;uv-&tre.ezzootué-yrtous-*raneforﬁq‘i des phrvqp—-;
Y. phyaiquea-ounmozalae.noq résidentes correspondant & des Palementy. Aecwwayux
e{” ourants pour des fournitires et prestations effectives.

Article 6 : Le réglement do¢ différends relatifs A 1la validité, & 1'interpréta-~
tion ou & 1'application de i'acte d'mgrément st & la détermination éventuelle

de l'indemnité due & 1a mécdynaiananco ou & la violation des engagements fera

l'objet de l'une des procédurea'd'n:bitrago oi-aprds & détermiper dang l'acte
d'agrément 3 /- :

1. Le Constitutidn d'un Colldge Arbitral par ¢

- la désignation d'un arbitre par chacune des parties,
- la désignatﬁpn d'un tlers arbitre par les degx,prpmiers arditres.

. Dans le o8 ol 1'upe des parties n'aurait pas désigné up ar-’
oitre dans les soixante (p0) Jours de notification par 1'autre partie de son
arbitre 4ésigné, et dans ': cas ol les deux premiers -arbitres ne se geralent
pas mis d'acoord sur le -Caix du tiers arbitre dans les trente (30) jours de ‘1a -
désignation du deuxi®me arbaire, la désignation du deuxitme ou du tiers arbitre

selon le cas sera faite par le Président de 1a Cour ‘Supréme & 1'initiative de
la partie la plus diligen?e. '

. -

t
Les arhitreg statueront en équitd.

: la sentence rendue a 1a majorit ¢ des.arbitres sera définitive -
1t exécutoire. . .

2. la-possibilité pour les non nationaux de recburir'au:Centro'In¥er- .
m.( nal pour le Riglement des Différends reletifs aux 'Investissemg.nta,'(,mﬁ

rcé par 2a-Conwention du 16 ars 1265'ﬂa"lgmBapqqg;;ntﬂrnatinnalé'pour-la
necanstruction et le'Déy-Joppnmgn%—{BIRD). :

Erticle 7 s Sauf cas d'uvilitd publique prévu par 1la loi, la République du
iger garantit aux entrerises installées ou qui viendraient & 8'installer
r'ancune mesure A'expreniatise ou ac natliznelisation des investissencnts ne
-rait prise. :

. Les éventuelles mesures d'ekpropriation ou de nationaliaafﬁon
lennent droit & une juste et équitable indemnisation.

——

| TITRE TIT : DOi4INE D'iBPLICATION.

ipticle' 8 : Pour 1'application de la présente ordonnance, sont considérds g
1. comme Potites Entreprises, celles dont 1'investissement est

de vingt ¢inq (25) & cent (100) millions de P CFi inclus, hors taxas
et hors fonds ds roulement. .

2. comme Entreprises mo ennes, celles dont l'investissement

est supérieur
& cent (100) millions de P CFA et inférieur ou égal & cing cent (500‘

mi;lions d¢ F CFA hors taxes et hors fonds de roulement.

3. eomme grandes EQtreprigps, celles dont 1l'investissement est supérisur a
eing cent '(500) ‘millivns de F CFA hors taces et hors fonds de roulement.
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pationalité.

a) :

-~ agriculture industrielle (upéculation tegétale ou animale),

- activités connexes de transformation de produits d'origine végetale ou
animale j

- production et conditionnemant en vue de l'exportation des produita de
- 1tagriculture, de l'elévage ou de la p8che.

) Activité manu!acturibre de production ou de tranatormation. .
¢) Production d'énergie. . 3

4

d) Extraction et transformation de produita de carriére ou de substances
minérales & l'exclusion ‘des activités d'extraction et de transforma-
tion des substances minérales concessibles qui demeurent régles par
la loi miniére ot le Code Pétrolier.

e) Réalisation d'un progremme de construction L'ha“itat gocial en ‘vue
de la vente ou de la location. .

£) Activité de maintenance d'équipements 1ndustriole.

Les personnes physiques ou morales oi-dessus visées gont

jurées en ce qui concerne catte activité, des garantios kénérales iaonoées aar ¢

6 II de la présente ordonnance et sous réserve de leur adxission au bénéfice
in des régimes prévus ou titre.IV, deg avgntages garticuliers 7 afZirents.

hi. ' 10 : Sans préjudice des dispneitions pr<vues h 1'article 9 ci-dessus, des

antages particuliers,paurron; 8tro accordés sux personnes phyaiques ou morales
31le que soit leur nationalité exergant su désireuses d'exercer des activites

goifiques limitativement énumérées s .
-~ artisanetv ae proauctiun,
- productiosn culturelle et artistique, .

