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Executive Summary

Many governments grant tax incentives 
through special economic zones as 
a veritable economic tool for attract-

ing foreign direct investment(FDI). Like many 
countries, Nigeria has set up special economic 
zones (SEZ) to attract investment, create jobs 
and raise income. However, there is evidence to 
show that tax incentives are wasteful and score 
low in investment climate surveys. Factors such 
as political stability, infrastructure and rule of law 
are considered most important by investors.

There are 22 operational free trade zones  un-
der the Nigeria Export Processing Zones 
Authority (NEPZA) and the Oil and Gas Free 
Zones Authority (OGFZA). These free trade 
zones have been applauded as having the po-
tential to create jobs and attract investment. 
Nigeria also offers a good number of tax incen-
tives in the form of 3 to 5 years tax holidays for 
pioneer status which is administered by the 
Nigerian Investment Promotion Council (NIPC) 
and similarly for mining operations under the 
Nigerian Minerals Mining Act of 2007. All these 
incentives are granted under the same rationale 
– investment.  

This research, therefore, attempts to examine 
the framework of tax incentives in Nigeria, the 
costs of tax incentives provided in these geo-
graphical enclaves, particularly the tax revenue 
forgone in providing these incentives and the 

implication for development in Nigeria. The re-
search also attempts to probe the presence of 
trade unions in Nigeria’s SEZs and the condition 
of workers therein.

A desk research was carried out which involved 
the analyses of the Nigerian Export Processing 
Zones Authority (NEPZA) Act, the Oil and Gas 
Export Free Trade Zone Authority (OGEFZA) Act, 
Industrial Development Income Tax Relief Act 
(IDITRA) – (Pioneer Status) and other relevant 
legislations related to special economic zones 
in Nigeria. A literature review and a trade-off 
analysis of the cost of special economic zones 
in Nigeria was done. An estimate of the revenue 
was done based on limited information. The FDI 
recorded in the SEZs under NEPZA were used to 
estimate revenue forgone using the  average tax 
to the GDP ratio as the effective tax rate.

Key findings

The opportunity cost of tax incentives in special 
economic zones is huge. While Nigeria contin-
ues to grapple with the effects of underfunding 
key sectors of its economy, discretionary and in-
efficient incentives are being doled out to com-
panies in these special enclaves. 

Below are some of the losses recorded from the 
SEZs in Nigeria 

Incentive Period/duration Amount in $ Source
SEZ under NEPZA 1992 to 2015 $12 billion Researchers calculation 
Dangote Cement Pioneer Status 2015 – 2019 $286 million

(103 billion naira)
Dangote Cement Annual 
Accounts

NLNG JV (Shell, Total & ENI) 1999 – 2009 $3.3 billion SOMO/ActionAid study
Pioneer Status - $2.6 billion ActionAid study
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These lost revenues above could be used to 
provide social infrastructure in key areas such as 
healthcare, education and to address extreme 
poverty among other things.

Other findings

There is an absence of Trade Union activities in 
the SEZs – difficulty in finding information on 
the treatment of workers in the SEZs, howev-
er, reports, discussions with industry experts 
and SEZ operators reveal that there are cases of 
abuse and consequently, complaints by workers 
in the SEZs, particularly by workers employed by 
Chinese firms. 

There is no evidence that suggests any cost-ben-
efit analysis is carried out before granting incen-
tives and no information on revenue forgone 
is publicly available to the citizens. There are a 
number of discretionary incentives available and 
access to information on incentives is difficult. 

Key recommendations

Before considering any incentive, the govern-
ment should carry out a cost-benefit analysis 
in a participatory process that involves CSOs, 
trade union organisations and other relevant 
stakeholders.

Phase out profit-based incentives such as tax 
holidays in the SEZs and pioneer status and 
consider cost-based incentives such as accel-
erated depreciation after a careful cost-benefit 
analysis has been carried out.

The law should provide for trade union activities 
in the SEZs to allow for voice and an effective 
mechanism to protect the rights of workers and 
for dispute resolution between workers of the 
SEZ and the operators/enterprises.

The cost of incentives to government should be 
calculated annually and published publicly. 
The Nigerian government should provide an en-
abling environment for investment to thrive. q
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LIST OF ABBREVIATIONS

1. AFC         African Finance Cooperation
2. AFDB       African Development Bank
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7. EPZ          Export Processing Zones.
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9. FDI    Foreign Direct Investment
10. FEC          Federal Executive Council
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14. HDI        Human Development Index
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17. ITVC       International Trade Union Confederation
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19. LDI         Local Direct Investment
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21. MINE     Made In Nigeria For Export
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29. NSEZCO Nigerian Special Economic Zone Company
30. OGEFZA Oil and Gas Export Free Trade Zone Authority
31. OGFTZA Oil and Gas Free Trade Zone Authority
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37. VAT   Value Added Tax
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Many governments view the granting of 
tax incentives through special econom-
ic zones as a veritable economic tool for 

attracting investment, especially foreign direct 
investment(FDI). This is attributable to a number 
of reasons: to combat certain externalities that 
would hinder investment activities, or to com-
pensate for poor public service delivery and 
generally an enabling environment for investors 
to mention a few2.  In many African countries, tax 
incentives schemes are varied and sometimes 
equally discretionary that issues such as lack of 
transparency and flawed processes are wide-
spread. In emulating the successes of East Asia 
and Latin America3, many African governments 
including Nigeria have set up special economic 
zones (SEZ) to attract investment, create jobs 
and raise income.

However, there is evidence to show that tax in-
centives are costly, robbing low-income coun-
tries of tax revenue needed to provide social 
infrastructure.  Research also shows that tax 
incentives score low in investment climate sur-
veys - factors such as political stability, infra-
structure4 and rule of law are considered most 
important by investors, which means tax incen-
tives may be inefficient to the extent that they 
are directed towards attracting investment5. 
In a report by ActionAid in 2012 on the effect of 
corporate tax incentives in East Africa, (includ-
ing those offered in special economic zones), 
it was reported that up to $2.8 billion is lost per 
year from providing incentives in just four coun-
tries: Tanzania, Kenya, Uganda and Rwanda6.  Tax 
incentives offered in special economic zones 
accounts for a large proportion of these loss-
es since a full tax exemption (of a profit-based 
incentive) is worse on balance than a partial ex-
emption or reduction of tax7. 

Introduction

Some studies have shown that tax incentives are 
helpful in attracting FDI, however, the studies ig-
nore one critical thing - the opportunity cost of 
the taxes forgone may be very high that a gov-
ernment subsidy8 would have instead sufficed 
and probably resulted in less revenue forgone. 
This is evident in a study of South Africa’s tax 
incentives carried out by the World Bank. In the 
study, they found that tax incentives led to an 
additional investment of 2.1 billion rand annually 
between 2006 and 2012 but the revenue for-
gone resulted in 4.5 billion rand annually for the 
same period. Another finding is that the incen-
tive created 34,000 additional jobs9,  however, 
the jobs cost the government about 116,000 
rand each10. 

