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• Nigeria emerged from recession in 2017 but real 
GDP growth remained tepid at 0.9%, underpinned by 
improved oil output and relatively buoyant performance 
in agriculture and industry, particularly the food and 
beverages sub-sector.

• The outlook for the medium term is positive with the 
economy projected to grow at 2.1% and 2.0% in 2018 and 
2019, respectively. This growth outlook reflects continued 
improvement in oil production and higher activity in 
the agriculture sector, retail, trade, and manufacturing, 
following the easing of foreign exchange supply 
constraints and recovery in banks’ private sector credit.

• Nigeria faces an acute shortage of infrastructure as 
well as big financing constraints. Therefore, innovative 
infrastructure financing should be explored to address 
the financing shortfall for infrastructure, which is 
estimated at about USD 3 trillion over the next 30 years. 

 
OVERVIEW

In 2017, Nigeria emerged from the previous year’s recession and 
the country has shown signs of continued recovery. Growth in 
real Gross Domestic Product (GDP) is estimated at 0.9% in 2017, 
up from -1.6% recorded the previous year (see Table 1). The 
outlook for the medium term is positive with growth projected 
to accelerate to 2.1% and 2.0% in 2018 and 2019, respectively. 
The positive growth outlook reflects continued strengthening of 
the recovery in oil output as production consolidates, supported 
by an increase in crude oil prices. Performance in the agriculture 

1. This Report was produced by Jacob Oduor, Audrey Verdier-Chouchane and Martin Wafula. The authors would like to thank Anthony Simpasa for useful comments 
on an earlier version. Comments should be addressed to j.oduor@afdb.org or a.chouchane@afdb.org. 

2. See http://nnpcgroup.com/NNPCBusiness/BusinessInformation/PerformanceData/MonthlyPerformanceData/tabid/617/FolderID/211/Default.aspx.

sector is also expected to continue to improve. Statistics from 
the Nigeria National Petroleum Corporation (NNPC) show that 
the average crude oil production increased to an average of 
about 2.1 million barrels per day (mbpd) in 2017 from 1.7 mbpd 
in 2016.2 Oil production is expected to stay broadly unchanged 
in 2018 and 2019 in tandem with OPEC’s output restrictions of 
1.8 mbpd. Oil production including condensates also improved 
following de-escalation of hostilities in the Niger Delta region. 

Fiscal policy remained expansionary in 2017 with the aim of 
propping up the economy out of recession and, protecting 
social gains. Public expenditure, including net lending, increased 
to 10.8% of GDP in 2017 from 9.5% of GDP in 2016. In contrast, 
the share of total revenues and grants to GDP increased mar-
ginally to 5.7% in 2017 from 5.6% in 2016. Consequently, the 
consolidated fiscal deficit (overall balance) widened to 5.1% of 
GDP in 2017 from 3.9% in 2016. The fiscal deficit is projected 
to narrow to 4.4% and 4.3% in 2018 and 2019, respectively. 
The narrowing of the fiscal balance follows improvement per-
formance in oil revenues which are expected to rise to 6.2% 
and 6.5% of GDP in 2018 and 2019, respectively. However, oil 
revenues remain susceptible to volatility in the price of crude oil.

The Central Bank of Nigeria (CBN) maintained a tight monetary 
policy stance throughout the year, utilizing both direct and indi-
rect instruments of liquidity management. The policy rate was 
kept elevated at 14% since July 2016 to contain a build-up of 
inflationary pressures cumulated from 2016 and to support the 
Naira. The potency of monetary tightening was, however, weak-
ened by supply-side constraints and the pass-through effect of 
exchange rate depreciation as the Naira adjusted to correct for 
previous market disequilibria. The year-on-year consumer price 
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index (CPI) is estimated to have increased to 16.5% in 2017 from 
15.7% recorded in 2016. Inflation is projected to ease in 2018 
and 2019 to 13.9% and 12.9%, respectively, buoyed by stability 
in the exchange rate and the easing of supply side constraints, 
particularly on food.

RECENT DEVELOPMENTS  
AND PROSPECTS 

The Nigerian economy recorded marked improvement in 2017 
with growth of 0.9%, up from - 1.6% in 2016. Real GDP growth 
was however slower than both the average growth for Africa 
and the West African region.

The improved performance was attributed to fiscal injections 
from the implementation of the Economic Recovery and Growth 
Plan (ERGP) 2017-2020 aimed at preserving social gains, as 
well as an increase in oil and gas production as relative calm 
returned to the restive Niger Delta, thereby ending disruptions 
to oil fields. Oil production increased from 1.80 million barrels 
per day (mbpd) in 2016 to 2.1 mbpd in 2017. Oil prices (bonny 
light) have also risen steadily from an average of USD 44.50 per 
barrel in 2016 to an average of USD 54.94 per barrel in 2017.3 
Economic growth is projected to accelerate to 2.1% and 2.0% 
in 2018 and 2019, respectively. The positive growth outlook is 
supported by expected stabilization in oil output around 2.0 mil-
lion barrels per day in 2018 and 2019. Oil prices are projected 
to rise further to USD 62 per barrel in 2018, but this buoyancy is 
subject to continued strengthening in the global economy, a key 
factor in driving aggregate demand.

