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Nigeria: Scenario Comparisons

Chart 29: GDP per capita in the Current Path and scenarios, 2020-2043
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Chart 29 presents GDP per capita in purchasing power parity (PPP) in the Current Path and each of the eight sectoral
scenarios, plus the synergistic effect and the Combined scenario. The data is from 2020 with a forecast to 2043.

GDP per capita increases in all the scenarios above the Current Path. However, the AfCFTA scenario has the most
significant positive impact with an increase of US$435 per person above the Current Path in 2043. While this does not
reflect income distribution, it indicates a general improvement in productivity and potential income. The findings align
with many other studies that conclude that deepening regional trade through the AfCFTA presents a major opportunity
for Nigeria to advance its economic prosperity.

The second most significant impact on the GDP per capita is achieved in the Manufacturing scenario (US$378.5 above the
Current Path in 2043), followed by the Demographics and Health scenario (US$250 above) and the Government scenario
(US$194 above). The growth in GDP per capita in the Demographics and Health scenario occurs despite Nigeria's economy
being smaller than in other scenarios, because lower population growth means more income for fewer people. This
means that Nigeria could mechanically improve some of its development indicators if its demographic challenges are
effectively tackled.

The Governance scenario is one of the scenarios with the largest positive impact on Nigeria's GDP and income per capita.
This implies that, if the government of Nigeria adopts a more progressive tax system, strengthens its efforts to combat
corruption, enhances government effectiveness, promotes social stability, addresses insecurity and fosters social

inclusion through improved democracy, gender empowerment and well-targeted social grant programs to support the
poorest and most vulnerable households, it could significantly boost economic growth and improve the living standards of
its citizens. Social protection, for instance, can affect growth at different levels. At the micro level, by supporting
vulnerable populations, social expenditure can increase household consumption, productivity and employment. At the
macro level, social expenditure can affect GDP directly, especially during economic downturns as an important
countercyclical tool, and indirectly through channels such as enhancing human capital and reducing inequality. Good
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governance is crucial for the efficient use of public funds for development and improving the well-being of the population.
When governance is good, public investments crowd in private investment by providing the energy, roads, logistics and
communications links necessary for firms to function productively.

In the short term, agriculture has a big impact on GDP and GDP per capita, second only to the ACFTA scenario. In 2043,
the GDP per capita in the Agriculture scenario is US$165 larger than the Current Path. Until 2034, the Agriculture scenario
is better than any other scenario for poverty reduction. On the one hand, institutional change, infrastructure
development, human capital accumulation and economic transformation (i.e. the transitions inherent in the other
scenario components) require time to reach a level that can significantly enhance economic growth, while crop yields and
agricultural production can be increased in a relatively short period. On the other hand, agriculture has a well-deserved
reputation for its contribution to poverty reduction.

The Financial Flows scenario shows a relatively modest impact on GDP per capita, with an increase of only US$112 by
2043 compared to the Current Path. This limited effect reflects structural challenges that reduce the growth potential of
financial inflows, such as foreign direct investment (FDI), aid and remittances, in Nigeria. FDI in Nigeria is largely
concentrated in the extractive industries, particularly oil and gas, which generate limited economy-wide benefits and
contribute little to diversification or technology transfer. The absence of a strong industrial base further constrains the
positive spillovers from FDI. However, the country has embarked on a raft of public-private partnerships (PPPs) as a critical
mechanism to bridge its financing gaps in energy, deep-sea ports (such as the Bakassi Deep Seaport and the Port of
Ondo), and power generation. However, the slow progress of the 360MW Gurara Il hydropower project, which was
expected to start construction in 2023 but has been repeatedly delayed, demonstrates the associated challenges.

Weak governance often undermines the effective use of both FDI and aid, with the latter frequently focused on short-term
relief rather than long-term development. Moreover, foreign aid is commonly tied to burdensome reporting requirements
and conditionalities (given experience with corruption in the sector) that do not always align with Nigeria's development
priorities, limiting its effectiveness.