Furthermore, most of the studies do not sepa-
rate round-tripping capital from FDI, i.e capital 
that goes out of the country and comes back 
as FDI11.  Another problem for confining tax in-
centives to specific geographical location for 
example in free trade zones, there is a risk of tax 
planning between related companies that oper-
ate in and outside the free trade zone12. 

An additional challenge is that most of the tax 
incentives granted in special economic zones 
in African countries are profit based as against 
cost-based tax incentives. Studies have shown 
that profit-based tax incentives in the form of 
tax holidays are harmful and less effective than 
cost-based tax incentives in the form tax credits 
and depreciation allowances13. 

In Nigeria, there are 33 free trade zones under 
the Nigeria Export Processing Zones Authority 
(NEPZA) - 14 are active while 19 are inactive14 

. Under the Oil and Gas Free Zones Authority 
(OGFZA) there are 4 free zones, although only 
one is currently supported by the OGEFZA Act15.  



PUBLIC SERVICES INTERNATIONAL8

These free trade zones have been applauded as 
having the potential to create jobs and attract in-
vestment. Nigeria also offers a good number of 
tax incentives in the form of 3 to 5 years tax hol-
idays for pioneer status which is administered 
by the Nigerian Investment Promotion Council 
(NIPC) and similarly for mining operations under 
the Nigerian Minerals Mining Act of 2007. 

There are 10 countries that are dominant in 
the SEZs in Nigeria. Britain, China, France, 
Germany, India, Italy, Russia, Singapore, South 
Africa, South Korea16  and the United States of 
America. Indian firms like the Jagal Group and 
other Chinese firms dominate the manufactur-
ing sector. The Oil and Gas sector is dominated 
by United States, France and Italian investors. 
German firms like Schlumberger are dominant in 
oil services delivery while British firms are pre-
dominantly in the air services. Most of these 
companies are from countries with significant 
Gross National Product (GNP) Per Capita17, but 
they take advantage of the incentives in a poor 
economy like Nigeria and repatriate money back 
to their home countries without paying taxes18. 

There is little information about the costs of 
these incentives provided in the free trade 
zones in terms of compliance or administrative 
costs, the crowding out effect of the incentives 
or the amount of tax revenue forgone in provid-
ing these incentives. Furthermore, there is little 
information about the impact these incentives 
have on labour in the country. 

This research, therefore, attempts to examine 
the framework of tax incentives in Nigeria, the 
costs of tax incentives provided in these ge-
ographical enclaves, particularly the tax reve-
nue forgone in providing these incentives and 
the implication for development in Nigeria. The 

research also attempts to probe the presence of 
trade union in Nigeria SEZ and the condition of 
workers therein.

Research questions

The main question this study seeks to answer is: 

What is the opportunity cost of tax incentives 
in Nigeria and its implication for development?

Specific questions include:

* What is the revenue forgone in special 
economic zones in Nigeria?

* What are the implications of revenue for-
gone in special economic zones to public 
service delivery in Nigeria?

* What are the implications of incentives 
granted in special economic zones to 
wages and salaries in Nigeria?

* Are Trade Unions active in the SEZ?
* What are the condition of workers in 

Nigeria’s SEZs? 
* How transparent is the operation of spe-

cial economic zones in Nigeria?

Objectives of the Study
The objective of this research is to analyse the 
framework and costs of tax incentives offered 
in Nigeria’s special economic zones (SEZs); 
the level of information disclosure; the oppor-
tunity costs to government of providing such 
incentives in terms of tax revenues forgone; 
the participation of trade unions and the condi-
tion of workers in the SEZs; the impact of the 
incentives on labour; and the implications for 
development.
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Methodology
A desk research was carried out which involved 
the analyses of the Nigerian Export Processing 
Zones Authority (NEPZA) Act, the Oil and Gas 
Export Free Trade Zone Authority (OGEFZA) Act, 
Industrial Development Income Tax Relief Act 
(IDITRA) – (Pioneer Status) and other relevant 
legislations related to special economic zones 
in Nigeria. A literature review and a trade-off 
analysis of the cost of special economic zones 
in Nigeria was done. An estimate of the revenue 
was done based on limited information. The FDI 
recorded in the SEZs under NEPZA were used to 
estimate revenue forgone using the  average tax 
to the GDP ratio of the period. 

FDI from SEZ = GDP from SEZ
Tax to GDP Ratio19 = Effective Tax Rate20 
Tax to GDP Ratio * FDI from SEZ = Estimated 
Revenue forgone

The study also relied on estimates of previous 
studies carried out and estimates of tax bene-
fits from incentives in annual accounts of pio-
neer status beneficiaries, particularly Dangote 
cement21. 

Data Sources
Data on tax incentives granted is scarce, for ex-
ample, forms required to be filled by enterpris-
es operating in SEZ to provide information on 
tax exempt for the period are not been filled22  
which makes it difficult to  ascertain the right 
amount of incentives granted. However, FDI fig-
ures were used. Information on the amount of in-
centives granted and other relevant information 

that could have been used to extrapolate and 
estimate taxes forgone through the OGFZA is 
also not available. Data on tax exempt from pio-
neer status is also not readily available, although 
the study used the annual Reports of Dangote 
Cement to extract information on the pioneer 
status incentive. Reports on the general corpo-
rate tax system and incentives provided by pri-
vate sector agents such as PwC and E&Y were 
utilized23.  The various tax laws and subsidiary 
legislation readily available also proved use-
ful sources for an examination of the legal and 
policy framework of tax incentives in Nigeria. 
Estimates of revenue losses from Tax Incentives 
in West Africa by ActionAid were relied upon in 
assessing the cost of tax incentives in Nigeria’s 
SEZs.

Scope and Limitations Of Study
In this research, the reference to special eco-
nomic zones (SEZs) extends to other economic 
zones such as export processing zones (EPZs) 
and free-trade zones. It must be noted that in 
Nigeria, the special economic zones are termed 
free-trade zones. Again, in this study, economic 
zones are often but not limited to geographical 
areas.  Qualifying companies or industries irre-
spective of location may be declared “zones” 
provided they fall under companies enjoying the 
Pioneer Status. Hence special economic zones 
in this study refers to the NEPZA, OGFZA and en-
terprises or sectors enjoying pioneer status. q



PUBLIC SERVICES INTERNATIONAL10

Nigeria’s experiment with economic zones 
traces back to 1991 when the Federal 
Military Government enacted the Export 

Processing Zone Act24  to draw FDI into the 
country. To this end, the National Exporting Zone 
Authority was created and the first free trade 
zone in the country was set up in Calabar. The 
Nigeria Free Zone Scheme was established by 
the Federal Government. The main motivation 
for the scheme is to industrialise the country 
through investments which would lead to eco-
nomic development. The NEPZA Act is adminis-
tered by the Nigerian Export Processing Zones 
Authority (NEPZA). All Zone operators and zone 
enterprises are under the overall management 
of NEPZA. Enterprises are managed by the dif-
ferent zone operators. Between the year 1992, 
when the Calabar Free Trade Zone was set up till 
the end of 2015, 399 licenses have been granted 
to enterprises under 22 operational special eco-
nomic zones operators in NEPZA. Between the 
same period, the FDI accrued to the SEZ under 
NEPZA alone is approximately $201 billion and 
N303 billion Naira from local Direct Investment 
and the direct employment of 12,056 people.