On the demand side, private consumption picked up in 2017 
following a contraction the previous year and is expected to be 
one of the key drivers of growth in 2018 and 2019. Conversely, 

3. See page 25 of the CBN’s Economic Report Fourth Quarter 2017 at https://www.cbn.gov.ng/Out/2018/RSD/CBN%20ECONOMIC%20REPORT%20FOURTH%20
QUARTER%20%20%20%202017%20Published.pdf. 

performance in external trade remained subdued, a trend that 
began in 2015 following weakening in oil exports. As growth in 
oil exports rebound in 2018, the external balance is projected to 
recover to positive territory. Nigeria’s over-reliance on oil exports 
is a major policy concern and calls for urgent measures to diver-
sify the country’s export base. Measures to improve the busi-
ness environment and to expand production capacity adopted 
in the ERGP are therefore a welcome initiative.

From the supply side, the service sector accounts for about 
60% of real GDP in Nigeria, followed by industry at 23%. The 
agriculture sector accounts for a little more than 21%. In terms 
of growth however, agriculture contributed the most, expanding 
by 3.5% in 2017 while the services sector contracted by 0.7%. 
This was followed by industry sector, which grew by 2.7%, 
buoyed largely by the food and beverages sub-sector, which 
posted real growth of 2.3%.

The contribution of industry to GDP improved slightly to 22.6% 
in 2017 from a low of 18.5% recoded in 2016 following a sus-
tained period of de-industrialization since 2011 (see Table 2). 
The contribution of the mining and quarrying sub-sector on the 
other hand improved to stand at 9.2% of GDP in 2017, up from 
5.5% in 2016. The service sector decelerated in 2017 but con-
tinued to contribute the largest portion to GDP at 56.4% down 
from 60.4% in 2016. After lackluster growth performance the 
previous year the oil sector grew by nearly 5% in 2017 revers-
ing the losses incurred in 2016. This led to a slight increase 
in the share of real oil-GDP in overall real GDP to 8.7% from 
8.4% recorded in 2016. The share of the non-oil sector to GDP 
declined slightly to 90.7% in 2017 from 91.4% the previous year. 
The decline in the non-oil sector was largely due to weak perfor-
mance in trade, telecommunications and manufacturing, partic-
ularly oil refining, among other things.

TABLE 1. Macroeconomic indicators

 2016 2017(e) 2018(p) 2019(p)

Real GDP growth -1.6 0.9 2.1 2.0

Real GDP per capita growth -4.2 -1.8 -0.5 -0.5

CPI inflation (annual average) 15.7 16.5 13.9 12.9

Budget balance (% of GDP) -3.9 -5.1 -4.4 -4.3

Current account (% of GDP) 0.7 2.0 1.4 1.7

Source: Data from domestic authorities; estimates (e) and predictions (p) are based on the authors’ calculations.
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The depreciation in the Naira following lifting of the peg in 2016, 
coupled with supply constraints stoked a rise in inflation. In 2017 
CPI inflation stood at 16.5%, up from 15.7% recorded in 2016. 
The improved outlook in supply conditions and relative stability 
in the exchange rate should lead to deceleration in inflationary 
pressures. CPI inflation is, therefore, projected to ease to 13.9% 
in 2018 and further decline to 12.9% in 2019. In 2017, supply 
side constraints were manifested in, inter alia, a shortage of fuel 
that affected the transport sector and production shortages 
in the North, a major source of food in the country. Further-
more, restrictions imposed on accessing foreign exchange for 
the import of 41 listed items fuelled a rise in domestic prices, 
which was compounded by imported inflation arising from the 
pass-through effects of exchange rate depreciation. Although 
the exchange rate premium between the interbank and the 
Bureau de Change (BDC) foreign exchange market has more 
than halved since the Naira peg was removed, it is still high, 
signifying strong demand pressures against limited supply of 
foreign exchange in the interbank market. 

As the economy slid into recession, growth in GDP per capita was 
further depressed. The slow recovery in growth posted in 2017 
has been insufficient to reverse the slide. Although economic 
growth is projected to improve in the medium term, the high rate 
of population growth, estimated at 2.6%, is likely to offset these 
gains. As a result, growth in per capita GDP will remain low.

MACROECONOMIC POLICY

Fiscal policy 
Nigerian authorities maintained an expansionary fiscal policy 
stance in 2017, with a budget themed “Budget of Recovery and 
Growth.” A total of NGN 7 298.5 billion (about 7.7% of GDP) was 
appropriated for expenditure in the 2017 Budget compared to 
NGN 6 060.7 billion (about 6.3% of GDP) in 2016. Out of this, 
40.8% was allocated for recurrent expenditure while 28.2% was 
allocated for capital expenditure. A quarter of the budget was 
allocated for debt servicing and 5.7% was for statutory trans-
fers. However, budget execution was weak in 2017. By the third 

TABLE 2. GDP by sector (percentage of GDP)

