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Abstract

This monograph describes how a failed state in 2030 may im-
pact the United States and the global economy. It also identifies
critical capabilities and technologies the US Air Force should have
to respond to a failed state, especially one of vital interest to the
United States and one on the cusp of a civil war.

Nation-states can fail for a myriad of reasons: cultural or religious
conflict, a broken social contract between the government and the
governed, a catastrophic natural disaster, financial collapse, war,
and so forth. Nigeria with its vast oil wealth, large population, and
strategic position in Africa and the global economy can, if it fails,
disproportionately affect the United States and the global economy.

Nigeria, like many nations in Africa, gained independence from
the United Kingdom in 1960. It is the most populous country in
Africa and will have nearly 250 million people by 2030. In its rela-
tively short modern history, Nigeria has survived five military coups
as well as separatist and religious wars, is mired in an active armed
insurgency, is suffering from disastrous ecological conditions in its
Niger Delta region, and is fighting one of the modern world’s worst
legacies of political and economic corruption.

A nation with more than 350 ethnic groups, 250 languages, and
three distinct religious affiliations—Christian, Islamic, and animist,
Nigeria’s 135 million people today are anything but homogenous.
Of Nigeria’s 36 states, 12 are Islamic and under the strong and
growing influence of the Sokoto caliphate. While religious and eth-
nic violence are commonplace, the federal government has man-
aged to strike a tenuous balance among the disparate religious and
ethnic factions. With such demographics, Nigeria’s failure would
be akin to a piece of fine china dropped on a tile floor—it would
simply shatter into potentially hundreds of pieces.

Poor investment in the nation’s critical infrastructure and under-
investment in health care, education, science, and technology are
all leading to a “brain drain” in which Nigeria’s most talented and
educated citizens are leaving the country. This will leave a future
Nigeria even poorer.

Nascent attempts to address electoral and governmental corrup-
tion are meeting with some success and hold promise for the fu-
ture. Recent meetings between the president and insurgent groups
may, over time, help resolve some of Nigeria’s most intractable and
dangerous internal conflicts. The population’s disappointment in
its government has not appreciably shaken its faith in democracy.
Elections are and will likely remain an important part of Nigerian
life as they, despite the odds, provide the people hope that they can
make a difference as Nigeria struggles to succeed.

Nigeria becoming a failed state is not a foregone conclusion.
However, should the oil-rich state of Nigeria, a nation likely to pro-
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vide up to 25 percent of US light, sweet crude oil imports by 2030,
fail, then the effect on the United States and the world economy
would be too great to ignore. The threat that failure poses to a
quarter billion Nigerians in terms of livelihood, security, and gen-
eral way of life could quickly spread and cause a humanitarian
disaster of previously unimagined proportions. Regardless of the
extent of the humanitarian crisis unfolding in the wake of failure,
the hard work to repair the damage could take two generations to
make Nigeria viable again.

This failed-state scenario is one of four that comprised the Blue
Horizons study in 2008. It explores the implications of what it
would mean for the US Air Force to respond to a failed state in
2030, one with a large population that has resources vital to the
Western world. The capabilities necessary to detect threats, charac-
terize the environment, rapidly deploy and protect responders, and
sustain operations long enough to create conditions for the indige-
nous people to resurrect their fallen nation are all issues that need
to be explored. From these, this monograph helps the study team
understand what types of technologies the US Air Force should
pursue to enable it to lead and prevail against the challenges and
surprises posed by future failed states.

viit



Preface and Acknowledgments

In 1996 the Air Force initiated a major study effort under the
direction of Gen Ronald Fogleman, the Air Force chief of staff. That
study, Air Force 2025, looked 30 years into the future and made
enormous contributions toward directing Air Force research and
procurement to ready our forces for new challenges. The study
brought together some of the brightest minds and most forward
thinkers of the age, including Dr. Norman Augustine, president of
Lockheed Martin; Alvin Toffler; James Cameron, who later directed
the movie Titanic; Burt Rutan; Gen Bernard Schriever; Adm Bobby
Inman; and Dr. Gene McCall and Dr. Dan Hastings, two chairmen
of the Air Force Scientific Advisory Board.

In 2007 Gen T. Michael Moseley, then Air Force chief of staff,
directed that a continuous series of future thinking and study ef-
forts be undertaken, using AU as the “Air Force’s think tank.” This
monograph is part of that ongoing effort. The authors collectively
spent a year researching and traveling to ascertain what range of
challenges a failed state may present in 20 to 30 years. The au-
thors further examined what capabilities and technologies the US
Air Force would require to effectively deal with failed states, espe-
cially one possessing and controlling a vital US interest.
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geria’s culture, political system, economy, and military. These ef-
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The reader should know that the scenario presented in this
monograph is not a forecast of a specific future but rather is struc-
tured to help the reader understand the magnitude and shape of
Africa’s largest economy and the impact it has on the world. As we
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Chapter 1

Introduction

The last 100 years have been called the American Century.! It
was a century notable for its global strife, which in the wake of two
world wars saw the collapse of the Soviet Union and the birth of
many new nations. While some were viable, many began with few
resources and poor capital reserves. They were and are still at risk
of failure. This monograph is about how the world, particularly the
United States and its Air Force, will deal with the potential global
consequences of a failed state whose principle export commodity is
also of vital interest to the United States.

This monograph is part of a larger ongoing study called Blue
Horizons. This study was commissioned by the former US Air Force
chief of staff to provide “a new look at the future.” Specifically, the
chief of staff tasked the team to “provide a common understanding
of future strategic and technological trends for Air Force leaders to
make better decisions.” The chief also sought to “confirm Air Uni-
versity as our [the Air Force’s] in-house think tank” and to improve
the relevance of Air Force education to the decision-making pro-
cesses in Washington.?

Within the context of this 2008 study, four separate scenarios
were examined. The best and brightest officers from the Air Force
and the sister services were specially selected to participate during
their one-year course of instruction at Air University (AU). These
scenarios include a resurgent Russia, a peer China, a successful
jihadist insurgency against a friendly state in the Middle East, and
a failed state in a vital area of US interest.

Within these works, there is no magic, no fortune-telling, and no
attempts at clairvoyant prognostication. These are written and in-
tended to be used as academic works to inform decision makers
and scholars about changes happening in the world. The discus-
sion herein is a mix of cultural sociology, political science, econom-
ics, military science (sometimes called strategic studies), and inter-
national relations.

Why a “failed state” case study about Nigeria rather than a seem-
ingly more dangerous state such as Pakistan? Pakistan clearly has
many visible and obvious unstable, dangerous elements that are
conspiring to threaten its viability as a nation-state. It has a long
history of coups d’état; it is armed with nuclear weapons whose
safety, security, and surety measures are not well known; it is
fighting an active insurgency against various Taliban factions (an
organization its own intelligence service created and, in some quar-
ters, still supports); it is riddled with violent and ungoverned re-
gions; it is locked in seemingly perpetual conflict with nuclear-
armed India with which it has fought three major wars in the last
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60 years; and some of the most dangerous and violent Islamic fun-
damentalist groups and individuals in the world reside within its
borders. Its failure presents a clear and present danger to the re-
gion and the United States. Given the attention Pakistan has re-
ceived both by the US government and the media, it is certainly
worthy of study.

Less well known in the United States, but no less important, is
Nigeria. Although not possessing nuclear weapons, Nigeria has the
potential to dramatically affect the United States and the global
economy if it fails. Africans are fond of saying: “As Nigeria goes, so
goes Africa.” Nigeria's geographic and political position in Africa, its
single-commodity and soon-to-be-top-20 oil-rich economy, extra-
ordinarily complex demographics, culture of corruption, poor and
failing national and human infrastructure, long history of danger-
ously destabilizing religious and ethnic violence, repeated and po-
tential for future military coups d’état, endemic disease, and its
growing importance to the global and US economy present re-
searchers with a myriad of vexing and intractable problems and
challenges. Further complicating Nigeria’s current history is the un-
timely death of reformist Pres. Umaru Yar'’Adua and the political and
religious violence his illness and death have sparked. Unlike South-
west Asia, Africa is often overlooked by political and military planners
until a problem presents itself such as those found in Libya, Egypt,
Somalia, Rwanda, Congo, Sudan, Liberia, Botswana, and Zimbabwe.
While each African nation is important, none likely has the potential
to dramatically alter the strategic environment both in Africa and the
world. Thus, Nigeria is a tantalizing research challenge.

Methodology

This monograph is grounded in reputable scholarship and em-
pirical research through actual site visits to the locations in ques-
tion. The authors began with a search across the international re-
lations, political economy, and cultural and military studies
literature. Each enrolled in specialized coursework in international
studies as well as instruction on conflict.

Each researcher formulated a series of questions relative to a
section of this monograph. All traveled to conduct interviews with
senior members of the Department of State, the national intelli-
gence agencies, and the Department of Defense (DOD).? In addi-
tion, the team interviewed senior military and governmental lead-
ers in Nigeria and other West African nations.

In addition to searching for answers to basic questions, the team
engaged in a modified Delphi method of generating conclusions about
the present and Nigeria’s current direction.* These conclusions were
then revetted against a series of experts and other study team mem-
bers to adjust hypotheses and then reengaged in additional research
and interviews to narrow the paper’s perspective and focus.
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For the sections on military capabilities, the researchers used a
war-game methodology to add detail to the political, diplomatic,
military, and technological materials gathered in the interviews,
discussions, and site visits mentioned above. In these sessions, a
formal Delphi method was used which included a broad cross-
section of 22 senior DOD civilian and military strategic thinkers.5
This scenario-based discussion involved several iterations of dis-
cussion wherein the researchers interacted with three opposing
teams to generate a more complete picture of the challenges a failed
Nigerian state might present by 2030.

Simultaneously with these events, members of the Air Force
Strategic Planning Directorate as well as scientists from the Air
Force Research Laboratories were collaborating on developing a
list of present and technologically feasible future concepts or sys-
tems that the US Air Force either would have or could have in its
inventory for the target year (2030) in question. Many of these
concepts are systems resident in the Air Force today, such as the
F-22 and C-17, which will likely still be in the inventory 22 years
from now. Others are systems wherein the technologies required
to field them are sufficiently developed and could be fielded within
the next two decades.

The final aspect of this analysis involved using a value-focused-
thinking quantitative model to formally evaluate the existing and
potential future concepts for utility in a failed Nigeria with its cur-
rent and projected systems.® This model was implemented under the
direction of the AU Center for Strategy and Technology along with
Innovative Decisions, Inc., whose members include some of those
cited in the seminal works on this method in the footnotes below.

Overview

What happens when a modern nation-state fails? Does a single
catastrophic event herald a nation’s collapse, or is it the result of a
series of failures in critical areas? Does each failure in a series pro-
duce a torrent that becomes a cascade resulting in rapid failure, or
is it something that happens so slowly that few notice the failure
until it is too late? What impact does the failure of an individual
state have on other nations in the region or the world? More impor-
tantly, what will be required of other nations to respond to the
failure of a nation-state now and in the future? If nations choose to
respond, what characteristics of a failed state would compel the
United States to respond?

Nigeria with its vast oil wealth, already large and growing popu-
lation, religious and cultural diversity, history of weak governance,
endemic corruption, poor health care and education systems, fail-
ing human service and industrial infrastructure, rising criminality,
importance in West Africa and African security, and potential to
disproportionately impact the global economy is a clear example of
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a nation at risk of failure with an ensuing major impact on the rest
of the world. It is a challenging case study candidate.