- constructisn et équipements d'h8tels, d'écoles et
¢'Jtablissements de soins,

v = transports.

tiele 11 : Sont considirés su s:ns des erticlos 2 et S de la prisente ordonnance
mme investissgments H ' '

- lzs apparts au iliger 'ie cnyi~SUA de tuouty nhture et le rcinvestisae-
ment des fonds provenant d'investissements offectucs antérieurement
si coux-ci sont destinds & la criation d'ontreprisesnsuvelles, &
1'extension, & la diversification, & la reconversion ou A la moderni-

setion 1'unitis existantes " .

- les eprorts en nature & une socidté nvuvellement créée ou & i'occasion
A'¢xtension, de diversification, de reconversion ou de modernisation
d'une socirtc déja existante

- les particlpwtluns cunsistant on un apport de capitaux ou de biens &

toute entreprise ¢tablie au Niger en échange de l'oetroi dec titrus oi
socinux »u 3e parts donnant idruit & une participation aux bép.fices

et au oreduit d: 1a liguidlation
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---au. Niger lorsque ces prais, a5;ae1&&r20-5;51m35953751;“14O)finé,;
sont venus compléter les fonds propres et .ont permis d'obtenir les
crédits bancaires nécessaires au financement de l'investissement

envisagé. Ces préts ne sauraigut toutefois représenter pluq de la
moitié des fonds propres. ' : A .

" TITRE IV : REGI.ES PRIVIEGIES

HAPITRE 232!;25 t DI§20§ITIONS COAUNES
pticile 12;; ﬁe Code des Investiseonoutg_aonproad't:ndanrlgi-o¢_§r$~tlégié¢mr

1. Régime A ou régiﬁe Promotionnel,
2. Régime B ou Régime prioritaire,
3. Régime C ou Régime Conventionnel.

§§ic;é 13 : Peut bindficier d'un rigime ppiviiégié, funte personne physique ou’

[N ..
)rale visée A l'article 9 ci-dessus qui présente un projet offrant les garantles
nancilres, techniques et de rentabilité économique satisfaisante. et qui s'engage 13-

P
- oo —

. soit & créer une activité nouvelle,

- 8oit & développer ou & restructurer par la modernisation, la diver-
sificetion, la reconversion ou l'extension, une.2e%ivit<é axietagte

- goit & accroitrs le nombre d'emplois permanents, :
- soit a accroitye la_velgur-des. actifs immobilisés.

ticie 14 ! Les perscnanes physiques ou morales qui sollicitent le bénérice d'un

gime privilégié cité & l'article 12 Qoivent s'engager & 3

- employer en priorité des rescortisssats nigdeiens at e éaonter
ar programme 2@ firamaticn st de perfecticmncrent ccatinu o
personnel dans les perspectives d'une "nigérisatiop” ;

« utiliser en priorité les matiriaux, matidres pramiéres, produiss
et services d'origine nigérienne ;

= ¢ conformer aux normes de quelité nationale ou internctionale °
applicables au Niger aux produits ou services résultant de
leur ectivité ;

- disposer d'une organisatiun comptable permettant de s¢ conformer
2ux dispositivas 1igales et r2glementaires ainsi qu'aux usages
existants on 1a metiire ; '

- fournir toutes.tnformations devant permettre de contrdler le
respect dus conditions de 1'agrément.

tdele 15 : Le ﬁ@n(fice du Cocde dos Investissements est accordd

1. Boar arrdtd¢ cudJJint du Yinistre chargé de 1'Industric ot 2u dinistre
charg. des Finances, pour i -

ooo/ooo
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- le Régime A,

- le Régime B lorsque le montant das invegtissements oot égal
» o, wante (50) millions et inférieur ou égal & cent (100) millions de P LPA
1ors taxes et hors fonds de roulement. . .

2, Par arrdté conjoint du Ministre chargé de 1'Industrie et du Ministre
shargé das Pinances, apres avis de 1o Commission des Investissements pour le
régime B lorsque le montant des {nvestissements est supérieur & cent (100).. .
iilldons de P CPA et inférieur ou égal & oing oent (500) millions do F OFh hors
taxes et hors fonds de roulement. : . o ~ ' :

3. Par 2écret pris en Consoil des Ministres aprés avis de la Commisaion des
Investissements 3 _ '

- pour le Régime C, .

- pour le Régime B, lorsque le montant des 1hvest1§sementa ost supé
riour & cing cent (500) millions de F CFA hors taxes et hors fonds
de‘roulament. e

sticle 16. Les attributions et la composition de 1a Commission des Investisse-
lents visce & 1l'article 15 seront déterminées par déoret pris en Conseil des
[inistres. ’ ' , - . . v .
pticle 17. = L'arrgté ou le décret accordant le bénéfice du Code des Investigse~
jents fixe notamment : .- . .o :

- 1'objet, 1'étendue, le lieu d'implantation et la durée de réalisa-

tion du progrezmme d';nvestisaement. cim— ) )
- les .vantages qgeordés aux bénéfioiaires et lewr durée ;

- les obligations auxquelles ltantreprise aura & s¢ conformer.

