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Executive Summary


Virtual education has come a long way in the U.S. and around the world.  It has proven effective and is used as important supplements to traditional school courses as well as the primary form of education for many American students.  One country that is in need of education for a large portion of its population is Nigeria.  The country’s Niger Delta region has until recently been afflicted by an insurgency that demands a more even distribution of oil revenue to flow into the region that produces it (Appendix A).  These former militants are housed in universities across the river delta with promises from the government that they will get jobs and education.  The peace is unraveling in Nigeria as the government is struggling to deliver on all three promises they have made:  housing, stipends and education.  The insufficient infrastructure, thick bureaucracy and to some extent corruption are causing delays in carrying out the terms of the peace agreement.  Education is in high demand everywhere and Nigeria is no exception.  Online education could be a useful supplement to training young people in a region of the world where teachers are often hard to come by. There is a rapidly growing number of internet users and a fairly young population which makes this market suitable for virtual education.  Utilizing online courses for ex-militants to learn new trades and become educated members of society could make the difference in President Goodluck Jonathan’s strategy for continuing the amnesty agreement in the Niger Delta.
Background of Niger Delta Situation

In August of 2009, the Nigerian government under President Umaru Yar’Adua instituted a nation wide amnesty program for the insurgents which had plagued the Niger River Delta for six years.  The militants in the river delta had been obstructing the oil revenue that flows out of the region and does little to help the people who live there.  The leaders of the insurgency say the region is one of the poorest in the world while simultaneously being one of the biggest oil exporting regions in the world.  The militants either blew up pipelines or engaged in oil-bunkering, stealing oil out of the pipes.  The Niger Delta insurgency hurt Nigeria’s ability to play a larger role in peace keeping around the world by demonstrating they could not maintain peace in their own country.  There have been two previous attempts by past governments to end the conflict in the river delta and until last August none had been as successful.  In exchange for the militants’ guns and promise to cease all prior actions the government granted an unconditional pardon, a monthly stipend of 20,000 naira (about $130) and retraining for each individual.  Many of the militants dropped out of the University of Port Harcourt where they were getting technical degrees to join the insurgency.  Ironically, many of the insurgents interviewed say they would someday like to work for the oil companies they, until recently, attacked.


The housing the government has provided for the former militants is on college campuses around the region.  Housing militants in college campus dorm rooms with four men to a room makes it easier for the government to fulfill their promise of retraining.  The militants were taking classes at the universities earlier this fall.
  The militants are likely still attending classes at the universities but as the former insurgents continue to stream in from the delta, availability and space in classes may decrease.  Virtual education could alleviate some of the pressure to fit all the former militants into classes which could be a great help to President Jonathan’s administration and their goal of reintegrating these people back into society.   

Internet and Education in Nigeria


Internet and access to computers has risen across Africa most notably in South Africa, Kenya, Rwanda and Nigeria.  Rwanda is investing a lot of money in providing access to a laptop with internet capabilities for every child between the ages of 9 and 12 by 2012.  Rwanda is trying to base its economy on high-tech industries and they have a side goal of producing more computer scientists.  Nigeria is said to be ahead of Rwanda in the high-tech economy race.
  The computer Rwanda is providing for every child between the ages of 9 and 12 is called the XO.  The first 100,000 computers cost the Rwandan government $181 each but the next generation of machines is said to be less than $100 each.
  Nigeria’s perceived position in computer and internet access is a good start for online education organizations like the Florida Virtual School.  As of June 2009 Nigeria had 11 million internet users out of 150 million citizens.
  Nigeria ranks 29th in the world for internet users, next to Ukraine and Argentina, displaying their relatively large amount of users who could be potential customers of online education.  However, as of 2009 the number of internet hosts in Nigeria is only 1,098 which puts Nigeria at 158, right next to its neighbor Benin and Micronesia.  The number of internet hosts measures the amount of connectivity in the country and Nigeria’s rank indicates poor connectivity relative to the amount of users.
  The number of internet users in Nigeria is not a high percentage but there is still a large target market for which to sell services.