In a foreshadowing of what could happen to Nigeria within the
next two decades, Nigeria is currently experiencing tremendous
political instability and religious violence. Between November 2009
and April 2010, reformist Muslim president Umaru Yar'’Adua traveled
to Saudia Arabia to seek treatment for a severe heart condition and
kidney problems. While he was gone for almost four months, the
corruption-ridden government was hobbled by nagging and un-
substantiated reports of the president’s death. Although Presi-
dent Yar'’Adua returned to Nigeria to continue his recovery in a
Nigerian hospital, rumors of his death and parliament’s vote on
9 February 2010 to transfer presidential powers to Christian vice
president Goodluck Jonathan sparked a new round of religious vio-
lence between already fractious Muslims and Christians, resulting
in the death of hundreds and the internal displacement of thou-
sands more.” It also prompted Nigeria’s most active and dangerous
insurgent groups, Movement for the Emancipation of the Niger
Delta (MEND), to abandon the cease-fire brokered by President
Yar’Adua and launch deadly attacks on critical oil infrastructure
and to kidnap oil workers.

President Yar’Adua succumbed to his illness on 5 May 2010 at
the age of 58. His successor, President Jonathan, continues to deal
with the political and religious violence sparked by this forced tran-
sition. These significant events mask the grinding poverty and insti-
tutional corruption that is destroying the social contract between
Nigeria’s government and its 135 million people. With critical re-
forms on hold or in jeopardy, Nigeria’s future is uncertain at best.

This monograph posits the conditions leading to the collapse of
Nigerian governance and the rapid failure of the state in the year
2030. Its intent is descriptive rather than prescriptive. The authors
begin by defining a failed state and then briefly examine Nigeria’'s
history, culture, politics, governance, and military. The monograph
then explores the various interconnected paths and conditions
that cause Nigeria, when stressed and declining, to fail and shatter
in 2030 as it begins its inexorable slide into civil war.

The central question which this monograph, like the others in
the 2008 Blue Horizons II study, seeks to answer is, “Are there
technologies and capabilities the US Air Force should invest in now
to prepare itself to respond in 2030 to the challenges and surprises
a failed state poses to the United States and the world?” To address
this question, this book is broken into several parts.

Chapter 2 defines nation-state “failure” and briefly outlines a
short history of Nigeria from before it became a modern state in
1960 through the study year 2008. This history provides a context
for the evolution of the Nigerian state and identifies key vectors
that could cause the state to fail in 2030.
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In chapter 3, Col Douglas Jaquish addresses the schisms caused
by Nigeria’s social-cultural complexity. He argues Nigeria’s rich so-
cial and cultural makeup offers hope for a successful future for
Nigeria. However, deep fissures within its extraordinarily complex
demographic and cultural makeup could become the fault lines
that shatter the nation.

Chapter 4, authored by Col Mark DeLong, addresses Nigeria’s
political situation. The political discussion begins on a cautious
note of hope for Nigeria’s future, but this hope is bounded by the
reality that institutional government corruption and a combination
of religious and cultural factionalism is endemic and pervasive—
the quality of Nigerian governance is already very poor. Left un-
checked, these can ultimately corrode the social contract between
the government and the people and bring about the failure of the
Nigerian state.

In chapter 5, Col Daniel Gordon takes on the complexities of
Nigeria’s economy. He examines oil-rich Nigeria's “one commodity”
petroleum economy. While the price of oil will likely continue to
rise and fall and Nigeria’'s government normally budgets using a
lower oil price as a basis for planning, the fact remains that Nige-
ria’s oligarchs reap 80 percent of the oil profits. Colonel Gordon
explores three economic scenarios—The Nightmare Continues, The
Dream Is Realized, and The Dream Is Derailed—noting that a fail-
ure by the government to reign in corruption could derail Nigeria’s
economy and bring about failure of the state.

In chapter 6, Col Robert McAllum addresses Nigeria’s military
capabilities and technology while examining the role of Nigeria’s
military in politics and in preserving this ethnically complex na-
tion. While Nigeria’s military has had a relatively consistent consti-
tutional role because it has overthrown five elected governments,
the support it receives from the government and the people is in-
consistent. A lack of support for the military or a highly fragmented
Nigerian military in 2030 during a time of national crisis could also
bring down Nigeria.

Chapter 7, authored by Col Christopher Kinnan, builds on the
work of the other authors. From the team’s research, he develops
a sequence of events connecting the Nigeria of today to one poten-
tial future outcome. In this chapter, he defines what “day-to-day”
Nigeria may look like in 2030 and presents a plausible scenario
for a systemic collapse of governance and Nigeria’s failure. Rather
than a single cause, Colonel Kinnan describes multiple paths of
cross-cutting social and cultural issues, infrastructure, the econ-
omy, the government, and the influence of outside elements that
could combine and cause Nigeria to fracture and devolve into a
potential multipartite civil war. If Nigeria shatters, what remains
in its wake and its effect on the United States and the global
economy are incalculable.



Chapter 8, also authored by Colonel Kinnan, identifies some de-
sired key capabilities and technologies the US Air Force could use
to respond to this scenario. These are also a set of capabilities that
would apply to any failed state on the brink of civil war. These ca-
pabilities are important to future peace operations—peacekeeping,
peace enforcement, peacemaking, and peace building—and have
applicability that range far beyond the scenario painted here. Peace
enforcement operations in a failed-state scenario in 2030 will re-
quire capabilities to anticipate impending threats, understand the
operating environment and capabilities of the belligerents, engage
with the appropriate force, survive in a highly stressed environ-
ment with a small operational and support footprint, rapidly de-
ploy response forces and supplies to the operating area, and quickly
replenish materiel and people in order to sustain forces.

Based on their analysis of the projected international strategic
environment in 2030, the authors led the Delphi and quantita-
tive study of US capabilities necessary to engage with Nigeria or
almost any failed state in the future. This analysis forms the
backbone of chapter 9. Here, a prioritized list of capabilities the
US Air Force requires to adequately protect American interests in
light of Nigeria’s or almost any other failed state’s capabilities is
addressed. Similarly, the enabling technological advances re-
quired to provide the United States with these capabilities are
also addressed.

In the end, the authors conclude that despite its best efforts,
Nigeria has a long-term struggle ahead to remain a viable state,
much less a top-20 economy. While its vast sweet-crude-oil wealth
potentially provides Nigeria with great power and influence, the
government’s history of rampant corruption and inability and un-
willingness to invest in its human service and industrial infra-
structure and the people’s welfare could doom it to failure. Given
that Nigeria will likely account for more than 25 percent of US oil
imports by 2030 and that other large economies depend on an un-
interrupted flow of oil from Nigeria, a failure of this top-20 global
economy in Africa will be a failure the United States cannot ignore.

As the American experiences in Somalia, Kosovo, Iraq, and Af-
ghanistan have shown, intervention in any nation’s internal affairs
is fraught with extreme danger and, in the case of Nigeria, could
subject the United States to charges that it is only doing so to pro-
tect “its oil.” Thus, the decision to intervene in a failed state must
be made by those with an understanding of the state and its di-
verse mix of political factions, ethnicities, religions, cultures, capa-
bilities, and problems. Such understanding requires context, which
is where this study begins.
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Chapter 2

Nigeria in Context: Defining Failure

A state fails when it suffers “the loss of physical control of its
territory; [its] monopoly on the legitimate use of force; the erosion
of [its] legitimate authority to make collective decisions; an inability
to provide reasonable public services; and the inability to interact
with other states as a full member of the international commu-
nity.”! The 2007 Failed State Index, compiled by the Fund for Peace
and Foreign Policy magazine, identified these indicators of a failed
state and then ranked the nations of the world from those most to
least likely to fail based on institutional corruption, criminality, the
ability of a government to regulate the economy and collect taxes,
internal displacement of citizens, sharp economic decline, group
grievances, institutional discrimination, the emigration of the in-
telligentsia, and the state of the ecology.?

Nigeria, an oil-rich country with the largest population in Af-
rica and a top-20 economy, was ranked 17th most likely to fail on
the list of 148 countries studied for the 2007 Failed State Index.?
The areas of greatest concern for Nigeria included uneven eco-
nomic and social development, a failure to address group griev-
ances as manifested through an active insurgency, and a per-
ceived lack of government legitimacy.* While its oil wealth holds
promise for the future of its people, Nigeria’s potential failure
holds danger for the global economy and could threaten the vital
interests of many nations.

The Failed State Index researchers conclude that state failure,
such as that considered possible in Nigeria, can be catastrophic
based on a single incident or may be the result of a long period of
decline in which the government can no longer govern or provide
for its people. Even worse, states that do fail take a long time to
recover. The World Bank surveyed states identified as failed in
1980 and found that they are still failed 28 years later. In fact, sta-
tistical analyses suggest that most of these states will likely require
another 28 years, for a total of 56 years to fully recover.’

According to the United States Commission on National Security,
state failure results in “an increase in the rise of suppressed na-
tionalisms, ethnic or religious violence, humanitarian disasters,
major catalytic regional crises, and the spread of dangerous weap-
ons.”® In short, failed states are a danger not only to their own
people but also to their regional neighbors, and in a highly global-
ized world, they are a probable danger to the world economy and
the vital interests of other nations.
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Nigeria’s History—Foundations for Failure

Two main facets of Nigeria’s history bear directly on its tenuous
status as a functioning nation capable of effective governance—the
British colonization of Nigeria and the spread of Islam.” Like other
countries in Africa, Nigeria was once a British colony. Its current
system of government and the present racial, ethnic, and religious
conflicts are, to an extent, the result of its colonial past.

Nigeria has the sixth largest Muslim population in the world.®
Moreover, it is the largest country in Africa, with an almost equal
balance of Muslims and Christians—a balance that will soon reach
a tipping point because of the larger population growth in the Is-
lamic north.°®

Pre-Nigerian Nation

Prior to the arrival of the earliest European settlers, the area
now called Nigeria was the home to a number of separate and
distinct societies. The largest of these included the Kingdom of
Borno in the northeast; the city-states of Katsina, Kano, Zaria,
and Gobir in the north-central part of modern Nigeria; the Yoruba
Kingdoms of Ife, Oya, and Ijebu in the southwestern regions; and
the Igbo region in the southeast. Between these various regions,
an extensive trading network developed, which stretched across
the Sahara.'®

The people of the region have long-standing roots that predate
the drawing of Nigeria’s modern borders. Despite widespread trad-
ing between these regions, the area now known as Nigeria has a
history of conflict and instability. This background has been made
potentially more unstable by developments in the postcolonial era.

In the late 1790s through the early 1800s, the northern kingdoms
began resisting the establishment of a religion-dictated set of laws.
The idea of religious rule began to spread to the region as Islam con-
tinued its westward expansion from the Middle East. The resistance
of these kingdoms set the stage for an Islamic holy war, in which the
Sokoto caliphate, in an effort to create stability, end violence, and
establish Islamic justice, brought the northern sections of present-
day Nigeria under a single Islamic government in 1808.!! The caliph-
ate reached its peak when it eventually governed 30 emirates from
modern Burkina Faso to Cameroon in the mid-1800s.!2

The North was not the only part of Nigeria experiencing unrest
in the early 1800s. In 1817 the Yoruba (southwestern) provinces
were caught up in civil wars over issues surrounding trade roots,
the slave trade, and the right to populate inland areas.!®

Shortly thereafter, in part as a result of pressure from mission-
aries and others, Britain began to work to eradicate the slave trade
along the African coast. These efforts began in Lagos and then
moved eastward along the African coast. The decision to eradicate
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the slave trade led to a concomitant decision to occupy and main-
tain control over the African coastal regions. Catholic and Protes-
tant missionaries followed on the heels of British forces. The reli-
gious orders cooperated to divide up the territory in order to convert
as many of the indigenous people to Christianity as they could with
their limited resources. This process of gradually expanding both
British influence and the influence of the Christian faith would
forever change the southern part of Nigeria.

