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V. Nigeria Streamlined Country Diagnostic

I. Introduction

1. This Streamlined Country Diagnostic (SCD) assesses the key constraints and priorities for
ending extreme poverty and boosting shared prosperity in a sustainable way in Nigeria. It updates
the previous SCD (June 2019), drawing on core diagnostics,'? by re-examining the key constraints that
Nigeria faces to achieve inclusive growth and job creation. Identifying the priority areas to accelerate
Nigeria’s development progress is urgent given the scale of its development challenge, against the
backdrop of rising poverty, insecurity, and climate-change related risks. Nigeria’s turnaround would
have regional and global ramifications in an aging world, as it will be the 3™ most populous and most
youthful country globally by 2050, with over 400 million people, 180 million of which would be youth.

2. Nigeria has Africa's largest population and one of its biggest economies. Yet, its economic
growth has not kept pace with population growth. Over the past 30 years, the country has not seized
opportunities to efficiently use its large natural resource endowment (especially oil and gas) to build
the human capital foundations of its economy, advance structural transformation, economic
diversification, and job creation, and address stark inequalities and regional disparities. Economic
growth has fallen behind peers and development progress has stalled. The country has experienced
multiple large-scale shocks with increasing frequency and intensity: the COVID-19 pandemic, climate
change, severe food insecurity, inflation, and violent conflict. As of 2024, per capita income was about
12 percent lower than its peak in 2014, and the number of Nigerians living below the national poverty
line rose from about 69 million in 2010 to 139 million in 2025." Thirty-three percent of its population
is ultra-poor (food insecure by age-weighted caloric intake), 61 percent is below the poverty line, and
79 percent is near poor (below the poverty line or vulnerable to falling back into poverty).

3. Nigeria is an outlier among middle-income countries on human capital outcomes. Nigeria is
experiencing a delayed demographic transition, with high fertility rates (5.2) and a dependency ratio
that has declined only slowly (from 95 percent in 1990 to 85 percent in 2020). By 2050, young people
under the age of 15 will make up one-third of the population, and the dependency ratio will decline to
55 percent, which means that the share of working age population to dependents (children and elderly)
is steadily increasing, offering a window of opportunity to boost productivity and growth. Also,
Nigeria’s Human Capital Index Plus (HCI+) shows that eliminating childhood stunting could raise
wages by 13 percent and reducing the share of youth not in employment, education or training could
increase wages by up to 15 percent. Over half of Nigeria’s gap in early childhood human capital is
driven by child survival, followed by stunting, and pre-primary education, while two-thirds of the gap
in school-age human capital is driven by learning outcomes, calling for an integrated focus on children.

4. Development challenges vary significantly across the country. There are pronounced regional
disparities in development challenges and inequalities. GDP per capita in the richer Southern states of
Lagos and Ogun is three to four times higher than in some of the poorer Northern states of Borno,
Zamfara, and Jigawa. There is a sharp north-south and rural-urban divide in poverty, with almost 3 in

12 Country Economic Memorandum (2022); Public Finance Review (2022); Country Private Sector Diagnostic (2025);
Risk & Resilience Assessment (2025); Country Climate and Development Report (2025), and biannual Nigeria
Development Updates (latest: October 2025).
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II.

4 poor Nigerians living in the North, contributing to severe inequalities in human capital development.
The prevalence of conflict and violence also varies widely. In the period 2014 to 2025, Ekiti state
(Southwest) and Jigawa state (Northwest) experienced relatively few conflict incidents: 113 conflict-
related fatalities in Ekiti and 131 in Jigawa. Jigawa’s case is particularly remarkable when contrasted
to Zamfara state (also in the Northwest), which experienced 9,644 fatalities during the same period.

