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INTRODUCTION

Law and development is an interdisciplinary study of law and economic and social
development.

The rule of law is usually thought of as a political or legal matter. However, in recent
times, the rule of law has become important in economics too.

A country's ability to accumulate physical and human capital, and the efficiency with

which it turns its capital and natural resources into goods and services, seems to be a key

factor.



INDICES OF THE RULE OF LAW

Indices of The Rule of Law



WHAT IS ECONOMIC DEVELOPMENT?

Economic Development is essentially improving the economic wellbeing of a
community, through efforts focused on investment attraction and job creation leading to
improvement in quality of life.

Economic development differs from economic growth. Whereas economic development
is a policy intervention endeavor with aims of economic and social well-being of people,

economic growth is a phenomenon of market productivity and rise in GDP.

HISTORY OF ECONOMIC DEVELOPMENT

Economic development originated in the post war period of reconstruction initiated by
the US.

From the 1940s to the 1960s the state played a large role in promoting industrialization in
developing countries, following the idea of modernization theory.

This period was followed by a brief period of basic needs development focusing on
human capital development and redistribution in the 1970s.

Neo-liberalism emerged in the 1980s pushing an agenda of free trade and Import
Substitution Industrialization (ISI), emphasizing comparative advantage. . More recently
post-development theory has emerged to challenge the ideas of western-based

development by



HISTORY OF ECONOMIC DEVELOPMENT IN NIGERIA

The Nigerian economy has had a truncated history.

In the period 1960-70, the Gross Domestic Product (GDP) recorded 3.1 per cent growth
annually.

During the oil boom era, roughly 1970-78, QDP grew positively by 6.2 per cent annually
- a remarkable growth.

However, in the 1980s, GDP had negative growth rates. In the period 1988-1997 which
constitutes the period of structural adjustment and economic liberalisation, the QDP
responded to economic adjustment policies and grew at a positive rate of 4.0.

In the years after independence, industry and manufacturing sectors had positive growth
rates except for the period 1980-1988 where industry and manufacturing grew negatively

by - 3.2 per cent and - 2.9 per cent respectively.

THE NIGERIAN ECONOMY IN THE 21ST CENTURY

The challenges confronting the Nigerian economy in the 21st Century are diverse and
enormous.

The unacceptable state of Nigeria's economy is galling given Nigeria's enormous most
endowments of natural and human resources.

Over the years the Nigerian economy has grown at an average of about 7 per cent, but it
has been paper growth without favourable impact on the level of unemployment which is

estimated to be about 29 percent of the working population.



THE RELATIONSHIP BETWEEN THE RULE OF LAW AND

ECONOMIC DEVELOPMENT

It has been argued that countries adhering to common law generally have the strongest
legal protection for investors, followed by countries adhering to civil law adopted from
the German and Scandinavian legal traditions.

Legal systems that provide strong legal protection for investors have permitted the
development of sophisticated financial markets, which enhances the economy's ability to
bear risk.

The under listed have been identified as the core causal mechanisms through which the

rule of law has been associated with economic growth.

» Security of property Enforcement of contract
» Checks on government; and

» Checks on corruption.

Security of property
It makes little sense to talk about security of property or the integrity of contract if the
economic agents engaging in these activities are themselves not secure.
Civil conflict not only destroys infrastructure, private property and life directly, but
diverts resources from the provision of public goods and productive private activity into
violence.
A growing concern is the effect of crime of various sorts on the course of economic

development.



Enforcement of Contract

The link from property rights to economic development runs through the incentive’s
individuals have to invest and trade when such rights are secure.

A number of studies have found that more robust property rights protection is associated
with better long-run economic performance.

There are also unwritten rules that allow economic agents to trust one another.

In fact, many contracts in the business world are implicit (and, hence, not enforceable)
rather than explicit. Yet, the contracting parties abide by these implied agreements

because reputation is valuable

Checks on Government

Legal scholars have also associated the rule of law with restraints on the state, including
through an independent judiciary.
The rule of law cannot be credible, and the purported gains from property rights and
enforcement of contract not fully realized, unless there are effective limits on executive
discretion..
I will like to conclude this sub-head with a quotation from page 8 of the November 5,
2012 Edition of the TELL Magazine on the attitude of the Government to the Rule of
Law:
"We are thus concerned, indeed alarmed, at the increasing the
breach of court orders and the lack of by the observance in
willingly entered into respect for agreements government. In the

past, the country has suffered from violated such as the much-



needed metro line project of agreement the Lateef Jakande
civilian government in Lagos State, Company revival project,
and many of the Ajaokuta Steel Public-Private Projects in the

energy and oil and gas sectors.’