7 . M

-

|
Artiele 18,"~ En ecas i@ non respect des ongagements pris @
1. Lesgrément peut &tre suspandu si trois (3) mois aprés une mise en demeurs
~ éerite, sucune digposition n'z ¢été prise par 1tentraprise wgriéa pour Jégularleon
sa situation. .

~ 2. L'igrément peut dtre retiré ) i
a) Si dans un délei de six (6) mois a compte Jde la date de suspension 4¢ 1'Agrée
.ment, lfentregrise ne régularise pas sa situation.

b) Si l'entreprise n'e Pes réalisc¢ son programme d'investissement dnns un délal
de douze (12) mois % compter de la date d'expiration de la période de mise en
place des équipemInis.

¢) Sur proposition de le Commission des Investissements, ¢n cas dg fraude ou de
menquement grave cu intentionnal 2e l'antreprise aux obligations qui lui ingome
Yent, ecnstaté par le collépe arbitral. Dens ce ces, le retrait entralne l¢ reme
boursement 2u Trescr, :fu montant des avantapes fiscaux et 2ouaniers obtenus pen-
dant la période €coulée. ’

3. la suspension nu le retrnit de l'agrément est prononcé dans les némes
cormes que cellus =pj-licnbles pour son octrol. )

Y A
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Article 19 s la cession partielle ou totale de ‘L'entreprise sgréées doit Btre

préalablement notifiée au Ministre.chargé de 1l'Industrie ‘et -ay-Ministre.ohargd

des Pinances=. Les avantégea 1liés au régime initial peuvent 8tre réaménagés en
ngse ou en baisse en fonction . des.incidences de la cession sur les critéres

.ayant potivé 1'qctroi du régime privilégié.

Article 20 3 En ces d'arrt exceptionnel des ectivités d'une entreprise ggréée
celle-ci peut demandar la suspension du régime privilégié pour une période
qui ne saurait 8tro inférieure &'un (1) an ‘et supérieure & deux (2) ans.

la date d'expirstion du régime d'agrément est modifiée en

conséquence.

CHAPTTRE II : REGIME A

Article 21 : Le Régime A peut 8tre accordé & toute personne physique ou morale
remplissant les conditions prévues aux articles 8, 9, et 13 de la présente
ordonnance.

Article 22 : la durée du régline est fixéo'in dix (10) ans.

hrticle 23 : Le Régime A accorde aux entréprises lea_gxgntages'suivants H

1. En phase de .réalisation des investissements
(.Jnérﬁti:n totals ' '
- des éroits et taxes pergus par 1'Etat & 1'exclusion de 14 taxe stctisiique .
mais y compris le taxc sur le valeur ajoutée (T.V.A.) sur les matériaux,
outiMage et équibeﬁenta de prnduction et concourant directement & la réali-

_sation da progremme agrée.
Toutefols en cas de diépanibilité des produits loeaux
"équivalents, l'importation des matériaux, outillages et cquipoments ne donnent
pas lieu & exonération.’
- des droits et taxes pergus par 1'Etat y compris la TVA sur les presta=-
tions le survices sur les travaux et services concourant directement & la réa

lisation du programme d'investissement agréé.

2. Es phase d'exploitation

Exonération tctele s
- de la patente pendant 1l'ennée fiscale ou 1l'entrepriss com

mence svn expluitation et les quatre (4) années suivantes,

( -de la contribution foncieére jusqu'a la sixiéme (6éme) annce
suivent celle do 1l'achévement des constructions et l'exécution des opérations
connexes,

- sxendretion totale ¢ 1'imntt sur 1o Urifice indluntriel et

-

%



~ ommercial (BIC) et 1'impSt minipum fiscal (IMP) pendant les six (6)promidres.
| années puis dégressive & partir de la  septitme (7éme) annfe suivant les moda-

lités prevuea 3 1'article 24 de la présente ordonnanco.

‘cle 25 s Au titre des exonérations dégressives au cours dec qutrn.) der-
-igres années, visédes a l'article 23 alinéa 2 et 1l'article 2. de 1la nrésante
ordonnance, 1l'entreprise agréée acquittera succesaivement 20 %, 40 % , 60 %;

et 80 % du taux des droits.

'CHAPITRE TIT 3 REGINE B

Article 25 s Peuvent bénéricier des avantages du Régime B 3
1e Les Entreprises nouvelles g

%) lLes petites entreprises crdéant au moins cinqg (5) emplois permanents pour des
"nigérdens et réalisani au moins cinquanta (50) milliona de 7 P4 q'invoetisse-
ments hors taxes et hors fonds de roulement.-- v o '

b) Les entrepriaes moyennes créant au moins (10) emplois permanents powr des
rigériens et réelisant au moins deux cent oinquante (250) millions de F CFA
d'investissements hors taxes et hors fonds de roqlement.

e) les grandes entreprises réalisant un progremme diinvesilssement portant s
"= soit sur la crdation d'au moins cent cinquente (150} emplois pammae

nepts pour des nigcriens, .