5. Nigeria’s economy has yet to advance structural transformation, diversify away from oil, and
shift to job-creating growth. Although the oil and gas sector accounts for only about 4 percent of
GDP, it typically represents more than 80 percent of total exports. While some progress has been made
on increasing public revenue in recent years, overall government revenues remain among the lowest in
the world—at around 8.4 percent of GDP in 2024. Although Nigeria became relatively less dependent
on oil, fluctuations in global oil prices inject volatility into the balance of payments and fiscal position,
complicating macroeconomic management. The result has been continual boom and bust cycles which
have been inimical to long-term investments and to making development progress. Large oil rents have
also distorted the economy, stifling investment in other sectors and entrenching a high level of
corruption and rent-seeking in both the public and private sector.

6. Nigeria’s unique federal structure has supported political stability but has not delivered on
security or inclusive growth. Oil rents and deep-seated regional and ethnic divisions have shaped
Nigeria’s federal architecture, characterized by fiscal federalism, revenue mobilization and allocation,
the “federal character” principle,'* and political zoning. While Nigeria’s federal system has been
successful in holding together a politically fractious union, it has hindered the development of an
effective system of fiscal decentralization that can promote policy alignment and equitable
development. Instead, the revenue sharing regime operates mostly as a mechanism to balance political
tensions, including by providing oil producing states with a percentage off the top (13 percent
derivation).'® Heavy reliance on federation revenues has limited state incentives to build institutional
capacity to raise internally generated revenues and spend efficiently to deliver the basic services they
are mandated to provide. The relative powers of the three tiers of government (federal, state, local) are
a source of ongoing contestation.'® This has the effect of fragmenting responsibility for financing and
managing core services including primary healthcare and basic education.

Stock-taking of economic developments since the 2019 SCD

7. Until 2023, Nigeria’s growth over the past decade has been weak, driven by structural
rigidities, policy missteps, and repeated external shocks. Recessions in 2016 and 2020 were
triggered by oil price crashes, and a series of shocks—rising insecurity, the COVID-19 pandemic,
global commodity disruptions, tighter global financing conditions, and the 2022 floods—exposed
macroeconomic fragility and the absence of countercyclical policy buffers. A costly, regressive, and
opaque fuel subsidy coupled with an implicit FX subsidy absorbed 5.2 percent of GDP in 2022. The
Central Bank’s use of multiple exchange rates, large quasi-fiscal operations, and monetized deficits

14 The "federal character" principle is enshrined in the constitution and implemented through policies on equitable
distribution of appointments and government resources among Nigeria’s diverse ethnic, religious, and regional
groups.

15 Under the current revenue sharing formula, states and local governments combined are entitled to nearly half of the
mineral revenues, corporate taxes and customs, and 85 percent of VAT revenues.

16 Recent manifestations are a 2024 supreme court ruling on the political and financial autonomy of local government
councils, the establishment and financing of regional development commissions, and the creation of a new Federal
Ministry of Regional Development.
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distorted the economy, weakened policy credibility, and restricted FX access. These pressures
contributed to a widening parallel market premium and inflation rising to 24 percent by mid-2023.

8.  The effect of years of low growth and high and rising inflation on poverty and hardship
levels has been stark. Since 2019, the share of Nigerians living below the national poverty line is
estimated to have risen sharply from about 40 percent to an estimated 61 percent in 2025. Combined
with population growth, this means that 139 million Nigerians are living in poverty. This stark increase
partly reflects Nigeria’s weak recent growth record. Real GDP per capita has not recovered its level
prior to the oil price-induced recession in 2016. The COVID-19 pandemic compounded this drop in
economic activity. Moreover, growth is failing to outpace inflation: large increases in prices across
almost all goods have diminished purchasing power.

9. A new administration took office in May 2023 and promptly initiated foundational reforms
to stabilize the economy and restore investor confidence. It began by removing the gasoline subsidy,
resulting in a very sharp rise in domestic fuel prices, and in June 2023 unified the multiple official
exchange rates into a single market-reflective rate. Following the appointment of new Central Bank
leadership in September 2023, monetary and exchange rate reforms advanced further through the
removal of FX restrictions on a range of imports and tighter monetary policy. By February 2024, the
FX premium—previously around 60 percent—had been eliminated. The Central Bank ceased deficit
monetization and quasi-fiscal credit interventions, restoring its focus on price stability. In September
2024, additional measures were taken to eliminate the implicit fuel subsidy that had resurfaced due to
exchange rate depreciation, marking continued commitment to fiscal discipline. In July 2025, the
authorities introduced new tax reforms aimed at simplifying the tax regime and boosting revenues.

