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The government of a country, through its governance 
systems, has primary responsibility for the business 
environment. Hence, the quality of business 
environment has a direct link to the quality of 
governance. The current policy consensus is that a 
good business environment requires a good 
governance (Khan, 2005). These include adequate 
supply of good-quality infrastructure, stability of 
property rights, public accountability, and low levels of 
corruption or rent seeking, efficiency of service 
delivery, rule of law, contract enforcement, and sound 
regulation. 
 
 
 
 
 
 
Rather than go up, productivity in Nigeria’s 
manufacturing sector has stagnated and in fact has 
lagged behind that of many countries. A UNIDO study 
showed that the productivity of Nigerian workers was 
only 10% of that in Botswana and 50% of that in Ghana 
and Kenya. The reason is the poor investment climate 
characterized by bureaucratic red tape, deficient 
infrastructure, weak institutions, inefficient 
regulation, and high levels of corruption. Given that 
labour productivity is an important determinant in 
explaining the productivity of the overall economy, 
there is a clear link between employment levels and 
productivity.  

 
Nigeria’s growth performance has improved 
significantly since 2004, whereby the country 
witnessed an average growth rate of about 6% per 
annum. However, economic growth has not resulted in 
appreciable reductions in unemployment and poverty, 
and human development remains low. The social and 
human development indicators are generally poor. 
Nigeria was ranked 152 out of 185 countries on the 
global Human Development Index 2014. At least 50% 
of the 170 million people live on less than $1 dollar a 
day. With one in five Nigerians unemployed, the 
country is not maximizing its human resource 
potential. The situation is aggravated by the fact that 

only about 10% of the 6 million new entrants annually 
into the country’s job market actually find employment 
(Larossi, et al, 2009). Between 2000 and 2007, 
employment growth failed to keep pace with expansion 
in economic activity in the key sectors and, generally, 
this has remained relatively unchanged. Overall, 
output grew faster than employment in the entire 
period. To become one of the largest economies by the 
year 2020, Nigeria requires overall growth of above 
10% on a consistent basis. This is far above the current 
average growth rate of 6% recorded since 2004.  

 
While good business environment is a direct outcome 
of efficient, transparent, credible, and effective supply 
of public infrastructure and institutional and 
regulatory services, the private sector and civil society 
nevertheless have an important role in advocating for 
public accountability on the provision of an enabling 
environment for private enterprise. Monitoring and 
reporting the business environment is important for 
designing and implementing policy and institutional 
reforms by the federal, state and local governments. In 
addition, an independent and objective assessment of 
the business environment is a useful tool for the private 
sector and civil society to advocate and dialogue with 
government for good governance.   

 
WHY BECANS III 

Business environment and competitiveness across 
Nigerian States (BECANS) 2015 is third in the series of 
business environment assessment reports published 
by African Heritage Institution (AfriHeritage) since its 
inception in 2007. While existing global investment 
climate assessments, such as World Bank’s ‘Doing 
Business Surveys’ and World Economic Forum’s 
‘Global Competitiveness Reports’, benchmark Nigeria 
against other countries, the assessments provide bases 
for state-level internal comparisons. The rationale is 
that several business environment benchmarks in 
Nigeria fall within the policy and institutional 
jurisdiction of sub-national, particularly, state 
governments.  
 
 
 

The quality of business environment has a direct link 
to the quality of governance. A good business 
environment requires a good governance 

By aligning the evidence with responsible sub-
national authorities, BECANS help to overcome the 
limitation of aggregated national analysis. 
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While aggregate indicators of investment climate at the 
national level are useful, the aggregate picture masks 
differences in business environment across the states. 
This third report in the series of state-level business 
environment assessments intensified the existing 
imperative for business environment reforms. The up-
to-date evidence and rankings will guide private sector 
advocacy for business environment reforms, inform 
self-assessment, peer matching among states, and 
stimulate state government actions to improve the 
business competitiveness of their respective 
jurisdictions.  