The British occupation of these lands initially resulted in the
granting of trading rights to a large territory encompassing much
of Nigeria to the Royal Niger Company. The company exercised
control over the territory in exchange for a monopoly on trading
rights for goods sold from Nigeria to the rest of the British Empire.

While the boundaries of this region were expanded several times,
usually by force, they did not quite encompass all of present-day
Nigeria. To achieve that objective, the jurisdiction of the Royal Ni-
ger Company was deemed insufficient. In 1900, after compensating
the Royal Niger Company for the loss of its property, the British
established a formal British governmental protectorate with Sir
Frederick Lugard as the high commissioner of northern Nigeria.!*
This change allowed Britain to bring its full power to bear on unit-
ing the lands of Nigeria as a single colony (see figure 1).

Northern Region

@ Kaduna

Ibadan®  Western
Region

Eastern
Region

Figure 1. Colonial Nigeria. A historical map of Nigeria showing three federal re-
gions created by British colonial rule. (Reprinted from Association of Nigerian
Scholars for Dialogue, Wilberforce Conference on Nigerian Federalism 1997, ed.
Peter P. Ekeh, www.waado.org/nigerian_scholars/archive/pubs/wilber8.html.)
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Among Lugard’s first challenges was to bring the Sokoto caliph-
ate under British control. This was initially achieved by force, but
Lugard’s governance after the conflicts was considered highly suc-
cessful, largely because he generally applied indirect rule, allowing
the former rulers (the emirs) to enjoy some autonomy. To insure
against major uprisings, Lugard reduced the number of small fief-
doms in the emirates, thus reducing the wealth and patronage pro-
vided to the emirs, which curbed their influence and power sub-
stantially. Further, the emirs were made formally subservient to
the British crown. Nonetheless, Lugard permitted the continuation
of Shar’ia law in this region, although Shar’ia law was not applied
to Christians living in the Sokoto emirates.!'® While this use of indi-
rect rule kept relative peace in the north, it had the effect of per-
petuating existing divisions and set the stage for a later religious
bifurcation of the country. By 1914, during his tenure as governor
general, Lugard succeeded in unifying Nigeria.

In 1919 Lugard’s successor, Hugh Clifford, took charge. His
leadership style was nearly the opposite of his predecessor. Whereas
Lugard preferred to allow the various ethnic groups to retain some
autonomy, Clifford sought to modernize Nigeria and bring it into
the Western world. Clifford’s efforts had the dual effect of alienat-
ing some while producing yet a new culture in the south—one more
Western and increasingly industrial.!®

In the efforts to civilize the Nigerian delta, Clifford introduced cul-
tural influences that would eventually serve to further split the Nige-
rian populace. Clifford scaled back the influence of the Sokoto ca-
liphate, and Christianity, which had first taken root in the country
during the slave trade, began to rapidly expand in the south.'” Com-
plicating this split were the indigenous people who lived in south-
eastern Nigeria—the remnants of the kingdom of Igbo. Upon first
encountering the British several years after the colony was formally
established, the Igbo were forced to pay taxes to support the British
crown. The Igbo reacted with animosity, which placed them at odds
with their neighbors to the north and west. This simmering ani-
mosity against the British lingered in this region of Nigeria.

Thus, the initial result of British colonialism was the exacerbation
of the already considerable ethnic and cultural differences spanning
a collection of people with divergent histories and traditions. The
newly created “Nigeria” was composed of diverse people with no
common sense of nationality. Moreover, due to the types of leader-
ship exercised by Lugard and Clifford, the dividing lines between the
Islamic emirates and Christian provinces were reinforced. The north
was generally left to practice its Islamic agrarian traditions!® while
the south was modernized and opened to commercial trade with
ports, roads, and railroads.!® Yet even the south was split between
its eastern and western parts (see figure 2).2°

From the period of 1940 to 1960, Britain continually tried to
unify these diverse regions (see figure 3). The result of its efforts
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Figure 2. Twelve federal states of Nigeria. A historical map of Nigeria showing 12
federal states created by federal military government on the eve of civil war. (Re-
printed from Association of Nigerian Scholars for Dialogue, Wilberforce Confer-
ence on Nigerian Federalism 1997, ed. Peter P. Ekeh, www.waado.org/nigerian
_scholars/archive/pubs/wilber8.html.)

still stands in some measure today with the Hausa-Fulani (north-
ern), Yoruba (western), and Igbo (eastern) regions in fierce political
and economic competition.?! Indeed, today most Nigerians con-
tinue to identify themselves by their religion before identifying
themselves as being Nigerian or African.??

Today, Nigeria is composed of 36 states (see figure 4), many of
which trace their history as described above. As a result of the prior
existence of city-states and the uneven effects of colonization, there
are further splits embedded within states as well.?® In fact, within
modern Nigeria there are over 350 distinct ethnic groups.?* The fault
lines among these individual states, religions, and ethnicities, as
well as between the north and south, are the basis of sectarian vio-
lence, which is becoming increasingly common across the country.2s
This violence was a prime factor in the original Nigerian govern-
ments’ inability to fully govern the region.

The Nascent State (1960-99)

Britain granted Nigeria independence in 1960 after a set of par-
liamentary elections in late 1959. In this vote, the parties repre-
senting the Muslim north earned 142 seats in the 312-seat assem-
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Figure 3. States of Nigeria. A historical map of Nigeria showing 36 federal states
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AMAMEBRA

Figure 4. 36 states of modern Nigeria. Courtesy of the United Nations Develop-
ment Program.
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bly, but no political party achieved a voting majority. As the British
departed, this newly elected parliament was in place, as was its
newly elected leader Nnamdi Azikiwe. Azikiwe became president,
replacing the colonial governor.

As none of the parties had a majority, the federal legislature was
run by a coalition government of Muslims and Christians. Almost
immediately, however, periodic crises and charges of corruption
were levied at politicians of various factions.?® This mistrust grew
and led to a series of challenges, the most serious being challenges
to the 1963 national census. The census would have been used to
craft election laws and, more importantly, determine how revenues
would be distributed throughout the country.

The first postindependence elections in 1964 led to continued
charges of political unfairness and boycotts of the electoral process
by provinces in the east. Even after a second set of elections was
held in those regions which initially boycotted the electoral process,
the major governing parties were barely speaking to each other.

The army launched a coup d’état in early 1966, assassinating
key party leaders in all sectors of the nation. In the ensuing vio-
lence, at least 2,000 Nigerians died.?” This was followed by a
countercoup in July 1966 when the northern territories attempted
to overthrow the exiting military leader. These events created the
two factions that led to the civil war of 1967—a war in which up to
100,000 died in combat and up to one million more died of starva-
tion.?® In the end, Maj Gen Yakubu Gowon, the military leader, as-
sumed control of Nigeria in late 1969.

For a time, General Gowon was able to run the country, but as
political restrictions were lifted, demonstrations increased, and po-
litical activists began to incite unrest. His attempt to update the
1963 census in 1973 was unsuccessful, as most ethnic groups
were fearful of the results and battled census workers to ensure it
was not completed fairly.?® Corruption became endemic, which
generated inefficiencies in the economy. At one point, the Port of
Lagos was clogged with ships filled with goods to unload; the back-
log to unload some of these ships stretched to 15 months. As the
country descended once more toward chaos, General Gowon was
deposed in a bloodless coup d’état in 1975.3°

General Gowon was replaced by Brig Gen Murtala Muhammad,
whose first actions were to dismiss 10,000 governmental civil ser-
vants for inefficiency and corruption and demobilize 100,000 from
the military ranks. General Muhammad scrapped the 1973 census,
deeming it an abject failure, leaving the 1963 population count as
the official survey used for determining national assembly and sen-
ate apportionment. He reset the transition to civilian government
with a target date of early 1976, which earned him respect among
the people. However, his reign was short-lived. He was assassinated
in February of that year, after only seven months in office.
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Military leader Lt Gen Olusegun Obasanjo assumed the national
leadership in the intervening years leading up to the 1979 elec-
tions. General Obasanjo presided over a period of relative economic
prosperity, partly due to increased oil revenues, and led the nation
back toward democracy.?' Nigeria adopted a constitution based
closely on that of the United States. Nigeria elected a new presi-
dent, a house of representatives, and a senate, all of which took
office on 1 October 1979.

These elections, like those of the 1960s, led to a coalition govern-
ment, as no party garnered a majority of the vote. Disagreements
between the parties were substantial. In order to placate party op-
ponents, massive spending on federal projects ensued, which in-
creased the Nigerian national debt and drove down the value of the
Nigerian currency. As a result of its devalued currency, Nigeria's
economy began to decline. A drop in oil prices added to the misery.3?

By the time the next round of elections occurred in 1983, cor-
ruption and a blatant disregard for democratic processes were cor-
rosively endemic in the federal government, and political unrest
was growing.3® Despite presiding over a precipitous decline in the
Nigerian economy and being highly unpopular, the ruling party
claimed nearly three-quarters of the seats in the house and senate,
all but confirming a rigged vote count.

The military seized power again in 1983 as there was no domes-
tic confidence in the civilian leadership. The new leader was Maj
Gen Muhammadu Buhari, who worked to purge the government of
corruption, bring federal spending back under control, and stabi-
lize the value of the Nigerian currency, which was plummeting on
international markets. General Buhari’s austerity programs to cur-
tail Nigerian debt were unpopular, and many believed he was out
of touch.?* In the end, Maj Gen Ibraham Babangida overthrew Gen-
eral Buhari in a coup d’état in 1985.

The Babangida regime was faced with the same economic crisis
that made the Buhari leadership unpopular. Austerity measures
were necessary to entice the International Monetary Fund to offer
a bailout plan worth $4.3 billion. In addition to beginning to re-
structure the economy, General Babangida appointed a commis-
sion in 1986 to direct the transition back to civilian rule. Although
he did not agree with many of the commission’s recommendations,
he implemented them, including a commission recommendation of
the further division of Nigeria, creating two more states in 1987.

However, General Babangida wanted to retain his power. While
the initial timetable called for new elections before 1990, General
Babangida postponed them until 1992. When the presidential elec-
tion was held, confusion on the date of voting led to an unusually
low participation rate of around 30 percent. The results were nul-
lified by General Babangida, who sought to remain in power as
interim president until a new president could be named via yet
another set of elections. The combination of these events led to
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public dissatisfaction. As a result, he was overthrown by yet another
coup d’état, which brought Chief Ernest Shonekan to power. After
two months, the chief stepped aside, giving power to Vice President
Sani Abacha.®

Abacha immediately dissolved all organizations of state gover-
nance and installed his own regime. He ruled as a corrupt tyrant,
often killing political opponents and pocketing national oil reve-
nues. By the time he died in office, some estimates indicate he may
have stolen over $3 billion.*¢ In fact, Abacha has been listed as the
fourth most corrupt leader in world history.?” Abacha remained
president until his 1998 death due to a possible heart attack. As an
autopsy was never performed, it is unknown whether the death
was by natural causes or assassination by his military advisors in
order to effect another coup d’état.

In the wake of Abacha’s death, army general Abdulsalami Abu-
bakar assumed the role of head of state. He immediately freed one
past leader, General Obasanjo, from prison and scheduled new na-
tional elections. General Obasanjo won the election in 1999 and
remained president until April 2007.3 While president, Obasanjo
campaigned for a constitutional amendment to run for a third
term; the amendment was never passed, so he stepped down after
eight years as president. He was succeeded by his vice president,
Shehu Mus Yar’Adua.