2011 2013 2016 2017

Agriculture
of which fishing

22.3

0.5

21.0

0.5

21.2

0.5

21.1

0.5

Industry
Mining and quarrying 

of which oil

28.3

17.6

17.5

26.0

13.0

12.9

18.5

5.5

5.3

22.6

9.2

9.1

Manufacturing 7.2 9.0 8.8 8.8

Electricity, gas and water 0.5 0.7 0.7 0.7

Construction 3.0 3.3 3.5 3.8

Services
Wholesale and retail trade; repair of vehicles; household goods; restaurants and hotels

of which restaurants and hotels

49.4

16.8

0.4

53.0

17.9

0.8

60.4

21.3

0.9

56.4

19.8

0.9

Transport, storage and communication 11.4 11.7 12.8 10.5

Finance, real estate and business services 13.1 15.0 16.2 16.7

Public administration and defence 3.9 3.0 2.7 2.6

Other services * 4.1 5.3 7.3 6.8

Gross domestic product at basic prices / factor cost 100.0 100.0 100.0 100.0

* Other services include: Education, health and social work and other services. 

Source: AfDB Statistics Department.
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quarter of the year, only 45.3% of the budget had been exe-
cuted. The low rate of budget execution was blamed on late 
approval of the 2017 appropriation bill, less than projected oil 
revenues, and the persistently low level of non-oil revenues, 
which was exacerbated by the 2016 recession.

Due to continued weak revenue performance, the share of total 
revenues and grants to GDP remained virtually unchanged at 
5.7% in 2017 (see Table 3). The poor revenue performance was 
largely due to depressed oil revenues, which account for about 
three quarters of total revenues. Oil revenues declined to 2.5% 
of GDP in 2017 from 2.1% of GDP in 2016 (against 7.7% of GDP 
in 2014) due to lower oil prices. According to the Nigeria National 
Petroleum Corporation (NNPC) oil production was more than 
10% lower than estimated in the budget, mainly due to supply 

challenges as some facilities affected by crude oil theft, ille-
gal bunkering, and destruction of pipelines. Non-oil revenues 
remained depressed in 2017 due to continued weakness in the 
non-oil real sector and lower trade, which impacted all compo-
nents of non-oil revenues. Oil revenues are expected to improve, 
as prices have rebounded strongly. Consequently, total reve-
nue-to-GDP ratio is projected to be relatively higher at 6.2% and 
6.5% in 2018 and 2019, respectively. Despite weak revenue per-
formance, expenditure remained high at 10.8% of GDP in 2017 
up from 9.5% of GDP in 2016. This pushed up the fiscal deficit 
to 5.1% of GDP in 2017 from 3.9% recorded in 2016. The fiscal 
deficit is expected to improve slightly to 4.4% and 4.3% of GDP 
in 2018 and 2019 respectively (Table 3). Efforts by the author-
ities to increase tax revenues through efficiency improvements 
under the broader fiscal consolidation framework have yet to 

TABLE 3. Public finances (percentage of GDP)

2009 2014 2015 2016 2017(e) 2018(p) 2019(p)

Total revenue and grants
Tax revenue

Oil revenues

12

3.8

7.9

11.4

3.5

7.7

7.6

3.7

3.5

5.6

3

2.1

5.7

2.8

2.5

6.2

2.8

3

6.5

2.6

3.5

Total expenditure and net lending (a)
Current expenditure

Excluding interest

Wages and salaries

Interest 

Capital expenditure

19.1

12

11

2.9

1

7

13

10.1

9.3

2.1

0.8

2.8

11.1

8.9

8.3

2

0.6

2.2

9.5

7.6

7.1

1.8

0.6

1.8

10.8

8.8

6.9

1.7

1.1

2

10.6

8.4

6.7

1.5

1

2.2

10.9

8.8

6.6

1.5

0.9

2.1

Primary balance -6.1 -0.7 -2.9 -3.4 -4 -3.4 -3.5

Overall balance -7 -1.5 -3.5 -3.9 -5.1 -4.4 -4.3

(a) Only major items are reported.

Source: Data from domestic authorities; estimates (e) and predictions (p) are based on the authors’ calculations.

TABLE 4. Current account (percentage of GDP)

2009 2014 2015 2016 2017(e) 2018(p) 2019(p)

Trade balance
Export of goods (f.o.b)

Import of goods (f.o.b)

9.4

20.8

11.4

3.8

14.8

11

-1.3

9.5

10.8

-0.1

8.6

8.7

2

10.3

8.2

3.2

10.4

7.2

3.6

10.9

7.3

Services -6.1 -4.1 -3.4 -2 -2.1 -2.8 -2.6

Factor income -5.3 -3.4 -2.6 -2.1 -2.3 -2.8 -2.9

Current transfers 7.2 3.9 4.2 4.9 4.4 3.7 3.6

Current account balance 5.1 0.2 -3.2 0.7 2 1.4 1.7

Source: Data from domestic authorities; estimates (e) and predictions (p) are based on the authors’ calculations.
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gain traction. On the other hand, expenditure rationalization has 
been subordinated to expansionary fiscal policy aimed at stim-
ulating growth, which was weakened by the recession in 2016. 
Nigeria’s current account is estimated to have improved to 
2.0 percent of GDP in 2017 compared to 0.7 percent of GDP 
recorded in 2016 (see Table 4). This is attributed to an improve-
ment in the trade balance from a deficit of 0.1 percent of GDP 
in 2016 to a surplus of 2.0 percent in 2017. Improved export 
performance accompanied by declining imports contributed to 
the improvement in the trade balance. The current account as a 
percent of GDP is expected to remain in surplus of 1.4 percent 
and 1.7 percent in 2018 and 2019 respectively supported by 
improving oil production and prices. 