10. Nigeria’s macroeconomic reforms have begun to yield signs of stabilization. Growth rose from
3.5 percent in the first half of 2024 to 3.9 percent in the same period of 2025. Foreign reserves increased
to over $42bn by end-September 2025, while the fiscal deficit narrowed from an average of 4 percent
of GDP in 2021-2023 to 2.5 percent in 20242025, driven by stronger revenues. The exchange rate
also stabilized. Together, these reforms helped avert an economic crisis. They have been welcomed by
investors and analysts; for example, in April 2025, Fitch upgraded Nigeria’s long-term foreign currency
issuer default rating to 'B' with a stable outlook, citing improved policy credibility and reform
momentum. Despite these positive developments, challenges persist. High inflation, though declining,
continues to erode real incomes, particularly for the poor. Social protection efforts to support the most
vulnerable have been slow and uneven in their rollout. Institutional weaknesses, including limited
policy coordination and weak budget transparency, remain significant hurdles. While the risk of policy
reversal is high, sustained commitment to current reforms, complemented by deeper structural
measures, could significantly improve Nigeria’s medium-term economic outlook.

11. Complementary reforms are needed to accelerate growth and job creation by spending better
to tackle Nigeria’s development needs and positioning the public sector as an enabler for the
private sector to invest and innovate. The private sector has the potential to create more and better
jobs for Nigeria’s rising population, mitigate economic vulnerability by diversifying exports, and
reduce inequality and instability by driving economic activity in lagging regions. However, private
investment has historically been constrained by a weak and volatile macroeconomic environment,
unpredictable policies, weak institutions, governance, huge infrastructure gaps, especially in transport
and energy, lack of adequate skilled labor, and climate change and insecurity. Past volatility and
economic missteps, and weaknesses in governance and institutions, make it difficult to establish the
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policy credibility and certainty that is needed to sustain robust private investment. Addressing major
infrastructure gaps, such as in electricity, transportation and digital connectivity, is key, as these are
consistently cited by firms as major constraints. Market openness is also critical as high tariffs, import
bans, delays at ports and in inter-state movement of cargo, have increased prices for Nigerians and
reduced access for Nigerian firms to imported intermediate products, and limited their options to plug
into global value chains. Improving access to finance is essential for new and existing firms to grow
and improve productivity.

12. Persistent conflict and violence have undermined Nigeria’s development outcomes, yet the
political system has demonstrated a degree of resilience, managing to absorb repeated shocks. In
the period of 2019 to September 2025, ACLED recorded 62,886 fatalities in Nigeria due to violence,
riots and protests. Violence today is less concentrated in the Niger Delta and the Northeast, and spread
more widely across the country. There are more fatalities associated with banditry, kidnapping and
extortion than jihadist violence in the Northeast. This is a different picture than during 2009 to 2016
when Boko Haram was associated with over 20,000 fatalities. More than 3,000 abduction events have
occurred since 2019, representing a 12-fold increase compared to the 2011-2016 period. Entrenched
interests in illicit economies and chronic insecurity have disrupted traditional livelihoods, particularly
in agriculture. The state’s failure to effectively deploy the military, police, and security institutions has
deepened public mistrust and undermined institutional legitimacy. The result is a vicious cycle marked
by deteriorating security, social exclusion, unequal opportunities, and eroding trust in public
institutions.