In 1996, the Oil and Gas Export Free Zone Act 
(OGEFZA) was enacted to regulate and manage 
specialised oil and gas export processing zones. 
The two economic zones, OGEFZA and NEPZA 
constitute the legal framework governing ac-
tivities in these zones. Additionally, the Federal 
Government has made a number of regulations 
to supplement these legislations. Government 
policy deriving from wide powers under the 

Legal and Administrative 
Framework of Tax Incentives in 
Nigeria’s SEZ

legislations have also regulated the incentives 
regimes in Nigeria’s free trade zones. 

The Industrial Development Income Tax Relief 
Act 2018 as Amended is the Act that provides 
for the Pioneer Status incentive in Nigeria. As 
mentioned earlier, although the Pioneer Status 
does not necessarily apply to companies con-
fined to a geographic area, they are considered 
as special economic zones due to the special 
treatment of taxes they receive which is not sig-
nificantly different from those received in the 
free trade zones. By definition, the government 
views sectors under the pioneer status as spe-
cial or priority sectors.

NEPZA Act and NEPZA 2004 
Regulations

The National Exporting Zone Act is the pioneer 
and the most encompassing law providing the 
framework of tax incentives in Nigeria’s free 
trade zones. The Act established the National 
Exporting Zone Authority (NEPZA), the body 
charged with the responsibility of managing and 
administering the export processing zones25.  
The Authority approves the development plans 
and budgets for infrastructure in the zones. It 
also grants licenses to approved businesses 
through decentralised zonal administrators26.  
Retail activities can only be carried out in the 
Zones if approval is given by NEPZA27. 
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Under the Act, the President has the power, by 
order, to designate any area that (S)he deems 
fit as an export-processing zone while the 
Authority may modify the geographical limits of 
the zones28.  

Pursuant to the Act, the Authority can make reg-
ulations to guide specific aspects of the zones’ 
activities. The NEPZA (Investment Procedures) 
Regulations and Operational Guidelines and the 
Lagos Free Trade Zone Regulations/Tinapa Free 
Trade Zone Regulations all have been made to 
supplement the principal Act on investment pro-
cedures in the free trade zones and supplemen-
tal regulations in the Lagos Free Trade Zone/
Tinapa Free Trade Zone respectively29. 

The tax incentives available to approved enter-
prises in the export processing zones are exten-
sive and total but not exhaustive. The incentives 
provided under the Act are summarised as:

1. Legislative provisions (Federal, state or lo-
cal) pertaining to taxes, levies, duties and ex-
change provisions do not apply in the zone. 
Effectively, the zone operates as an enclave 
insulated from tax regulations elsewhere in 
the country.

2. Repatriation of foreign capital from the zones 
at any time together with capital appreciation 
on the investment

3. Remittance of profits and dividends earned 
by a foreign investor in the zones.

4. No import or export licence required.

5. Up to 100% foreign ownership of business-
es in the zones

6. Up to 100% of the products may be sold in 
customs territories against a valid permit and 
upon payment of appropriate duties.

7. 75% of chargeable import duty granted as 

tariff rebate on any special product imported 
into the zone on which value has been add-
ed without changing the essential nature of 
the product after processing in the zone.

8. Rent-free land at the construction stage. 
Following this, the Authority determines 
rent30. 

Oil and Gas Export Free Zones 
Act, (OGEFZA) 1996.

The Oil and Gas Export Free Zones Act was en-
acted to ostensibly provide a separate regulato-
ry framework to govern specialised oil and gas 
FTZs31. The Act  created the Oil and Gas Free 
Zone Authority (OGFZA) with powers similar to 
and functions parallel to the NEPZA. The OGFZA 
has regulatory power in respect of not only des-
ignated oil and gas FTZs but also oil and gas 
enterprises in general FTZs32.  OGEFZA makes 
provisions for incentives similar to those in the 
NEPZA Act. The Act notably established the 
Onne/Ikpokiri area of Rivers State as an oil and 
gas FTZ33. 

The website of the OGFZA shows that the ben-
efits of operating in the zone includes zero cus-
toms and tax, 100% repatriation of capital, 100% 
repatriation of profit and 100% foreign owner-
ship (see appendix for entire list of incentives). 

The OGEFZA Act is administered by the Oil and 
Gas Free Zones Authority. According to the Act, 
only the Onne Oil and Gas free zones should be 
administered, however, the website of OGFZA 
shows a number of other zones (eg Warri  Oil 
and Gas Free Zone and Brass Oil and Gas Free 
Zone). According to an industry expert, there has 
been a tussle between the NEPZA and OGFZA 
on special economic zones related to Oil, as 
the OGFZA believes that any enterprise that falls 
under the Oil and Gas category should be un-
der the OGFZA and not NEPZA even though the 
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OGFZA Act does not have provisions for this34. 

According to the website of the OGFZA, there 
are currently 137 enterprises in the zones35,  
however it is not clear whether these enterpris-
es are all under the Onne SEZ or if they are cut 
across the four claimed by OGFZA36.  

The Industrial Development Income Tax Relief 
Act (IDITRA) 2018 as Amended (Pioneer Status)
The pioneer status incentive is backed by the 
Industrial Development Income Tax Relief Act 
(IDITRA) 2018 as amended, it is granted and ap-
proved by the National Investment Promotion 
Council (NIPC). Under this Act, if the President is 
satisfied that an industry is not being carried on, 
on a suitable scale or there is a need to encour-
age such industries, he may designate certain 
industries or certain products as pioneer indus-
tries or products by inclusion in a list of pioneer 
industries or pioneer products. Such industry 
or products so designated enjoy tax holiday for 
three years which may be extended for anoth-
er maximum period of two years. Essentially, a 
company making the application, which must 
be an indigenous company, may enjoy up to five 
years’ tax holiday. 

