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Introduction 

Alabar et al. (2017) explain that the telephone industry in Nigeria was monopolised up to the 

early 2000s by the government as it was thought that it was the only institution that had the 

resources to develop telecommunication infrastructure. As a result, telephone access was limited 

only to government officials and the wealthy few. However, this changed when Obasanjo 

administration introduced telecommunication policy empowering Nigerian Communication 

Commission which after rigorous procurement procedure, granted MTN Nigeria, Econet 

Wireless and Nigeria Telecommunication PLC with Digital Mobile Licence in 2001. This 

marked the beginning of telecommunication revolution in Nigeria which from a humble 

beginning at the start of the century has become the largest telecommunication market in Africa 

and the Middle East (NCC, 2019). Against this backdrop, this essay will critically discuss the 

Nigerian telecommunication sector, political environment in the country, sources of long-term 

finance, and foreign exchange risk. 

Nigerian Telecommunication sector 

According to Nigeria Communication Commission (NCC), Nigeria is the biggest telecoms 

market not only in Africa but also in the Middle East with a total of about 180 million active 

subscribers in 2018 which was a huge increase from just four million in 2003. Further on, NCC 

(2019) explains that mobile subscribers account for 99% of the total telecoms subscribers with 

MTN, Globacom and Airtel leading with the most subscribers. Moreover, as a result of this high 

demand and high cost involved in network expansion, the industry has accumulated a significant 

amount of FDI in recent past (NCC, 2019). A case in point, between 2000 and 2011 FDI in the 

country was $ 46 billion and the telecoms accounted for about 35% of that amount.  

In addition, NCC (2019) explains that the sector accounted for 10.1 % of Nigeria’s GDP in the 

first quarter of 2019 which was an increase of 0.92 % from that same period in 2018 which stood 

at 9.19 % (See figure 1 below).  

Figure 1: Contribution of Telecoms to Nigerian GDP 



2 
 

 

Source NCC (2019) 

Additionally, NCC put forth that MTN, Globacom and Airtel had the largest market share as of 

April 2019 with 37 %, 27 % and 26 % respectively as shown in figure 2 below.  

Figure 2: Market share by top mobile phone service providers 
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Source: NCC (2019) 

However, despite the success experienced by telecoms firms in the country, Alabar et al. (2017) 

contend that the sector continues to face some challenges. To start with, while most of the 

population in the urban areas have access to variety of telecoms services, in rural areas 

connectivity is inadequate. Consequently, a lot of subscribers experiences QOS issues including 

call interference and dropped calls. Furthermore, like other sectors in the country, telecoms have 

to cope with unreliable electricity grid (Alabar et al., 2017). These challenges notwithstanding, 

several analysts concede that the overall telecommunication sector in the country will continue to 

experience a steady growth in years to come.  

Political environment in Nigeria 

Several analysts assert that business leaders in Nigeria operate in tough political environment 

which is characterised by several political risks. Firstly, Mary et al. (2015) emphasize that 
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unstable government policy changes in Nigeria constitutes more political risks to MNCs. For 

instance agro allied businesses are sometimes exempted from tax and some other sectors are 

subsidised. Further on, World Bank (2019) put forth that telecommunication firms in Nigeria are 

often worried about uncertainties, for example, around digital migration process due to 

bottlenecks in regulation and unrealistic deadlines. As a result of unpredicted change of policies, 

Mary et al. (2015) notes that telecom sector is experiencing decline in revenue. Similarly, this 

claim is shared by Esew and Yarosun (2014) who posit that Nigeria’s government policy to 

subsidise oil sector to control petroleum products has driven the oil sector to its knees 

discouraging private investments.                          

Secondly, according to Transparency International (2019) Nigeria ranked number 146 out of 180 

countries in the corruption index and has consistently ranked as one of the most corrupt counties 

for decades. As a result, Esew and Yarosun (2014) claim that corruption in the country is viewed 

even by MNCs operating in the country as a way of life. Consequently, some researchers such as 

Mark and Nwaiwu (2015) have carried out extensive research in the country and found out that 

corruption has raised costs of doing businesses and as such reduced incentive to invest in the 

country.  

