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Policy Paper
Prospects of Nigeria’s ICT Infrastructure for E-Commerce and Cashless
Economy

ABSTRACT

The contribution of Information and Communicatioachnology (ICT) to socio-economic
growth and development is well-established. Glasainomies of the 2century have come
to realise that no country can become competitivieims of trade, industry, manufacturing
and service without adopting, deploying, integrgi@md utilising ICT in various sectors. This
paper assessed the level of preparedness of Nifgerexcommerce using the level of ICT
adoption, usage and infrastructure available in toaintry. Data was sourced from
International Telecommunication Unit (ITU) databagith a reference period of 13 years
(2000 to 2012). The result showed that Nigeriaestment and business prospects in ICT
sector have improved over the years and partigusanice the deregulation of the sector. The
Internet and mobile cellular subscriptions are lo@ increase and show a great expansion
potentials, which the private sector can explaitftother investment and growth of the ICT
sector. The paper concluded that ICT policy need=tfully implemented and public-private
sectors collaboration or partnership should bengtreened to facilitate the e-commerce and
cashless policy. Also, the spate of cybercrime iaternet fraud within the sector must be

adequately addressed to encourage young entrepseneu

Keywords: E-commerce, ICT, Cashless, Policy, Nigeria

1.0 Introduction

Across the globe, there has been increased awarefidge usefulness of Information and

Communication Technology (ICT) to enhancing groatid development. Global economies
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of the 2%' century have come to realise that no country eamoime competitive in terms of
trade, industry, manufacturing and services amotigere without adopting, deploying,
integrating and utilising ICT in various sectorfieTdeveloped economies such as USA, UK,
Germany and Japan were able to attain presentdéwdvelopment through the deployment
of high technology, especially in the industriattees (Egbogah, 2007). Even, some of the
emerging economies like Brazil, China and otheraAsTigers achieved their present feats
through the application of cutting-edge technoldgyaddition, developing economies have
come to realise that any development efforts thaot hinged on technology is most likely to
fail. The African economies, including Nigeria, leaglso recognized that local and global
competitiveness depends on how they deploy techgadio transform different sectors of
their economies, especially the industrial sedtowiew of this, most African countries are
paying much emphasis on the ICT infrastructural etfgwment in their policies and

programmes.

The technological revolution and rapid developmientnformation and Communications
Technology (ICT) has brought about many new opmities and challenges for the global
industrial sector. ICT, especially the Interneth@sv an accepted operational element of most
global industries and many enterprises may no lopgeform without it (Bastible, 2003).
Most business transactions are now done online ltith or no physical interaction. This
type of online business dealings through the Imteare referred to as E-commerce. The
emergence of e-commerce has significantly changedbusiness environment for both
individuals and businesses around the world (AirQi2003). To this extent, most economic
policies and investments are not without the depralent of ICT capacity and infrastructure

that could facilitate e-commerce among local anerirational trade partners.

The current Nigeria’'s economic policy, championgdhe Central Bank of Nigeria (CBN) is

targeted at promoting a cashless system of transa(#-commerce) in the economy. The
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policy is aimed at ensuring compliance with glotvahd in business transactions, strengthen
the economy, increase her openness, competitivemesstegrate her more closely into the
global economy. In the recent time, there have beeasures and policies, both economic
and Information Technology, which had been put ilace to drive e-commerce
implementations in the country. It should be notkdt the success of any e-commerce
implementation in Nigeria depends largely on theT I@nfrastructure availability,
development, upgrading, deployment and utilisatimmmany scholars, the current campaign
by the Central Bank of Nigeria (CBN) for a cashlessnomy is viewed as a platform for
economic development and increased global compatitiss. At the state levels, the pilot
implementation of cashless policy started in sotages in Nigeria (Lagos, Abia, Anambra,
Ogun, Rivers, Kano states and the Federal Capialitdry (FCT), Abuja) with CBN'’s
commitment to ensure total compliance across thentcp before 2020. This pilot phase
indicates government readiness to implement thiless economy across the states of the
federation. However, while it appears that someestare set for the implementation of this
policy, some are still not ready, given the miniml@T infrastructure requirement for the

implementation.

Also, it is noteworthy that the cashless systena imajor pre-requisite for e-commerce
implementation, but some of the states of the fdar are basically cash-based, that is, with
over 90% of funds in circulation (Ojo, 2004). Thusost business transactions are largely
consummated in cash due to reasons mainly attdbiotéack of adequate ICT infrastructure
and rural nature of the economy (Ojo, 2004). Thasd other factors identified in the
literature (Bickersteth 2005 Ovia 2006, Olesin 208%d Ezeoha 2006a) have influenced the

implementation of e-commerce across the statesgarid.