Monetary policy 
Monetary policy continued to be contractionary in 2017 and is 
expected to remain tight in 2018. The monetary policy rate has 
been maintained at 14% since July 2016 to reduce the impact 
of liquidity build up on inflationary pressures and the exchange 
rate. The cash reserve ratio was also kept higher at 22.5%, 
beginning in March 2016. Liquidity management was further 
complemented by open market operations through an aggres-
sive sale of CBN bills.

Foreign currency liquidity has improved following the increased 
in oil export receipts and introduction of a raft of administrative 
measures by the CBN since early 2017, including the removal of 
the “60/40” rule for prioritized forex allocations for manufactured 
goods.

4. Nigeria Bureau of Statistics 2017. 

Continued tightening of monetary policy in 2017 had the desired 
effect of slowing growth in key monetary aggregates. Growth in 
broad money supply contracted by 11.1% due to contraction of 
18.4% in other assets net. The net domestic credit and net credit 
to government contracted by 0.1% and 1.1% respectively during 
the same period. The decline in net domestic credit was driven 
by both decline in credit to government and to private sector.

In the foreign exchange market, the supply of foreign cur-
rency has relatively improved, bolstered by increased exports 
and resumption in foreign exchange inflows after a reversal 
observed during the recession. Although demand for foreign 
exchange remains strong, the relative improvement in supply 
helped stabilize the Naira in 2017, particularly from the second 
quarter as foreign exchange inflows picked up. This resulted in 
the narrowing of the foreign exchange rate premium between 
the interbank rate and the BDC to an average of 29.3% in 2017 
from a high of 49.4% recorded in 2016 when the CBN adopted 
a more flexible exchange rate system (see Figure 2). 

Economic co-operation, regional integration  
and trade 
Nigeria is one of the strongest members of the Economic Com-
munity of West African States (ECOWAS). The country performs 
well on average in ECOWAS as well as in Africa and its share 
of total trade in ECOWAS is 18% (based on 2016 data). Nige-
ria’s largest export destinations remain the United States and 
the European Union. China accounted for 18.7% of all imports, 
while imports from the U.S. and EU accounted for 8.0% and 
34.0% respectively in 2017.4 In 2016, Nigeria’s exports to Europe 

FIGURE 1: Foreign exchange rate premium (%)

Source: Central Bank of Nigeria. 
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were valued at USD 649 million under the EFTA arrangement.5 
Trade between Nigeria and the EU is expected to increase 
following the signing of EFTA agreement in December 2017 
between the Nigerian government and the European Union for 
trade cooperation. Nigeria was among the few countries that 
delayed their endorsement of the recently signed Africa Conti-
nental Free Trade Area (AfCFTA). The AfCFTA is expected boost 
intra Africa trade by 52% and contribute USD 22 billion for wel-
fare enhancement in Africa of which 16.1% will benefit the wel-
fare of Nigerian population.6 

Debt policy 
The 2017 Fiscal Framework projected borrowing of NGN 
2.32 trillion to finance the NGN 2.36 trillion budget deficit with 
domestic borrowing estimated at NGN 1.25 trillion. How-
ever, lower than projected revenues led to additional financing 
requirements beyond the projected borrowing needs. Conse-
quently, total public debt to GDP increased to 22.3% of GDP 
in 2017 from 19.6% in 2016 (see Figure 1). Domestic debt con-
stitutes the biggest portion of total debt at 77% compared to 
23% of external debt. External public debt as a percentage of 
GDP increased from 4.0% of GDP in 2016 to 7.0% of GDP in 
2017. Federal interest payments increased significantly and con-
sumed an increasingly large portion of federal revenues. Federal 
interest payments as a percentage of federal government reve-
nues increased from 61.7% in 2016 to 71.9% in 2017. Total debt 
is expected to increase further in 2018 and 2019 due to weak 
revenue performance and continued fiscal expansion, which 

5. Source EFTA website: http://www.efta.int/Free-Trade/news/EFTA-and-Federal-Republic-Nigeria-sign-Joint-Declaration-Cooperation-506551 

6. Trade for modernization, growth and job creation; Nigeria Annual Trade Report 2017. 

will draw the federal government toward debt accumulation to 
finance the resulting budget deficit.

ECONOMIC AND POLITICAL 
GOVERNANCE

Private sector 
The private sector in Nigeria continued to face a challenging 
business environment in 2017. Tight financing conditions and a 
widening fiscal imbalance raised interest rates, thereby crowd-
ing out the private sector from the domestic credit market. 
Growth in banks’ credit to the private sector (year-on-year) 
decreased by 3.3% reflecting the difficulty of securing credit. As 
credit to the private sector shrunk, private investment declined 
from 10.4% of GDP in 2016 to 10.0% of GDP in 2017. 