13. Nigeria’s development path is linked to and impacted by climate change. Climate risks in
Nigeria primarily stem from rising temperatures and shifting precipitation patterns, with vulnerabilities
varying by region. Nigeria’s coastal states face extensive risks from storm surge along the entire coast,
inland flooding and wildfires affect the Niger Delta region, and negative rainfall anomalies impact the
southeast. The northern areas of the country face chronic aridity and riverine flooding. The middle
areas of the country are at risk of high exposure from aridity, which is compounded by high levels of
tension between farmers and pastoralists concerning land rights, as well as water access. The future
climate is inherently uncertain. The modeling undertaken as part of the Country Climate Development
Report projects further increases in the average wetting and average national temperatures over the next
few years, though with significant spatial variation. In addition, floods, erosion, drought, deforestation
and desertification are degrading the environment, particularly in semi-arid regions. As a result,
Nigeria’s renewable natural capital wealth per capita decreased by 46 percent between 1995 and 2020,
despite the total wealth per capita increasing by 18 percent in the same period.

III. Development priorities

14. The Kkey constraints facing Nigeria identified by the previous SCD remain relevant, with some
rising in relative importance due to developments through 2025. The previous SCD identified key
constraints grouped within the categories of: sound macrofiscal framework; strong governance and
institutions; productive people; dynamic enterprises; and sustainable assets. Addressing constraints in
each of these areas remains relevant and urgent, especially against the backdrop of Nigeria’s
burgeoning population, which has increased by over 30 million people since the 2019 SCD.!” This

17 United Nations, Department of Economic and Social Affairs, Population Division (2024). World Population
Prospects 2024, Online Edition.
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section refreshes the development priorities, prioritizing 10 out of the 15 WBG Outcome Areas,'® many
of which are inter-twined. For instance, human capital challenges are interrelated and cross-sectoral in
nature and also affected by broader challenges of service delivery in Nigeria.

15. More and better jobs. Unlocking economic opportunities to create more and better jobs is the
most important development priority for Nigeria. 1 in 4 youth are not in employment, education or
training. There are 63 million youth aged 15-29 in Nigeria, with 10 percent university (college)
educated, 60 percent post-primary educated, and 30 percent dropouts and youth at risk. Most working-
age Nigerians are trapped in low-productivity, low-earning work, underemployed (less than 30 hours a
week) and lacking market-relevant skills. Over 92 percent of employed youth are in the informal sector,
without contracts or benefits. Inadequate opportunities for education and employment have led to
migration (“Japa”) of skilled and unskilled youth. On the labor supply side, challenges include poor
skills acquisition, lack of relevant skills training opportunities, poor linkages to labor markets, and
diffuse institutional arrangements with overlapping mandates. On the labor demand side, the economy
has not been growing and transforming sufficiently to generate enough jobs. The scale of the jobs
challenge is enormous. About half of Nigerians are 18 or younger, and the population is increasing by
almost five million people every year. In the next ten years, almost 60 million young Nigerians will
become of working age, with 180 million in the workforce by 2050. With the global pace of
technological change and the prospect of artificial intelligence diffusion in the next 5 to 10 years,
economies such as Nigeria that are less well prepared could be left behind, with potential negative
effects on low-skilled labor, exacerbating the digital divide. The pace of economic growth needs to
increase, and its composition needs to shift to become more job-creating and pro-poor. Creating
productive private sector jobs and investing in skill-building is essential for lifting Nigerians out of
poverty.

16. More Private Investment. Nigeria continues to face challenges in attracting long-term productive
capital. Structural challenges impacting the business environment persistently hinder long-term foreign
investments, either through equity or debt, with FDI remaining extremely low at just 0.6 percent of
GDP in 2024. Access to finance to the private sector is low and hinders investment. In 2024, domestic
private sector credit to GDP stood at 21.3 percent,’ well below emerging market peers such as Kenya
(31.6 percent), Philippines (49.8 percent), South Africa (90.5 percent), and the average of the sub-
Saharan Africa region (33 percent, excluding high income countries). Lower middle-income economies
average 47 percent, highlighting Nigeria’s lag in credit penetration.* MSME financing is particularly
scarce. Less than 5 percent of MSMESs have access to formal credit (compared to 20-50 percent in peer
countries), and they receive only 1 percent of banking sector loans. And women-owned MSMEs fare
even worse.'"” Nigeria’s import bans and high tariffs raise costs for domestic firms and undermine
export diversification. Tariffs on raw materials (8.4 percent), intermediate inputs (11.6 percent), and
capital goods (8.7 percent)—well above Kenya (3.2, 4.8, and 5.1 percent) and South Africa (1.6, 2.1,
and 2.0 percent)—raise firms’ input costs by about 6.2 percent. There is a need to reorient the public
sector as an enabler for the private sector to invest, innovate, and grow the economy. Improving the

18 Qutcome areas not selected as priorities include: Green and blue planet and resilient populations; Inclusive and
Equitable Water and Sanitation Services; Digital Services; Gender Equality; and Better Lives for People in Fragility,
Conflict and Violence.