‘ () =’ goit sur un montant d'investissement minimum de un (1) milldiara de

P CPA hors taxes et hors fonds.de roulament.

les entreprises moyennea'au”gfanﬁes dont 1'1nvestissément et 1la
réation d'emplois restent au dessous des ssvils rixds oi~avant sont respecti-
-;ament considérdées, selon le cas, comma petites entreprises ou entreprises
moyennes au sens du present article. Elles bénéficient donc du régime B & °

eondition de satisfairs aux conditions concérnant'la catégorie inférieure,

2. Les Prosrammes d'extension et ou de diversification, dg renoyw

vgllement de modernisation d'une entreprise exigtante :

,?our ces progrnmmas, il sere notammnent tanu compte, sans qu'ils ne
soiaent obligato:ramant cumulatifs des criteres suivants :

- 1la création d'une importante valeur ajoutée,

= la créatiun d'vmplods supplémentaircs,

= la substitution d'une matidre premidre importes ou d'une matééra
géntrale la valorisation d'une matidre premidre locale

ar le 26. = L83 entrsprises agréées au Rézime B bénéficient des avantages
nulvants :

eve/ e
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1. En_phage de réalisation des'inveééiggements

- exonératioﬁ totale des droitg et taxes y compris la taxe sur
la valeur ajoutée (TVA) pﬁr les prestations de services, sur
les travaux et services concourant directement & la réalisa~
tion du programme d'investissemént agréé ;

~ exonération totale des droits et taxes & 1'exclusion de'ln taxe
statistique mais y compris la taxe sur la valeur ajoutde (TVA)
sur les matériaux, outillage et équipements de production et -
concourant directement & la rénlisation du progremme g'i&vqsyis-
sement agrée ; . ’ : A

o Toutefois sn cas de disponibilité des ‘produits locaux’équivalents,
i'importation uas matériaux, outillsages at'équipemenfsine donnent pas licu A
rxonératidn. ' ’ '

v 2. Bn phase d'exploitation

|

| Exonération totale jusqu'a trois(3) ans avant 1a fin dudit rééime
les droits et taxes ci-aprés : : '

G -~
-
.

la patente,
1'impSt minimum forfaitaire (IMF) ; : .

1'imp3t sur le bénéfice industriel ot commercial ;

la contribution fonciére et la taxe sur la valeur locative ;

les droits et texes 3 1'exclusion de le taxe statistique et de
la toxe sur la valeur ajoutée, sur les matiires premiéres, me-
tiéres. consommables et emballages, fabriqués localement ou im=
portés en cas d'indisponibilitd de produits similaires loeaux.

" Au cours des quatre (4) derniéfes années, l'entreprise agréée
énéficiera d'une exonéragion partielle des droits et taxes sus-visées, qu'elle
cquittera suivant les modalités prévues 3 l'article 24,

rticle 27. - En plus des aventages prévus 3 i'article 26, les entreprises agréées
Awises au béndéfice du régime B sont excnérées des droits et taxes A 1ltexportation
o ieur produit, : ;

rticle 28. - Ia durée du régime B est fixée a ¢

- dix (10) ans pour la petite entreprise,
- douze (12) ans pour 1l'entreprisa moyenne, .
- quinze (15) ans pour le grande éntreprise..

ticle 23. - Ler watreprises agréées au titre d'un programme d'extension, de
dernisetion, de renouvellement ou de diversification ne peuvent hénéficier

¢ des seuls avantages prévus & l'article 26 pour la phese de réalisation des
ve 'ssemernts.

i
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APITRE IV 3 m

Article 30. Le Régime C'oet*ncéazdé-adxng:andac‘ontrepciaoo-préaentaut“unn im-
portance exceptionnelle pour 1'exdcution des programmes nationaux de développe~

nenv/ Sconomique et aocialﬁet ?épondant & 1'un des deux (2) critires suivantg ;

- montent d'invopyi#pemeni mindmum égal & deoux (2) millinwdg do P.CPA
hors taxes et hors fonds de rouiement H AR

- nombro'minigum'd'emplaia permanents po&r'dés nigériona Brééa égal
& quatre cents (400), ‘ : '

Il est accordé sur demande de l'entreprisge pour une durée fixde &
uinze (15) ans. o ' : .

ftgglg_il; - Lo régime C est accordé par une convention passée entre 1'Etat et
_atreprisge bénéfisiaire, T o . .

rticle 32, - Lo conventinn est approuvée es Consail des Ministres apris avisg de
A Commisaion des_Inveatisgements..Ells entre en applieation & la date de se-ai-
nature qui ne pourra intsrvenir qu'aprés publication du décret visé & L'article