Nigeria’s internet usage has grown from 200,000 users in 2000 to 11 million in 2009 which is a big increase in nine years but the growth has been hindered.  The country’s fixed line infrastructure has kept the development of internet penetration down but the situation is changing.  More competition to deliver wireless internet has improved access across the country.  There are over 400 Internet Service Providers in Nigeria that are bringing internet to more of the country.  Nigeria is also the most competitive fixed-line internet carrier market in Africa.
  The intense competition in Nigeria is evidence that the people are very interested in using the internet.  Therefore, computers should eventually become as much a part of the average Nigerian’s life as they are for Americans.  A potential problem in Nigeria that is often seen as a positive attribute is the amount of competition and privatization in the strategic industry of telecommunications.  The issue that could arise with so many different providers and the diversity of internet access in Nigeria is that it could be difficult logistically to be compatible with all of the different providers.  Depending on Nigeria’s regulations for internet providers, the virtual schools might need to make compatibility alterations to their programs. This would be so that every Nigerian who wants to utilize virtual education can do so without having to be customers of specific internet providers.
Bringing Virtual Education to Nigeria

There are tens of thousands of young men who need to be re-integrated back into Nigerian society and many of them need further education in order to do so.  This education could range from basic reading and writing to vocational adult education.  One virtual institution, the Florida Virtual School, offers adult education classes through the Florida Adult and Technical Distance Education Consortium (FATDEC).  FATDEC’s curriculum is created to offer the secondary education adults need to move on to the next level either in education or entering the workforce.  The classes are designed to be more pertinent to the needs of adults rather than the typical high school aged students.  However, since FATDEC does not offer any of its courses outside of the state of Florida much less outside of the U.S., at the moment FLVS is not equipped to meet the needs of the Niger Delta.  FLVS needs to continue to develop its adult education program for international students, as would most U.S. based online programs.  
More developed economies require a more educated population and as the economies of the developing world continue to become more high-tech the people of those countries will need to become more educated.  Nigeria has one of the most developed economies in Africa due almost exclusively to its large oil and natural gas reserves in the Niger Delta.  If the current administration wants to successfully fulfill its promise to the militants of training and jobs they will need more educational services.  Nigeria will also need traditional high school classes for these former militants since many of them are very near the traditional high school age.  The opportunities outside of educating the Niger River Delta militants is very promising.  The age structure of Nigeria shows the education for traditional school aged children should be in demand.  The ages of 0-14 account for 41.5% of the population of Nigeria which include prime school ages for traditional education.
  Having this amount of potential students to offer classes to would ensure FLVS’s success in Nigeria long after the Niger Delta situation is resolved.  Since the Global Services division which offers classes outside of Florida and the U.S. is run like a business and they need profit to continue, having a healthy amount of potential customers is important.
Potential Obstacles for Virtual Education
The constraints faced by virtual educators if they enter the Nigerian market are plentiful:  corruption, policy continuity and the restarting of conflict in the Niger Delta.  A lack of IT infrastructure is another obstacle these schools would face as is previously mentioned.  These constraints are present in Nigeria and can pose a threat to the online education industry but they can be managed.  Appendix B is an operation risk index (ORI) of the current risk level to virtual education when entering Nigeria.  The ORI is a broader overview of the conditions in Nigeria which shows a bigger picture of what to expect while the obstacles specifically outlined below are issues that are most important to the industry.

The first major threat to virtual education in Nigeria is corruption which has hampered business and development of all kinds in the country for decades.  Former President Yar’Adua started his first term in 2007 by making a statement on corruption by being the first president to declare all of his assets on his entrance into office.  Mr. Yar’Adua also took some initial steps in fighting corruption by financially supporting state governors.  Lagos State’s governor, Babatunde Fashola, has begun to make an impression in the largest city in Nigeria, Lagos.  The governor has persuaded the inhabitants to pay taxes, which have resulted in visible improvements through out the city.
  Despite the progress the current administration has made in fighting corruption the problem is still present through out the country.  The elections that brought Mr. Yar’Adua to office in 2007 were seen by all outside observers and many Nigerians as fraudulent.  Mr. Yar’Adua was hand picked by the last president Olusegun Obasanjo and therefore is a product of this corruption.  Yar’Adua’s situation made him seem uneasy about truly bringing transparency to the political process which then led to the question if he was actually willing to clean up the business environment.
  The current president, Goodluck Jonathan who took over as president when Umaru Yar’Adua died on May 5th this year, wants to be seen as a reformer.  Mr. Jonathan started off positively by firing the head of the electoral commission, Maurice Iwu, who was considered corrupt according to other electoral commission officials.  Mr. Jonathan is also behind a new bill that will make the electoral commission more independent of the presidency therefore creating less perceived corruption.