However, Nigeria being considered as a fast-emgrginrld economic centre relative to

business climate, a free and competitive markegiyrgjem, consumer and purchasing power
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parity, market reforms, oil and related resourcé-rieserves and fiscal freedom (Adalikwu,
2012), suggests that the country is a ‘fertile ga@idfor e-commerce and cashless system to
thrive. Thus, prospects for increased investmerd arcommerce growth are evident.
Furthermore, the emergences of on-line businesseddimia.com, Konga.com, Kaymu.com
and a number of other shows that potential for mroerce is huge if relevant infrastructure
and policies are provided in the ICT sector. T thnd, this study assesses the prospect of
Nigeria’s ICT infrastructure in her quest for fulhplementation of e-commerce and cashless

economy.

2.0 Nigerian Economy and ICT Sector

2.1  Overview of the Nigerian Economy

The introduction of Global System of Communicatiam 2000 brought about the
transformation in the telecommunications servic®é-sector leading to increase in the
number of telephone lines, subscribers and senpcegders. It has also created massive
employment within the country. As at December 20Bi¢, number of telephone lines in
Nigeria, has increased to almost 58 million linesnhected fixed and mobile lines). Nigeria

has the fastest growing GSM market in the worlteraChina.

Irrespective of the transformation witnessed in telecommunication service subsector,
various economic and structural reforms were iniced from 2003 to boost the not so
thriving economic conditions of the country. Onesath reforms was the National Economic
Empowerment and Development strategy (NEEDS). Rezog that the financial services

sector occupies a pivotal position in the econongwelopment process of Nigeria, the
NEEDS set out to build and foster a comprehensivkreealthy financial system to support
economic development. The strategies for actugizMEEDS among others included
embarking on a comprehensive reform process aimedbstantially improving the financial

4



100 infrastructure; restructuring, strengthening, aationalizing the regulatory and supervisory
101 framework; addressing low capitalization and poavegnance practices of financial
102 intermediaries; directing government policies todgarfinancial deepening and financial

103 product diversification.

104 The Government of Nigeria has since sustainedefaching economic reforms at the Federal
105 level, particularly in public finance managememgdahe financial sector. The economic
106 reforms and prudent policies have contributed te tonsolidation of macroeconomic

107 stability and improvements in overall economic aadors.

108 Table 1: Ranking of Sectoral Contribution to GDP
Contribution to GDP (Q1, 2012)

Sectors Rank Percentage
Agriculture 1 35.14
Wholesale & Retail trade 2 22.92
Crude petroleum & Natural Gi 3 17.1¢
Telecommunication & Po: 4 5.8¢

109 Source: National Bureau of Statistics, 2012

110 Table 2: Some Basic Macro-Economic Indicators

Indicators 2011 2012

Real GDP growth 7.4 6.6

Real GDP per capita growth 4.9 4.1

Consumer Price Index inflation 10.9 12

Budget balance % GL -0.1 3.7

Current account % GL 3.z 104
111 Source: African Economic Outlook, 2014
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Diverse challenges confronting economic growth smweéstment climate in the country have
been identified. These challenges were underpingdhe core issue of governance,
particularly at the state level. Fiscal decentadies provides Nigeria's 36 states and 774
local governments considerable policy autonomy,trobnof 50 percent of government

revenues, and responsibility for delivery of puldarvices. However, owing to weak human
capacity in most states, the deployment of ICTifimproving governance (e-governance) is

yet to be widely embraced (Anyanwu, 2008).

2.2 Growth and Development in the ICT sector

The Nigeria’s ICT sector is one of the fastest gngasectors in the economy. In the first
quarter of 2012, the Telecommunication and Postetios was the primary driver of growth
of the Nigerian economy. In the same year, theosegas the fourth highest contributor to
the nation’s GDP. A cursory look at the major drsvef the Nigerian economy as at the first
guarter of 2012 as presented in Figure 1 showsTkcommunication and Post withessed

the highest growth rate of over 30%.
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Figure 1: Sector’s Contribution to GDP
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128 Source National Bureau of Statistics (2013)
129 2.2.2 Estimated Size of the Nigeria’s ICT industry

130 In Nigeria, as depicted in figure 2, mobile netwsodperators and its associated value added
131 services constituted the largest proportion of &€ industry, followed by the device sales
132 and distribution. The equipment sales and distidinualso occupies a significant size in the
133 industry. The least to reckon with is the softwsakes and distribution, indicating a whole lot

134  of growth potentials in the industry.