1935 percent of women in Nigeria have a financial account, compared to 55 percent of men. More than half (56
percent) of female entrepreneurs report being rejected in their most recent loan applications, compared to 17 percent
of men, despite having a 2.5 times lower loan default rate than men. World Bank Global Findex Report 2021; Nigeria
World Bank Gender portal.
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business environment economy-wide as well as for competitive sectors (e.g. agribusiness, renewable
energy, digital and creative economy), increasing access to finance, improving access to markets,
creating a more level playing field for existing firms and new entrants, and fostering FDI as a source
of investment and innovation, remain urgent priorities.

17. Macroeconomic and Fiscal Management. Progress in this area has been made with the
macroeconomic and fiscal reforms since 2023, yet—as noted above—revenues remain extremely low
and insufficient to finance the large development needs. It is critical that Nigeria sustains the new policy
mix and makes further progress towards redirecting oil revenues to address the enormous human capital
and infrastructure gaps. The lack of transparency on oil revenues remains a concern, and more non-oil
revenues also need to be mobilized to enable a sustainable increase in public spending. Improving
public financial management, including budgeting and implementation, fiscal reporting, and cash and
liability management, remains essential to strengthen efficiency and accountability and to ensure fiscal
policy is based on timely and reliable data. Nigeria has a complex fiscal architecture, with states playing
an essential role in delivering public services, warranting a significant focus on strengthening fiscal
management not only at the Federal Government level, but also at State and Local Government levels.
Based on past support, both at the Federal and subnational levels,?’ priority reforms and financial
incentives should focus on: (i) increasing transparency in oil revenues and boosting non-oil revenues
through improved tax administration, reduced inefficient tax expenditures, and stronger tax policy; (ii)
enhancing public financial management, budgeting procedures, and spending efficiency across all tiers
of government to maximize the developmental impact of public spending; and (iii) strengthening debt
management to mitigate fiscal risks. Health and education are the main priorities for spending more
and spending better. Their share of total state spending declined from 19.3 percent in 2023 to 17.9
percent in 2024. This means that states, which hold more than two-thirds of total public revenues net
of interest payments, spent only 0.7 percent of GDP on health and education. Spending efficiency
within education and health also has significant room for improvement. Nigeria’s education efficiency
score was (.28, suggesting that a fully efficient country could spend 72 percent less to deliver the same
expected years of schooling. In health, the efficiency score was even lower at 0.20, indicating that an
efficient comparator could spend 80 percent less and still achieve Nigeria’s infant survival rate.

18. Protection for the Poorest. Even accelerated economic growth and employment will not be
enough to lift people out of poverty. Nigeria needs productive jobs, but these are likely to remain scarce
for the foreseeable future. Currently, only about 14 percent of employed Nigerians have a regular wage
job. In Nigeria, as in many countries, high employment and high poverty coexist. In-work poverty is
common as many jobs do not generate earnings that are high enough to escape poverty. Low incomes
are symptomatic of low productivity jobs. Nigeria’s labor market is changing—with employment
shifting from agriculture to services—but these changes are not increasing overall productivity and
living standards, because many of the new service-sector jobs are in low-productivity sub-sectors like
retail and wholesale trade. Addressing the urgent need for more wage jobs depends on establishing the
conditions for private sector-led growth. There is also a need for a shock-responsive social protection
system, yet currently expenditures in social safety nets are low at below 0.14 percent of GDP, and rely
heavily on external financing. This must be complemented by other long-run efforts to reduce poverty,

20 Financial incentives to states between 2018 and 2021 (a period of sharp fiscal constraint) significantly improved
transparency of basic fiscal data (budgets, audited financial statements, debt sustainability analyses) and set a
foundation for improved legal frameworks and institutional capacity for revenue generation, procurement and debt
management.
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including building human capital and ensuring the skills of Nigeria’s workers match the current needs
of the labor market.