Poor infrastructure limits the country’s ability to benefit from FDI's potential spillover effects, underscoring the
importance of shifting to public-private partnerships to fund the large investments required. Meanwhile, remittances are
predominantly used for immediate consumption, such as food, housing and healthcare, rather than being channelled into
investments that support sustainable growth. While remittances can support household welfare, recent research shows
they have a limited direct impact on economic growth unless complemented by strong domestic financial systems.

Local financial development is thus critical for converting remittances into productive investments. In underdeveloped
financial environments, limited access to credit, weak financial infrastructure and low banking penetration hinder the
mobilisation of remittances for business creation, capital accumulation or infrastructure development. Instead,
remittances are often directed toward informal or short-term consumption. By contrast, in countries with robust financial
systems, well-functioning institutions can help channel remittances into growth-enhancing activities such as education,
entrepreneurship and infrastructure. This underscores the importance of improving domestic conditions—especially
financial sector development, infrastructure and governance—to unlock the full growth potential of international capital
inflows.

So far, the analysis has focused on the sectoral scenarios. These sectors are, however, not isolated; they are strongly
interlinked. For instance, infrastructure and human capital development are crucial for industrialisation and economic
diversification. Similarly, the provision of rural roads is vital for agricultural commercialisation and food self-sufficiency.
Agriculture can also pave the way to manufacturing through agro-processing, while improving governance and security
cuts across all sectors. Thus, a holistic approach or a coordinated policy push across industries is the best option to
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achieve inclusive, sustained growth in Nigeria. Therefore, the Combined scenario combines all eight sectoral scenarios

and represents an integrated development push to remove the binding constraints on sustained, inclusive growth and

development in Nigeria.

If the Combined scenario were realised, Nigeria could expect a significant improvement in its human and economic
development prospects. By 2043, GDP per capita (PPP) will be about US$2 000 higher than in the Current Path in 2043,
indicating that an integrated push across all the development sectors could significantly improve the living standard of the

people of Nigeria.

Chart 30: Poverty (USS$3.65) in the Current Path and scenarios, 2023-2043
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Chart 30 presents poverty in the Current Path and for each scenario, from 2023 to 2043. The user can select the number

of extremely poor people or the percentage of the population.

All the scenario interventions contribute to reducing poverty in Nigeria; however, because of high growth, the AfCFTA
scenario eventually has the most significant impact. Under this scenario, the extreme poverty rate (measured at US$2.15
per day) will decline to 20.8% by 2043, compared to 23.5% in the Current Path. This represents approximately 10 million
fewer people living in extreme poverty than in the baseline scenario.

Nigeria has substantial potential in key sectors such as manufacturing, agriculture and services. The implementation of
the AfCFTA can unlock access to larger African markets, enabling Nigerian firms to expand exports and increase
production. This expansion is expected to drive job creation and boost incomes. Furthermore, the AfCFTA will promote
the development of regional value chains and attract investment, particularly in labour-intensive industries such as agro-
processing, textiles and pharmaceuticals. These sectors have the capacity to absorb large numbers of low-skilled workers,
making them especially effective in reducing poverty on a broad scale.

The AfCFTA scenario is followed by the Manufacturing, Education and Governance scenarios in poverty reduction by 2043.
The extreme poverty rate in the Manufacturing scenario will be 21% in 2043, compared with the Current Path of 23.5% in
the same year. Also, good governance as embodied, for example, in the control of corruption and the design and
implementation of effective regulatory policies, significantly improves the ability of the poor to participate in and benefit
from economic growth. Corruption, for instance, affects poor people by reducing the government’s ability to allocate
public services in an efficient and equitable manner.
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However, in the short term (until 2034), the agriculture scenario has the lowest number of poor people compared to other
scenarios. These findings imply that in the short to medium term, growth in the agriculture sector has the most potential
to raise income and consumption among poor Nigerians. In other words, a revitalised agriculture sector will be the low-
hanging fruit to improve Nigeria's human and economic development outcomes. In the long run, as productivity in the
sector improves, it eventually starts to shed jobs.