Converged Services
(Data. voice & O

Transaction Device
Services .
Mobile
Network 0 sales & [Soovice
ini Operators A :
Training & p CCcess Maintenan
Education

Satellite Internet
Service Annual
O Maintenance &
Research & O Fixed
Developme Wire-line
Call Center Fixed Equipment
Wireless t Sales & Assemblv
Software O
Equipment
O O O Maintenance
Q Support Infrastructure Business
Softwar

. Process
Installation &

Customization
135 Software

136 Figure 2: Estimated size of the Nigerian ICT industry
137 Source Federal Ministry of Communication Technology (2p1

138

139 Globally, it is widely acknowledged that investmemtICT is one of the major drivers of
140 economic growth and development, especially in deeeloping economies which are

141 characterised with lots of infrastructure deficiesc In Nigeria, there are significant
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investment opportunities and growth prospects is #ector as a result of considerable
physical and social infrastructure. According t@ tRederal Ministry of Communication
Technology, investment requirement for first Natibimplementation Plan (2010-2013) is
approximately-182trn (US$212bnMoreover, with the unprecedented inflow of FDI @ats
growth of nearly 20% since 2007 and 27% from 2@1QQ11in Africa and about US$72bn
(E46bn) invested in new infrastructure per yealijcan governments and private sources;
telecom-related infrastructure accounts for ab@db ®f this US$21bn (£13bn), there are still
investment gaps in ICT infrastructural developmientleveloping economies of Africa, and

Nigeria is no exception.

2.2.3. Nigerian National Policies on Information Echnology and E-Commerce

Implementation

Information and Communication Technology (ICT) is paerequisite for developing
countries’ economic success. The ability of devielgzountries to thrive in global economy
depends on the national priority and the weighadcited to their ICT policy. However,
previous studies have shown that most of the dpusdocountries especially Nigeria are yet
to fully embrace the application of ICT in sociceaomic and political life of the people
(Browery, 1995; Anie, 2007). The major clog in twbeel of progress with regards to the
adoption and implementation of ICT policy in Nigeris the government’s indifference
towards adequate investment in Information and Camaoation Technologies. Lee (1993)
asserted that the biggest hindrance to telecomcsedevelopment has been the attitude of
the government and the desire to control the pdipalamany only see the huge expense and
fail to see the benefits to a developing countrpnir establishing an adequate

telecommunications infrastructure.
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Some of the developing countries such as Soutlt#fiNigeria and Ghana have been making
litle progress in telematics (the convergence efedommunications with computer
technology) by linking production to industrialigat. South nations (Malaysia, Indonesia
and Singapore) have adopted a strategy which ainpsoanoting industrialisation through
applications of microelectronics, computer produsesvices in management, finance, health
care, distribution, manufacturing, as well as etlooa This particular experiment in these
nations may be a breakthrough in the developingomsit industrial and high technology
policies. The success of these few is already lgagim impact on the world production

patterns, trades and both the social and poli@ngironment (Crawford, 1984).

2.3. Nigeria IT Policy

Nigerian government has developed a National In&tion Technology policy and an

implementation strategy to drive the technologidavelopment across the country for
increased competitiveness and fulfilment of viski}20 and other developmental goals and
targets. The policy aims to address a host of wtalio-economic issues such as reliable
infrastructure, skilled human resources, open gowent and other essential issues of
capacity building in order to transform the Nigeri@conomy from being agrarian to

information-rich knowledge-based economy. The pgoigchandled by National Information

Technology Development AgendNITDA). NITDA is an agency under the aegis of the
Federal Ministry of Science and Technology. Thigyas to be set up to ensure the
achievement of the articulated National IT visidaster and co-ordinate the accelerated
development of IT in Nigeria and promote the eéfiy and international competitiveness of

the IT industry in Nigeria, among other respongibs.

