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Nigeria has a High risk rating of 5 

6 Very High It will happen. 

5 High This could very well occur in 

the short term. 

4 Very Possible There is a likelihood of this 

happening. 

3 Possible This has 50:50 chance of 

occurring. 

2 Low Little chance of occurring. 

1 Very Low Unlikely to occur. 

Country: Nigeria 

Population: 190,632,261 

Source: CIA World Factbook 
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Nigeria is the most populous country in Africa, with a vast majority of the population being 

under 25. The country presents dichotomies. The North and the South are deeply separated, 

reflecting the religious beliefs, respectively Islam and Christianity; social inequality is high with 

the wealth concentrated in the hands of few; this leaves the vast majority of the population 

living in conditions of poverty.   

The endless fight of corruption 

Politics has seen some interesting changes in the past few years. President Muhammadu 

Buhari, the first opposition candidate to win, was elected in 2015. His mandate will end in 

2019, however it is unsure if he will re-run due to health problems, although no public 

statement has confirmed that. Nigerians believe he will not leave power and he will be re-

elected for another mandate. A possible candidate in the scene could be Atiku Abubakar, 

previously vice president who recently joined the opposition People’s Democratic Party. A 

change is very unlikely. 

Corruption remains highly embedded in the country, although Buhari publicly committed to 

tackling it. There is evidence of illegal appropriation of defence spending by government 

officials, diverting the resources away from their allocated purpose, fighting Boko Haram. 

There is no sign of Nigeria becoming more transparent and less corrupted, even in the case 

of a change of ruler. 

Tribal disputes 

There are about three hundred ethnic groups populating Nigeria, but they are mainly 

grouped into three tribes: Hausa, inhabiting the North and mostly Muslims; Igbo, residing in 

the South-Eastern region and Christians; finally, Yoruba, composed of both Muslims and 

Christians and occupying the South-West. 

Ethnic identities deeply shape the political situation. The current president is from the Hausa 

tribe as well as most of his selected government officials. This raises concerns amongst the 

South-Eastern population that feels under represented. Tribal membership continues to play 

an important role in Nigerian culture influencing every aspect of life. 
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The country is experiencing some internal upheavals. Violent conflicts are ongoing between 

the northern herders and the central and southern farmers. Given the adverse climate 

conditions in the north the herders looked for alternative locations, disrupting the agriculture 

of the country. The annual death toll amounts to 2,500, even exceeding Boko Haram’s; despite 

that, the involvement of the government is null. 

These internal disorders represent a typical feature of Nigerian culture and it is very unlikely 

that they will come to an end in the near future. The reason behind the conflicts are tied to the 

resources available to the population, given the differences between the regions. 

Similarly, insurgencies regarding Biafra persist. Nnamdi Kanu came to be recognised as the 

face of the revolt. He is a British-Nigerian political activist and leading member of the separatist 

organisation. He was arrested in 2015 but as a result of multiple demonstrations in the South 

he has been recently released. This is heightening the current situation and increasing 

tensions in the area. 

The threat to the oil industry 

Another internal agitation is fuelled by the Niger Delta Avengers. They are a militant group 

attacking oil facilities in the southern region. Their aim is to create a Niger Delta state and their 

strategy is to target Nigeria’s economy, as it is heavily reliant on oil. The group has been 

active since March 2016, but violence had been persistent in the area since 2006 with 

another group, the MEND, protesting about poverty. 

The Avengers represent a threat to foreign investments. In fact, they target oil facilities, which 

are mostly owned by Westerners, negatively impacting on their profits. However, their main 

goal remains to gain the government’s attention and disrupting facilities comes as the perfect 

opportunity.  

Boko Haram’s reign of terror 

Another major problem affecting Nigeria is Boko Haram. The terrorist group is active in the 

northern region, where the Muslim population resides. They aspire to create an Islamic state 

in Nigeria, governed by Sharia law. Contrary to the Avengers, Boko Haram does not represent 

an impediment to foreign investment neither does it target foreigners in the region.  
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Boko Haram does not profit from oil, like ISIS, but instead on extortion from the population 

occupying the territory. Kidnap for ransom is a typical tactic utilised by the group to infer terror 

and obtain economic capital. In 2014 276 Chibok girls were kidnapped and held hostages; 

they were released/rescued at different times, the most recent being January 2018. Suicide 

bomb attacks are frequent and usually carried out by women; that is a distinctive trait of their 

modus operandi. Despite joint military operation that resized its area of influence, Boko Haram 

still represents a threat to the stability of the country.  

Given the intense and violent conflict in the northeast region hundreds of thousands have 

been internally displaced and are in need of aid and food. The government has not been able 

to deal with the ongoing humanitarian crisis and the UN deeply condemned that. Due to the 

UN intervention food security has improved but the situation is far from solved.  

Strictly connected to the crisis is modern slavery or human trafficking. Nigeria is a 

source country. Women and children are often trafficked and forced into labour or 

prostitution, instead of the promised better future in European countries. Edo state is the 

region mostly affected, with numbers of trafficked individuals reaching 10,000 in the past 

year. Libya has recently been under investigation as destination for the traffic and main hub 

of the slave trade.  

The economic dependency on oil and prospects after a year of recession 

Nigerian economy has been troubled. It is currently the second largest economy in Africa, 

after South Africa, and it is heavily reliant on the export of crude oil, ranked 6th exporter in the 

world. The economy suffered a recession in 2016 as a result of the sharp fall in the oil price 

as well as the sabotages to the oil installations by the Niger Delta Avengers, leading 

to dollar shortages and a depreciation as low as 460-480N/$1. For a country that is 

dependent on imports it is a serious issue.  