The projected recovery in the economy is expected to stim-
ulate banks’ lending to the private sector, resulting in a slight 
improvement in private investment to 10.5% and 10.6% of GDP 
in 2018 and 2019, respectively. Even though foreign exchange 
liquidity improved as a result of rising oil prices and introduc-
tion of reforms, including the new foreign exchange window 
and removal of the “40/60” rule for prioritized foreign exchange 
allocations for manufactured goods, continued existence of 
multiple exchange rates in Nigeria create opportunities for 
round-tripping and production costs to the private sector. Fur-
thermore, the private sector still faces foreign exchange restric-
tions on 40 categories of items which, even though was meant 

FIGURE 2: Total and external debt and debt service

Source: AfDB Statistics Department. 
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to encourage domestic investment in the affected items, have 
stifled investments in the affected industries.

The private sector is also faced with a high cost of doing busi-
ness due to burdensome institutional requirements and per-
ceived levels of corruption. The Corruption Perceptions Index 
ranks Nigeria at 148 out of 180 countries. Nigerian authorities 
are however making efforts to improve the business environ-
ment in the country. According to the World Bank Doing Busi-
ness report 2018, Nigeria is ranked 145 out of 190 countries, 
which is an improvement from 169 in the 2017 rankings. This 
was due to implementation of reforms aimed at improving the 
ease of doing business, including reforms to reduce non-per-
forming loans through the establishment of a credit registry, 
introduction of an electronic system for federal tax payments 
and reduction of trade documentation. 

Financial sector 
The 2016 recession significantly affected the health of the finan-
cial sector in Nigeria. Capital adequacy declined to 10.6% by 
the third quarter of 2017 down from 16% in the first quarter of 
2016. On the other hand, asset quality deteriorated to above 
15.1% by the end of 2017, up from 9.7% in the first quarter of 
2016. Improved economic activity and recovery in oil prices 
are expected to reduce the proportion of non-performing loans 
since the oil and gas sector accounts for 45% of the banks’ loan 
book. In general, due to the strengthening of quality of capital, 
the financial sector is broadly strong and able to absorb shocks 
buffeting the industry. The outlook for the financial sector is 
therefore positive in the medium-to-long-term. 

Public sector management, institutions  
and reforms 
The federal government of Nigeria has continued with reforms 
to enhance service delivery and improve people’s living stan-
dards. Among the reforms are the Voluntary Asset and Income 
Declaration Scheme (VAIDS) to enhance domestic resource 
mobilization and inculcate the culture of tax payment by the cit-
izens. The objective of VAIDS is to enable taxpayers to benefit 
from amnesty on overdue interests and penalties rather than 
face criminal charges as required by law.

According to the 2017 Ibrahim Index of African Governance, 
Nigeria is ranked 35th out of 54 countries with a score of 48.1 
out of 100. It is still lower than the African average (50.8) and the 
West African average (53.8) but Nigeria has recorded constant 
improvement in its overall governance over the last decade. 
Progress has particularly accelerated in the past five years, 
notably in “Participation and Human Rights”. 

7. DFID (2009) study based on IPCC climate change assumptions as cited in NEEDS report by the Federal Ministry of Environment. 

Natural resource management and environment
In January 2018 the House of Representatives passed the 
Petroleum Industry Governance Bill (PIGB), which provides 
for establishment of several regulatory commissions. The bill 
will open the petroleum sector to more and better business 
opportunities, enhance exploitation and exploration of petro-
leum resources, and optimise domestic gas supplies as well as 
encourage private investment in the petroleum industry. The bill 
will also protect environmental health and safety in the country.

Nigeria has shown its commitment toward climate change 
and adaptation by committing to reducing carbon emissions. 
About 70% of Nigerians rely on climate-sensitive activities such 
as rain-fed agriculture or fishing for their livelihood; the coun-
try is therefore vulnerable to climate shocks. If adaptation is not 
implemented, estimates show the impact of climate change 
could result in a loss of between 2-11% of GDP by 2020 and 
could reach as high as 30% of GDP by 2050. This can reverse 
the country’s development momentum and affect people’s wel-
fare.7 It is on this premise that the National Environmental Policy 
was enacted in February 2017, in line with the Paris Climate 
Change Accord to mitigate the effects. 