This early history of Nigeria tells much about the nation’s sta-
bility, its culture, and its corruption. These are crucial to under-
standing how Nigeria may evolve over the next two to three de-
cades. This timeline shows that there is almost no history or
tradition of continuity of leadership in Nigeria. Further, nearly ev-
ery regime in the country’s history has been, by Western standards,
corrupt. Money is siphoned from major industries by those in
power, sometimes at the rate of hundreds of millions of dollars per
year. The inability of the Nigerian government to agree on a census
for over 40 years undermines the legitimacy of the electoral process
and thus the legitimacy of Nigerian governance.

In short, Nigeria is a country that has been governmentally un-
stable. Ruled by corrupt elites who have shown an enormous re-
luctance to relinquish power, sometimes unto death, it has no his-
tory of majority governance or even national agreement on any
major issue. Analogous to a plate of china, Nigeria remains criss-
crossed by a myriad of stress cracks and fissures that are the re-
sult of the ethnic and religious cleavages spanning the country. If
sufficiently stressed, this china plate will split or even shatter.
What is frightening is that, stressed in the wrong manner, Nigeria
is a nation-state which could conceivably splinter into dozens or
even hundreds of independent pieces.
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The Nigerian State Today

Despite a questionable election in 2007, President Yar’Adua rap-
idly implemented his reform initiatives. These include developing
sufficient and adequate power and energy supplies, improving food
security and agricultural production, and diversifying the economy.
The industrial-based economy emphasizes creating wealth, im-
proving the transportation sector by building modern road and rail
networks, promoting land reforms that will make unused land pro-
ductive for commercial farming, protecting national security, and
emphasizing security in the Niger Delta region. Another initiative
is investing in twofold reforms in the educational sector to raise
Nigeria to the minimum acceptable international standards of edu-
cation for all by developing a plan for teaching science and tech-
nology skills.3®

In 2008 Nigerians began to see some results in land reform, but
they appear to reserve judgment on how well the reforms will work.
In October 2009, President Yar’Adua met with the leader of the
Movement for the Emancipation of the Niger Delta (MEND) and
representatives of insurgent groups within Nigeria in an effort to
make good on his promise to improve security in the Niger Delta
region.*® President Yar’Adua’s benchmark for assessing the effec-
tiveness of his seven reforms, most of which will bear fruit slowly,
is 2015.
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Chapter 3

The Social Schisms of Nigeria
Col Douglas W. Jaquish

Nigeria is a mosaic of dramatic demographic forces fused to-
gether by the early twentieth century machinations of the British
Empire. Brought under colonial rule in the late nineteenth cen-
tury, Nigeria relished the independence it received in 1960. Invigo-
rated by the discovery of oil in 1956, the fledgling nation hoped for
a bright future. Instead, the young state fractured through corrup-
tion and took the next half century to achieve some semblance of
stable self-governance.

Demographic Fissures

Nigeria is comprised of approximately 350 ethnic groups, more
than any other nation on the vast African continent.! Four main
groups make up the majority of this population: Hausa and Fulani
(29 percent), Yoruba (21 percent), and Igbo (18 percent).? These
and the next eight significant population groups of Kanuri, Ibibio,
Tiv, [jaw, Nupe, Anang, Efik, and Kalbari bring with them distinct
languages. While English stands as Nigeria’s official language,
three other market languages—Yoruba, Igbo, and Hausa—also tie
the people together politically and economically.®

Thrown into this linguistic milieu is a mix of ethnic, geographi-
cal, and historical diversity that has often boiled over into open,
genocidal conflict. This was particularly evident in the Igbo upris-
ing of the late 1960s, a civil war that cost roughly 1.1 million Nige-
rian lives.* As recently as the year 2000, more than 1,900 Nigeri-
ans died in clashes between Muslims and Christians in the seam
states.® This highlights a deep religious divide that continues to
trouble Nigeria.

Religion is often the primary defining factor in Nigeria for eco-
nomic, social justice, and political reasons. Nigeria has the greatest
number of people in any single African nation, as well as the conti-
nent’s largest and the world’s sixth largest Muslim population.®
Most of Nigeria’s Muslims, who currently account for roughly 50
percent (and rapidly growing) of the population,” live in the 14
northern states; nearly 40 percent of Nigerians profess the Chris-
tian faith and dwell in the 22 southern states; and the last 10 per-
cent of the population professes syncretism or other indigenous
(animist) beliefs and are scattered across Nigeria.®

Consider the vastness of the country—nearly one out of every
four sub-Saharan Africans is Nigerian.® According to a recent re-
port from the Washington, DC-based Center for New American Se-
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curity, violent civil conflict remains a significant possibility in Nige-
ria. Religion is a key factor worthy of attention by the international
community and the US government in particular.'®

Culture is also a strong force in Nigerian life. “For most Nigeri-
ans, social life unfolds within an ethnic context, and this tie to
one’s group is manifest in a proliferation of ethnic states, political
parties, demands for teaching in local languages and various other
ethnic-cultural organizations.”!! Nigeria experiences ongoing com-
munal violence between Christians and Muslims and among its
various ethnic groups. At least 800,000 people have been driven
from their homes since 2003 because of these clashes.!?

Some of the most violent disputes have been between Muslim
ethnic Fulani herders and Christian ethnic Mambila farmers over
grazing lands in the eastern part of the country.'® A similar conflict
brewed at a lower level in the north between farmers and herders
of different religions, several were Killed, prompting the dispatch of
hundreds of police officers to the area.!*

In the Niger Delta region, insurgent conflict persists over re-
source allocation and oil profits—such conflict is defined as crimi-
nality by the Nigerian government. Asari Dokubo, leader of the Niger
Delta People’s Volunteer Force, was arrested in September 2004
after he called for the disintegration of the Nigerian state. His de-
tainment brought a temporary moratorium to all insurgency ac-
tivities in the Delta but indicated strong civil sentiment with re-
spect to control of oil resources and self-determination.'® Intercom-
munal violence provoked a military crackdown that destroyed the
Rivers State town of Odiama in the Niger Delta.'®

Ethnic, regional, and community ties also define politics in Nige-
ria.'” Patronage is a strong dynamic in the culture, where candi-
dates who “buy off” the most constituents generally win elections.!®
This perversion of governance flows from Nigeria’s corrupt society,
culture, and precolonial history. It also inflames growing ethnic
nationalism across the country. American anthropologist and au-
thor Daniel Jordan Smith postulates, “The prominence of corrup-
tion as both a justification for nationalist movements and a cri-
tique to undermine them illustrates both the extent of discontent
about corruption and Nigerians’ cynicism that anyone can rise
above it.”!®

Nigerians are a proud people whose nationalism runs as deep as
the corruption woven in the fabric of their living and trade. Driving
this rampant corruption is a petroleum-based economy, a combi-
nation which affords wealth to the few in power, namely the oli-
garchs. Even as annual petroleum revenues exceed $90 billion, the
vast majority of Nigerians live on less than two dollars a day, with
many surviving on less than one dollar a day.?° Tribal and espe-
cially political-based patronage networks providing power to cho-
sen “haves” exacerbate economic disparity.?! Alongside religious
beliefs, patronage networks driven by a culture of corruption define
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the way of life for the vast majority of Nigerians and are a pretext
for internal conflict.

The Rise of Information

Enter the twenty-first century with the sprawl of information
and the spread of information technologies. Africa, with its lack of
infrastructure, is ripe for growth in an industry that constantly
seeks new markets. One-hundred-dollar laptops, wireless cell
phones, and the Internet will grant access to seemingly bottomless
wells of digital information to anyone on the network.?> Thomas
Freidman describes this phenomenon simply by the title of his
2005 book, The World Is Flat. Information technology was, is, and
will likely remain a key flattening force but only in the context of
conveniently aligned events in the developed world.

Among these were the fall of the Berlin Wall, huge intellectual
capital investments within the population of India, and the global
fiber optic networks laid during the “dot-com” period of the late
1990s.23 But the present-day surge in information technology alone
does not create vast social and cultural change in all countries. It
operates primarily in societies that are poised for that change.
Lacking a robust communications hardware infrastructure, Nige-
ria is ripe for the revolution that this wireless generation of infor-
mation technology promises.

This rise of information is also taking on the traditional power of
the media once governed by states. Internet blogs such as Global
Voices Online offer dialogue and expression and were an open fo-
rum for many Nigerians in last year’s elections. “New information
and communication tools such as wikis, blogs, ‘tweets,” podcasts,
and social networking sites have the potential to transform election
reporting, campaigning, monitoring, and political discussions all
over the world.”?* Nigeria provides a unique cyberspace outlet in
this global market of information and ideas in Africa.

The United Nations Development Program (UNDP) administrator
Kemal Dervis stated, “Globalization has fundamentally altered the
world economy, creating winners and losers. Reducing inequalities
both within and between countries, and building a more inclusive
globalization is the most important development challenge of our
time.”?% Information technology is both a powerful flattener and an
effective means to unravel the inequalities that create social dis-
parity in Nigeria. But it also is a double-edged sword. Knowledge
gained through information technology brings power to the people,
the power of transparency, and has the potential to generate un-
rest among unequals that compete for an interest in Nigeria’'s
poorly distributed oil wealth.
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Pandemics and the Youth Bulge

A major health crisis faces Nigeria in preventable diseases,
namely human immunodeficiency virus (HIV)/acquired immune
deficiency syndrome (AIDS) and malaria. World Health Organiza-
tion (WHO) statistics from 2007 show that malaria kills four out
of 10 children—over 270,000 per year—with most dying under
the age of five.2¢ According to Nigeria’s National Ministry of Health,
infected children will suffer two to four malaria illnesses each
year, and 70 percent of pregnant women are infected and suffer
from the disease.?”

Nigeria’s central government has made only low levels of invest-
ment and achievement in health and education services over the
past three decades. The HIV epidemic, a retrovirus that causes
AIDS, is a national crisis pervading every segment of society. HIV
infection rates have surpassed 5 percent prevalence in the popula-
tion—the rate of infection is currently projected only to worsen and
surpass 5 percent prevalence.

Over five million Nigerians are HIV positive. Most do not have ac-
cess to drugs to treat the infection and, therefore, will or have devel-
oped AIDS. Since the infection is spread largely through sexual con-
tact in the Nigerian heterosexual population, it directly threatens
what is considered the “prime age” workforce. Also it will, without
aggressive treatment of infected individuals, harm economic pro-
ductivity and lead to millions of orphans in the next decade. Today,
one out of 10 families in Nigeria houses a disease orphan, with up to
three or four orphans per household in higher prevalence states.?®

Africa is experiencing what the United Nation’s (UN) Global En-
vironment Outlook report calls “demographic transition” (see fig-
ure 5).?° Pandemics are having a key impact on this transition for
Africa as a whole and, specifically, Nigerians. Nigeria’s youth are
rapidly becoming the predominant age bracket, and this has tre-
mendous national and strategic implications. The US Agency for
International Development (USAID) posts several disturbing statis-
tics for Nigeria:

e Half of the country is comprised of youths under the age of 15.

e A large population and high fertility have led to over five mil-
lion births a year.

e Underweight and under-age-five mortality rates are worse than
the average in both developing countries and sub-Saharan Africa.

e Infant and maternal mortality rates are 90 percent higher than
in developing countries.3°

The preponderance of these infant and maternal deaths occurs
in Nigeria’s predominantly Muslim northern states.?! This persis-
tent rift between north and south is a potential driver for future
conflict between Nigeria’s “haves” and “have-nots.” Demographic
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Figure 5. Demographic transition. (Reprinted from United Nations Environment
Programme, Report of Global Environment Outlook [GEQ] 4: Environment for De-
velopment, [Progress Press Limited: Valetta, Malta, December 2007].)

pressures in Nigeria are driven by its expanding population. As
shown in figure 6, Africa, like Asia, is growing in population whereas
the rest of the world is not.32

This disproportionate population growth combined with social
and economic disparity is a potential danger to stability in Nigeria
and the surrounding region.