The Combined scenario, which brings together all intervention clusters, demonstrates that an integrated, cross-sectoral
policy approach can significantly accelerate poverty reduction in Nigeria. By 2043, the extreme poverty rate (measured at
the US$2.15 per day threshold) will fall to approximately 11%, or 39 million people, compared to 23.5% (89 million people)
in the Current Path. This represents a reduction of 50 million people living in extreme poverty.

Given Nigeria's status as a lower-middle-income country, the World Bank also recommends using the US$3.65 per day
poverty line. At this higher threshold, 36% of Nigerians—or 136 million people—would be living in poverty by 2043 under
the Combined scenario, compared to 54% (205 million people) in the Current Path.

While the Combined scenario yields significant gains, it does not fully eliminate extreme poverty by 2043. This
underscores the scale of the challenge and the magnitude of sustained effort required to eradicate poverty in Nigeria.

Chart 31: GDP (MER) in the Current Path and Combined scenario, 2020-2043 -
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Chart 31 presents GDP in the Current Path and in the Combined scenario from 2020 to 2043. The data is in US$ 2017 and
at market exchange rates (MER).

The Combined scenario combines all eight sectoral scenarios: Governance, Demographics and Health, Education, Large
Infrastructure and Leapfrogging, Agriculture, Manufacturing, AfCFTA and Financial Flows.

In the Combined scenario, Nigeria will experience a significant improvement in its growth prospects to 2043, on average
5.9% compared with 3.8% on the Current Path. As a result, the size of the Nigerian economy measured in GDP at market
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exchange rate (MER) at US$1.3 trillion will be US$412 billion larger than the Current Path in 2043. Whereas, on the Current
Path, Nigeria will have the 30th largest economy globally by 2043, it would have the 20th largest economy, marginally
larger than the Polish economy, under the Current Path trajectory.

Chart 32: Value added by sector in the Current Path and Combined scenario, 2023-2043
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Chart 32 presents the value-add by sector in the Current Path and in the Combined scenario, for 2023 and 2043. The data
isin US$ 2017 and as a percentage of GDP.

Implementing the Combined scenario will increase the value-add of all the sectors above the Current Path across the
forecast horizon to 2043. In 2043, the agriculture value-add in the Combined scenario is about US$39.5 billion, larger than
the Current Path in the same year. The manufacturing and services value-add are US$85.8 and US$232 billion,
respectively, higher than the Current Path in 2043. The average output growth rate in the manufacturing sector is 6.9%
over the period 2025-2043, compared with the Current Path of 4.5% over the same period.

The services sector remains the dominant sector in the economy, with its contribution to GDP in the Combined scenario
(55.8% in 2043) is slightly above the Current Path of 55.6% in the same year. Labour productivity in manufacturing is
significantly higher than in services, making it economically beneficial to transfer labour from the less productive, largely
informal, service sector to the more productive manufacturing sector.
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Chart 33: Informal sector in the Current Path and Combined scenario, 2020-2043 -
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Chart 33 presents the estimated size of the informal sector under the Current Path and the Combined scenario from 2020
to 2043.

Estimates of Nigeria's informal economy vary depending on the methodology and definition used. IFs uses a modelled
approach with its estimate on the lower end of most research findings.

With limited formal-sector opportunities, most of Nigeria's workforce is employed in the low-value-added informal sector.
The size of the Nigerian informal economy was estimated at 39.5% of GDP in 2023, above the average of 30.5% for lower-
middle-income Africa. On the Current Path, the level of informality will likely decline to 35.8% by 2043, still above the
projected average of 27% for lower-middle-income Africa in that year. Assuming that all policies and reforms in the
Combined scenario are implemented, the informal sector could decline to 31% of GDP in 2043, below the projected
average for lower-middle-income Africa. As a result, informal labour as a percentage of total labour in Nigeria could
decline to 55.6%, compared with 66.8% in the Current Path in 2043.
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Chart 34: Life expectancy in the Current Path and Combined scenario, 2020-2043 -
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Chart 34 compares life expectancy in the Current Path with the Combined scenario from 2020 to 2043.

In Nigeria, life expectancy at birth has improved by about 12 years from 54 years in 2000 to 65 years in 2023. On the
Current Path, life expectancy at birth will further improve to 70 years by 2043. In the Combined scenario, the average
Nigerian could expect to live about 5 years longer at 75 years, three years above the projected average for lower-middle-
income Africa in 2043.