Political context 
Nigeria’s next elections are scheduled for 16th February 2019 
and preparations have started in earnest. The Electoral Com-
mission has embarked on voter registration and unofficial cam-
paigns have already started. Although the security situation has 
relatively improved, there are sporadic kidnappings and terrorist 
attacks, particularly in the North East region. For instance, the 
extremist group Boko Haram still has control over a small por-
tion of Nigerian territory. In 2017 alone, more than 300 civilians 
died in the group’s attacks and in February, it captured more 
than 100 girls, the majority of who have since been released. 
The eruption of conflicts between pastoralists and farmers in 
Benue and other middle belt states is also a source of concern 
for the authorities. These activities highlight the fragility of the 
country’s security situation. To achieve sustained peace and 
security especially in the oil rich Niger Delta region, the fed-
eral government should urgently implement the ‘New Vision for 
the Niger Delta’ which aims at addressing people’s grievances 
relating to revenue sharing from the oil rich states. The current 
improved security, increased oil production and oil prices, pro-
vide an opportunity for initiating dialogue towards sustained 
peace in the Niger Delta and other parts of the country.
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SOCIAL CONTEXT AND  
HUMAN DEVELOPMENT

Building human resources 
Despite being a middle-income country, Nigeria still faces a 
number of social challenges. The country falls under the low 
Human Development category in the Human Development Index 
(HDI), with an HDI of 0.527 and ranked 152 out of 188 countries 
in 2016. The health indicators show that under five-child mor-
tality declined from 213 per 1000 live births in 1990 to 104 per 
1000 live births in 2016 with ante natal care at 65.8% between 
2016 and 2017. These gains helped improve the life expectancy 
at birth to 54.9 years in 2015 from 49 years in 2008. However, 
regional disparities exist in access to ante natal care According 
to UNICEF statistics for 2017, 87.4% of women have access in 
urban areas while in the rural areas, the proportion is 56.8%, 
while only 33.6% of the poor have access to ante natal care.

The same report shows that Nigeria has significantly improved 
its education with the transition rate from primary to secondary 
pegged at 49% in 2016. However, gender disparities still exist, 
with the female transition rate of 47.4% against 50.4% for male. 
The literacy levels for youths between 15-24 years are 72.8% 
compared to persons over 65 years at 26.1%.8 A clear educa-
tional divide exists between the southern and northern states, 
with an average net attendance ratio in southern states of 75% 
and 53% in the north.9 Furthermore, a significant gap between 
primary and secondary school enrolment levels exists, with pri-
mary enrolment levels in 2013 at 94% compared to 56.18% in 
secondary schools.10 

Poverty reduction, social protection and labor 
Nigeria has made progress in poverty reduction. Successive 
federal governments have put in place policies that have helped 
reduce extreme poverty from 53.5% in 2009 to 46.8% in 2015. 
However, the contraction of the economy in 2016 led to an 
increase in poverty to an estimated 48.4%. While some states 
such as Osun and Imo have poverty (headcount) rates below 
40%, poverty headcount rates in other states, including Jigawa 
and Sokoto, could be as high as 90%. Unemployment has risen 
more rapidly since the start of the oil price decline in the last 
quarter of 2014 and the attendant economic recession of 2016, 
which led to hiving off of labor, disruption of basic services, and 
reduced purchasing power. The average unemployment rate 
rose from 6.5% in 2014Q4 to 14.% in 2016Q4. Unemployment is 
disproportionately higher for females than for males.

8. World data atlas and World Bank 2015.

9. MICS – NBS 2016-2017 data. 

10. UNESCO 2013. 

The government has initiated a number of programs to scale up 
social protection and alleviate poverty. These measures include 
the setting up of micro credit schemes to advance loans to one 
million market women, 460 000 artisans, and 200 000 agricul-
tural workers.

Gender equality 
The federal government has continued to empower women and 
other marginalized groups in the country, although historical fac-
tors still play a significant role on gender issues. Literacy levels 
vary by gender, with female rate pegged at 41.4% compared to 
66.4% for males. The national gender policy adopted in 2000 
has outlined several steps and ways to bridge the gender gap 
in the country and this has led to enhanced funding in educa-
tion to increase opportunities for women and children. However, 
more effort is required to achieve parity in governance and lead-
ership positions that can significantly elevate the participation of 
women in national development. While women make up 49% of 
the population, only four percent are law makers in the country 
and number of female parliamentarians is the lowest in sub-Sa-
haran Africa. Nigeria is also ranked 133rd in the world for female 
representation. Women own only 20% of formal enterprises and 
about 11.7% are members of board of directors.

To narrow gender gaps, the government has increased spend-
ing to sectors that are more beneficial to women and children. 
For instance, in education the budget increased from 10.6% in 
2011 to 19.5% in 2015 while in health it increased from 4.6% in 
2011 to 12.1% in 2015.

THEMATIC ANALYSIS: 
INFRASTRUCTURE FINANCING 

Overview of current infrastructure
Infrastructure development acts as a catalyst for socio-eco-
nomic development. Therefore, Nigeria’s relatively weak infra-
structural base, which is comparatively lower than other mid-
dle-income countries both in quality and service coverage, is a 
matter of concern for the country. 

The road density in Nigeria is about a fifth of that of India and it is 
not well developed to meet the national demands for improved 
welfare. The effect of the poor state of infrastructure is more seri-
ous in the energy sector where Nigeria’s per capita energy con-
sumption stands at 122.5 kWh per annum compared to 4 465 
kWh in South Africa. At the regional level, Nigeria lags Ghana, 
Côte d’Ivoire, and Senegal in electricity per capita consumption. 
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In Nigeria, about 101 million people do not have access to grid 
electricity and they rely on polluting light sources such as ker-
osene lamps. Access to electricity also reflects spatial dispari-
ties between rural and urban areas (35% of the rural population 
had access to electricity compared to 62% of the urban pop-
ulation in 2017) and across states. For instance, in 2010, rates 
of electrification ranged from 96% in the state of Lagos to 21% 
in the state of Taraba. The main reason for low access is inad-
equate energy generation and capacity as well as inefficiency 
in the distribution channels in the country, leading to recurrent 
power shortcuts. It is estimated that the energy sector and par-
ticularly electricity operates below 50% of its potential due to 
untapped productive sources. Water resources are not effec-
tively utilised generating electricity and other uses in Nigeria. 