In the year 2015, The pioneer status incentive 
was suspended, however, it was revived with 
additional beneficiaries in 2017. Currently, ac-
cording to the Annual Report of Pioneer certif-
icates, there are 36 beneficiaries including two 
Dangote cement companies37. Besides the list 
of beneficiaries, there is no further information 
available on the beneficiaries of Pioneer Status 
on the NIPC website and efforts to access in-
formation were not successful after several 
exchange of emails38. However, the Dangote 
Cement Annual report of 2018 showed that it  re-
ceived its Pioneer Status Incentive in February 
2015, and in the first three years, it received in-
centives worth 60.1 billion naira, the incentive 
was renewed for another two years and based 
on the estimates from the Dangote Cement ac-
count, they will benefit about 43 billion in the 

last two years of the PSI39 making it 103 billion 
naira for the 5 years. 

The problem with this incentive scheme is that 
it creates room for abuse because first, the dis-
cretionary powers of the President can lead 
to favouritism and rent-seeking, secondly, the 
companies enjoying the pioneer status can 
move their business out of the country after en-
joying the 5 year tax free period, thereby defeat-
ing the aim of the incentive. The companies can 
also merge and engage in aggressive tax plan-
ning schemes that will further minimise their tax 
liabilities. The UNCTAD in its Investment Policy 
Review40 recommended the removal of the 
Pioneer Status completely. Other studies have 
suggested same due to the amounts of revenue 
forgone and the abuse involved. 

In the design of this incentive, there is no evi-
dence that suggests that any cost-benefit anal-
ysis is carried out. Similarly, there is no evidence 
that a monitoring and evaluation of the incentive 
is been carried out which means that the coun-
try does not know if the pioneer status is effec-
tive or not. Also, researchers, policy makers, 
Trade Unions and civil society organisations are 
not able to assess and make effective input due 
to the lack of transparency in data.  

Gas utilisation incentives

This incentive is another form of Pioneer Status, 
as it grants companies engaged in gas utilisation 
a tax-free period for up to five years, accelerated 
capital allowance after the tax-free period and 
tax-free dividends during the tax-free period41.  
Although it is arguable that the cost-based in-
centives such as the accelerated capital allow-
ance may be useful considering the huge initial 
capital investment required in the business of 
gas utilisation, the tax holiday for five years with 
an additional dividend free investment is a high 
opportunity cost for a country such as Nigeria 
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particularly because the business realises a 
huge income and Nigeria has reserves beyond 
120 trillion cubic feet with only a fraction of it 
utilised42.  Nigeria need to only put in place an 
enabling environment for investors while con-
sidering cost-based incentives after a careful 
analysis to attract investors. Even though the 
world is going green – seeking for alternative 
and renewable energy, gas still has its place in 
the global economy and Nigeria can benefit a lot 
from it. Nonetheless, it doesn’t mean the coun-
try should give away incentives without a prop-
er cost-benefit analysis. Information regarding 
beneficiaries of this incentives is not available.

Another Gas related fiscal incentive enjoyed by 
3 foreign multinationals: Shell, ENI oil and Total is 
the Liquefied Natural Gas Project that which re-
ceived a 10-year tax holiday/break. The project: 
Nigerian Liquefied Natural Gas (NLNG) is a joint 
venture (JV) incorporated in 1989 to produce 
LNG and natural gas liquids for export outside 
Nigeria. In the JV, Shell holds a 25.6% share, to-
gether with NNPC (49%), Total (15%) and ENI 
(10.4%).

According to reports, between the year 1999 
and 2009, no income tax was paid by this JV; 
additionally, in 2010 and 2011, no income tax was 
paid because it was deducted from deferred tax 
assets built up during the 10-year tax holiday; 
and in 2012, no income tax was paid due to the 
build-up of deferred tax liabilities. This led to a 
loss of US$3.3 billion in corporate taxes due to 
the Nigerian government which was estimated 
to be three times the Nigerian health budget for 
the year 201543. 

Tax holiday in Mining

The Nigerian mining sector also enjoys incen-
tives similar to pioneer status under the Nigerian 
Minerals and Mining Act (NMMA). Any company 
that has been granted a mineral title is eligible 

for tax relief for three years from the date the 
company commences operation. According to 
the Act, the relief period may be extended for 
an additional two years, however, In the Nigerian 
Companies Income Tax Act (CITA) there is no 
provision for this extension.  Mining operators 
are also exempt from paying custom and import 
duties on plant and machinery imported exclu-
sively for mining.

The mining sector of Nigeria is largely undevel-
oped and although it requires huge capital in-
vestment before investors can make profits, it 
does not justify giving the tax holiday, especially 
if the licenses are giving to the large multination-
als that already have significant capital to invest. 
As a public good that is exhaustive in nature, it 
is pertinent that all the possible revenues that 
can be derived by the government are generat-
ed rather than give them away through unnec-
essary tax holidays. 

According to reports44, the government has 
granted over 7000 licences in the past eight 
years, however, specific information regarding 
the license owners benefitting from the three to 
five years tax holiday is unavailable. Nonetheless, 
the prospects of the mining sector and the num-
ber of licenses granted is a huge indication of 
the imminent loss of revenues.

The National Tax Policy and the 
Framework of Tax Incentives (in 
Nigeria’s SEZs)

The National Tax Policy 2017 contains a state-
ment of intent to apply to special arrangements 
such as those in FTZs. It provides that special 
arrangements should be sector-based and not 
directed at entities or persons. Special arrange-
ments such as free trade zones and other tax 
incentives or waivers should not be arbitrarily 
terminated except as provided in the enabling 
framework at the time of creation45. 



PUBLIC SERVICES INTERNATIONAL14

Although the policy states that the process of 
granting and renewing incentives, waivers and 
concessions should be transparent and comply 
with legislative provisions and international trea-
ties46,  information on executive policy on tax 
incentives in special economic zones is scarce. 
However, the Project MINE (Made in Nigeria 
for Export) by the Federal Ministry of Trade and 
Investment and the Export Expansion Grant by 
the Nigerian Export Promotion Council (NEPC) 
are notably incentive policies programmed as 
special arrangements. Project (MINE) is an in-
itiative under the supervision of the Federal 
Ministry of Trade and Investment to develop 
world class economic zones (SEZs) in Nigeria 
and boost ‘made-in-Nigeria’ goods47. 

The project employs a public-private partner-
ship model. To implement Project (MINE), the 
Federal Executive Council (FEC) established 
the Nigerian Special Economic Zone Company 
(NSEZCO), a company in which the Ministry of 
Finance has 25% holdings. The other 75% of 
the holdings is held by other partners among 
which are the Africa Export-Import Bank, Bank 
of Industry (BOI), Africa Finance Corporation 
(AFC) and African Development Bank (AFDB)48.  
Some current projects of the company are the 
Enyimba Economic City, Abia State, Lekki-Epe 
Model Industrial Park, Lagos State, Funtua 
Cotton Cluster Katsina State49. 