Nigeria combines a high birthrate of 5.6 children with the second-
order effect of the HIV pandemic, namely increased adult mortality,
which in turn creates a youth population that is increasing as a
percentage of the overall population.®® This looming “youth bulge”
brings with it many unique challenges. German anthropologist
Gunnar Heinsohn describes them this way:

A result of rapid population growth, a youth bulge happens when 30 to 40

percent of a nation’s males are between the ages of 15 and 29. Even if these

young men are well nourished and have good housing and education, their

numbers grow much faster than the economy can provide them with career
opportunities. Many don’t have jobs, and don’t have places in society. When
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Figure 6. Population by region. (Reprinted from the United Nations Environment
Programme, Report of GEO 4: Environment for Development [Progress Press Lim-
ited: Valetta, Malta, December 2007].)

so many young men compete for the few places available, they become frus-
trated, angry, and violent. They [enlist] quite easily into radical groups and
terror organizations.3*

Unemployed and underemployed young adults can rapidly de-
stabilize a society with their restive energy. They are quick to join
nationalistic movements or are quite often easy targets for radical
religious movements. In Heinsohn’s view, this human dynamic
equals “demographic armament,” an arsenal of people standing
against weak governments and even other nations who are facing
the “demographic capitulation” of negative population growth
rates.?® The youth bulge emerging in Nigeria may swap roles from
productive laborers to disaffected rebels in the next two decades,
which then may place enormous stresses on the fissures and
cracks dividing Nigerian society.

Exacerbating the prospects for the employment of these young
people is the problem of the “brain drain” that persists in Nigeria.
Intellectuals and many health care professionals continue to emi-
grate to the United States and Europe.®® In early 2006, WHO iden-
tified Nigeria as one of 30 countries across the globe with critical
shortages of health service providers.*”

The loss of intellectuals reduces educational opportunities for
the young and, in the long term, their chance of learning a trade
and becoming self-sufficient. It also harms governance on a num-
ber of levels by depriving the nation of educated people who can
lead it and further develop and integrate Nigeria into the global
economy. This loss of health care workers and intellectuals will
cause the current demographic trends to continue and limit the
prospects for economic growth that would help Nigeria remain sta-
ble, especially as young men reach their peak employment years.
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Corruption and Criminality

Corruption holds a prominent place in Nigerian trade and daily
living. With respect to Nigeria’'s culture of corruption, Smith states,
“Discontent about corruption, frustration over perceived marginal-
ization, and aspirations for a more equal and just society are ex-
pressed in religious language. This is among the most significant
and potentially explosive trends in contemporary Nigerian society,”®
and leaves the general population “interpreting corruption and in-
equality in a language that highlights ethnic discrimination.”?®

More than anything, corruption drives a criminal element promi-
nent in Nigeria’s lucrative oil industry. A militant sector classified
as “criminality” by the government emerged in the Niger Delta re-
gion with an agenda to highlight environmental abuses in the
Delta.*® MEND, a growing and powerful opposition force to Nige-
ria’s military since 2005, is the most prominent among these
groups. MEND is credited for reducing Nigeria’s oil production by
as much as 25 percent in recent years and by 50 percent capacity
for brief periods in 2009.%!

The combined effort of criminality in the Delta and piracy in the
Gulf of Guinea has led to the loss of 10 percent of Nigeria’s $92 bil-
lion oil industry as of 2007; oil business revenues in mid-2009 were
running at around $40 billion per year.*? These revenues undoubt-
edly strengthen forces both inside and outside Nigeria that keep the
state and region unstable. In addition, unregulated oil production in
the Delta has led to a local ecological crisis of acid rain, air pollution,
and fouled waters that has limited the Niger Delta population’s ac-
cess to clean drinking water and stable fishing stocks.*®

Corruption in Nigeria is not just a domestic issue. Transnational
crime has germinated in Nigeria over the past four decades. Louise
Shelley argues that “the growth of transnational crime is inevitable
because of the rise in regional conflicts, decline in border controls,
greater international mobility of goods and people, and the growing
economic disparities between developed and developing coun-
tries.”* These forces of instability—declining oil production, en-
demic corruption, and rising criminality—plague Nigeria and could
define a path to state failure.

The corruption in Nigeria reaches to the highest levels of govern-
ment and has the potential to be a major catalyst in state failure.
The Nigerian government initiated efforts to create a perception
that it is addressing this corruption. It established the Nigerian
Economic and Financial Crimes Commission (EFCC). The EFCC has
the reputation of being the president’s storefront in that it serves to
protect his financial exploits and target people of interest.*® This
reputation undermines government legitimacy. An Internet poll
conducted by The Fund for Peace asked what single factor causes
state failure. The overwhelming response was “corruption,” ap-
pearing three times more often than that of the next category, “lack
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of basic education.”® Corruption challenges any notion of sound
governance, effectively undermining public trust and confidence.

Nigeria’s persistent poverty points to a fundamental failure in
national and local governance and exposes the corruption that de-
fines Nigerian life. The World Bank lists Nigeria as a less than a
25th percentile nation for government effectiveness, as shown in
figure 7.%” Criminality is undoubtedly a critical driver in Nigeria’s
poor performance in governance.*®

L

Figure 7. Government effectiveness. (UN, World Book [New York: UN, 2006].)

Petro-Culture Collapse

Oil drives the Nigerian power brokers and energizes nationalist
sentiments and even transnational forces to bring conflict to the
country. The global economy in 2009 heavily depends on Nigeria’s
oil resources, but the rise of new energy technologies in the twenty-
first century threatens the importance of Nigeria’s dominant indus-
try in the next 20 years. Traditional energy suppliers face shifting
markets driven by the national security interests of competing
global powers. Nations built and dependent on oil commodities
face dramatic change, including loss of revenue and possible chaos
as governments find themselves unable to pay for vital social ser-
vices for their populations.

A possible future decline in the world’s oil demand driven by
new types of energy bodes ill for Nigeria. A weakened petrol-based
economy, combined with a large socially oppressed and possibly
radicalized youth population and a corrupt and illegitimate govern-
ment, has the potential to shatter Nigerian society. Civil clashes
are certain to worsen following such a collapse. The failure of cen-
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tral and local governments to create the institutions and infra-
structure that normally foster prosperity, support education, and
promote equity will foreclose options for dealing with this impend-
ing social and economic crisis.

Clash of Haves and Have-Nots

The youth bulge exacerbates Nigeria’s imbalance in resource
distribution. The country’s transportation infrastructure, left un-
developed, makes efficient transport of goods virtually impossible
and subject to exploitation by the MEND’s roving gangs. Nigeria’'s
growing population is expected to climb to 225 million by 2030.
Marked by near 6 percent unemployment in 2007,* the youth bulge
will result in dismal employment prospects for restless workers who
will find little hope for work in the nation’s weak industrial sector.

Despite Nigeria’s strong progress in food security, the UN Food
and Agriculture Organization posits that Nigeria may suffer future
water shortages in the agrarian north. This region borders the Sahel
and the Sahara, an area known as a training ground for inter-
national terrorist groups. Complicating economic development in
the north is the suffocating cloak of Shar’ia law, which prevents
women from gaining an education or achieving equality in the
workplace, effectively eliminating half the potential of Nigeria’s
northern states. This latter dynamic is taking place in the region
where birthrates are the highest in the country.® Over time, this
will further widen the economic disparity that defines the rift be-
tween north and south.

The effects of climate change may adversely affect the whole of
the country. The story of global climate change has gained trac-
tion, as evidenced by the US decision at the late 2007 global sum-
mit in Bali to implement and enforce initiatives to bring its do-
mestic industry into tighter compliance with rules regulating
harmful emissions.?! The UN Framework Convention on Climate
Change in Copenhagen, Denmark, in December 2009 produced
some additional momentum. Regardless of severity, climate
change potentially threatens to impact global demographics, es-
pecially in states that have enormous investment and dependency
on industries operating near the coasts and those with large
population concentrations located near ocean or desert areas.5?
While the Sahara Desert may expand more rapidly into the north-
ern agrarian regions, a rise in the sea level may affect the coastal
south. In short, global changes in climate could displace people
and disrupt economic activities in coastal centers such as Lagos
or the Niger Delta.®® Internal displacement or forced migration of
populations from these threatened regions only exacerbates cur-
rent ethnic tensions.

As a result of the influences of culture, climate change, and gov-
ernmental corruption, an economic schism is developing across
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Nigeria, and this divide is likely to worsen. As noted earlier, Nige-
ria’s south is receiving a disproportionately large fraction of the
infrastructure development for the purpose of bringing goods and
services to the major seaports. These advances are not likely in the
north where its leaders and social structure tend to stifle educa-
tion, restrict global and national engagement, and restrain eco-
nomic opportunity. As the Muslim population in the north grows,
the combination of traditional values will keep the restive youth in
the conservative north primed for conflict against the more liberal
south. These northern “have-nots,” possibly radicalized and angry,
will likely foment the rise of civil conflict in years ahead.
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Chapter 4

Nigerian Politics
Col Mark D. DeLong

According to the CIA’s World Factboolk, “Nigeria is a federalized
constitutional democracy which boasts a gross domestic product
of over $165 billion (2009 est. official exchange rate).”! Yet despite
this outward appearance of a representative democracy with a ro-
bust growing economy, between 52 and 72 percent of Nigerians live
on less than one dollar per day.2 The most prominent reason for
this seeming paradox is the corruption pervading Nigerian soci-
ety. As stated previously, past leaders have been more concerned
with lining their own pockets than with providing Nigeria’s popu-
lace with good governance and basic human services.

Nigeria is also a very diverse and complex society. Governing this
country of nearly 135 million people, at least 350 different ethnici-
ties, and numerous languages is no easy task. A failure to properly
govern this diverse country may lead to its collapse. Should that
occur, the seams that currently define Nigeria’s individual cultures
could shatter, threatening not only the survival of the nation’s large
population but, because of its contribution to Western oil supplies,
the economies of Europe and North America as well.

Governmental Framework

The president of Nigeria is the head of state; his service is limited
to two four-year terms. Like the United States, Nigeria is a three-
branched federal republic with executive power held at the presi-
dential level. Unlike the United States, the Nigerian constitution
also requires the cabinet to be representative of the various regions
of the country, with at least one cabinet member required from
each of Nigeria’'s 36 states.

The legislative branch is the National Assembly. The National
Assembly consists of a 109-member senate and a 360-member
house of representatives. Each state is equally represented with
three senators in the senate, plus one senator from the capital city
of Abuja. In the house of representatives, the members are allo-
cated based on population.

The judicial branch consists of the Supreme Court, the Court of
Appeal, and the Federal High Court. Supreme Court members are
appointed by the president and confirmed by the senate.?

“Power sharing” in Nigeria is not constitutionally mandated.
However, in the most recent elections, the main political parties
have presented a Muslim and a Christian combination on the bal-
lot to gain diverse support in an equally split country. For example,
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Nigeria’s current vice president, Goodluck Jonathan, former gover-
nor of Bayelsa State and a Christian, is from the Niger Delta.* He is
the elected balance to President Yar’Adua, a Muslim from the
northern Katsina State.

Beneath the federal level of government lie the 36 states. Each
state has an elected governor who is also limited to two four-year
terms. Each state also has an assembly based on population and a
judicial high court. Nigeria is further divided into 774 local govern-
mental areas. The local-level government councils are responsible
for providing basic governmental needs and services and are de-
pendent on the federal government for funding.®

The federal government’s job is to provide national services and
funding to the lower echelons of government. In turn, the local gov-
ernments are responsible for basic services such as police, health
care, and education.