Ltidié'ij. = En plus des evantages prévﬁs aux artisles 26 ot 27,'leaiaaiiopriaea
Imises au bénéfice du régime C peuvent prétendrs &

} ~ la possibilité de réduire de SO'% le taux d;;ﬁdroits,et taxes sur
s.carburants-(saz-oil? fuel~oil)~vt—taute.autra.eauroo.dténorgiozutilisée daas
s jngtallations tixes. Cette exonération est accordée dans lesg limites d'un

nd cent fixé annuellement et reconnu par llautorité adminiptratiwe compétente

mme utilisable dans c:zs installations ¢t sera eppliquée conformémeat aux dimpae _
tions ‘des articlas 25 et 27. :

) L'eutorité administrativo-aura.un.?ouvoir de eopntrdle sur’ ltutilige- ..
nn ‘du’ contingent mccordé. :

ticle 34, - la convention garantit & 1'entreprise bénéficiaire qu'aucume modie
cation ne pourra 8tre apportée aux régles d'assiette et deo rerception de tous
28tas et texes einsi qulaux tarifs Prévus en faveur de 1l'entreprisce e'il en

sultait une aggravation e 3a chorze. De m@me ne pourront lui étre appliqués

;'1mpats et taxes de carcctére fiscnl dont le créatiop viendrait a 8tre déciilée,

le stabilité des charges fiscales pe s'applique pas s
= aux prélevoments

Pers-liscaux porsus 2ans un intérds sceial
speécifique, ~

= oux impdta ot taoxes varsés ou retanus & la source per l'entreprise
ténéficiaire pour le compte d'autrui.

icle 35. - La cunvention ¢ Hout comporter !'=np;iopements de la part de 1'Etant
ot powr sffet de décharger l'entreprise 2es rertes, charges su manques & gagner
a 1'évolution des techniques, & lo counjoncture fconomique, & des facteurs matue

séﬂﬂ inhérents a l'entreprise, ou ie restreinire les conditinsns e loyale con=-
r Co

on./o-o
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Article 36. = La convention définit notamment :

- a)'l'objet 1 étendue, le lieu d'implantation et la durée du programme
dfinvestiscement ;
)) le-régime fiscal geranti 4 l'entreprise ; .
3) les encasements que gsouscrit en contrepartie l'entreprise bénéficicire ;

1) les ‘contr8les que~13Adminietration ?oatCeltuoiuor augrés de 1'entreprise
bénéficiaire et les conditionq de ces contrblea H

)) les conditions dans lesquelles 1la convention pourre 8tre revisée ;

£) la procédure d'arbitrage qui sera mise en oeuvre en cas de litige ontro
les parties.

“~ OPITRE V g msposmxons SPECIALES

Apticle 2%. - La durde des avantages afférents: aux ditférents régimea est bdonifide
de trois (3) ans pour les entreprises qui s'implantent dans las départements
d'Agadez, 2e Diffa, de Tahoua ou de Zinder.

JArticle-:B- - En plus des, avantages prévus par les différents régimes priwillgiia.

les entreprises qui’ exercent'leur activité dans 1'un des domaines prévus a 1'arti-~

ele 9 a, bénéficient d'une exonération totale de la taxe sur la valeur ajoutée
(TVA) sur les affeire réalisées penlant le durde .du régime.

-

Lt exoner_tlon concerne egalement la TVA eyant grévé 1'ensemble des
acquisitiodg de Liens et services, vuvraat aormelement droit 3 1a déduction eun
sens des ﬂisp051t10ns du Code des ImpSts, ecquis durant la mme période.

Article ‘36. - Les disppsitiuvns relatives & la dégressivité des avantages prévus
d 1l'article 24 sont aprlicebles aux articles 37 et 38.

Article 40. - les personnes thysiques ou morales ddésireuses d'investir dans 1é‘

produetion cinématogrnphique peuvent ténéficier des exonérations des droita et
taxes y coppris la taxe sur la veleur ajoutde (TVA) a4 1l'exclusion de la taxe
stntistique sur ; N

- les ~appereils cinéﬁatcgraphiques (eppereils e prise de son, appa-
reils de projection_ avec ou sans reproductibn de son), leurs sccussoires, parties
ou piéces détachdes einsi que les produits cindmetographiquas recensés cowmo tol
dens la nomemcleture louzniérs ;

- les materiaux e cunstruct1on, putillege et équijpemeats rroduies
localement ou importés 2t consommables en une seule fois on cas d'inlisponibilite
des produits locaux ¢équivalents et concourant directement & la réalisation de
lt'investissement.

cerdene

o



Article 41. - Sont considérés pour l'applicatiOn du présent code Comme. exap ____
Une activité d'artisanat ge Production les entreprengurg individuels oi les grou-
pPements d'artisans éxergant dans les secteuxg définis par arrdtg conjoint dy