Currently, water access stands at 80.8% in the urban areas and 
57.3% in rural areas. Nigeria also faces a housing deficit of 17 
million units. The main challenge is that the population growth 
rate does not match annual housing construction and the prob-
lem is exacerbated by poor road networks and planning across 
the country. To eliminate the housing deficit, there is need for 
substantial investment in the market, by both the public and 
private sectors. Internet penetration has been scaled up due 
to several efforts from the government and private sector and 
now stands at 46.1% of the population in 2016 against 3.5%  
in 2005.11 

Currently, extensive reforms are ongoing in the infrastructural 
sector to fill the gap, improve welfare, and accelerate develop-
ment. Importantly, the federal government has developed an 
ambitious 30-year National Integrated Infrastructure Master 
Plan (NIIMP) 2014-2044. The NIIMP, which provides financing 
estimates in different sectors, seeks to close the country’s infra-
structure gap to transform the economy.

Financing landscape 
For years, the federal government, national and sub-national 
institutions have been financing infrastructure development 
through annual budgets. This source of funding has represented 
between 50% and 60% while private sector funding is about 
40-45%. Other traditional funding has come from multilateral 
financial institution (less than 1%).12 In the capital market, a total 
of 40 state bonds have been issued between 1978 and 2014 
to finance infrastructure-related projects, especially high-risk 
power projects. Special trust funds have also helped in financ-
ing Nigeria’s infrastructure, including the Infrastructure Develop-
ment Fund which focused on urban infrastructure. Finally, the 
PPPs have been increasingly considered. The Infrastructure 

11. Internet Live Stats (www.InternetLiveStats.com). 

12. http://niqs.org.ng/wp-content/uploads/2017/07/PAPER-5-INFRA-FINANCING.pdf. 

Concession and Regulatory Commission was established in 
2005 to regulate PPPs in Nigeria.

Based on data from Infrastructure Financing Trends in Africa 
2015, public funding allocation to infrastructure amounted to 
a total of US$ 221 million. Sectoral share breakdown indicates 
that funding was mainly focused on transport (58%), water 
(29%) and energy (11%), where the severity of the infrastructure 
deficit is especially high.

The small public sector financing accruing to the ICT sector is 
because it is has received a fair amount of financing from the 
private sector. After Nigeria opened the ICT sector to private 
investment, about US$ 6 billion FDI flowed into the country over 
2012-2015, notably from South Africa and the United Arab Emir-
ates, and predominantly in mobile telephone and data sub-sec-
tor. The private sector has built ICT infrastructure across the 
country at a very fast pace. In Nigeria, the telecommunications 
industry is now one of the fastest growing in the world, repre-
senting 11.3% of GDP in the second quarter of 2017 against 
0.5% in 2001 (National Bureau of Statistics).

However, the infrastructure gap in other sectors is huge. In 
2014, the NIIMP estimated that Nigeria needs about USD 3 tril-
lion over the next 30 years to bridge the infrastructure gap. This 
represents an annual spending of USD 100 billion but given the 
decline in oil receipts, the capital spending during the first five 
years of the NIIMP were far below the objective, with an aver-
age of about USD 25 billion per annum. Alternative methods 
for financing infrastructure should be devised. It is clear that 
traditional fund providers at different levels of government do 
not have the required resources. External funding sources are 
therefore inevitable over the long-term.

Challenges 
Nigeria needs significant financial resources to address its infra-
structural deficits at a time the economy is fiscally challenged. 
However, funding is not the only problem. The three main chal-
lenges to investment in infrastructure are: (i) tariffs and regula-
tions, (ii) lack of capacity and (iii) the investment climate.

Tariffs and regulations. For investors to get adequate returns, 
there is need to create policy incentives and transition to cost 
reflective tariff structures, notably in the power sector where 
caps on tariffs are a disincentive to private sector investment. 
This partly explains why the progress of the PPP model has 
been slow in Nigeria. Despite some successful PPPs such as 
the Abuja light rail project, the Lekki deep Seaport or the Trade  
 



102018 African Economic Outlook Country Note 

 
Nigeria

Zone port facility in Rivers State, the number of PPPs is still 
very low. Furthermore, in contract bidding, preference has been 
given to pay-to-build contracts while a pay-for-service model 
would have included long-term services and maintenance. In 
the power sector, the federal government has taken steps and 
adopted a 5-year Power Sector Reform Programme (PSRP), 
which aims at improving the financial viability of sector opera-
tors, expanding power infrastructure, increasing power supply, 
strengthening governance and contract enforcement, and 
de-risking the sector to attract private investment. To ensure 
success, implementation of the PSRP has been pitched at the 
highest level of government under overall guidance of the Vice 
President of the federal government.