19. No Learning Poverty. Nigerian children can expect to complete 10.2 years of schooling (above
the regional average), but factoring in what children actually learn, expected years of schooling is only
five years (below the regional average). 84 percent of children aged 5-14 are in learning poverty (cannot
read age-appropriate text). There are large spatial disparities in access to and quality of education across
Nigeria, with states playing a critical role as they are responsible for providing many public services,
including education. Household poverty and geography are significant drivers of school attendance.
17.1 million children aged 5-14 years are out of school (OOS). Poor quality of education and inequitable
access, encompassing teacher supply and quality, learning materials, and pedagogy, lead to poor
learning outcomes and opportunities for the future. Classrooms are extremely crowded and not
conducive for learning. Katsina has 117 primary learners per classroom, with the national average at
41. Girls in the north have on average less than 50 percent chance of enrolling in primary school and
less than 30 percent chance of transitioning to secondary school. 5.8 million adolescent girls are OOS,
with intergenerational effects on the nutrition of the next generation, reducing female labor force
participation, and financial inclusion. Sociocultural norms and safety concerns contribute to low
attendance for girls. By age 19, 41 percent of Nigerian adolescent girls were married, and 35 percent
had given birth. In states with low educational attainment (e.g., Bauchi, Jigawa, Kebbi, Sokoto, Yobe,
Zamfara), girls finish schooling before reaching their teenage years.

20. Healthier Lives. Nigeria is an outlier among middle-income countries, with very poor health
outcomes overall and pronounced regional disparities. Inadequate public investment in health and high
out-of-pocket expenditures lead to dismal healthcare accessibility and quality outcomes. Nigerians have
a life expectancy of 54 years. While health facilities exist in every local government area (LGA), people
may not choose to access these due to geographical barriers exacerbated by insecurity, poor
infrastructure, non-availability of trained health workers, financial expenses, lack of information and
social norms. Where services are available, quality of care is poor and caseloads per provider are low.
Nigerian women face one of the highest maternal mortality rates globally at 1,000 per 100,000 live
births: a woman living in the Northeast is ten times more likely to die in childbirth than a woman in the
Southwest. Nigerian children under 5 experience a mortality rate (USMR) of 114 per 1,000 live births,
with 40 percent of children aged 6-59 months facing high and increasing levels of stunting, going up
to 65 percent in states such as Kebbi. On USMR, the best performing states (Lagos and Bayelsa) are
closer to upper middle-income countries, the vast majority of states are closer to LMICs, while many
states (Kano, Yobe, Bauchi, Zamfara, Plateau, Borno, Kwara and Enugu) are closer to low-income
countries. USMR is substantially higher among the poor than the rich.?! Stunting levels are high (40
percent of children aged 6-59 months) and increasing, and there is widespread, severe acute
malnutrition (in the North, 2 million children and 786,000 pregnant and breastfeeding women are
severely and acutely malnourished).?? This is an immediate crisis that also has profound adverse
implications for Nigeria’s long-term development prospects through stunting and long-term damage to
human capital. The country lacks a strategic focus on nutrition and early childhood development (ECD)
for the next generation. Inadequate dietary intake (including infant and young child feeding), diseases
and limited access to healthcare, food insecurity, inadequate care and unhealthy environments result in
poor cognitive development and school readiness, poor educational outcomes and lower productivity
in adulthood. Accelerating stunting reduction and improving ECD outcomes are acute priorities.