Les personnasrihyeiquaa ou moresles désireuses'd'investir dang 1'ap-
tisanat de procduction ay Niger et remplissaat las conditiong 2éterminées par

ci-aprés ;

= Patente,
. = imPSt sur leﬁbénéticg industrial et commereial 3
- inmpdt minimun Torfaitaire :

de cinquante (50) milliopg de F CFA dang 31a construction et 1'équipement d'hdtela,
écoles et établissements de soins peuvent bénéficier des avantagag &lvapvos poup
1la géalisation.de'leur'programme d'inveatigsement :

et services ooneouxagt.¢irootonon¢ & la réalié&tion du pragramme

= exonfration des droits et taxes Y compris la TVA a 1'exolusion
de la texe statistique sur leg matériaux, outillaze et équipe~
mants produitg localzment oqy importés en cag d*1adisponibhilité de
produits loceux €quivalents ;- .

iele » » Loes avontageg prévus aux articles 40, 41 et 42 sont accordés par
rr8té conjoint dy Ministre chargé de 1'Industrie, et du Ministro chargé des

lnences.
wticle 44. - Liarrite Srévu A 1vasticla 43 »riéeise notamment
= la Liste et la quantité des articles A acquiris,
"=~ le délai '.d'acquisition,, _ :

= lo nature 2¢s avantezes,

"ZITRE VI - DISPOSITIONS FINALES

bicle 45, - Les privileges accopridg antérieuremont A l'entrdée en vigueur de 1a
Shente ordonnznce % Jus entroprisecs installdes oy Niger Senoureny un vigueur,

SRRy S



ANNEX 2
Income Tax Return for the State of Nigeria

gl



r'] -"“ [ ]

u-‘ o, I-‘
LAGOBSTATEZOFNICERIA + §° "
TAX FORM POR OF INCOME AND ]
- CLAIMS ANCES AND RELIEFS

FOR ALLOW
. s . .“ ',—-—
R I e
IS o Ne
i ' 4 . . o azy communicetion, '
—f . B - . . v )
. « f .
A J -

mconnxmuo__ o

) ‘et . »

l»f‘

'; ’ e " DATEOFISSUE o _
PURSUANT 1o ions of the PERSONAL INCOME TAX LAW CA?. 91 of Lyws
othgossuuommzmm”umhauby

(1) twp hPthCofon.mepmmMIdmwd
WUG me, from EACH and EVERY

sourcs, AOCRUING in, DERIVE
""" DngmggR%w ‘o m'“"u."‘,ﬁfﬂ*m g o of nsgom'
.. e 80004 provisions
_i B LAW 91, 1961 aad the INCOME T, ) ACT,
= 1961 agll, any rules or regulation made thereunder:
(2) top h?mADEmdFoﬂhhfamandcocplmmd&
- i required in and for such Parts: : ‘
(3) tocompletemdSlGNtthBCMM‘ﬂON 2t the end pg‘
..(4) 10 deliver this form, within TWENTY-ONE DAYS teoﬂuamiocm

gm myo!thefoﬂovim Internal lmmwomoa Blod

tariat. Obafemi Awolowo Way, Ahun D:dl. Clmpbensr Lnu. 20 Jebba

“ Stmt (West) EbuteMctta, 1 Murket W 0,
t Buﬂdhm.-Obc Akhiobi Suut nda. 13

3 Rosd korodu Town. Hall, Badagry, 2 T t
i gjmet. zunmsm-":.m ma"’—l‘: -

: ulrements {2), S)M(d)n\mhmmpbd‘ vﬂhmﬂthubhlohmram
ﬁ%d?mnofﬁum e

Before 1 3 this form you mumdwe the whols form and the
explans con: wﬁyounquhlnyfwmu) hfmfgzmmwﬂbaal
F  atoneof

dresses h%
There are provisions In the Personal TaxLAWCAP.91, !apenllﬂ-hm
tomkuumorfmmk!uqunmnm

-—4——- T T em s e m e e e . - * e L

; o ucosmmnm{muvmunom
‘.\ , ! - “' :-"u -

PARTA- =\~ - --—" PERSONAL PARTICULARS
: Appmudun.unmntmnuubmun._

Nrwmt’un(sm irst) : .
(& .«\Vhﬂ’lﬁ“f/ﬂnwl‘g) T .. :

¢ hcthalluﬂul dee Widwor'lidm
Mationality -
Mdma of budnc. or unploymm

n -

Ocq,:paﬁon
Name and Address of employer (irnyL
If any chaminlhubonwamumuumm dmummMMD

G g 5y
-
]

Jln DREMBER I9.......;h¢plr6mhnud dﬂu
Datuofuﬁvﬂhmdewmfmﬂm
Resid t Ist)
(Precediag! yous, Give full sdircss—nor 3.6: Box o) .
lfmmied.mum'l
s Pt s deep. N e . amone Ay wmpegm b MBI TG N
e 1!)1Nmm Fampr _ - '_f ch ; "":J'_.:'” :
@' BunneasorEmplomn! Addm v
(3) Occupation .
T8 T EMPIOYET mrmmerrrrmm e essmsmsemesn oo : O WO ’ :
- N\ !
Al el e it s ORI -~ 22
A
VAue N Al L Npg K

18 |l\‘l’(l(‘-iln L S

Best Availubié Deﬂument


http:LAWCAF.91

et e . e - emm——— am o= -

PARTS .v*  STATEMENT OF INCOME FOR THE YEAR ENDED $1ST DEC. M.