One indication of the former president’s commitment to fighting corruption was his appointment of Lamido Sanusi to the governorship of Nigeria’s central bank.  Since Mr. Sanusi took office in June of 2009 he has completed many emergency audits which revealed financial recklessness.  Five banks that held 30% of the country’s deposits were on the edge of collapse along with several other major lenders.  The Nigerian Central Bank has put $3.9 billion into these nine total banks to help keep them afloat.  The anti-corruption agency, the Economic and Financial Crimes Commission, has uncovered major discrepancies with important businessmen and politicians like Aliko Dangote, the president of Nigeria’s stock exchange and Atiku Abubaker, a former vice-president.
  Corruption is being cleaned up all over Nigeria and the government is aware of the problems is causes but the situation remains that there is still a lot of corruption that could inhibit an American company from beginning operations.  
Policy continuity is a potential constraint virtual educators could have if Mr. Jonathan is not successful in next year’s elections.  The current economic reform is focused on anti-corruption and increased trade cooperation.  The government has created an intellectual property commission to investigate the gross violations of International Property Rights in Nigeria.
  IPR enforcement is a major concern of all multi-national companies when they enter a new international market because their programming can be counterfeited and sold without their knowledge.  Virtual education is an industry that requires strong property rights laws to do business.  Without protection the online courses would be quickly pirated and could end up being tampered with and diluted by people with no interest in educating anyone.  Similar to how bootlegged copies of movies and songs take away from the quality of the entertainment.
Another policy strategy that may indirectly encourage virtual education is the National Economic Empowerment and Development Strategy (NEEDS).  The policy encourages economic reform and development that can only be made possible by increased education.  Each state in Nigeria has their own specific version of this economic empowerment strategy and they seem to be very similar in their goals.  The goals NEEDS has are agricultural security, poverty reduction, wealth creation and increased education.  The main differences from state to state are how these goals are to be accomplished but what is always mentioned is the need for better educated people.
  If the national government or the state government decides to deviate from this strategy and focus more on essential goods like food and shelter online educators will have trouble finding clients.  
A resurgence of conflict in the Niger Delta would mean disaster for anyone who might benefit from peace in that region.  The proposed strategy of getting a contract with the government to educate the former militants would not work if those militants are back in swamps fighting the government.  There is a real threat that the amnesty deal could fall through and the fighting could continue.  At the end of November 2009 there were reports that the militants being housed on college campuses in the delta region were becoming restless.  Former militants beat and raped students around one university while also destroying shops and cars along the streets.  Several rebel leaders are growing impatient at the lack of jobs and development money that is being funneled into the region.  A state coordinator of the amnesty program in Port Harcourt said the program got off to a slow start. He also said that the government must match the militants’ commitment to the peace deal with the promises the government made.
  Appendix C shows the political, economic and financial risk present in Nigeria is moderate as it would pertain to any company looking to enter the country.
Benefits to Nigeria


The main benefit to Nigeria of a partnership with an online institution is a higher educated workforce.  This benefit has several implications that are results of having more people in school and more people with high school degrees.  The benefit that is most important to Nigeria in the Niger Delta is increased national security.  One of the initial reasons the rebels were fighting the government which was mentioned earlier is a lack of jobs and economic opportunities in an area that produces the most oil in Africa.  Educating the people of the region would increase their employability and ease tensions between the government and the population.  At the same time enrolling several thousand young men in school courses that would keep them busy and involved in other aspects of life could also decrease the amount of young men who would be willing to return to the fighting if it erupted again.  
Recommendations for Virtual Educators

The Nigerian government is currently faced with a national security issue of how to deal with tens of thousands of former Niger Delta rebels.  The government has made promises to them and is having trouble keeping those promises.  One of the conditions of the amnesty agreement was for the government to provide retraining or initial education to the former militants who needed it to reintegrate back into society.  The strategy the Florida Virtual School must utilize to receive a contract in Nigeria is reducing the threat to national security.  If these schools approach the amnesty program directors with their plan to educate the thousands of young men who are in need of a basic or secondary education the government officials may listen.  In order to be successful in Nigeria, they must appeal to what is most important to those in power and then exploit that to further expand their international school and help develop the Niger River Delta.  
Appendix A.