21 Nigeria Demographic and Health Survey 2024
22 IPCC March 2025
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21. Sustainable Food Systems. Close to 34.7 million people were food insecure in 2025, and over 6.4
million children in the Northeast, Northwest and North-Central regions have global acute
malnutrition.?® On the supply side, agriculture is a key driver of growth and economic activity in
Nigeria, even as other sectors slow down or contract during times of crisis—agriculture being an
employer of last resort. The share of agriculture in GDP is 25 percent (2024) and in total employment
is about 34 percent. Agriculture is also a key contributor to non-oil exports, totaling 40 percent of non-
oil exports in 2023 (5 percent of total exports). Despite its potential as a long-term driver of growth and
better jobs, agricultural productivity has declined over the past 20 years, and the sector is not
transforming. The share of processing is low in Nigeria, compared to aspirational peers. The sector
faces multiple interconnected challenges that constrain its development potential, including low use of
quality seeds and fertilizers, poor access to irrigation, and low integration across the value chains. The
key to transforming agriculture productivity would be to enhance private sector participation across the
value chain, especially in seed systems and in connecting farmers to markets and scaling up value-
addition. Implementing policy reforms in the seed and fertilizer sector to operationalize the seed act
and fertilizer acts of 2019 will be critical. Removing import bans, aligning import duties with regional
trade agreements, and lowering non-tariff costs of trade would allow more imports to compensate for
domestic production shortfalls and farmers to access better inputs and to improve export
competitiveness. These import restrictions aim to foment domestic production but, for the most part,
lead to substantial market power, low yields, insufficient food supply, and ultimately higher and
increasing prices. In terms of public sector investments, the key would be to focus on those public
goods investments that will generate greater private investments. Public sector investments in upstream
seed research, aggregating farmers and in creating digital farm and farmer registries are examples of
such investments.

22. Connected Communities. The movement of people and goods between states and across borders
is hampered by poor roads, high interstate transportation costs, and multiple checkpoints.
Transportation costs can be equivalent to as much as 40—70 percent of business incomes, as recorded
in Lagos, the FCT, Bauchi, Abia, and Cross River. Transportation challenges contribute to the lack of
domestic market integration and wide regional disparities in Nigeria. Reducing the road infrastructure
gap will require significant investments in national highways (a Federal Government responsibility) as
well as in feeder and rural road networks (States’ responsibility), in terms of new construction but also
improved maintenance. Nigeria is already significantly urbanized (54 percent), elevating the
importance of effective urban planning, and strengthening linkages within and amongst Nigeria’s cities,
towns, and rural food-producing regions. The challenge of deepening connectivity is strongly
interlinked with achieving higher productivity growth, better jobs and economic opportunities, and even
food security; the slowness and difficulty of transportation contributes to spoilage rates of 50 percent
and more for some important agricultural products (e.g., tomatoes). In terms of governance,
transportation faces challenges due to fragmented institutional set up, weak planning, and outdated
policies. The lack of best practices on road asset management, limited funding, and gaps in tolling
policies impact on the sustainability of the road infrastructures. Urban mobility is hindered by the lack
of planning and by limited investments in public transport. Inconsistent regulatory frameworks,
affordability issues in the context of limited fiscal space, and the lack of climate resilience investments
impact on menu of solutions to enhance mobility. Infrastructure finance needs are massive, with annual
investment needs for transport alone amounting to an estimated US$37.5bn in the coming years. Private

2 Integrated Food Security Phase Classification, December 2025
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sector financing contributes less than one percent of Nigeria’s annual infrastructure needs and often,
the institutional and legal frameworks are not conducive. The priority is thus to support policy reforms
and provide investments with a focus on maximizing private sector financing for transportation
infrastructure.