 
BECANS BENCHMARK 

 
The BECANS model defines sub-national business 
environment along four dimensions. They are 
infrastructure and utilities; regulatory services; 
business development support and investment 
promotion; and security. These benchmarks 
collectively makeup the Business Environment Index 
of Nigerian States (BEIONS). Altogether, BEIONS is 
based on 4 benchmarks, 19 measures, and 88 
indicators. 
  
BECANS data are of two broad categories. One 
category is hard data. This includes administrative 
records, document evidence, and statistics from 
government ministries, departments, and agencies 
(MDAs). The other category is soft data. It includes 
information from survey of assessments and 
observations of business and company executives. Data 
were collected from government agencies by fact-
finding teams in the states.  

 
WHO NEEDS BECANS? 

BECANS reveals the opportunities, challenges and 
prospects for more business friendly environment 
which state government, policy makers, private sector 
and foreign investors will find beneficial. The evidence 
provided here is useful guide for investment decisions 
and business. Researchers will benefit via the nation 
wide data, statistics and results, which can be used to 
increase knowledge of business environment in Nigeria 
and as well, to find new dimensions or gaps that can 
help increase the ease of doing business in Nigeria.  
 
 
 
 

 
 
Since the first publication in 2007, Business 
Environment in Nigerian States has given rise to 
greater stakeholder awareness and better 
understanding of the status and comparative 
performance of states on key business environment 
indicators. Private sector organizations and civil 
society groups are increasingly using the evidence-
based assessment reports, especially for agenda setting 
in policy advocacy and dialogues. For their part, state 
governments are becoming increasingly interested in 
their respective ratings on the business environment 
indicators. Perhaps, this is due either to a desire to 
gauge progress made since the last ranking, or to 
identify key targets for improvements.  

 
BECANS III 2015: WHAT IS NEW? 

Overall Performance on Business 
Environment Index 

The all-states average score on the business 
environment index is 50.9%. This score is higher 
compared to BECANS II and BECANS I  

 

 
 

Business Environment Index across Geo-
Political Zones 

The all-states average business environment index 
for the South-South Zone is the highest while that for 
the North-East is the lowest. In BECANS I, the South-
South Zone had the highest performance while, 
South-East Zone had the lowest. In BECANS II, South 
West had the highest score while North-East had the 
lowest. 
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BECANS report is needed by state governments, 
policy makers, private sectors,  foreign investors, 
international agencies,  researcher and civil society 
organizations. 



ISSN 0794-4152        AfriHeritage Policy Brief No. 10 / June, 2017 

3 | P a g e  
 

 
Business environment index across geo-political 
zones 

Business Environment Index across States 
and Abuja FCT 

Lagos State has the highest score on the business 
environment index, followed by Cross River, 
Anambra, and FCT. Yobe State has the lowest score. 
About 40.0% of the 36 states and Abuja FCT had less 
than 50% on the business environment index, 
compared to 81.08% in BECANS II.  

 

 

Performance of individual states and Abuja 
FCT on business environment index 
 

All-States Business Environment Index 
across Benchmarks 

The all-states average score on the four benchmarks 
that make up the business environment index are as 
follows: infrastructure and utilities (58.3%), 
regulatory services (53.48%), BDSIP (41.2%), and 
security (45.5%). The all-states average score 
improved slightly on infrastructure and utilities and 
regulatory services compared to BECANS I and II; 
increased for BDSIP compared to BECANS II and 
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declined slightly compared to BECANS I; and shows 
a slight decrease on security compared to both 
BECANS I and II. 
 

 

 All-states average score on the business 
environment benchmarks 
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This Brief is drawn from the larger and more comprehensive report: Business Environment in 
Nigerian States 2015- Business Environment and Competition across Nigerian States. It is a 
product of research under the BECANS programme of the African Heritage Institution.  

 
 