Thirdly, Casimir et al. (2014) postulate that ethnic and religious tensions and kidnappings that 

are experienced daily in the country are as a result of decades of political decay. This view is 

echoed by Akinde and Yusuf (2014) who state that kidnapping has become a lucrative business 

as kidnappers ask for high ransoms especially from foreigners. For example, between 2009- 

2012 two thousand cases were reported, with the Niger Delta as the epicentre of kidnappings, 

religious and ethnic tensions due to the failure of the government to deal with Boko haram 

(Casimir et al., 2014). Consequently, Nigeria has recorded decline of FDI as MNCs shy from 

investing especially in Northern part of the country. 

Investment opportunities in Nigeria and risk assessment        

Investment opportunities 

To start with, GSM (2014) illustrate in their mhealth Nigerian feasibility report that SMS based 

services that reaches about 4.4 million pregnant women have potential to serve about 18 million 

if phone sharing and IVR- based services are considered. Further on, the potential size of this 



5 
 

market is expected to be more than 23 million in 2020 growing at a rate of 25 % in the period 

2015-2020 (GSM, 2014). 

In addition, as a result of extensive investment by mobile operators in infrastructure, installed 

network capacity in the country far exceeds the number of mobile subscribers (NCC, 2019). 

Consequently, market analysts expect that the country will attract more mobile virtual network 

operators (MVNOs) in coming years. Similarly, World Bank (2019) maintains that 

telecommunication industry in the country is far from reaching its full potential especially due to 

inadequate infrastructural facilities causing poor provision of services to current and potential 

customers. As such, there is an urgent call by local stake holders and international development 

agencies to invest in these infrastructures (World Bank, 2019). However, such desired 

investments are hindered due to the fact that needed equipment are imported which results to 

logistic problems such as freight costs, foreign exchange procurement and long delivery period. 

As a result, Alabar et al. (2017) advises that Nigerian government should encourage foreign 

MNCs to invest in the country in order to provide the sector with cheaper local manufactured 

equipment and spares.          

Further on, Worldometers (2020) elucidates that Nigerian population has grown from 45 million 

in 1960 to over 200 million in 2019 and some estimates suggest that the population will reach 

750 million in 2100. It is against this backdrop that World Bank (2019) concludes that the sector 

remains greatly untapped for investors wishing to provide services including mobile phone, 

satellite and radio communications, data services, pay phone services and others. Lastly, the 

Central Bank of Nigeria (CBN) in 2018 announced plans to boost financial inclusion to 80 % by 

2020, emphasizing on mobile money platforms. However, of the 21 mobile money operators 

active in 2018, telecoms firms remained excluded as CBN limited these services to banking 

sector. Consequently, Nigeria has lagged behind other mobile money hubs such as Kenya and 

this has led to analysts see a huge opportunity for growth for telecoms firms once the CBN 

reforms allowing these firms to offer financial services are implemented (Oxford Business 

Group, 2015). 

Risk assessment 



6 
 

Despite the risks that hinder investors from investing in risky countries such as Nigeria, there are 

a number of methods developed to mitigate and manage these risks. Some of these methods 

include. Firstly, OAL (2019) hold that foreign investors in developing countries such as Nigeria 

design their investment vehicles so as to benefit from the cover provided by Bilateral 

Investments Treaties (BITs). MNCs achieve this in Nigeria by establishing their investment 

vehicle in a country that has entered a BIT agreement with Nigeria. Moreover, OAL (2019) 

postulate that apart from indicators developed to measure protection afforded to investors such as 

most favoured nation among others, there include also world-wide tested mechanisms for dispute 

resolutions in BITs which are very useful in helping MNCs make claims successfully against the 

governments in countries they invest. The protection afforded a MNC by BIT is that a 

government in country they invest will less likely act contrary to its obligations owed to another 

country under international law, than it will breach its own investment protection local laws 

(OAL, 2019). As such, the host government need to maintain its credibility on a global level will 

foster the government to carry out its obligations fully and as a result protect foreign investments 

under BITs. 