Due Process and Disclosure 
of Tax Incentives (in Nigeria’s 
SEZs)

The NEPZA Act grants discretionary powers to 
the President - the President can designate any 
area that S(h)e deems fit as an export-process-
ing zone while the Authority may modify the ge-
ographical limits of the zones50.  This, by design, 
gives discretionary powers to the President, 
which has risks of favouritism, rent seeking and 
corruption, as it is possible that a President can 

easily designate an area which is easily accessi-
ble to his/her cronies. These types of decisions 
are usually devoid of any necessity check and 
may likely be detrimental to the country in terms 
of opportunity cost. This is perhaps one of the 
reasons why a number of studies have argued 
against discretionary powers in the incentives 
framework. A process driven through parlia-
mentary approval will have more representation 
and participation of relevant stakeholders 
which would reduce the risks of favouritism and 
corruption.

According to the IMF, transparency and ac-
countability are critical in the tax incentives 
framework of a country to reduce the opportuni-
ties for rent seeking and corruption. Hence they 
recommend that the creation of tax incentives 
should be subject to a legislative process and 
the costs of the incentives reviewed and report-
ed annually. Although the process of tax incen-
tives may involve different stakeholders, they 
recommend that the approval of incentives ap-
plication should be the sole responsibility of the 
Minister of Finance and enforcement and mon-
itoring should be carried out by the tax author-
ity. They also recommended that discretionary 
powers be limited and granting of tax incentives 
should be backed by the law to avoid preferen-
tial treatments and rent seeking51. 

In Nigeria, under the NEPZA Act, OGFZA Act and 
the Pioneer Status Incentive, and the gas utilisa-
tion incentive, there are no provisions for either 
a cost-benefit analysis prior to granting of the 
incentives, neither is their provision for monitor-
ing and evaluation of these incentives. Beyond 
the Acts that empower these incentives, there 
is no evidence that suggests that the govern-
ment agencies or the Ministries of Trade and 
Investment, and the Ministry of Finance have 
carried out any cost-benefit analysis or any 
monitoring and evaluation of the incentives to 
ascertain the revenue forgone against the gains 
from the incentives.
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Although free zone enterprises under NEPZA 
are required to fill a quarterly returns form52  
that shows their status including information on 
the amount of custom duty and taxes waived, 
most enterprises do not fill in the information53.  
This critical information would have made the 
cost-benefit analysis of the SEZ easier as it will 
give a clearer picture of the amount of taxes 
forgone. 

Trade Unionism and condition 
of workers in the SEZs

Organised Trade Unions in Nigeria date back 
to 1912 when civil servants organised them-
selves into Trade Unions54.  The Nigerian Labour 
Congress was set up in 1978 and is legally 
backed by the Trade Union Decree of 197855.  
The NLC has a track record of fighting for the 
rights of workers in Nigeria, however, it has fall-
en short when it comes to their influence on the 
SEZs. This is not deliberate, as the SEZs where 
conceived in a manner to discourage union ac-
tivities, and anything that is similar to unionism 
is seen as a way of discouraging investment. 
The Federal Ministry of Labour and Productivity 
(FMLP) which is the ministry responsible for 
formulating policies on trade union organisa-
tions and is also saddled with the responsibil-
ities of providing labour protection services, 
supervision and enforcement to mention a few, 
also does not have significant influence on la-
bour and trade union activities in the SEZs. For 
example, in a report by the ITUC in 2008, the 
FMLP carried out an assessment of labour in the 
Calabar Free Trade Zone (CFTZ) and it found evi-
dence of slave labour by a Chinese iron smelting 
company - when confronted, the Chinese com-
pany threatened the CFTZ that it would with-
draw its investment from the country if the de-
tails of labour conditions in their enterprise was 
made public. The CFTZ officials prevailed upon 
the FMLP officials citing that it would scare away 
their investors. The FMLP officials were told that 

they were interfering with the investment drive 
of the government and for that reason they in-
formally withdrew56.  A member of staff of one of 
the SEZ operators under NEPZA confirmed that 
they only interface with NEPZA and have not 
had any interaction with the FMLP. 

Information retrieved from a Union member 
of NEPZA also confirmed that there are no un-
ion activities in the zones under NEPZA and 
unionism is highly discouraged for fear that it 
causes problems and discourages investors57.  
Information on union activities in the OGFZA 
could not be gotten58.  

The ITUC report also revealed that the SEZs in 
Nigeria are “ veritable theatres of abysmal dis-
respect for workers’ rights and social dialogue 
mechanisms, including but not limited to the 
collective bargaining process”. There have been 
cases of Police harassing EPZ unionists which 
has discouraged many from joining or starting 
a union. The study also revealed that female la-
bour is highly avoided by employers in the EPZ59.  
A management staff of one of the SEZ operators 
confirmed that there are cases of maltreatment 
of workers, especially from the Chinese firms, 
in fact one of the Chinese firms is referred to 
as ‘hell fire’ due to the inhumane treatment re-
ceived by workers60.  

On minimum wage, the ITUC report noted that 
due to the low minimum wage in the country, it 
didn’t seem to be a problem in the EPZ, howev-
er, job security is not great because most of the 
workers are casual workers. The current employ-
ment statistics by the NEPZA report does not 
give details on the types of employment gener-
ated, they only report the numbers.
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Cost of Tax Incentives in 
Nigeria’s SEZ

Since 2016 when oil prices plunged61,  there has 
been a clamour for increase in non-oil revenue, 
particularly revenue from taxes. Company in-
come tax (CIT) and Value Added Tax (VAT) have 
steadily increased as a proportion of non-oil rev-
enue. In 2019, the total budget figure was N8.83 
trillion naira ($24.5 billion dollars), about N300 
billion naira lower than last year’s budget which 
stood at 9.1 trillion naira (N25.2 billion dollars)62.  

Despite the decrease in the total budget figure, 
revenue from CIT and VAT increased from 2018 
to 2019 by 1% and 11% respectively63.  In 2019, 
CIT contributed 11.5% to total government reve-
nue while VAT accounted for 3.3%.  It therefore 
follows that any diminution in these taxes (in the 
way of tax incentives) will reduce aggregate rev-
enue and by extension budgetary allocation to 
key areas of the economy. It must be noted that 
oil revenue itself derives majorly from petroleum 
profits tax (PPT) levied on companies engaged 
in upstream petroleum operations and partly 
from taxation of companies involved in down-
stream petroleum operations under the compa-
nies’ income tax regime64.  The petroleum sector 
is responsible for the oil revenue (about 52.9% 
of expected revenue in the 2019 budget)65.  