Chart 35: Domestic Gini in the Current Path and Combined scenario, 2020-2043 o
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Chart 35 compares the Gini coefficient in the Current Path with the Combined scenario in 2023 and 2043.

Inequality is a significant driver of poverty in Nigeria, where national wealth is heavily concentrated in the hands of a small
elite. Notably, around one-third of sub-Saharan Africa's billionaires are Nigerian, and the country is home to
approximately 194 multimillionaires with assets exceeding US$30 million, 93% of whom reside in Lagos State. According
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to Oxfam International, the combined wealth of Nigeria’s five richest individuals, estimated at US$29.9 billion, would be
sufficient to eradicate extreme poverty in the country. Oxfam also highlights how a small group of wealthy elites have
disproportionately benefited from Nigeria's economic growth, leaving the majority of citizens behind.

High levels of income inequality weaken the impact of economic growth on poverty reduction and contribute to social and
political instability. Rising social unrest and the proliferation of armed gangs engaged in kidnappings for ransom are linked
to widespread unemployment, poverty, limited economic opportunities and the unequal distribution of national
resources. With little hope for economic advancement and enduring life in extreme poverty, some Nigerians may become
sympathetic to armed groups or resort to criminal activity as a means of survival.

The intensity of income inequality in Nigeria captured by the Gini index has slightly declined by 32.5%, from 0.519 to about
0.348 in 2023, over the period 1996-2023. On the Current Path, income inequality in Nigeria will slightly increase with a
Gini coefficient of 0.357 by 2043. The implementation of the Combined scenario could, however, reverse this projected
trend by generating inclusive growth and improving income distribution in the country. In the Combined scenario, the Gini
index will decline to 0.33 by 2043, about 8% lower than the Current Path in the same year.

Chart 36: Carbon emissions in the Current Path and Combined scenario, 2020-2043
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Chart 36 compares carbon emissions in the Current Path with the Combined scenario from 2020 to 2043. Note that the
data is in million tons of carbon, not CO, equivalent.

Given its heavy reliance on oil and gas, Nigeria is indeed one of the largest carbon emitters in Africa. In 2023, Nigeria
released about 44.6 million tons of carbon from fossil fuels, and in the Current Path, it will release 126.6 million tons by
2043.

In Nigeria, increasing climate unpredictability is bringing more severe and unexpected rains. Flash floods, landslides and
gully erosion have exacerbated the degradation of land in one of the ten most susceptible countries to climate change
impacts. The National Emergency Management Agency stated in its 2022 reports on the consequences of climate change
in Nigeria that 612 Nigerians were killed by disastrous floods, while 1.4 million Nigerians were forced into refugee camps.
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One of the major impacts of climate change in Nigeria is rapid desertification. The northern part of the country is
experiencing increasing levels of drought and desertification due to rising temperatures and decreasing rainfall, leading to
soil degradation, erosion and loss of biodiversity. This has negative impacts on agriculture and food security, as well as the
livelihoods of many communities. Reducing greenhouse gas emissions is essential to mitigate the impacts of climate
change. This requires a transition away from fossil fuels and towards renewable energy sources, such as solar and wind
power. It also requires improvements in energy efficiency, changes in land use and the adoption of sustainable agriculture
and forestry practices.

The realisation of the Combined scenario and the associated rapid economic growth in Nigeria will increase carbon
emissions to 144.5 million tons by 2043, 18 million tons above the Current Path in the same year.

Chart 37: Energy demand and production by type in the Current Path and Combined scenario, 2020-2043 -
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Chart 37 compares energy demand and production in the Current Path with the Combined scenario from 2020 to 2043.
Production is done in 9 types: oil, gas, coal, hydro, nuclear, solar, wind, geothermal, and other renewables. The data are
converted to billion barrels of oil equivalent (BBOE) to facilitate comparisons. Note that energy production could be for
domestic use or for export.