Appendix B.

Virtual Education Industry in Nigeria

	Criteria
	0-4

Rating
	Weight
	New 

Weight
	Weighted

Rating

	Policy Continuity
	2
	3.0
	3.0
	6.0

	Attitude: Foreign Investors & Profits
	3
	1.5
	1.5
	4.5

	Degree of Privatization
	3
	1.5
	1.5
	4.5

	Monetary Inflation
	3
	1.5
	1.5
	4.5

	Balance of Payments
	4
	1.5
	1.5
	6.0

	*Bureaucratic Delays
	2
	1.0
	1.5
	3.0

	Economic Growth
	2
	2.5
	2.5
	5.0

	**Currency Convertibility
	3
	2.5
	2.0
	6.0

	*Enforceability of Contracts
	2
	1.5
	2.0
	4.0

	**Labor Cost/ Productivity
	3
	2.0
	1.0
	3.0

	Professional Services & Contractors
	3
	0.5
	0.5
	1.5

	*Communication & Transportation
	2
	1.0
	2.5
	5.0

	Local Management & Partners
	3
	1.0
	1.0
	3.0

	Short-term Credits
	3
	2.0
	2.0
	6.0

	**Long-term Credits & Venture Capital
	2
	2.0
	1.0
	2.0

	ORI Rating
	
	25
	25
	64

Moderate Risk


*I increased the weights of two risk criteria to show that these particular factors are more important to nearly any industry in Nigeria today.  The explanations are below.

**The factors I deducted weighting points from are important but not as much to the industry being modeled, virtual education.

Bureaucratic Delays

The Nigerian government is known for its rampant corruption and this factor best displays that deficiency in relation to virtual education.  The real world example of virtual education I am using to make the modeling decisions is Florida Virtual School.  The online k-12 school has an extensive Global Services division that sells its courses outside of Florida to other U.S. states but also to other countries.  FLVS usually partners with local school boards and districts to offer alternatives to the traditional school courses.  Therefore, the local district must approve FLVS’s selling conditions and then work with FLVS to enroll students in the online classes.  There is often a lot of government involvement in the process of acquiring new clients since FLVS rarely works directly with students without the traditional school’s assistance.  

Enforceability of Contracts

A major issue FLVS faces when offering classes outside the U.S. is the strength of the host country’s IPR laws.  FLVS’s courses are protected under IPR laws but if a district wants to steal the courses and use them at their will there is very little stopping them.  Nigeria, like other economically rising countries, sometimes chooses to not abide by property rights and copies or steals intellectual property.  This can be an issue for FLVS because the Global Services division must make a profit.

Communication and Transportation

The very nature of the industry demands that the communication infrastructure be reliable and widely available.  Much of Nigeria’s basic infrastructure is decaying and in disrepair however according to the national government 10 million people have access to the internet.  Out of a country of 150 million people this does not seem like a large amount but in real value 10 million internet users in a young country means the potential client base is still in the millions.  The Yar’Adua administration has made infrastructure improvement a main pillar of its agenda.  Technology has become a buzz word in African developing economies like Kenya, Rwanda and Nigeria.  The countries who can afford it are building their economies on a high-tech platform.

Risk Management Recommendations

· To combat the corruption and bureaucracy in Nigeria a virtual education organization needs to be aware who they will have to deal with and what that actor’s interests are.  An educational institution cannot assume that Nigerian education officials necessarily have students’ education as their top priority.  Conducting research to understand what is most important to the officials so they can get in the door is vital.

· Getting inside the Nigerian government and simply making friends with key officials is a relatively cheap and legal way to influence the government to your side.  Staying away from forms of corruption will pay off if your strategy is for long-term sustainability simply because the current administration is making a push to fight corruption.

· Partnering with the petroleum industry in Nigeria would also ensure long-term sustainability.  The major oil companies are starting to look for local talent to run certain operations because it creates good will amongst the local population.  These future employees need a basic education like any other skilled worker.