Throughout 2017 Nigerian economy exited the recession and a growth of 1-2% is 

expected this year. However, the country is still facing some problems with the fixed price 

of 145N at which oil is sold, being dramatically lower than the import price that Nigeria 

has to pay for petrol.  

Agriculture remains a valuable alternative to oil. 75% of the land is exploitable but only 40% 

is actually cultivated. Nigeria should focus more on diversifying its sources of income, 

especially in a time where reliance on oil can be unstable.  
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The tech industry: a valuable alternative 

There is evidence suggesting that the new generation is expanding on the tech industry. In 

fact, young people are trying to diversify the economy by keeping the pace with 

innovation; however, the resources available to them are poor and the government is 

not sufficiently supporting them with proper education and skills training. Investment in 

this industry are growing, especially in the form of start-ups. Lagos is the hub of the scene. 

Investing in Nigeria 

Although the economy is now growing foreign investors remain sceptical. Nigeria is 

highly attractive for its vast resources as well as the inexpensive workforce, but corruption, 

political instability and poor infrastructures hinder new opportunities.  

China, United States and the Netherlands are mainly investing in Nigeria. A consortium of 

Chinese banks has recently invested in the petroleum industry. Similarly, some 

French companies are planning to engage with the Nigerian economy.  

Following a year of negative growth, prospects for future investments are now 

encouraging. The opportunity has not yet attracted many investors, but that could function as 

an advantage in the market.  

Overall Nigeria suffers from internal instability, especially in the northern region due to Boko 

Haram’s presence as well as the clashes between herders and farmers. However, it does 

not seem to have negative repercussions on the economy of the country, which is 

slowly recovering from a hard 2016.  

The new year has increased the country’s FDI potential. Despite the persistent climate 

of corruption in the government, it has promoted economic liberalisation.  

Nigeria has not changed much in the last decades. The country remains heavily dependent 

on oil revenues and imports, with little or no diversification; corruption is highly embedded in 

the state’s culture; and the gap between rich and poor is widening even more.  
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Nigeria’s rating based on selected Grey Area Dynamics: 

- Corruption: 10

- Bureaucracy: 6

- Counterfeiting and theft: 5

- Cultural issues: 7

- Asset security: 6

- Extremism: 4



Political Risk Advisory Briefing: Nigeria 

________________________________________________________ 

APPENDIX 

GREY AREA DYNAMICS 

Over the years, KCS has made it their business to find workable solutions to impossible 

problems. To do this, KCS has sought to establish clearly the intelligence gap between 

perception and reality. 

In today’s market where terrorism, organised crime, cybercrime and government sponsored 

cyber espionage and war appear to confront us daily, we need reliable tools to identify the 

risks well in advance. It was for these reasons that KCS created and developed the analysis 

of risk by Grey Area Dynamics or GAD’s, as they are often referred. 

GAD’s are all the risks, weakness and threats that will, at one time or another, interfere, disrupt 

or at worst close down businesses. In the projects and work in which KCS have been involved 

in all over the world, it has been evident that the GAD’s identified, can and do kill. This method 

of risk assessment and measurement goes well beyond standard due diligence and is a 

collective description of factors, which can be passive and non-passive, legal and illegal. 

Because GAD’s are difficult to quantify or assess from a purely economic viewpoint, these 

considerations do not normally feature in most credit ratings, investment and banking reports, 

which focus only on sovereign risk. 

The main categories of Grey Area Dynamics usually encountered are: 

Passive/Legal 

 Language & Dialects

 Local Customs & Traditions

 Local Staff – motivation and training

 Tribalism and Integration

 Cultural & Local sentiment

 Regulations, Taxes and Duties

 Currency & Capital exposure – payment methods and banking practice

 Environmental Hazards

 Pressure Groups

 Media Relations
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Non-Passive/Legal 

 Industrial & Labour Relations

 Absence or effectiveness of Legal Safeguards

 Government Policy and Nationalisation

 Overt and disguised/beneficial ownership

 Bureaucracy and Local Government

 Public or Media hostility

Passive/Illegal 

 Bribery & Corruption

 Vested Interests and Cronyism

 Patronage

 Product diversion

 Parallel Trading

 Hidden Barriers to entry

Non-Passive/Illegal 

 Counterfeit & Fraud

 Pilferage

 Unfair Market Competition

 Product Piracy

 Ethics and Corporate Espionage

 Organised Crime

 Threats to physical assets

 Kidnap & Extortion

 Religious Extremism

 Terrorism

 Civil Unrest

 Product Contamination

For a risk assessment to be thorough, it must encompass the potential for a broad array of 

economic, political and business situations that might affect a business venture. Evaluations 

limited just to political issues or financial factors may be completely misleading. 
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The degree of severity of a risk portfolio will also depend on the origin of the investing entity; 

for example, European companies often face different risk profiles to American corporations 

considering the same investment opportunity. 

Grey Area Dynamics pose a challenge of diagnosis1. The key to avoiding problems before 

they occur, or solving them after they have begun to take a toll on performance, lies in their 

early identification and evaluation. Ignoring the impact of GAD’s can be a costly business. 

1 KCS Group Europe won the European Service Provider of the Year, 1999-2000 at the European 

Risk Management Awards Magazine International Risk Management for their work on GAD’s. In 2004, 

the company won an award for Product of the Year from StrategicRisk. 