In 2018, Cement Company of Northern Nigeria 
(CCNN) made a turnover of N31,721,962,000 in 
2018 and paid N1,860 ,347,000 in taxes, while 
Dangote Cement which raised a revenue of 
618.3 billion did not pay a dime because of its 
pioneer status. Besides the huge revenue cost 
to government, Dangote Cement’s preferential 
treatment also has had an undue advantage 
over its counterparts causing distortions in the 
market and exerting monopolistic tendencies. 
According to an industry expert66, CCNN have 
also been trying to get the Pioneer Status, as 
they see no reason why Dangote should be 
granted and they are not. This also confirms 

what many studies have revealed that investors 
will likely invest even without incentives, the 
fact that CCNN, a smaller company with lower 
turnover than Dangote can do business without 
the Pioneer Status, means that Dangote Cement 
can also do without the pioneer status. However, 
the government went ahead and granted the li-
censes to Dangote thereby depriving Nigeria of 
critical revenue that could have been used to 
fund public goods and services. 

According to a 2015 ActionAid report, Nigeria 
was losing up to 0.5% of its GDP in corporate 
income tax incentives given to companies with 
Pioneer status alone. Using the 2015 budget fig-
ure, the estimated losses were put at $2.6 billion 
per year67.  The incentives comprised both CIT 
and import duty exemptions. Other incentives 
items included vaguely were titled ‘exemptions’ 
and ‘waivers’.  The exemptions were also provid-
ed to some ministries and departments of the 
federal government68. 

Another report revealed that Nigeria lost $3.3 
billion through gas utilisation incentives which 
was estimated to be equal to the health budget 
of a country of more than 180 million for the year 
2015. 

The oil and gas industry enjoyed by far the larger 
proportion of the import duty incentives. For ex-
ample, Shell69 was the largest single private sec-
tor recipient of the incentives and it received 
import duty exemptions of up to N24 billion naira 
($148 million) between the years 2011 to 201370.  
It is therefore clear that both oil and non-oil rev-
enue in Nigeria suffer withdrawals by way of tax 
incentives.

Accessibility to data on incentives remains a 
challenge, there is no comprehensive incen-
tives data publicly available, access to data of 
relevant agencies is also difficult and in some 
cases not very helpful due to the limited data 
available. This makes it difficult to correctly es-
timate the revenue forgone. As governments 
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around the world are embracing open govern-
ance71,  it is pertinent that the cost of incentives, 
the rationale behind granting them are publicly 
known. This will allow for the effective participa-
tion of the CSOs trade unions and the citizens. 

The opportunity cost of tax 
incentives in Nigeria

Nigeria’s Human Development Index (HDI) value 
for the year 2017 is 0.532, placing the country 
at position 157 out of 189 countries in the low 
human development category72.  With the limit-
ed data on cost of incentives, I analysed some 
specific indicators from a public service delivery 
perspective to portray the opportunity cost of 
granting incentives and this involves healthcare, 
education, and employment as a proxy for pov-
erty. Due to the paucity of data, an estimate of 
taxes forgone from the SEZs under NEPZA was 
done and used in analysis; tax incentives for-
gone from the PSI enjoyed by Dangote Cement 
was also partially used to discuss the opportuni-
ty costs of incentives. Additionally, the study re-
lied on partial estimates made in previous stud-
ies by the ActionAid. 

The 2015 report of NEPZA shows that as at 
2015 the value of FDI in the FTZ(SEZ) stood 
at $201,454,891,254.77 while the Local Direct 
Investment (LDI) stood at N60,261,314,509.  
Based on this FDI, if we apply the tax to GDP 
ratio (6.1%)73  of the year 2015 to the FDI gener-
ated from the export processing zones, we will 
arrive at a value of $12,087,293,475.286274.

Education

The Education sector in Nigeria suffers from 
underfunding and the country has one of the 
largest numbers of out-of-school children in 
the world, estimated between 10.5 and 13 mil-
lion children75.  Nigeria’s adult literacy rate is also 
low at about 59.6%76. Budgetary allocation to 

education has never exceeded 8% of the total 
budget figure77. In the 2019 budget, allocation 
to education was N620.5 billion representing 
about 7.02% of the total budget figure.  This has 
led to agitations by many civil society groups 
about the gross underfunding in the sector. 
Many stakeholders in the education sector have 
advocated 26% budgetary allocation to educa-
tion as the UNESCO recommendation. However, 
the government has defended this allocation as 
being “within available resources in the midst of 
competing demands”78. 

The cost of private pre-schooling in Nigeria 
in 2005 was about $367 per child per year79.  
Going by this same estimate and ignoring infla-
tion and the change in exchange rates, it would 
cost about $3.8 billion to put 10.5 million out-
of-school children back in school. $3.8 billion 
is close to the amount granted to the NLNG JV. 
Similarly, the $2.6 billion loss attributable to in-
centives from corporate tax incentives and im-
port duty exemptions alone will put more than 
7 million out-of-school children back in school. 
This will go a long way in achieving the sustain-
able development goals. This also means that 
if Nigeria were to invest the over $12 billion it 
gave away as incentives in the SEZ/EPZ under 
NEPZA, it would have solved its out of school 
children problem. Saving from other incentives 
will further mean that the country could solve 
other critical issues that require funding.

Health

Nigeria’s healthcare delivery service suffers from 
inadequate public funding and this is reflect-
ed in the poor indices that are attributed to the 
health sector. The current global standard is to 
have one doctor per 600 population, however, 
in Nigeria, it is currently one to 5,000 population 
and 5 hospital beds per 10,000 population80.  
Reports shows that Nigeria loses doctors to 
developed countries, particularly the UK every 
year, and this is mainly due to the poor working 
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conditions of medical workers in terms of sala-
ries and poor enabling environment to conduct 
their work81, which is clearly a failure on the part 
of the government. Stakeholders in the sector 
have repeatedly called for increased funding by 
going on strikes as a measure to pressure the 
government to review the salaries and benefits 
of medical workers.

Other reports show that the annual healthcare 
threshold per person in a developed country 
such as the United States is $10,000, while it 
is only $6 in  Nigeria. Furthermore, according 
to UNICEF data, there are 100 deaths per live 
births in Nigeria82,  and a life expectancy of 53.9 
years83.  

The National Health Insurance Scheme (NHIS) 
has also suffered setbacks from low funding 
despite elaborate provisions in the National 
Health Act. Budgetary allocation to the Ministry 
of Health in 2019 was N367 billion ($1 billion 
approx)84 representing just 4.1 % of the entire 
budget figure. This is despite the AU’s Abuja dec-
laration where African leaders pledged to com-
mit at least 15 percent of their annual budgets 
to improving the health sector85.  Expenditure 
on health per capita at N1835 ($5.1)86. This is 
also below the recommendation by the Macro-
Economic Commission on Health of per capita 
expenditure on health of $3487. 