Bach section of this Part should be
WRITB “NONE" AGAINST THE SBCTION
‘e

ted. wvoumvsuomm
QUESTION.

spen bnm £ |, Trade, Busioes, Profemion or Volation of . carred | W | %
P Tetuch b -~ Om ot (state addrem of Hegd OfTice and afl branches and trade :
o & G o o Name, if different from YOUs OWB).......ccrcsmmmmercers ARDER

[ Your b, ” m of Accounts, for the YEAR 315t Deceraber 194
oo e b

omme A k19> 2, Employment: } : 1"
et (1) Sy e e e w e e

e o " (D) Commist ns, Bonuses, Gratuities, 8. o ° =

wén, b  (3) Allowanocss - - - - -

o Peoheion . (Annex detalls of each allowence paid on your dehelf)
-.'.li"" e D |

Basme e (IX‘) Dividends from NIGERIAN COMPANIES . ..
prriory "1=,. m other Dividscds '

.

(Amux atm:mdcum of-duowthkcm.

" thoome received therefrom). ot
Suom nuas :.‘cil)' Pension from ' .
Peyes (2) Annuity from
- s'.:- bdwmhr;-d m o
Vo tAnnex o &1 Ppro, £nouns
..r..o'.)mmlmdolmm"cdnd  and the

repalrs, rates end other expersash .

. +.6. Income received in or lhtoNughhmm
wtnchuu'h.vh brove mpesee Y

oo Ll OV .. v 900 " bl ‘. P A I | I L

7. Income in respest of other arising from sourcesmot | -
imcluded above. (Aunudc of each source end the incoms .
therefrom)

8. Aggrepate Incoms from aB sources N

Note.-When any sources of Incoms mtaeanuhlc
hnmnddumcm“w!lubmb.l’_-
- -~ - - -particukipwithdatea - - . - - -

DEDUCTIONS CLAIMED FROM moou:zormm e

w=e o ENDED $1st DECEMBER 19.mn -+ == -+

Any amounts clatmed should be deducted fa
your income undes any of the foregoing sections of part

9. Contributions paid in the YEAR ENDED 31st DECBﬂER.

19....  wder the Wilows® and Orphans’ Pensions Ordinance

10. Contributions paid In ths YE/,R ENDED }1st DECEMAFR,
e vn [9uee 10 @ penuion, Provident or other Socisty of Fusd

approved by the Joiat Tax Boasd

(Stats name of Societ; or Fund)’

1. Contriutions In the YEAR ENDED 31st DECFMBER
19..... to the NATIONAL PROVIDENTFUND .

s em # emmam e et mem e cmi—— e o -y -

- Tmal Deductions N

OFFICE/BUSINESS ADDRESS

“wyte

[ O %

. e ——
.


http:Ordin.am

PARTC
12 Rasidetiel Addrem:

(1)) Atst llhmy | § JS

Rent Pald.

NIMMA.MM&M
of Premis .
ws vy mrcdomm e o oo .

In;hlbyﬁmployﬂt

Reat #aif or Rplmbursed
by you "?ul Waaee

"'1t.u e, w11
i ', t,

of Domestic Semn:h (cs
P mml(ﬂuxmm mmpudfdbym

. { .
T2 Ratesbls ’
gt = ] Ve
v ,’*. |: ‘. ‘. '- )

;' . 't. '

N ] . ! ] r
' ,‘. ' ‘ ‘ '..‘ =.

R X S
S : a1
.--w.,‘f | . *H %

LT '. ’ . s
L e,
s el . .
1 L ﬂ .
' s et 1) ".:'f". ;. "(

awdmam ‘ .o Amt'dd

‘:,:‘:;Q"f?‘i’f‘“ %m

)
ps f pg— < v . [ L ApASUPRRITEN
L
v
- 4
¢ "
. e
¢
.
Ve . YD *
' 0
. - .o . o - — -——
Al

! 14, Contof Encrgy Cousumed (Electricity, Gas, o1c) bere paid by Emoloyur W

e

15. Othes perquisites by empioyes.

.
. o ca e e o s At et e B it B i e N ——n -

-
e



http:wa-5---~t.Ga

PARTD

THIS PORTION NEEDS NOT BE
'