2.3.1 Nigeria IT Policy on Trade and Commerce
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A section of the policy on trade and commerce raigzl the Nigeria’'s government
commitment to develop the country IT infrastructarel specifically how IT will be utilised

to facilitate e-commerce, which subsequently witinslate to firm’s development and
increased global competitiveness for the countrdye Policy statement is to create an
enabling environment that empowers stakeholdetrsde and commerce with the underlying
infrastructure to improve productivity and positiveposition the nation for global
competition. The objectives of the policy are tvelop a transparent, stable and effective
legal operating environment that promotes privaet@ business and investment in IT,
cultivate a culture of electronic commerce that esmkusiness transactions easy, quick and
cost effective, for both national and internatioimahsactions, to positively raise the local and

international visibility of Nigerian businesses amgst others.

In order to achieve its objectives, the followingagegies were suggested; protection of
intellectual rights by bringing the copyright laws line with the needs of a globally

competitive economy, government, through NITDA,lwillaborate with the private sector

in the development of information infrastructurermpitting the private sector to establish
Internet communication “backbone” facilities stimtdd on market demand with minimal

governmental encumbrance, raising the profile ofalbrand Medium-Scale Enterprises
(SMEs) in exports through e-commerce by providiogy lcost accessibility to markets and
services, establish a high profile National ElegitacCommerce Council (NECC), to govern
all the electronic commerce (e-commerce) affairBligeria, and facilitate international trade
through an e-commerce infrastructure. The NECC Wwél operated and supervised by

NITDA with the cooperation of relevant Ministrieadiorganisations amongst others.

However, of greater importance are the appropreserand relevance of these policies in
driving e-commerce and cashless system of operatitime country. The nation is yet to see

the impact of the implementation of these polidiesvarious sectors of the economy. The
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onus rest on the government and all stakeholdeensaring that the policies are enforced

and executed for the smooth transition to a castdesnomy.

3.0 Methodology

This paper is primarily a desk search of existinfpimation on the dynamics of Nigerian
ICT sector between the period 2000-2012 as docwdenin International
Telecommunications Union (ITU) publications and estlsearch engines. The data were
explored to examine the status of ICT infrastruetim Nigeria with a view to providing
evidence for policy making on the implementatiorcashless economy, thereby creating e-
job for the young populace. Data collected wergys®d using descriptive statistics and the

results were presented using tables and charts.

5.0 Data Analysis and Discussion

5.1 Internet Accessibility and Utilisation

Internet accessibility is a very important factoor fconsideration in e-commerce
implementation. Nigeria, when compared with sombeptAfrican nations, has a high
proportion of households with computer and Inteatess at home. The figure recorded in
the table below indicates that there are still reofor improvement and investment
opportunities in the Nigeria’s ICT sector so a&ailitate the implementation of e-commerce
in the country.

Table 3:Core Indicators of access and use of ICT in Africa

Core indicators on access to, and use of, ICT by heeholds and individuals

Proportion of households with

Year (HHL)  (HH2)  (HH3f)  (HH3m)  (HH4) (HH6)

of latest Radio ™V Fixedline Mobile-  Computer  Internet

11
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11

12

13

14

Angola
Burkina Faso
Congo

Céte d'lvoire
Gabon
Guinea

Mali

Nigeria
Rwanda
Senegal
South Africa
Tanzania
Zambia

Zimbabwe

data

2010

2010

2011

2010

2010

2010

2010

2011

2010

2010

2011

2011

2010

2011

telephone  celular

telephone
54.0 47.0 81.0
62.6 5.3 0.3 40.3
37.9 36.3 4.1 62.2

7.1

2.1

3.9

1.8

7.6

14

3.0

9.3

1.3

5.7

4.0

2.4

5.9

access at

home

5.7

2.0

1.0

11

6.0

1.0

1.2

4.6

3.2

4.5

9.8

4.5

2.0

4.0

Source: ITU World Telecommunication/ICT Indicat@ratabase.

5.2

Internet Penetrations in Nigeria

Internet utilisation in Nigeria has witnessed steadd consistent growth since 2000. The

percentage of individuals using Internet grew frorh in 2000 to 32.9 in 2012. This is an

indication that most Nigerians now utilise interdatilities for various activities ranging

from personal to business and trade transactidgard=3 below showed the growth rate of

internet usage in Nigeria.
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Figure 3: Percentage of internet use in Ni¢

Source:ITU World Telecommunication/ICT Indicators Datak (2013)

5.3 BroadbandSubscriptions

A lot of growth @portunities existin the deployment of terrestrial fibagptic networks

(including fibre-overpowerline, wireless broadband infrastructuaed satellite networks (

particular those providing connectivity to the urkend rural arei). For instance, there w.

