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Nigeria: Economic situation
After years of sustained growth, Nigeria has become Africa's biggest economy, but is currently
experiencing the strong impact of declining oil prices. The share of the oil and gas sector in the
economy has diminished, but the sector remains the main source of foreign exchange and federal
government revenues. The country is yet to transform its economy into a diversified and
competitive modern economy.

Main economic indicators
GDP (PPP), billion Int$, 2014 GDP (PPP) per capita,

2014
6 031 Int$
GDP Growth, 2014
6.3%
Forecast GDP Growth,
2015
4.75%

Inflation (CPI), 2014
8.1%
Ease of doing business
ranking, 2015
170 out of 189

Unemployment rate (% of
total labour force)
(2010-2014)
7.5%
Current account balance (%
of GDP), forecast 2015
2.2%

Data source: All data are from IMF, World Economic Outlook, April 2015, except Ease of doing business and Unemployment rate,
which originate from the World Bank. NB An 'international dollar' (Int$) would buy in the country concerned a comparable amount of
goods and services a US dollar would buy in the United States.

From a classic case of 'resource curse', to Africa’s biggest economy
Nigeria was long known as a leading example of a country suffering from the 'resource curse'. Despite huge
oil wealth, it was for a long time unable to substantially improve its economic situation, and between 1970
and 2001 its per capita GDP even fell slightly. Economic mismanagement (including price controls for basic
agricultural commodities, foreign exchange controls, and long periods of high budget deficits), endemic
corruption and internal conflicts were among the main causes of this unsatisfactory performance. After
Nigeria's return to democracy in 1999, important economic reforms were introduced, helping it to fight off
economic stagnation. Since then, it has had sustained growth, hovering at 6-7% per year, above the average
population growth rate of around 3%. Among the most important measures taken has been the introduction
of the oil-price-based fiscal rule, whereby the national budget was based on a conservative (i.e. lower)
estimate for the price of oil, with savings being transferred to a special account to be used in more difficult
times. Another such measure has been the signing of the Extractive Industries Transparency Initiative – an
international standard for openness concerning the management of revenues from natural resources,
overseen by a multi-stakeholder group. In 2005, Nigeria obtained the write-off of a significant part of its
external debt.
Nigeria boasts the highest foreign direct investment within sub-Saharan Africa. Launched in 2010, its official
development agenda, Nigeria 20:2020, aims to place it among the world's top 20 economies by 2020, with a
GDP of US$900 billion and a per capita income of no less than US$4 000 per year.
In 2014, Nigeria's National Statistics Bureau recalculated its GDP to incorporate new sectors such as
telecommunications and film-making. This led to a substantial revision of the national GDP, which almost
doubled, making Nigeria Africa’s biggest economy, ahead of South Africa. This did not necessarily make
Nigeria a prosperous nation, however. With an estimated population of over 173 million in 2013, the country
is also Africa's most populous nation. Development is unequally distributed across Nigeria's territory and
only a few areas (more particularly the state of Lagos and the oil-rich Delta region) are relatively prosperous,
but also marked by high inequality, while the northern regions tend to be poorer.

http://www.imf.org/external/pubs/ft/weo/2015/01/weodata/index.aspx
http://www.doingbusiness.org/data/exploreeconomies/nigeria
http://data.worldbank.org/indicator/SL.UEM.TOTL.ZS
http://www.imf.org/external/pubs/ft/wp/2003/wp03139.pdf
http://www.nigerianstat.gov.ng/pages/download/60
http://www.imf.org/external/pubs/ft/fandd/2008/12/okonjo.htm
http://neiti.org.ng/
http://www.ey.com/Publication/vwLUAssets/EY-Nigeria-Country-Report/$FILE/EY-Nigeria-Country-Report.pdf
http://www.nationalplanning.gov.ng/images/docs/NationalPlans/nigeria-vision-20-20-20.pdf
http://data.worldbank.org/country/nigeria
http://www.globalpost.com/dispatch/news/regions/africa/nigeria/130215/warri-nigeria-oil-rich-poor-great-divide-income-gap
mailto:eprs@ep.europa.eu
http://www.eprs.ep.parl.union.eu/
http://epthinktank.eu/
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Drivers of growth
Oil and gas are Nigeria's main sources of wealth. It holds
2.2% of the world's proven oil reserves and 2.7% of its gas
reserves. In recent years, however, the oil sector has not
grown significantly. In 2014, for example, economic growth
was mainly driven by the non-oil sector, with services
accounting for more than half of the growth, while the
industrial sector was responsible for around 30% (its biggest
contributors being the textile, apparel and footwear
industries).
Even though agriculture employs more than 70% of the
population, it is dominated by unproductive subsistence