Political Parties

There are several political parties in Nigeria. The People’s Demo-
cratic Party (PDP) is the current majority party. As of 2009, it holds
the presidency, the Senate, and the House. The closest opposition
party is the All Nigeria People’s Party (ANPP). Muhammadu Buhari
was the 2007 presidential candidate for the ANPP. Buhari set a
new precedent in Nigeria for a leader of a party not in power, be-
coming the “voice of the constructive opposition.” In an amazing
precedent, despite the very questionable legitimacy of the 2007
election, Buhari commanded his followers not to take to the
streets.® The other main political party is the Action Congress, led
by former vice president Atiku Abubakar.

Officially, there are 51 registered political parties in Nigeria. To
qualify as an official political party, its leadership must show that
it has officers in at least two-thirds of the 36 states.” Even though
there are 51 officially registered political parties in Nigeria, the top
three parties represent 97 percent of the Nigerian electorate.®

Legitimacy

One of the main issues affecting the current political control of
the Third Republic is legitimacy. Specifically, the elections of 1999,
2003, and 2007 were steeped in violence and fraud. International
observers of the 2007 election, such as former US president Jimmy
Carter, were invited with the intent of gaining international legiti-
macy. Yet, even with these observers present, voting boxes were
stolen; many districts reported more votes than they had registered
voters; and there was rampant vote buying, ballot box stuffing, and
voter intimidation.

Nonetheless, the 2007 elections produced a nationally respected
leader who has no apparent public ties to corruption. Many feared
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that Yar’Adua was simply a front man for Obasanjo, the leader un-
der whom he served as vice president. Yet Yar’Adua enhanced his
legitimacy by upholding the rulings of the state high courts that
addressed the election irregularities, removing several of his party
from power; he subsequently distanced himself from Obasanjo by
reversing several of his policies and by appointing a well-regarded,
high-level commission to again overhaul the electoral system.®

Governance

With limited industrial development and oil production con-
signed mainly to the southern states, 90 percent of funding to the
states and localities is provided by the Nigerian federal govern-
ment, largely from oil export revenues. Much of this funding is
provided through a complex federal oil wealth-sharing program in
which each of the 36 states has calculated shares. These shares
are based on a formula which includes population, level of develop-
ment, and sources of oil revenues.!'° However, the state governors
are given the budgeting and distributing powers for this money,
and as a result, much of the oil wealth has flowed to the members
of the predominant political party, the PDP. Thus, defections from
one political party to the one currently in power are not uncom-
mon.!! By the time the money flows through the political system,
there is normally little left for the local governments to provide re-
quired basic human services.

Nigeria is progressing in making the entire revenue system more
transparent. Three years into his administration, President Obasanjo
initiated the Nigerian Extractive Industries Transparency Initiative
(NEITI) and began publishing revenue transfers between the fed-
eral, state, and local governments. NEITI is mandated by law to
promote transparency and accountability in the management of
Nigeria’s oil, gas, and mining revenues.'? President Yar'’Adua
pledges to uphold this transparency and serves as minister of en-
ergy to oversee this vital area.!?

This new level of transparency revealed that the national gov-
ernment failed to provide the country with basic human services,
transportation, and industrial infrastructure. As a result, Nigeria
is fraught with substandard roads and rails. The national power
grid is just as bad, leaving most Nigerians with little or inconsis-
tent electrical power.!* Telecommunications have improved but
still provide only 16 million fixed and mobile phones for a popula-
tion of 135 million. Additionally, airline service is limited to the
major cities.!®

President Yar’Adua’s seven-point plan concentrates on exactly
what previous national Nigerian governments failed to provide for
the Nigerian people: power/energy, food security, wealth creation,
a transport sector, land reforms, security, and education (see ap-
pendix A). The president’s overall governing intent is “to deepen
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democracy and the rule of law; build an economy driven primarily
by the private sector, not the government; display zero tolerance for
corruption in all its forms; and finally, restructure and staff gov-
ernment to ensure efficiency and good governance.”!¢

The Politics of Diversifying the Economy

Between 90 and 95 percent of Nigeria’s current export earnings
are from oil and other petroleum products. In turn, the oil exports
are 80 percent of the government’s revenues.'” Oil has become al-
most the singular export product due to the collapse of the north-
ern textile and manufacturing industries. These industries failed
as financiers shifted their investment capital to the oil sector and
to other regions in Africa and Southeast Asia. The northern
economy remains based on agriculture and suffers from a lack of
infrastructure, as does the south.!® While the oil industry provides
the lion’s share of wealth to Nigeria, it only employs an estimated
35,000 people, or less than 6 percent of the population.!®

The current government agenda calls for industrial diversifica-
tion, and the government has made positive improvements in this
area. Non-oil growth accounted for 8.9 percent in 2006 and was
estimated to reach 10.4 percent by 2009.2° This diversification may
expand if the government not only modernizes the oil industry but
also leverages advances in commercial farming and excavation of
solid minerals. Nigeria boasts large deposits of bitumen, columbite,
tin, and kaolin. Further, Nigeria possesses large natural resources
of developable coal, gold, diamonds, bauxite, gypsum, barite, zinc,
aluminum, copper, and salt.2!

The oil revenue-sharing program provides little incentive for the
states to produce anything else. Prior to independence, states were
able to keep all of the revenues that were gained within their state.??
With the oil boom and strict adherence to federalism, Nigeria
started the revenue-sharing program. While revenue sharing pro-
vided much needed government funding to the nonlucrative agrarian
north, it also intensified ethnic tension with the oil producing
south, which appears to resent the transfer of wealth. This resent-
ment gave birth to an active insurgency in the Niger Delta region
which now threatens oil production throughout the south.

Political Summary

Nigeria is stepping into the twenty-first century with hope, a
growing economy, and a strong leader heading its national govern-
ment. Nigerians appear to be working to turn this hope into action.
Their governmental leaders have shown strength and appear to have
the moral courage to counter corruption with new tools such as the
EFCC, NEITI, and the Independent National Electoral Commission
(INEC). These tools have been forged from the dismal failures of the
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previous regimes and are strengthened with the promise of trans-
parency and accountability at the highest levels. Yet Nigeria must
leverage its lucrative oil economy to diversify a very narrow econ-
omy rather than merely reap monetary benefits from a finite, non-
renewable resource.

Consequently, the main variable in Nigeria’s future that will de-
termine if the country succeeds as a democracy or fails as a state
is the government’s ability to provide good governance. If Nigeria
uses its national treasures and oil wealth properly, its people and
institutions may yet prosper. Yet reduced oil prices and the global
recession of 2007-10 will likely delay universal prosperity in the
difficult years ahead. Nigeria’s future will be shaped by the ability
and willingness of elected officials and their supporters to provide
professional governance and security to Nigeria’s people while
building solid infrastructure and diversifying the economy. Nigeria’s
political success could be a model for all future democracies desir-
ing to leave their corrupt civil-military dictatorships behind. Political
success creates conditions for economic progress. In Nigeria’s case,
its failure could affect the entire world.
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Chapter 5

Nigeria’s Economy
Col Daniel B. Gordon

Nigeria has been called the best example of the “paradox of
plenty.” Its natural resources, especially its light “sweet” crude oil,
create great wealth that begets “extravagant corruption, deep pov-
erty, polarized income distributions, and poor economic perfor-
mance.”! Largely because of this paradox, Nigeria has not achieved
its economic potential.

Instead of capitalizing the revenue from its oil sales to grow into
a strong, stable, and democratic country, Nigeria has instead be-
come infamous for its numerous military coups, lawlessness, ram-
pant corruption, extreme poverty, and ubiquitous 419 fraud
schemes.? The US State Department views Nigeria's lack of eco-
nomic development as a result of “decades of unaccountable rule.”?

Consequently, frustration runs high, thus contributing to Nige-
ria’s many internal conflicts. While some have been ethno-religious
and community conflicts, the primary underlying source of tension
in the country is the uneven distribution of wealth from oil reve-
nue.* The International Crisis Group (ICG) notes the flow of money
is going to a small fraction of the populace, and, as a result, the
majority of Nigerians have only two options: “fatalistic resignation
or greater identification with alternative hierarchies based on eth-
nicity, religion, or other factional identities.”®

Nigeria’s Economic Landscape Today

At the macro level, Nigeria’'s economy is problematic. Poverty levels
are high, and individual and national prosperity has been hindered by
rampant corruption, underdeveloped and insufficient human services
and industrial infrastructure, overreliance on a single commodity
(oil), a poor education system, and an ever-growing youth bulge. On a
positive note, the government has instituted an improved economic
policy framework, and the economy has seen robust growth, low infla-
tion, and better investor confidence. In addition, record-high oil prices
have, in the past, generated greater-than-expected revenues.

Significant Economic Problems

Poverty in Nigeria is a major problem and the cause of internal
tension. Average Nigerian per capita income is $1,149 per year,® an
astonishing figure considering the approximately $45 billion the
country receives in annual oil revenues.” Again, Nigeria is not a
homogeneous nation, so its poverty is not affecting the entire pop-
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ulation equally. Thus, it is important to consider poverty statistics
at the regional and subregional level. The Central Bank of Nigeria
reports that northern Nigeria has higher poverty levels than the
rest of the country (see tablel).®

Table 1. Poverty level percentages by region (1980-2004)

Nigerian Region 1980 1985 1992 1996 2004
South-Central 13.2 45.7 40.8 58.2 35.1

South-East 12.9 30.4 41.0 53.5 26.7
South-West 13.4 38.6 43.1 60.9 43.0
North-Central 32.2 50.8 46.0 64.7 67.0
North-East 35.6 54.9 54.0 70.1 72.2
North-West 377 52.1 36.5 772 711

While the poverty gap between north and south had almost
closed in the early 1990s, the gap has widened again this century.
Nigeria’s Central Bank has determined that elevated poverty rates
are highly correlated with literacy rates, the average size of the
household, and “orientation to private-sector led wealth creation
as opposed to dependence on government assistance.” In other
words, higher poverty rates were found in regions where depen-
dence on government was greatest.

A 2007 University of Oxford study concluded that economic in-
equalities in Nigeria are also due to discriminatory allocation of
government projects, different access to key sectors of the economy,
as well as unintended consequences of macroeconomic policies.!©
As researchers conducting field studies with the local population
found, perceptions among the Nigerian people, regardless of eth-
nicity, are really more important than actual statistics. It is inter-
esting to note that although southern Nigerians are much less
poverty-stricken than their northern brethren, they view themselves
as less well-off (see table 2).!!

Table 2. Self-assessment of poverty status versus actual incidence
(percentage of populace)

ZONE Self-Assessment Actual Incidence
North-West 719 7117
North-East 81.8 72.16
North-Central 80.0 66.97
South-West 71.5 43.01
South-East 776 26.74
South-South 74.8 35.06
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These perceived and actual poverty rates have directly led to ris-
ing tension and conflict, particularly in the oil-producing regions in
the south.!? The recurring insurgency, now led by MEND in the
Niger Delta region in southern Nigeria, has received the most re-
cent attention.