Lack of capacity. The long-term nature of infrastructure proj-
ects requires technical expertise to clearly identify the risks, their 
allocation, possible mitigation and management, including the 
exchange rate risk when the project is denominated in foreign 
currency. This is particularly important when the private sector is 
involved and expects high returns. However, the lack of capacity 
at the implementing agencies, in the banking sector and lack 
of a skilled labor force are serious impediments to undertake 
robust project planning and due diligence. For instance, Project 
Finance which has been considered as an innovative model for 
the development of public infrastructure and private project exe-
cution, faces serious capacity constraints in local banks in Nige-
ria. Either they are not able to fund large infrastructure projects 
or they charge very high interest rates to cover the substantial 
political and economic risks.

Business climate. A poor business environment and uncer-
tainty have been considered a serious obstacle to attracting 
investors in the infrastructure sector with a long-term horizon. 
In turn, a poor business climate has been related to weak infra-
structure, the main reason for low sector productivity, little 
returns on investment and consequently poor tax collection by 
the government. Despite the current political will to create an 
enabling environment to address the problem of institutional 
weaknesses, these issues still present challenges.

Innovative solutions and policy 
recommendations
To fill the infrastructure gap, the government and development 
partners have come up with several initiatives. The Light Africa 
project launched in 2015 is meant to increase access to better, 
cleaner, and safer off grid lighting and energy products for 
rural and urban areas. Several reforms have been undertaken 
with the aim of filling and accelerating infrastructural develop-
ment for inclusive growth. For instance, under the PSRP, power 
supply has increased in the country with 5 100 MW delivered 
in December 2017, a record according to the Advisory Power 

Team of the Vice President. Other reforms have included struc-
tural changes at various state agencies by appointing new 
competent directors through a transparent process in order to 
enhance efficiency and service delivery. In 2017, the government 
also approved a government guarantee finance scheme to help 
the Nigeria Bulk Electricity Trader (NBET) to raise funds and 
ensure payment of government bills to enhance confidence and 
investment inflows. Finally, one of the three key objectives of the 
ERGP 2017-2020 is to create a globally competitive economy 
by investing in infrastructure through project financing initiatives, 
infrastructure and diaspora bonds, and value capture financing. 
To achieve its governance objective, there has been a change in 
priority funding by the federal government with increased allo-
cation for infrastructural investment. 

As a result, over 766 kilometers of roads were constructed or 
rehabilitated across the country in 2017. In addition, to accel-
erate its infrastructural agenda in 2017 the government finished 
collecting data on 7 000 kms of road to be funded by the World 
Bank. To enhance rail transportation in the country, the federal 
government and some states have rolled out plans to construct 
standard gauge railways (SGR). For instance, the 186.5 km 
Abuja-Kaduna railway link constructed with funding by China’s 
EXIM bank and the federal government takes only 2.5 hours 
at a speed of 200 km/hour. The federal government has also 
purchased 2 locomotives and 10 standard gauge coaches to 
shorten the time taken to travel between major towns in the 
country. The Lagos-Ibadan standard gauge rail line is set to be 
completed in 2018, partly funded by the private sector. 

With the formation of the Transmission Company of Nigeria in 
2015 and the Niger Delta Power Holding Company (NDPHC) 
there has been an addition of 1950 MVA of 132-33 kV trans-
former capacity to 42 substations in the country and the trans-
mission distribution can currently handle 7000 megawatts (MW). 
Recent efforts also include innovative funding arrangements 
such as the sovereign green bonds and sukuks. The federal 
government launched a NGN 20 billion sovereign green bond in 
2017 as a source of financing renewable energy projects. This 
will help deepen energy and increase consumption levels espe-
cially in rural areas of the country. In 2013, Osun State govern-
ment also issued the first state sukuk in line with Islamic finance 
in Nigeria. The NGN 14.4 billion bond was raised to finance con-
struction of roads and schools across the state. 

However, there is a need to improve internal revenue mobiliza-
tion, including efficient tax collection. For instance, institutional 
investors such as life insurance companies could invest in infra-
structural development since annuity is a long-term fund. As of 
July 2017, pension assets amounted to NGN 6.5 trillion. This 
is a large asset pool which the Government could tap through 
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floating of infrastructure bonds, but it would require the review of 
the regulatory and institutional framework of the pension funds. 
For infrastructure, the regulations limit to 20% the value of the 
pension fund assets that can be invested. The federal govern-
ment should liaise with the states to raise municipal and green 
bonds, enhance public private partnerships (PPP), and efficient 
use of project finance. The government should also facilitate 
identification of infrastructure delivery risks and efficiently allo-
cate them to mitigate financial loss. The PPPs can follow several 
models like the Build-Operate-Transfer and service contracts. 
The federal government should also improve the policy and 
legal environment to instil investor confidence that their invest-
ments can be recouped without risk of asset erosion. Improving 
the investment climate and clearing constraints facing investors’ 
entry into the economy will have a direct and immediate impact.