Checks on Corruption

There are a number of plausible channels through which the violation of the norm of
procedural fairness through corruption can have an adverse effect on economic activity.
First, if individuals cannot be confident of equal treatment by the judicial system, then the
courts cease to be a dependable institution for dispute resolution. Parties are forced back
on the costly alternative of private enforcement, and investment and trade suffer
accordingly. .

Second, rent-seeking and corruption raise costs for producers and consumers by diverting
resources into the rent-seeking process.

Third and most importantly, corruption and rent-seeking introduce policy distortions that
constitute barriers to long- run growth: monopolies, restrictions protectionism,
misallocation of government spending, and private expropriation of assets through

managerial malfeasance.



THE NEGATIVE EFFECTS ASSOCIATED WITH WEAK RULE OF LAW

THAT CAN ADVERSELY IMPACT ECONOMIC DEVELOPMENT.

o There is often widespread corruption at all levels of government and among private
entrepreneurs themselves, which generates substantial additional costs for businesses and
can therefore become a serious financial burden;

o Business leaders must grapple with unpredictable or ever-changing laws and regulations
and may also find it particularly hard to develop their activity;

o Likewise, an ineffective or corrupt judicial system failing to rule fairly, objectively and in
a timely fashion on business disputes can directly jeopardize the viability of the private

sector.

MEANS OF ENSURING ECONOMIC DEVELOPMENT

THROUGH THE LAW

o Certainty of Regulations
e Conducive Operating Environment

o Certainty of Dispute Resolution

Certainty of Regulations

o Legal certainty is a principle in national and international law which holds that the law
must provide those subjects to it with the ability to regulate their conduct.

e Many agree that there is a place for, and a need for, effective regulations.



But when not crafted carefully, regulations can impose significant burdens, and
significant costs, on the regulated community.

The cumulative effect of multiple regulations can be to stifle economic growth and kill
jobs.

The Regulators should clarify what constitutes a breach of regulations especially new
ones.

Certainty of law being one of the indices of the rule of law, therefore, it would be
inappropriate for authorities to make laws that are prone to breach as a result of lack of

clarity

Certainty of Dispute Resolution.

The nature of the legal system is a key factor in assessing the country's investment
climate.

Foreign businesses as well as local investors are concerned about the legal environment
in which they will be operating. An investor is concerned about the security of the
investment and the possible effects or impact of disputes.

Any country serious about its reform process must strive to bring the law and practice
pertaining to same in line with international standards.

The availability of alternative means of dispute resolution other than litigation before an

investor country court encourages foreign direct investment.



Conducive Operating Environment

An environment conducive to the creation and growth or transformation of enterprises on
a sustainable basis is one that combines the legitimate quest for profit - one of the key
drivers of economic growth - with the need for development that respects human dignity,
environmental sustainability and decent work.

The International Labour Organisation supports governments, employers' and workers'
organizations to establish policies and regulations which contribute to an environment

conducive to the creation and growth of sustainable enterprises.

CONCLUSION

Business in the 21st century is a quintessentially global activity thus a globalized economy
calls for a "global rule of law". Mechanisms of the law must be put in place to ensure that
businesses, too, abide by the law and make a positive contribution to their communities,
especially when it comes to the enforcement of human rights standards.

The paper has also tried to highlight and underscore the danger that the cancer of
corruption, especially the hydra headed type of corruption that our nation faces, to the
attainment of a regime of true rule of law and the attendant negative consequences on the
economic wellbeing of the nation and her people. For Nigeria, if we can reduce corruption
by 70 percent, this country will become an economic Eldorado.

The issues discussed in this paper, | believe, suffice to demonstrate the importance of
strengthening the rule of law in order to build a more favourable business environment and,

ultimately, help our nation to prosper. As business continues to globalize, special attention



must also be paid to international business laws and regulations, as well as to the different

international business dispute resolution mechanisms that have recently emerged.
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