an unprecedented growth in broadband subscripfimm 53,597 in 2007 to 215, 675

2011.This is an indication that broadband <cription is still growing in the country ar

business opportunities can be exploited in thia asshown in the figure #elow:

250,000

200,000

150,000

100,000

50,000
0

Broadband subscriptions in Nigerie
215,675
99,108
81,958 ’
53,594 67,776
2007 2008 2009 2010 2011

Figure 4: Broadband subscriptions in Nige

Source:ITU World Telecommunication/ICT Indicators Datak (2013)
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5.4 Mobile-Cellular Telephone Subscriptions

The top ten African markets account for over fatth$ of all mobile subscribers on the
continent (Rao, 2011). One quarter of cellular relsubscribers live in South Africa,
followed by Nigeria. Nigeria has opened up her reautio multiple operators and service
providers like MTN, GLO, ZAIN, ETISALAT. The govement issued a round of new
licensing, including:

- Three mobile cellular licenses in 2001, to MTN, BIEYX and the incumbent NITEL;

+ A Second National Operator (SNO) license to GLOBACM 2002 for all telecom

services;

+ More than a dozen local network operator licerssese 2000.
The results have been dramatidelsdensity has soared — by June 2006, there iei@st
26 million fixed and mobile subscribers with a tdasity of over 22 subscribers per 100
inhabitants. Population coverage of mobile netwdrks increased from a mere 5 per cent in
2000 to over 75 per cent in June 2006 ((Touré, PONigeria now has some of the most
competitive fixed and mobile markets in Africa, Wwitover twenty private operators
accounting for nearly three-quarters of the 1.3iomlfixed lines in operation at June 2006
(Touré, 2007). Ten operators have launched IMT-2f}@ipliant CDMA 1x networks (some
using Wireless Local Loop, WLL), while the mobilparator Starcom launched the second
EV-DO network in Africa in February 2006 (Touré,(). This startling growth, as depicted
in the figure 5 below, revealed a very high prospecthe implementation of e-commerce in

Nigeria.
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2012 & LL2-777,78
2011 i 95,167,308
2010 4 87,297,789
2009 & : 74,518,264

2008 i 62,988,492

2007 4 40,395,611

2006 i 32,322,202

2005 =————4 18,587,00

2004 === 9,147,209

2003 pd 3,149,473

2002 H 1,569,050

2001 | 266,461

2000 | 30,000

Figure 5: Mobile phone subscriptions in Nige

Source ITU World Telecommunication/ICT Indicators Datak (2013)

5.5 Fixed Telephone Subscriptiol

Due to the increase in the mol-cellular subscription, there has been a drastiaatoh in
the fixedtelephone subscriptions as depicted in the fi 6 below. This is an indication th
investment prospects are tilted more towards thbilmsubsector. This might be connec
with the fact that mobile cellular facilitates maoé onlinelnternettransactions thafixed

telephone subscriptions.

Fixed Telephone Subscriptions in Nigeri

2012
(19%)

2010
(48%)
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Figure 6: Fixed Telephone subscription in Nigeria

Source: ITU World Telecommunication/ICT Indicators Databd2013).

6.0 Conclusions and Policy Recommendations

From the foregoing, it is evident that Nigeria tesvhole lot of investment and business
prospects in her ICT sector, especially in termsnéfastructure. The Internet and mobile
cellular subscriptions are on the increase and sh@seat expansion potentials, which the
private sector can exploit for further investmend arowth of the ICT sector. Furthermore,
the ICT policy needs to be fully implemented wtiplgblic-private sectors collaboration and
partnership should be strengthened especiallyeah#tional level. Government at all levels
should support and promote the growth of ICT setiprdedicating special funds and

resources for the expansion of ICT infrastructurghe country. ICT education should be
inculcated in the school curriculum right from thpgimary education to the tertiary

institutions in order to increase the knowledgeebaad develop human capacity of the
economy. On the average, Nigeria’'s ICT sector hasve immense prospects and possibility
for future growth and development especially inpived to facilitate full implementation of

the current campaign for a cashless economy andmererce. While there are huge
potentials in this sector, it is noteworthy thagrdh are challenges facing the growth of the

sector. This is another area for further research.

Disclaimer: - This manuscript was presented in theonference

“1st International Conference on Strengthening Nigaa’'s employment
potentials”

available link is
“https://www.researchgate.net/publication/268808036Prospects_of Nigeri
a%27s_ICT_Infrastructure_for E-Commerce_and_Cashles Economy”
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