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Although Nigeria’s maritime asset serves as an avenue for revenue generation, insecurity that 

is associated with Nigeria’s waterways and maritime sector, serves as a source of revenue 

leakage to the Nigerian economy. A study by Oceans Beyond Piracy (OBP) in 2016 

examined the cost of piracy in three regions: (1) the Horn of Africa; (2) Nigeria and the Gulf 

of Guinea; and (3) the Malacca Straits. Using the cost of Somali piracy as a case study, the 

study analysed both the direct and indirect costs of piracy activities in these regions. The 

report revealed that, despite several efforts to address piracy and armed robbery at sea in 

West Africa, the incident increased from 2015 to 2016. Regrettably, almost two-thirds of all 

incidents recorded in 2016 were reported off Nigeria in the exclusive economic zone (EEZ) 

and territorial waters, and violent attacks in particular were concentrated almost exclusively 

in that area (see Figure 1). 

 

Figure 1: Location of Piracy Related Attack Incidents in West Africa 

 
Source: Oceans Beyond Piracy (OBP) Report, 2016 

 

 

Whereas a total of 54 incident was recorded in 2015, the number increased to 95 in 2016. The 

human cost of piracy in West Africa also worsened from 2015 to 2016. Compared to Asia, 

the number of seafarers subjected to attacks decreased from 199 in 2015 to 129 in 2016. 

While the total economic cost of piracy activity in East Africa is about $1.7 billion, the 

amount for West Africa and Asia are $793.7 million and $4.5 million respectively (see Table 

1). The sources through which piracy leads to loss of revenue to in the maritime and 

waterways sector are discussed in the next section. 

 

Table 1: Economic and Human Cost of Piracy Activity in Africa and Asia 

  East Africa West Africa Asia 

Economic Cost $1.7 billion $793.7 million $4.5 million 



Human Cost 

545  

Seafarers 

subjected to 

attacks 

1921  

Seafarers subjected to attacks 

(up from 1225 in 2015) 

2283  

Seafarers subjected 

to attacks (down 

from 3674 in 2015) 

Pirate Activity 

27 total reported 

incidents 

95 reported attacks (up from 

54 in 2015) 

129 total reported 

incidents (down 

from 199 in 2015) 

Source: Oceans Beyond Piracy (OBP) Report, 2016 

Channels through which Nigeria Records Economic Losses to Piracy Related Activities 
The sources through which piracy leads to loss of revenue to in the maritime and waterways 

sector were identified as: 

 Ransoms 

 Insurance Premiums 

 Re-Routing Ships 

 Security Equipment 

 Losses to Oil and Fishing Industry 

 Cost of Security Escort 

 

 

Ransoms 

An average of $150,000 in 2005 to $5.4 million in 2010 were identified as ransom paid to 

pirates that held cargoes shipping South Korean oil tanker. By the end of 2010, 

approximately $238 million was paid in ransoms to Somali pirates in that year alone. 

 

Insurance Premiums  

Shippers often purchase four main types of insurance as indemnity against piracy: war risk, 

kidnap and ransom (K&R), cargo, and hull. The most significant increase in premiums has 

been in ‘war risk’ and K&R. The Gulf of Aden was classified as a ‘war risk area’ by Lloyds 

Market Association (LMA) Joint War Committee in May 2008, and is therefore subject to 

these specific insurance premiums. The Cost of Piracy Model calculates the additional cost of 

insurance to the shipping industry by using a lower bound estimate (10% of ships purchasing 

these insurance premiums) and an upper bound estimate (70% of ships). From these 

calculations, it is estimated that total excess costs of insurance due to piracy lies between 

$460 million and $3.2 billion per year. 

 

Re-routing Ships to Avoid Piracy  

Another way in which piracy takes its toll on an economy is through re-routing. Low and 

slowly moving ships, are often at great risk of piracy attack, hence, tend to avoid risk zones 

by seeking alternative shipping paths. The report by Oceans Beyond Piracy estimates the total 

costs of re-routing to such ships to be between $2.4 to $3 billion per year. 

 

Deterrent and Security Equipment  

In the same vein, ship owners may attempt to protect their property and crew from piracy 

attacks by preparing their ships with security equipment and/or guards prior to transiting a 

high-risk zone. The cost of such preparation is estimated to be between $363 million and $2.5 

billion per year. 

 

Losses to Oil and Fishing Industry 

A specific finding with regards to Nigeria in the report is that piracy also leads to losses to oil 

and fishing industry. The amount was put at $42 million compared to a country like 



Seychelles that has an estimated loss to the fishing/tourism sector of about $6 million. 

According to the 2016 OBP report on maritime piracy, the economic cost of the Somali 

Piracy from 2015  – 2016 moved from $1.3 billion in 2015 to $1.7 billion (see Figure 2). 

 

  

 

Figure 2: The Economic Cost of Somali Piracy (2010-2016) 

 
Source: OBP, 2016 Report 

 

Security Escort Costs 

The OBP report for West in 2016 also shows that the incident of pirate activity in West 

Africa is highest in Nigeria. To address this source of insecurity, security escorts is often 

employed. The OBP 2016 report shows that from Lagos to Warri alone, a total of 44 escorts 

is required annually. At a cost per escort of $37,500, this yields about $1,650,000 annually. 

The cost of escort from Warri to Onne totals $3,360,000 at a unit cost of $56,000. From 

Lagos to Onne, the unit cost per escort is $64,000 for which a total of 116 might be required 

thus, yielding a total annual cost of $7,424,000. Generally, the annual costs for Delta Escorts, 

amounts to $12,434,000.  
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