The primary health care centre is the basic unit 
for the attainment of health and well-being for 
all. However, in Nigeria, the Primary Health sys-
tem has performed poorly with only about 20% 
of the 30,000 centres facilities in working con-
dition88. The primary health care centres are 
managed by the local governments under the 
supervision of the National Primary Healthcare 
Development Authority. Here lies the problem 
of primary healthcare centres. The local govern-
ment is the lowest tier and the least funded level 
of government. The LGs receive only 20.6% of 
the funds in the federation account89.  Internally 
generated revenue is low for local government 

compared to other levels of government. It is 
not surprising therefore that out-of-pocket ex-
penditure as a percentage of private expendi-
ture on health was as high as 95.8% in 201390.  

Instead of giving away revenues that are critical, 
the government can invest in health care, by in-
creasing the budgetary allocation with the tax-
es forgone. For example, by injecting the $2.6 
billion estimated loss from incentives into the 
sector will increase the current budgetary allo-
cation by 250%. This will create more than three 
times the amount of funding currently available 
and improve the level of infrastructure in the 
sector. Similarly, with $2.6 billion (936 billion 
naira), at the cost of 22 million Naira each91 the 
government can build at least 42,500 Primary 
healthcare centres across the country. The rev-
enue forgone by Dangote for the 2 subsequent 
years of the PSI alone (43.3 billion Naira) can 
build 1,954 primary health care centres across 
the country talk more of the 103 billion Naira 
aggregate. 

Nigeria accounts for 25 percent of malaria cases 
worldwide, in 2017 alone, Nigeria accounted for 
19 percent global malaria death. According to the 
UNICEF, malaria costs African countries about 
$12 billion annually in lost GDP. This amount is 
equivalent to the lost revenue in the Nigerian 
SEZs over the years. Treatments for adults cost 
as low as $2.50 while modern treated mosqui-
to nets cost about $5 each92.  At this rate, the 
revenue lost through incentives in Nigeria would 
have been sufficient to purchase both anti-ma-
laria drugs and modern treated nets. This would 
significantly prevent and cure cases of malaria in 
the country and further prevent malaria deaths. 

Implication for labour

The unemployment rate in Nigeria reported in 
the third quarter of 2018 was high at 23.1%93,  
the youth unemployment rate, however, is an 
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alarming 36.50%94, one of the highest in the 
world. This reflects the country’s population 
distribution and the worst impacted population 
group.

Poor infrastructure and a heavy dependence 
on the oil sector have hindered the growth of 
other labour-intensive sectors of the economy. 
Agriculture which contributes about 24.4% to 
the country’s GDP95  and which employs about 
70%96  of the labour force has been badly im-
pacted by both inadequate funding, insurgency, 
banditry and terrorism especially in the Northern 
part of the country where most of the farmland 
and farming population is located. These prob-
lems have caused a wave of rural-urban migra-
tion with young Nigerians escaping poor living 
conditions and insurgency in the rural areas and 
moving to urban areas to crowd the already in-
adequate basic amenities.

Budgetary allocation to the Ministry of Agriculture 
and Rural Development was N138.2 billion97.  
This represents just 1.5% of the total budget fig-
ure. The impact of the low budget figure is evi-
dent in the issues affecting the sector. Farmers 
usually complain of poor and unserviceable ma-
chinery, poor storage facilities and lack or high 
cost of transport facilities. An additional alloca-
tion of $2.6 billion (N936 billion) will significantly 
impact the sector by providing more funds for 
farmers through different intervention programs. 
The minimum wage was recently increased 
to N30,000 ($83.3). from N18,000 ($50)98.  
Based on the former minimum wage, a minimum 
wage earner was earning $1.67 dollars a day, 23 
cents below the poverty line ($1.99)99, while the 
new minimum wage places the minimum wage 
earner at  $2.77, $177 cents above the poverty 
line. While the increase was hailed by the gov-
ernment as a reflection of its commitment to 
improving the welfare of workers, a number of 
experts noted that the new minimum wage is 
lower in dollar terms than it was at N18,000 in 
2011 when N18,000 was about $110100.  

Many labour union organisations insist that the 
wage increase does not reflect current econom-
ic realities in the country. Inflation has hit staple 
food items and worsening exchange rates are 
ever decreasing the purchasing power of the 
naira. Essentially, the average Nigerian worker 
is no better off under the new minimum wage 
than when the old minimum was introduced. 
More worrisome is the problem of implemen-
tation. Before now, almost 33 of the 36 states 
of the nation have been late in paying workers’ 
salaries. Some states have resigned to paying 
between 35% to 50% of the salaries, citing 
non availability of funds101.  As pertaining to the 
new minimum wage, the Governors through the 
Nigerian Governor’s Forum have pointedly insist-
ed that they are unable to pay the new minimum 
wage102.  

It is clear that there is currently inadequate 
budgetary allocation to finance the new mini-
mum wage. In the absence of any increase in 
the internally generated revenue of states, ad-
ditional allocation to the states is needed to 
implement the new minimum wage. If the $2.6 
billion revenue forgone per year were allocated 
equally between the 36 states of the federa-
tion, it would increase each state’s allocation by 
about N26 billion naira, an increase of about 9% 
of the current highest allocation to a state and 
almost 90% of the lowest allocation to a state103. 

What should Nigeria do?

By principle, Nigeria should focus more on cost-
based incentives over profit-based incentives 
as studies have shown that this is a better op-
tion for African countries like Nigeria. Incentives 
such as Pioneer status, tax holidays for specif-
ic sectors or special economic zones should 
be phased out carefully. This will ensure that 
Nigeria limits its risks of losing revenue through 
the granting of incentives. 
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Before any incentive is considered, a careful 
cost-benefit analysis should be carried out to 
ascertain if the incentive will be effective. A 
cost-benefit analysis will form the bedrock of the 
design, consideration and the possible granting 
of any incentive. This will ensure that incentives 
are only granted based on needs with a foresee-
able positive impact on the country.

The design or review of new and existing incen-
tives should be participatory such that CSOs, 
trade unions, experts and other relevant policy 
actors make valuable contributions from their 
enriched perspective. This will ensure that a 
broad view of the implications of the incentive 
are taken into consideration and a more trans-
parent process put in place.

If after all cost-benefit analyses have been car-
ried out and the government deems it neces-
sary to grant an incentive, it should follow a due 
process, backed by law, with a detailed criteria. 
This criteria should be measurable, assessable, 
not restricted to certain individuals and should 
reflect the interest of Nigeria. This will reduce 
abuse and lack of coordination.

The granting of incentives or the setting up 
of special economic zones should not be at 
the discretion of the President or a Minister. 
Discretionary powers should be replaced with 
a transparent process that passes through the 
National Assembly before approval is given EPZ 
can lead to abuse of office, cronyism, corrup-
tion and rent seeking.

The importance of open governance cannot be 
overemphasized – the government should em-
brace it and make all relevant data publicly avail-
able. For tax incentives, the cost the tax incen-
tives including the ones in the special economic 
zones should be published annually together 
with the names of the beneficiaries and the ra-
tionale behind granting the incentives. This will 
increase transparency and accountability, and 
will give CSOs, trade unions and other relevant 

stakeholders a birds eye view of the cost of in-
centives in the country. This will be significant 
for advocacy and reform.