First organized in 2005, MEND appears to be an umbrella group
for a number of indigenous rebel groups in the Niger Delta region.
Labeled as a criminal organization by the Nigerian government,
MEND is composed mostly of disaffected unemployed youth in the
Delta region. Young people from other areas of the country are
drawn to the group, as tales of their exploits are made known
through the press and by word of mouth.!® The group appears to
use attacks on critical oil infrastructure, kidnapping or murder of
oil personnel in the region, and attacks on offshore oil platforms in
the Gulf of Guinea to disrupt oil production. Their actions are de-
signed to create price spikes in the international oil market!* and
perhaps even induce an artificial Hubbert peak.!s

MEND seeks redress for the environmental degradation caused
by oil production in the Niger Delta region. It also intends to force
the Nigerian government to return a greater share of the nation’s
oil profits to the region. The cumulative effects of numerous oil
spills (reports indicate up to 2.5 million barrels spilled between
1986 and 1996) have limited clean water access for the people of
the Delta region and have depleted most of their fishing stocks.!®
Further, while the oil producing states receive one-third of the oil
derivation funds, the amount of money making its way down to the
local populace is minimal due to corruption and mismanagement.'”
In fact, one recent estimate indicates the Nigerian government is
losing $14 billion a year in oil revenues as a result of corruption
and crime.'®

In an attempt to force the government to address these twin
problems, the insurgency has targeted Nigerian military forces, oil
company personnel, and oil facilities and related critical infra-
structure. At times insurgents have successfully reduced oil pro-
duction capacity by up to one-third.!® The insurgency funds its
arms and sustainment mostly through the sale of “bunkered” oil it
steals from Nigeria’s largely unguarded pipelines.2°

Nigeria’s economic success has been limited by rampant corrup-
tion and a culture of impunity where anything goes.?! Nigeria’s
grossly underdeveloped infrastructure, particularly its electricity
capacity, is a major limiting factor for growth due to both a lack of
production capability and transmission capacity. For comparison,
Nigeria’s per capita power output is estimated at 82 kilowatts (kW)
annually compared with an average of 456kW in other sub-Saharan
African countries and 3,793kW in South Africa (see table 3).22 This
is a considerable factor in the lack of economic development and
high levels of poverty, which trigger conflicts throughout Africa’s
most populous country.??
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Table 3. Infrastructure status in Africa?

Sub- Low- High-
South |Saharan| Income Income
Nigeria | Africa | Africa |Countries | Countries

Electric power consumption kW per capita (2001) 82 3,793 456 317 8,421
Road-to-population ratio 1000km per million 1.1 8.5 2.6 — —
people (1995-2001)

Paved primary roads — percent of roads (1995-2001) 30.9 20.3 13.5 16 92.9
Telephone — mainlines per 1,000 people (2002) 6 107 15 28 585
Access to sanitation — percent of population (2000) 54 87 54 43 —
Access to safe water — percent of population (2000) 62 86 58 76 —

President Yar’Adua acknowledged this problem, stating that “our
abysmal infrastructural challenge remains the greatest impedi-
ment to economic growth” and has caused “higher costs of doing
business, declining rates of capacity utilization, and lower quality
of life for a majority of our population.”?”® The president’s assess-
ment is borne out by the UNDP Human Development Index (HDI),
which ranks Nigeria 159th of 177 surveyed countries.?®

Most troubling for Nigeria’s future is the education system, which
is in a state of collapse.?” The annual federal government spending
on health and education is only 1 and 3 percent of expenditures,
respectively.?® The responsibility for both programs now lies with
local officials who have demonstrated an inability to improve the
situation. The net result is high disease mortality rates and a “top
20” economy with a societal literacy rate of only 57 percent.?® With
disproportionate population growth in the Islamic north,*° the
youth bulge, high unemployment, and economic disparity are likely
to worsen in the future.

A final and perhaps paramount weakness in Nigeria’s current
economy is its overreliance on a single commodity—petroleum. As
the world’s eighth largest oil exporter, with oil accounting for over
80 percent of federal government income, 52 percent of the gross
domestic product (GDP), and up to 95 percent of export earnings,>!
high oil prices generate ample revenue for Nigeria, but its economy
depends so heavily on its oil sector that any disruption to this reve-
nue stream will almost always have significant ramifications. ICG
notes that a failure to diversify the economy, widely fluctuating oil
prices with prices spiking to over $147 a barrel in July 2008 fol-
lowed by a rapid decline to under $50 per barrel in 2009, and cor-
ruption all have firmly placed Nigeria into “a development trap.”32

Positive Economic Trends

Even with these weaknesses and ongoing issues, Nigeria’s economy
has enjoyed some positive developments and trends over the last five
years. Implementation of an improved policy framework and new
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policies is leading to steady growth, low inflation, and better investor
confidence. From 2002 to 2008, GDP growth ranged between 3.8
and 6.5 percent, inflation dropped from 18 to 11 percent (2009), and
the population increased (a key ingredient for economic growth)
from 130 to nearly 140 million.*® In 2009 Nigeria’s economy slowed
considerably as the global recession substantially reduced the price
of 0il—GDP growth was a relatively anemic 1.9 percent.*

Overall though, this performance has emboldened the Nigerian
leadership to trumpet “Nigerian Vision 20: 2020,” in which Nigeria is
to become a top 20 global economy by the year 2020.2° This vision links
up well with the Bank of Nigeria’s position that “sound economics is
excellent politics,” with prosperity required to establish an enduring
democracy and a per capita income of $1,000 as the threshold.?®

To continue this positive momentum, President Yar’Adua has
announced his reform priorities, several of which, if successful,
will improve the economy. The most critical of these is improving
electric power generation and distribution and winning the fight
against corruption. President Yar’Adua stated that Nigeria would
require an estimated annual infrastructure investment of $6-9 bil-
lion per year.’” While Nigeria’s fight against corruption to date has
resulted in 130 convictions for fraud and the arrest of over 2,000
others responsible for illegal scams, it is clear the problem needs
continued attention if it is to be decidedly reduced.®

The 2008 high oil prices were a major boon for Nigeria’s economy.
With prices rising to more than $147 per barrel in July 2008, the
influx of oil profits quickly improved government revenues. Nigeria
created the Petroleum Equalization Fund to properly invest its oil
windfall, most notably to finance the budget deficit and increase
savings.?® Nigeria also implemented an oil-price-based fiscal rule,
basing government expenditures on a conservative oil price bench-
mark to diminish the impact of significant oil-price fluctuations on
the domestic economy.*® In fact, despite rising oil prices, Nigeria’s
2007 budget was based on $40 per barrel.*!

Although oil prices briefly retreated below $50 per barrel in early
2009, the long-term outlook for continued high oil profits is posi-
tive, as demand will generally continue to climb while Organization
of Petroleum Exporting Countries (OPEC) and non-OPEC marginal
producer sources of supply decrease.*? Properly invested, excess
funds can be used to improve infrastructure, provide better ser-
vices for the Nigerian people, strengthen education and health
care, and even diversify the economy.

President Yar'’Adua’s priority of fighting corruption is a continua-
tion of an effort initiated by his predecessor, Obasanjo. Government
activities to stem corruption appear to have yielded some positive
results (see figure 8), as there has been a measurable decrease in
the percentage of firms reporting high bribery activities in the impor-
tant taxation, procurement, and judiciary sectors.*® Although cor-

43



=

& - =
]

Percentage of firms reporting high Bribery

Brberyin  Briberyin  Briberyin Brberyin  Beiberyin
Trade Feamits  Utilities Tamation  Proourement  Juchglary

B0 D2001 WM 02005

Figure 8. Nigeria bribery in selected sectors. (Reprinted from briefing, Danny
Kaufmann, “Nigeria in Numbers—the Governance Dimension: A Preliminary and
Brief Review of Recent Trends on Governance and Corruption,” Abuja, Nigeria, 12
October 2005.)

ruption is rampant throughout Nigerian society, there is still much
to do before the government can claim victory.

Nigeria’s Economic Landscape

As addressed above, Nigeria’s social and development problems
have stunted its economic growth. The good news for Nigeria is
that, over the next 20-25 years, the confluence of increasing de-
mand for oil and other natural resources and greater globalization
will create a strategic environment favorable for Nigeria to realize
its potential and become a global economic power.

At the macro or global level, the World Bank projects that eco-
nomic integration through globalization will continue through the
year 2030 with global GDP increasing 2.9 percent annually and
developing countries, such as Nigeria, experiencing the greatest
economic growth.** In spite of the global recession which hit hard
in 2008 and 2009, the World Bank notes that the region’s projected
growth over the next few decades and implications for global pov-
erty reduction are “nothing short of astounding,” with the total
number of people living in poverty being cut in half, despite con-
tinuing population growth.*®
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Will Nigeria Become a Top 20 Economy?

This positive attitude extends to Nigeria’s economic growth.
Goldman-Sachs, the global investment bank which projected the
economic rise of Brazil, Russia, India, and China (BRIC), has iden-
tified 11 additional countries with great potential to emerge as eco-
nomic forces—Nigeria is one of these 11 countries.*¢ In its Decem-
ber 2005 update to the original BRIC assessment, Goldman-Sachs
provided an in-depth analysis of Nigeria’s potential for rapid eco-
nomic growth and the difficulties Nigeria may experience in achiev-
ing and sustaining the prerequisite conditions permitting the
growth to happen.*” To make its assessment, Goldman-Sachs mod-
eled projections of GDP, real GDP growth, income per capita, incre-
mental demand, and exchange rate paths. The results of the model
predict that Nigeria has the potential to become the 20th largest
economy in the world by 2025 and the 12th largest by 2050.4®

In terms of real GDP, Goldman-Sachs projects growth to acceler-
ate between 2005 and 2030 from an average of 5 percent per year,
over the next five years, to 6.6 percent per year between 2025 and
2030.%° This would increase Nigeria’s GDP from $94 billion today to
$556 billion in 2030.%° Even with its rapid population growth, GDP
per capita has the potential to more than triple between 2005 and
2030, from $733 to $2,405.5' These positive numbers provide a
basis for the Nigerian government’s economic optimism.

However, Goldman-Sachs also assessed the conditions of each
of the Next Eleven (N-11) countries necessary to achieve and sus-
tain solid economic growth. Goldman-Sachs developed a growth
environment score (GES) to summarize the overall economic envi-
ronment, based on the notion that “strong growth is best achieved
with a stable and open economy, healthy investment, high rates of
technology adoption, a healthy and well-educated workforce, and a
secure and rule-based political environment.”? Goldman-Sachs
considers five basic areas: macroeconomic stability, macroeconomic
conditions, technical capabilities, human capital, and political
conditions.?® Of the 15 emerging countries (BRICs plus the N-11),
Nigeria was dead last with a GES index of 2.6 out of seven. The
mean score was 3.8.5*

A closer look at the GES scores reveals Nigeria scored close to
the mean for macroeconomic stability and conditions but scored
at the bottom or next to last in technological capabilities (integra-
tion of personal computers, telephones, and Internet), human
capital (education and life expectancy), and political conditions
(political stability, rule of law, and corruption).®® Successful im-
plementation of President Yar’Adua’s priorities for battling cor-
ruption and upgrading the nation’s electrical power production
and transmission grid will likely improve the political conditions
and technological capabilities of Nigeria. However, because of the
lack of diversity in the Nigerian economy, these and other gains
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rely completely on Nigeria’s oil and gas revenues. One important
lesson from the Goldman-Sachs study is how critical it is for Ni-
geria to address each of these issues now in order to secure for a
positive future.

A Positive Energy Outlook

Focusing on demand first, both Exxon Mobil (the world’s largest
oil company) and the US Department of Energy (DOE) agree that
world energy consumption is projected to grow by approximately
43 percent between 2006 and 2030.5 The global energy mix is not
expected to change significantly over the next few decades, with oil,
gas, and coal continuing as the predominant sources of energy.”
This increase in demand will occur even with high oil and natural
gas prices—prices that are likely to increase beyond their 2008
peak in the mid and long term.5®

Like other members of the OPEC cartel, Nigeria is one of the
world’s largest producers of light sweet crude oil. Because of its
lower sulfur and hydrogen content, sweet crude oil is much easier
and cheaper to refine into gasoline and other high-demand petro-
leum products than heavier “sour” crude oil. Thus, Nigerian oil is
very much in demand by most of the world’s advanced economies,
including the United States.