· FLVS and other virtual educators should invest in political risk insurance to protect against stolen intellectual property and future internal conflicts, mainly in the Niger Delta

· There might be a big opportunity in the Niger Delta to retrain former insurgents with adult classes so avoiding the problem areas is not an issue

· Due to big opportunities being present in potentially hostile areas forming alliances with the government and other private companies like the oil companies

Appendix C.

International Country Risk Guide-Nigeria

Political Risk



       Actual   Max



            Pts.   Pts.

	Political Risk Factor
	56
	100
	Brief Explanation

	Government Stability
	7
	12
	The Nigerian government has recently started the amnesty program for former militants in the Niger Delta and so far it has succeeded but there remain doubts on whether or not the government will continue to deliver


	Socioeconomic Conditions
	6
	12
	The insurgency that plagued the Niger Delta was mainly due to the lack of oil money the region received.
  On the up side the new central bank governor has started solid anti-corruption policies that are paying off.


	Investment Profile:

Risk to operations-1

Taxation-2

Reparations-3

Labor costs-3
	9
	12
	Nigeria needs foreign direct investment to grow and the government knows it.  There are incentives and opportunities for companies interested in long-term investment especially in raw materials.  There are local conditions and special business practices that need to be observed in order to be successful.


	Internal Conflict
	4
	12
	The Aforementioned Niger Delta insurgency effectively ended in October but there are signs that a resurgence may be coming.


	External Conflict
	8
	12
	There are no outside conflicts involving Nigeria however poisonous neighbors like Chad could infect the country with spillover on the border.


	Corruption
	2
	6
	Corruption in Nigeria has resulted in government funds not being used properly and therefore has caused tensions between ethnic groups and even contributed to the Niger Delta insurgency.


	Military in Politics
	5
	6
	The government has not played a significant role in government since the return in civilian rule in 1999.


	Religious Tensions
	4
	6
	In the elections of 1999 12 of the northern provinces, which are inhabited predominately by Muslims, adopted sharia law which has increased tensions between the Muslim north and the Christian south.


	Law and Order:

Law-1

Order-1
	2
	6
	The recently ended Niger Delta insurgency demonstrated how ineffective the judicial system is, but the Yar’Adua administration has taken several actions to strengthen the courts.


	Ethnic Tension
	4
	6
	There are several major ethnic groups in Nigeria but the tensions mainly fall along religious lines.  Several of the major ethnic groups associate primarily with Christianity or Islam which makes ethnic tensions appear present.


	Democratic Accountability
	3
	6
	The Yar’Adua administration has made itself more accountable to the citizens of Nigeria by instituting new policies and actually following through.


	Bureaucracy Quality
	2
	4
	Nigeria’s government has only been under civilian control since 1999 so the bureaucracy has not had time to entrench itself. 


Financial Risk

	Financial Risk Factor
	44
	50
	Brief Explanation

*unless otherwise noted, all financial data is derived from previous citation

	Foreign Debt/GDP
	10
	10
	Foreign Debt-$9.996bn  GDP-$336.2bn

	Foreign Debt Service/Exports
	10
	10
	Total Debt Service(% of exports of goods, services and income, 2007)- 1.4


	Current Account/Exports
	14
	15
	Current Account-$3.877bn  Value of Exports-$76.03bn

	Net International Liquidity/Months of Import Coverage
	4.5
	5
	Monthly Value of Imports-$3.858bn 

 Reserves of Foreign Exchange and Gold-$53bn

	Exchange Rate Stability
	5.5
	10
	Nairas/$US ~150 (11/29/09)

Nairas/$US 117.8 (2008)  Depreciation-27.3%


Economic Risk

	Economic Risk Factor
	36.5
	50
	Brief Explanation

*unless otherwise noted, all economic data is derived from previous citation

	GDP per Head as %of Average
	.5
	5
	GDP/head as % of average-11.2


	Real GDP Growth
	9.5
	10
	GDP growth rate 2008-5.3%

	Annual Inflation Rate
	7
	10
	Inflation Rate for Consumer Prices-11.6%

	Budget Balance as % of GDP
	7
	10
	Budget Balance- $-4.96bn

GDP-$336.2bn  =-1.5%

	Current Account as % of GDP
	12.5
	15
	Current Account-$3.877bn

GDP-$336.2bn   =1.1%


Composite Political, Financial and Economic Risk Rating

0.5(56+44+36.5) = 68.25

Moderate Risk
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