For the purpose of effectiveness, the adminis-
tration of all tax incentives should be under the 
purview of the ministry of finance which is in 
charge of fiscal policy in the country. This will re-
duce lack of coordination, duplication of duties 
and redundancy. 

Since the opportunity cost of granting these 
special economic zones incentives are high and 
may be detrimental to the economy of Nigeria, 
Nigeria should invest in creating an enabling en-
vironment by improving the state of infrastruc-
ture, political and economic stability, rule of law 
and security among other things. This, more 
than incentives will attract FDI to the country.

The importance of Trade Union in the Nigerian 
SEZs cannot be over emphasized, it is therefore 
critical that steps are taken to allow Trade Union 
activities to be carried out within the ambit of 
the law so that workers can have a voice and a 
democratic resolution mechanism is in place to 
address conflict between workers and SEZ en-
terprises as well as the operators. q
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Research has shown that tax holidays and 
income tax exemptions are not the best 
options for low income countries. Cost- 

based tax incentives such as tax credits and 
accelerated depreciation yield more investment 
per dollar than tax holidays and corporate tax ex-
emptions which leads to huge losses in revenue 
and often times ineffective104. Unfortunately, 
African countries such as Nigeria continue to 
grant these types of incentives despite the de-
velopmental challenges they are facing.

The opportunity cost of tax incentives in special 
economic zones is huge. While Nigeria contin-
ues to grapple with the effects of underfunding 
key sectors of its economy, discretionary and in-
efficient incentives are being doled out to com-
panies in these special enclaves. 

While total tax exemptions provided to enterpris-
es physically present in geographically defined 
zones are evident, several discretionary incen-
tives vaguely titled “exemptions” or the act of 
designating particular companies as zones 

without clearly defined parameters, continue 
to rob the country of much needed tax reve-
nues. The pioneer status incentive enjoyed by 
Dangote Cement company that deprived the 
country over 100 billion naira in taxes and the 
NLNG JV that allowed Shell, Total and Eni to es-
cape taxes running into $3.3 billion are points of 
reference. Furthermore, the aggregate amount 
of over $12 billion worth of incentives granted to 
enterprises under NEPZA despite our low tax to 
GDP ratio is an indication of how ill-thought the 
concept of incentives is conceived in Nigeria. 
These lost revenues may be used to provide 
social infrastructure in key areas, as has been 
already shown.

Due to the lack of Trade Union activities in the 
SEZs, it is difficult to obtain information on the 
treatment and condition of workers. However, 
reports, discussions with Industry experts and 
SEZ operators reveal that there are cases of 
abuse and consequently, complaints by workers 
in the SEZs, particularly by workers employed by 
Chinese firms. q

Conclusion
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Annexes

Serial no Name Location Status
1 Sebore farms epz Adamawa Active
2 Alscon epz Akwa ibom Active
3 Calabar ftz Cross river Active
4 Maigatari border free zone Jigawa Active
5 Kano ftz Kano Active
6 Airline Services EPZ Lagos Active
7 Dangote Industries FTZ Lagos Active
8 Ladol FTZ Lagos Active
9 Lagos FTZ Lagos Active
10 Lekki FTZ Lagos Active
11 Nigerian Aviation Handling Company(NAHCO) Lagos Active
12 Nigerian International Commerce City(Eko Atlantic) Lagos Active
13 Snake Island Integrated Free Zone Lagos Active
14 Ogun Guangdong FTZ Ogun Active
15 Abuja Tech. Village Free Zone FCT Inactive
16 Ibom Science & Tech FTZ Akwa Ibom Inactive
17 Olokola FTZ Ondo & Ogun Inactive
18 Living Spring Free Zone Osun Inactive
19 Brass LNG FZ Bayelsa Inactive
20 Banki Border FZ Borno Inactive
21 Oil Integrated Logistics Services FZ Lagos Inactive 
22 Specialised Railway Industrial FTZ Ogun Inactive
23 Imo Guangdong FTZ Imo Inactive
24 Kwara Free Zone Kwara Inactive
25 Koko Free Zone Delta Inactive
26 Oluyole FZ Oyo Inactive
27 Ibom Industrial FZ Akwa Ibom Inactive
28 Ogindingbe Gas Revolutin Industrial Park (GRIP) Delta Inactive
29 Ogogoro Industrial Park Lagos Inactive
30 Cetenary City Abuja Inactive
31 Ondo Industrial Park Ondo Inactive
32 Enugu Industrial Park Enugu Inactive
33 Tomato Industrial Park Lagos Inactive

Annex I: Free Trade Zones in Nigeria (NEPZA)
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Status
1 Onne Rivers State Operational and recognised by OGEFZA Act.
2 Warri Port Complex Delta State Not recognised by OGEFZA Act
3 Brass Oil & Gas City, Brass Island Bayelsa State Not recognised by OGEFZA Act
4 Ibaka Akwa Ibom State Not recognised by OGEFZA Act

No Form M required for importation into the Free Zone.
Fast-track cargo clearance procedures (pre-release on placement of bank bond).
Fast-track air freight cargo movement – international airports to free zones.
No time limit on cargo storage.
No custom duty applicable within the free zone.
No custom duty payable for goods exported from the free zone to other countries.
No custom duty payable on goods in transit from any part of entry in Nigeria to the Free Zone.
Goods may be stored indefinitely, sold, exhibited, broken-up, packed, graded, cleaned, marked, 
loaded, unloaded, reloaded, divided, mixed, separated or otherwise manipulated.
Goods may be worked, processed or reprocessed or otherwise manipulated or manufactured.
Goods may be consumed in the Free zone.
No import or export licenses required.

Annex II: Oil and Gas Free zones in Nigeria

1. Purchases made by approved enterprises from companies operating within the customs territory are 
excluded from VAT and withholding tax105

 
2. Sales made by approved enterprises to companies operating within the customs territory: the purchaser 

pays VAT but no withholding tax is paid106 

3. Purchases or sales made from customs territory by unapproved enterprises operating within the zones: 
Both VAT and withholding tax are applicable

4. Imported goods conveyed through other ports outside the zones but consigned to the zones are ex-
cluded from VAT and withholding tax provided they are escorted from the port to the FTZ by the cus-
toms service

5. All approved enterprises must submit tax return to FIRS despite any tax exemption

6. Approved enterprises having contract of supply or design with companies in the custom area: VAT and 
withholding tax are applicable107 

Annex III: Tax implication of specified transactions

Annex IV: Other incentives at SEZ

Cash flow benefits

Custom duties are paid only when goods are exported to customs territory.
Reduction in overall project costs.
A variety of investment opportunities.
Investor-oriented policies.
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