farming. Before the discovery of oil reserves, Nigeria used to be an important agricultural exporter, but
today agricultural goods – mainly cocoa, rubber and shea nuts – account for a small share of total exports.
The level of industrialisation in Nigeria is low. After crude oil and natural gas, the main components of the
industrial sector are food and construction. Manufacturing accounts for under 10% of total GDP, and
manufacturing capacity is grossly under-used, especially in the textile, fertiliser and refining sectors. The
textile industry had lost its importance, but is growing again. The production of plastics, rubber, chemicals
and metals is also growing rapidly, although its share is still very low. The extractive sector has the potential
to develop more extensive production chains, for example by improving its refining capacity. Nigeria only
refines a low share of its crude oil. For several decades, there have been inconclusive efforts to develop the
automotive sector. After the government adopted a new automotive policy to encourage local car assembly,
the first big plant opened in 2014.
Entertainment has been a rapidly growing sector, even if it represents only 1% of GDP. Nigeria's film-making
industry – Nollywood – makes low-cost films for an Africa-wide audience and is indicative of the potential
that the cultural industry, combined with innovative use of new technologies, holds. Real estate and
construction represent another rapidly growing sector.
More growth to come?
The recent drop in oil prices is having a big impact on Nigeria's economy, and has led to downward
corrections in growth forecasts and to a devaluation of the Naira, the national currency. However, the
economy is expected to continue growing through agricultural production and services. In January 2015, the
Nigerian Bureau of Statistics expected growth in 2015-17 to average 5.7%.
Over-reliance on oil has proven to be an obstacle to the diversification of the economy and has exposed the
country to 'boom and bust' cycles. Oil accounts for over 95% of exports and more than half of the federal
government's revenues. Diversification of the economy is vital. Most exports are in the form of raw
commodities. Insufficient energy supply and weak transport infrastructure are major hindrances to growth.
At 3 600 megawatts, the power generated is much below the estimated demand of 13 000 megawatts.
Insecurity in the north-east has had a disruptive effect on economic activity, mainly in the affected areas.
The wealth created by sustained economic growth has not sufficiently trickled down to the poor. Poverty,
unemployment – especially among the young – and high inequality remain important challenges for the
economy despite government policies attempting to address them. Most employment is in the informal
sector, which was estimated to represent almost 58% of GDP in 2000. Unemployment estimates vary greatly
between 7.5% and 24%, depending on the criteria used to define unemployment. The employment problem
may be better understood as underemployment; many people engage in low-paying jobs. Newly elected
President, Muhammadu Buhari has committed to addressing these challenges through economic
diversification and fighting corruption.

The EU supports development efforts in Nigeria, especially in the northern territories, through the 11th National
Indicative Programme, which is funded by the European Development Fund. It will provide €512 million between
2014 and 2020, of which almost a third will be destined for the power sector. Nigeria is one of 16 West African
countries that concluded negotiations on an Economic Partnership Agreement with the EU in July 2014. While the
agreement awaits ratification, major stakeholders are concerned about its potentially negative impact.
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Data Source: Nigeria's National Bureau of Statistics

http://www.bp.com/content/dam/bp/pdf/Energy-economics/statistical-review-2014/BP-statistical-review-of-world-energy-2014-full-report.pdf
http://nigerianstat.gov.ng/pages/download/263
http://www.nigerianstat.gov.ng/pages/download/272
http://www.africaneconomicoutlook.org/fileadmin/uploads/aeo/2014/PDF/CN_Long_EN/Nigeria_EN.pdf
http://www.forbes.com/sites/skollworldforum/2013/08/08/agriculture-is-the-future-of-nigeria/
http://www.africaneconomicoutlook.org/fileadmin/uploads/aeo/2014/PDF/CN_Long_EN/Nigeria_EN.pdf
http://www.ft.com/intl/cms/s/2/b1d519c2-b240-11e4-b380-00144feab7de.html
http://www.vanguardngr.com/2014/08/nigeria-loses-n113bn-low-refining-capacity/
http://www.nac.org.ng/industries_genesis.php
http://allafrica.com/stories/201310200137.html
http://www.cnbcafrica.com/news/western-africa/2014/05/20/nissan-steers-nigerias-automotive-industry/
http://nigerianstat.gov.ng/pages/download/263
http://www.africaneconomicoutlook.org/fileadmin/uploads/aeo/2014/PDF/CN_Long_EN/Nigeria_EN.pdf
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http://databank.worldbank.org/data/views/reports/tableview.aspx
http://www.chathamhouse.org/sites/files/chathamhouse/field/field_document/20150226BuhariSpeechQA.pdf
http://www.ilo.org/addisababa/whats-new/WCMS_306858/lang--en/index.htm
http://www-wds.worldbank.org/external/default/WDSContentServer/WDSP/IB/2014/07/23/000470435_20140723133415/Rendered/PDF/896300WP0Niger0Box0385289B00PUBLIC0.pdf
http://www.chathamhouse.org/sites/files/chathamhouse/field/field_document/20150226BuhariSpeechQA.pdf
http://eeas.europa.eu/development-cooperation/docs/national-indicative-programme_2014-2020/2014-2020_national-indicative-programme_nigeria_en.pdf
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