With the stage set for global energy demand to increase over the
long run, Nigeria is poised to reap the economic benefits. Some of
the world’s other major oil producers have started to see their
“wells run dry.” According to the DOE, Europe’s primary oil pro-
ducing countries (Norway and the United Kingdom) have already
experienced production peaks, with their combined outputs drop-
ping to less than a third of their peak outputs by 2030.%°

In fact, utilizing the reserve-to-production ratios in the DOE’s
2007 International Energy Outlook, the following countries may
no longer be producing oil in large quantities by the year 2030:
Russia, United States, China, Mexico, Algeria, Brazil, Canada,
Angola, Indonesia, Oman, Malaysia, Argentina, Kazakhstan, and
India.®® This means the world’s major oil producers in 20 years
may be limited to Nigeria, Venezuela, Libya, and the Middle East
countries of Saudi Arabia, Iran, Iraq, United Arab Emirates, Ku-
wait, and Qatar.5!

A report by the National Petroleum Council (NPC), an oil and
natural gas advisory committee to the US Secretary of Energy,
states, “In addition to projected Saudi Arabian production, signifi-
cant conventional oil production increases from Iraq, Iran, Venezu-
ela, and Nigeria will be needed to meet projected global demand in
2030.7%? As a producer of light sweet crude oil, Nigeria recognizes
this opportunity and is targeting an increase in its current proven
reserves and production capacity from 35.9 billion barrels and 2.6
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million barrels per day (MBPD) to 40 billion barrels and four MBPD,
respectively, by 2010.%3

In a longer-term outlook, growth in Nigerian oil production has
been estimated to increase to as much as five MBPD by 2020.5
From the US perspective, oil imports from Nigeria and its West
African neighbors could rise from 15 percent of all oil imports to
25 percent by 2015.%° This is due in part to three facts: oil from
the Nigeria region is high-quality sweet crude, so it is easier to
“crack” and distill than heavier sour crude; it takes one third
the time to reach the American market compared to oil from the
Middle East;®¢ and Nigeria’s oil offers better potential for stability
vis-a-vis the Middle East.

While oil is the main focus of the energy market now, natural gas
is quickly gaining in importance. The advances made in the ability
to produce and transport liquefied natural gas (LNG) have made it
a more viable energy source. Demand is expected to increase to 50
percent of total gas trade by 2030.%” Nigeria is already the world’s
seventh largest LNG exporter,®® and it is expected to increase its
natural gas output by approximately 50 percent by 2011.5°

With a projected 60 percent increase in energy demand by 2030,
the next major question for Nigeria is what the price of oil and
natural gas will be over that time frame. While speculation, energy
usage, stockpiles and reserves, the strength of the US dollar, and
economic growth drive great volatility in the fossil fuel markets,
most analysts expect rising prices over the long term. As previously
mentioned, the decline of oil production in a number of countries
will increase the share coming from the OPEC nations of the Middle
East.” In this case, OPEC could wield unprecedented power, which
will likely not only cause prices to escalate but also increase price
instability in the future.”!

In addition, the dwindling oil sources mean transoceanic oil
flows will more than double by 2030 (reaching 65 MBPD), thereby
increasing transport costs and concomitantly the risk of disruption
at major maritime chokepoints and even piracy on the high seas.”
CountryWatch forecasts oil prices to be as high as $130 a barrel in
2030.7® The DOE notes that rising oil prices will, in turn, increase
the demand for and eventually the price of natural gas, as it re-
places liquid fuels in the industrial and electrical power sectors.”

The projected rise of fossil fuel demand and the corresponding
increase in prices, combined with Nigeria’s production output
growth, will increase available revenues for Nigeria to use in achiev-
ing President Yar’Adua’s reform priorities. President Yar’Adua
stated that Nigerians “are totally committed to transforming Nige-
ria into one of the world’s 20 largest economies by 2020!””> While
this may not be achievable (President Yar’Adua acknowledges this
requires a minimum average growth rate of 15 percent while the
best economic rate Nigeria has achieved in recent history is 10 per-
cent), growth rates anywhere near 15 percent will allow him to ac-
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celerate his reform priority of infrastructure improvement.”® This
will then lay the foundation for economic diversification, since
Nigeria’s lack of infrastructure is acknowledged by global econo-
mists to be one of the main impediments to economic growth out-
side the oil and gas industries.

A Widening North-South Gap

As Nigeria’s economy grows, there will be several factors that
widen the previously discussed poverty gap. The first is education.
The USAID reports the northern states are providing little in the
way of formal schooling for their children. The agency’s statistics
show the percentage of the population in the three northern re-
gions having no education at all ranges from 40 to 70 percent, with
only 10 to 15 percent having completed primary school. Conversely,
the southern states are educating about 80 percent of the popula-
tion, with over 20 percent completing primary school and half of
those going on to complete secondary education.””

While the south’s education is poor compared to Western stan-
dards, it far exceeds the north. Combined with disproportionate
population growth in northern states” and a worsening national
youth bulge,” a growing segment of the north’s population will be
young unskilled workers. As the World Bank points out, “Even
though wages of unskilled workers in virtually all countries have
risen as productivity has increased with globalization, the un-
skilled have received wage increases that are lower than those for
skilled workers—and they have experienced greater difficulty in
sustaining their employment.”®® Thus, the economic disparities be-
tween Nigeria’s north and south, particularly in employment op-
portunities, are likely to worsen in the future.

A History of Violence

As Nigerian history has proven, differences (actual or per-
ceived) in economic and social development between the north
and south can be the catalyst for conflict. These differences have
directly led to fighting resulting in over 12,000 casualties and 3
million displaced people since 1999.8! The ICG asserts this
bloody history has left Nigerians concerned that future factional
violence will cause the state to fail.®? Similarly, any future
lengthy and significant reduction in the price of oil is of great
concern for Nigeria as it becomes increasingly dependent on oil
revenue and the pressure to spend revenue to improve overall
economic growth and employment rises.?

Falling oil prices proved to be the fatal catalyst for the 1982 col-
lapse of Nigeria’s government. The drop in revenue caused govern-
ment services to deteriorate, and the overall economy worsened to
the point that a military-led coup was carried out.?* Nigerians have
already experienced several government failures based on econom-
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ics. Economic fault lines remain and grow deeper as corruption
and widely fluctuating oil prices siphon off resources needed to
improve human service and industrial infrastructure, fund human
services and education, and diversify the economy.

Plummeting Fossil Fuel Prices

The collapse of oil prices, and to a lesser degree gas prices, is a
key factor in Nigeria’s boom-to-recession scenarios. While global
demand and regional instability, some driven by MEND actions,
may force prices up, there are factors such as the growing concern
over climate change and new renewable energy technologies that
may work to constrain the rise in oil prices over the long term. Ad-
ditionally, global recessions, like the one experienced between
2008 and 2010, may further suppress oil prices. How these forces
interact will determine the market value for fossil fuels and will, in
a single commodity economy, largely dictate Nigeria’s economic
and political future.®®

Many of the renewable energy sources in use or under develop-
ment throughout the world today were born out of the energy cri-
ses in the early and late 1970s. While the last three decades have
yielded only modest investments and fielding of these technologies,
the record-setting prices over the last four years have again put
these technologies back under the spotlight.s¢

Political will notwithstanding, one of the biggest obstacles to re-
newable energy has simply been development and implementation
costs—as long as oil remained relatively inexpensive, there was
little incentive for industry and consumers to pay higher prices for
non-fossil-fuel energy and its associated technologies. In May
2009, the DOE projected oil prices could begin rising again soon,
reaching prices potentially as high as $200 per barrel (constant-
year dollars) in 2030.%7

Even with today’s relatively high cost of fuel and widely fluctuat-
ing prices with moderate relief in sight, the DOE predicts renew-
able energy sources will only capture an additional 1 percent of the
overall market (increasing its share from 7 to 8 percent) by 2030.%8
Studies by ExxonMobil and the NPC also show only a small market
share for renewable energy sources.®

However, these analyses appear to have three notable flaws.
First, most studies only evaluate the renewable penetration into
markets as a function of a void filler where renewables are used to
supplement fossil fuels when oil and gas cannot meet energy de-
mands. The second flaw is that estimates are using linear methods
for predicting the introduction and use of new technology and are
thus underestimating the likely exponential rate of technology de-
velopment. Finally, both ExxonMobil and the NPC are heavily in-
vested in the oil economy and stand to profit from any rise in oil
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prices; thus, any analyses they sponsor about alternative energy is
arguably suspect.

The truth is that global growth in renewable energy investment
and fielding indicates alternative energy technologies are becoming
viable alternatives to fossil fuels, not just supplemental energy
sources. Excluding large hydropower projects, renewable energy
facilities generated 15 percent more electricity than in 2007; wind
energy is currently growing at 25-30 percent annually with an 11-
fold capacity increase over the last decade; and solar-photovoltaic-
generated electricity (grid tied) grows 50-60 percent each year.*

Ray Kurzweil, a renowned futurist, notes that solar power alone
“has the potential to provide the bulk of our future energy needs
in a completely renewable, emission free, and distributed manner”
by the year 2030.°! In 2005 Kurzweil stated that the energy sector
will “become governed by the law of accelerating returns,” where
the pace of technology changes exponentially, not linearly.??
Echoing Kurzweil, the investment bank Jefferies Group expects
short-term solar panel production to double in 2008 and double
again in 2009.%3

The final major problem of fossil fuels is the growing concern it
is having on climate change. The DOE projects a 59 percent in-
crease in carbon dioxide emissions between 2004 and 2030.%* Lob-
bying by environmental groups has successfully attributed climate
change to melting polar ice caps, severe droughts, desertification,
and destructive deadly storms. The emission of greenhouse gasses
as fossil fuels are burned is increasingly a political concern, driving
world leaders to seek solutions to this problem, with an emphasis
on renewable or clean energy sources.

Some see renewable energy as the primary economic path for
the future. In December 2007, over 200 nations attended the UN
Climate Change Conference in Bali, Indonesia, and developed the
“Bali Roadmap” as a path to address climate change, calling it
“the defining human development challenge of the twenty-first
century.”®® Two years later, almost 200 nations attended the UN
Climate Change Conference in Copenhagen, Denmark, in an ef-
fort to establish carbon emission limits and an international fund
to help developing nations curb their carbon and other green-
house gas emissions.

A new US presidential administration and Congress have in-
creased political rhetoric and could successfully enact new policies
and laws to encourage the use of alternative sources of energy,
especially renewable sources.®® Deutsche Bank predicts govern-
ment efforts to reduce climate change will become a catalyst for
creating a “megatrend” investment opportunity. In fact, renewable
energy investment likely exceeded $100 billion globally in 2007,
and global financiers began “the shift away from a carbon-based
economy”; renewable energy is a “megatrend that will shape the
asset management industry for many years.”%”
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Economic Summary

Over the next 20 years, Nigeria's economy could well grow to be
among the world’s 20 largest. This success will be built on the ex-
port of oil and gas and the development of sufficient infrastructure
to allow a slow, but steady growth in economic diversification. The
non-fossil economy will be almost entirely based in the more pros-
perous southern states, while the northern states will continue to
depend on government assistance.

By the year 2030, global use of renewable energy sources may
cut demand for oil and natural gas, forcing a large price drop in
Nigeria’s main export and, in turn, reducing government reve-
nues. This will widen the existing north-south economic gap, ex-
acerbate tensions in the Niger Delta region, and serve as a cata-
lyst for violence that may once again make a civil war imminent
unless the Nigerian military maintains a state of readiness to
forestall such an outcome.
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