Nigeria's poor energy infrastructure is arguably its most binding constraint on development, and various efforts are
underway to address it. The 614-kilometre Ajoakuta-Kaduna-Kano (AKK) gas pipeline is nearing completion at a cost of
US$2.8 billion, linking southern gas fields to northern demand centres and supporting power generation and
industrialisation. Planning is also progressing for the much more ambitious Nigeria-Morocco gas pipeline (NMGP), to be
developed in phases across 6 900 km and crossing 13 countries. Once completed, it will link West African gas resources to
North Africa and European markets. In addition, various power generation projects are also progressing from planning to
implementation, including the 460MW Katsina-Ala Hydropower Plan (at a cost of US$878 million).

According to our modelling, Nigeria produced a total of 844.6 million barrels of oil equivalent (BOE) in 2023, while
domestic energy demand stood at 589.3 million BOE—suggesting a surplus of 255 million BOE. However, this apparent
surplus is misleading, as the country continues to struggle to meet its internal energy needs, although prospects are now
improving as the Dangote refinery ramps up.
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Until recently, Nigeria was not able to refine sufficient fuel for domestic use because its refining capacity was both limited
and poorly maintained. As a result, most of its crude oil was exported, while refined petroleum products were imported,
often at high costs and subject to supply delays. In 2023, crude petroleum made up 71.3% of Nigeria’s total exports,
whereas refined petroleum products accounted for 26.6% of total imports. This situation changed dramatically in 2025,
with the Dangote refinery operating at full capacity, representing a structural transformation of Nigeria's energy
production system that moved the country up the value chain without increasing total energy extraction. Nigeria is now a
net exporter of refined energy and needs to address inefficiencies in the electricity sector and overcome persistent
security issues in oil-producing regions. Against this exciting development, Nigeria is also expanding its natural gas
production, reflecting a strategic pivot captured in the Decade of Gas Initiative launched in 2021. Natural gas production
increased by 195% from 2000 to 2023 and now accounts for 10% to 20% of export value. Nigeria holds Africa’s largest gas
reserves and is ramping up investment in its liquefaction capacity, including floating liquefied natural gas (LNG)

facilities. In addition to this shift, the government has ended fuel subsidies, freeing up billions of dollars each year for
infrastructure and development. If Nigeria can sustain these reforms, including in governance quality, the stars are
steadily aligning, although the challenge of its rapid population growth looms large.

In the Current Path, total energy demand in Nigeria will continue rising steadily. By 2043, this will result in an energy
production deficit of 688.8 million BOE. In contrast, under the Combined scenario, which assumes the implementation of
policy reforms and investment in the energy sector, the deficit is expected to be lower, at 400 million BOE, reflecting a
large increase in energy production.

Currently, oil and gas dominate Nigeria's energy production, while contributions from other sources remain negligible.
However, renewable energy—particularly solar—is projected to grow significantly from 2035, albeit from a very low base.
In the Combined scenario, solar contributes 7% to Nigeria's total energy production in 2043. Currently, it contributes less
than 0.01%.

In the Combined scenario, the most notable shift will be the increased contribution of natural gas and the declining role of
oil. By 2043, gas will account for 59% of total energy production, making it the country’s largest energy source. Natural gas
is considered a "transition fuel" — cleaner than coal and oil, but still a fossil fuel. While it can help reduce emissions in the
short to medium term, relying too heavily on gas risks delaying Nigeria's full decarbonisation. Nigeria should balance
investment in gas with parallel investments in renewables and energy efficiency to avoid carbon lock-in, in which long-
lived assets lock Nigeria into fossil-fuel dependence for decades.

Overall, Nigeria could look forward to a significantly brighter future if the Combined scenario were successfully
implemented. However, achieving this vision will require strong political will and unwavering commitment from the
country's leadership, along with substantial financial resources. Currently, federal government revenues rely heavily on
crude oil exports, leaving the economy vulnerable to fluctuations in global commodity prices. This dependency poses a
direct challenge to the government’s capacity to finance the combined scenario. As such, the development of robust
domestic financial markets, increased foreign investment, enhanced domestic revenue mobilisation and strategic public-
private partnerships (PPPs) will be essential to turning this scenario into reality.
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