Secondly, (Osabutey and Okoro, 2015) profess that in order to mitigate political risks, foreign 

investors undertaking large scale projects in Nigeria are taking political risk insurance cover. 

This has protected MNCs against unfair political action by Nigerian government that have 

potential to cause business disruption and financial loss. This cover provided by institutions such 

as AON and World Bank’s Investment Guarantee Agency, may be general or may protect 

against certain political risk such as currency inconvertibility (Osabutey and Okoro, 2015).              

Thirdly, investors in Nigeria may enter with counterparties, hedging and risk sharing 

arrangements to hedge political risks (Ejims, 2013). MNCs can ensure that loans agreements 

between them and their creditors are drafted in a way reflecting sharing of political risk between 

both parties. One way of achieving this is by providing in the contract that the company will 

continue servicing the risk unless loss is caused by certain specified risks for example, 

expropriation without compensation (Osabutey and Okoro, 2015). 

Lastly, Ejims (2013) notes that MNCs may enter stabilisation clauses with host government 

agreements in order to mitigate political risks that are associated with their investments. Ejims 

(2013) acknowledges that these clauses can be designed to ensure that during the time of the 
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investments, the applicable domestic laws are not changed. Moreover, the stabilisation clause 

may be drafted to ensure that host government compensate the investor any cost associated with 

complying with changed laws affecting their investment. 

Sources of long-term finance and foreign exchange risk 

Sources of long-term finance 

To start with, Odeleye (2014) highlights that Export Credit Agency (ECA) financing has become 

a huge source of long term finance especially for MNCs operating in Nigeria and Africa at large. 

Odeleye explains that the roles of these ECAs make it easier for overseas buyers to access 

finances/ credit when they buy goods and services from ECAs home country. Further on, with 

the presence of international banks operating in Nigeria, ECA financing has been easier as ECAs 

co-operate with these banks to provide financing. In this scenario, the banks usually lend the 

money, while ECAs take transaction risks by providing commercial and political risk cover to 

the banks (Odeleye, 2014).     

Additionally, the Nigerian Stock Exchange (NSE)has recently become a major source of long-

term capital for MNCs operating in Nigeria with the most recent notable example being MTN 

which  listed in the stock exchange in 2019 (Reuters, 2019). Although the telecommunication 

giant listed by introduction and as such did not offer new shares, the listing does not prevent the 

company from issuing new shares in the future when it needs long-term financing. 

Foreign exchange risk 

According to KPMG (2019) foreign exchange risk was greatest risk cited to be the major 

concern facing companies operating in Nigeria and is likely to hurt telecommunication sector the 

most (See table 1 below). Moreover, the report noted that despite remarkable measures taken by 

the Central Bank of Nigeria (CBN), the effects from the devaluation of the Naira have continued 

to be a burden on companies. As such, executives especially of MNCs are increasingly 

concerned about foreign exchange risk and mostly its impact on the profitability of their firms. 

 Table 1: Top 10 risks facing companies in Nigeria in 2018 
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Source: KPMG (2019) 

Relatedly, Adaramola (2016) adds that attempts by the CBN to avert the FX crisis after allowing 

the rates to fall in 2014 have not been successful and the depreciation that followed forced CBN 

to raise interest rate to 14% in 2016 hurting a country in recession further.  

Conclusion 

This essay has noted that since 2001 when the private sector was permitted to invest in Nigerian 

telecommunication sector, the sector has grown extensively from just 4 million subscribers in 

2003 to around 180 million subscribers in 2018. In addition, the essay has highlighted that 

political environment in the country remains a major concern among the business community 

due to unstable government policies, corruption and insecurity. Moreover, some investments 

opportunities in the telecommunication sector such as MVNOs, data service provision and 

mobile money services have been discussed. Additionally, the essay has discussed some risk 

mitigation measures that MNCs can deploy such as BITs, political risk insurance cover and 

stabilisation clauses. Lastly, some sources of long-term finance such as ECAs financing and 
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stock exchange have been noted, and the last section has highlighted that foreign exchange risk 

remain to be the greatest concern among business leaders in the country.    
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