SHEET I8 SUBMITTED

ASSETS AS AT 31 : 12,

+ 16, Tangible Lmmovabl Properties

- '-j h{\nm

: (O)

LJ

. . ‘
COMPLETED WHERE DETAILED BALANCE i
;

Houm:  Loaky | PuBediy o
. i Landy Acquisitien
o _ ™
® o :
1 [!
) e el
(6) , ] ' . . T A
o
¥ 4@
(‘) VA 4
) -
10) N -
17.  Lands ! Locality .« | w .. ... Dete Acquired, .- 2. gl
(l) . ~ e t 1 Do ean s "I';u -':l "'
Q) . -' -
(3) 0 o Revitoeras
0] d
® , A EE
(‘) M . ’ . Sermecrels N}
™ . A
(.) » \ '_
(9) - 1., > . .-'; - - .of
e TRt | S
(10)

o -

@
(6))
)
C®
©
m
Cm

o - " . [
£ E Date Acquired . ?:l « Pyoduee
. .. . - TR T IR '
R L eem
. .
. "
H ot it -
t
T et I
. . 11 -
l S K.
¥ e o
d .
AEE Ity e ‘
D T e e e et ARl el Gl a4 g mi ¥ NEAe Rhehseankeoic §
Ll Al _..,,:"‘4 X [S S e ‘

(10) .

.0



‘% e B = e aEmere s

-

19¢c. Interest charged on borrowed noncy wed in producing Iacome declared above,

dll. e
Amuuni mh  rew - Sects landery )
b por il ik ior B mocc.n_.." T - phent
of inserem " "'
R e T ) £ » 4 .-
O P .
[ - :
. - ".
]
LPARTE . . . .' CLAIMM FOR CAPITAL ALLOWANCES
ol ﬁ'ﬁ’?ﬁ'i heapocs of st cond F&”ﬁ;mw“"a”"'““‘.? ncass
nen ane or sarning asy
lnpml.........(YellNo 50, annex a statcmant showing fell
puncuhno yourclaim, - -
PARTF © CLAIMS FOR FERSONAL RELIEFS BY REFERENCE TO CIRCIRS
—en-  STANCES INTHE YEAR ENDED $1st DECRMBER, 19.— .
2l. ! PERNNALALIDWAN(I
"""" NG(ZOothSofwned!n omewhhhcvuh\hhbuhmu?mﬂh&f.
W : ALLOWANCE FOR WIFE

. Anowme: for wife-{a) marricd woman'and ‘wife® include avifnmmnlmduto
rative law and cusiom where both the husband and the wift are subject thereto, This
. e(inition applies for all the purpos.; of this form.

-—(b)MlnovmofNJOOhslvmhmpoa mfelhin;vnhum-nhnd you

25 mentioped 1) below. In falling sub-pengraph '
anowmvm%e?i lgt)uunotmtolutg u.ihidmuhmén.bu t
wwmnbrmnbommph(l)mrg ) apply may not exceed N300, - ;

- - If duringthe YEAR ENDED 31¢t DBC. 19.... you:

(l) Mlvﬂenﬂmﬂmamhwbymnuhfnlmdmvh_. .

--(Z)Menmnudmmybtmﬁommﬂ Mg besn
dholndbythaorda Cm L

U State "“ s :
- 0. thhq!mmandnddmofmd;ﬂo
.’ thcdluofmmdu

(1) the toja mmzdm"mmnmmmmmmnm '

19 N

3, i mnwmcumamum
h/Andlonncoo!NZ‘»Oh vnfotuchumniodchldwhlmﬂqyahdu
« - the year onded S1st Dac. 19.. ... I such chld was:

(1) wnder 16 &t any time during that year; of
coiee (U} over 16 oo the 1st Jan, 19.... snd was either receiving fuB-time educstion or
- W articled or ndentured in a trade or profession fn that year. - -

OB Allonneu may l‘hb claimed In respect oI more than four chiidren,

+ N, In respect of
s ulel tbeymaybnﬂohévidodhtwm

- - r L . Nauarldﬂwq .Mw,*
Dese of which aach child ertends ]
""'MWOIC!'N S T Ry e ”" ‘H‘J”-: .
. ' or ndenared (except acholen
} skp lacome)
] 2 3 4.

‘ ! }”
Waere the chid is pot the ol‘l‘spnm of the clumant the rqllom..‘ pmm-uhm-!d bcmu, :
FL'LL +AME OF PARENTS . Y- verenn

OCCUPATION ; HOME ADDRESS
OFFICE/BLUSINESS ADDKESS

same ehild, two nnhﬂ«l&oﬁqo.nom‘,



http:Allwa.ta

" PART F—consmad  ALLOWANCES FOR DEPENDENT RELATIVES
24.(e) #mmyhdmhmﬂmm(umwm.hhmm
st e OB the maintenance of o closs rela whose incomns did st
NS00 is that year, if such relative was: . cxoned .
(I} the widowed