23. Affordable, Reliable, and Sustainable Energy for All. Nigeria has the most significant electricity
access deficit in absolute terms in the world. Most recent estimates put it at 61 percent of the population,
meaning more than 86 million are without access. Between 2020-24, about 5 million ‘legal’ connections
were added (serving approximately 25 million people while the population grew by about 29 million
during that period). Even Nigerians with access face frequent outages and do not receive adequate or
reliable supply, resulting in excessive use of fossil-fuel generators to meet their needs (7-10 times the
size of the grid). Grid power is heavily dependent on natural gas (78 percent), with significant costs
being denominated in FX. The sector is largely private and unbundled since 2013 but has failed to
deliver access and reliability with very limited investment into new generation, network strengthening
and performance improvement. The aggregate technical, commercial and collection losses are
extremely high (38 percent in distribution; 8.7 percent in transmission; and 64 percent of generation
capacity is not utilized due to insufficient gas supply, grid bottlenecks or liquidity issues). The
Electricity Act 2023 decentralized the electricity market to the states who are now responsible for
setting policies and regulating their respective electricity markets, but challenges remain in
implementation. Power sector finances have been rising and are fiscally unsustainable. As of end-2024,
cumulative tariff shortfalls — the difference between allowed tariffs and cost-reflective tariffs, which
the Federal Government of Nigeria (FGN) is responsible for funding, stood at US$1.9bn and is
projected to increase to US$2.45bn by end-2025. While FGN has plans to clear the historical and
current arrears, in the absence of plans to put the tariff shortfalls on a declining trajectory, the sector
will start to accumulate arrears of about US$135 million every month. Priority policy reforms
and investments include: i) policy reforms and advisory to achieve sector financial sustainability with
a focus on tariff and subsidy frameworks, competitive and least cost investment planning and support
for the managed transition of sector regulation, planning and investment to States; (ii) investments that
would increase power distribution and transmission sector performance and efficiency through
financing of metering, performance improvements and potentially grid densification, as well as
investing in transmission infrastructure; iii) financial sustainability including tariff/subsidy
frameworks, competitive/least cost planning of future investments, and support to the transition to the
States; and iv) investing in power supply through diversification of supply (e.g. utility-scale solar,
hydropower) as well as on-grid and off-grid electricity access.

24. Digital Connectivity. Nigeria’s broadband infrastructure is underdeveloped, constraining its
digital economy. Only 4-10 percent of international bandwidth arriving in Lagos is distributed within
the country, and the government estimates that Nigeria needs to quadruple the 35,000km of fiber that
has been laid to date. Including via mobile devices, only 39 percent of Nigerians use the internet,
compared with 76 percent in South Africa and an average of 51 percent in all lower middle-income
countries. There is a stark rural-urban digital divide, with about 63 percent of Nigerians living in rural
areas unconnected to the internet, compared with 40 percent of those living in urban areas. Nigeria's
inter-city fiber network is limited by the absence of shared, well-regulated wholesale access, which
restricts broader connectivity and drives up costs. At the same time, digital enablers such as payments,
digital identification, and cybersecurity frameworks are emerging as transformative forces but remain
underdeveloped. Public and private digital services show promise but face infrastructural, regulatory,
and interoperability barriers placing the country at 144™ out of 193 countries on UN E-Government
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Development Index in 2024. Key priorities include: catalyzing private sector investments in climate
resilient and affordable middle-mile broadband and last-mile connectivity, innovative approaches to
private sector-led investments in data hosting and digital entrepreneurship, and rolling out the use of
digital ID in sectors while ensuring secure data exchange and interoperability will boost Nigeria’s
digital economy, productivity and job creation.

IV. The outlook in the context of overarching governance challenges

25. Given Nigeria’s political system, the question is how the system might be incentivized to invest
public revenues in public service delivery and private wealth and firm revenues into job creating
firms and business activities. How can actors that judge it in their interest to strengthen public services
be supported to move beyond a transactional approach to build effective, inclusive and legitimate
institutions? Much will also depend on the 36 highly autonomous states, which in Nigeria’s federal
system have a critical role to play in achieving human capital and broader development outcomes.
Institutional capacity and incentives are uneven across states, with some Governors finding it in their
interest to better manage public finances and invest in infrastructure and human capital development.
Critical entry points for engagement are those that align with but tweak existing intergovernmental
fiscal arrangements to strengthen mutual accountability between states (and local governments) and the
FGN and to incentivize performance and development outcomes. Moreover, prioritizing areas where
the commitment, integrity, and capacity of key counterparts is strong, while proactively focusing on
advocacy and dialogue to build consensus for action in areas where CIC is less robust.
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