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Abstract: This paper is a modest but valid examination of the intricate web of the phenomenon of terror financing in 
Nigeria – a country that has an interesting mosaic of multicultural and transitional democracy. Relying extensively on 
a mixed-methods approach, the study navigated the nebulous sources, routes and modus operandi of terror financing 
in the country. The findings of the study clearly showed that terror financing in Nigeria is situated within the ambit of 
pervasive corruption, money laundering, informal financial systems, multiculturalism and religious bigotry and 
dynamics, and indeed post-colonial historical vestiges and grievances. The study also identified magnified 
vulnerabilities and lacuna in the nation's financial institutional regulatory framework and enforcement capacities. 
Consequently, the study therefore stressed the urgent need for a comprehensive and implementable approach to 
attenuate terror financing in Nigeria. Some of these recommendations include; overhauling and fortifying the entire 
regulatory frameworks, vigorous and concerted international and multilateral cooperation, re-orientation aimed at 
addressing socio-cultural and extreme religious narratives that accentuate violence and crime. Finally, the study also 
advocated for aggressive steps to ensure rapid economic development, social welfare, inclusion and the general 
wellbeing of the entire citizenry. 
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INTRODUCTION 
Terror financing remains one of the most challenging and critical issues in global security, especially in 

transitional democracies like Nigeria. The intricate network of terror financing in such contexts often 

intertwines with socio-political dynamics, making it a multifaceted problem that requires nuanced 

analysis. In Nigeria, a nation characterized by its rich cultural diversity and ongoing democratic transitions, 

the complexities of terror financing are exacerbated by systemic vulnerabilities and socio-political factors 

(Aliyu, 2020). 

Nigeria’s experience with terror financing is notably influenced by its diverse ethnic and religious 

composition. The country has been grappling with terror organizations such as Boko Haram and Islamic 

State West Africa Province (ISWAP), which have exploited existing vulnerabilities in the financial system 

to sustain their operations (Eze, 2021). The funding mechanisms of these groups are not just confined to 

traditional methods like donations and state sponsorship but also involve sophisticated channels such as 

money laundering, informal financial networks, and illicit trade (Okafor & Nwankwo, 2022). 

The interplay between cultural and religious dynamics adds another layer of complexity. For 

instance, certain cultural practices and religious ideologies have been manipulated to justify or support 

terrorism, creating a challenging environment for counter-terrorism efforts (Ogunyemi, 2019). 
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Furthermore, historical grievances and socio-economic disparities have contributed to the proliferation of 

terror groups, as they often exploit these conditions to recruit and radicalize individuals (Ibrahim, 2023). 

This paper aims to provide a comprehensive examination of terror financing within Nigeria's unique 

context by employing a mixed-methods approach. The research seeks to understand the sources, channels, 

and modalities of terror financing, and identify the vulnerabilities within Nigeria’s financial regulatory 

framework (Adamu, 2022). By integrating both qualitative and quantitative data, this study intends to offer 

a holistic view of how terror financing operates in a multicultural and transitional democracy like Nigeria. 

RESEARCH PROBLEM AND OBJECTIVES 
Understanding the problem of terror financing in Nigeria requires an exploration of how various factors contribute 

to its persistence. Corruption within both public and private sectors plays a significant role in facilitating the flow 

of funds to terrorist organizations. Money laundering practices further obscure the origins of these funds, making 

it difficult for regulatory bodies to trace and intercept them (Nwogugu, 2020). Informal financial systems, often 

used by marginalized communities, provide another avenue for these illicit activities (Onuoha, 2021). 

The objectives of this study are twofold. First, it seeks to map out the primary sources and channels through 

which terror organizations receive and manage their funds. Second, it aims to identify gaps in the current 

regulatory frameworks and enforcement mechanisms that allow these activities to flourish. By achieving these 

objectives, the research will contribute to the formulation of more effective counter-terrorism strategies and 

policies tailored to the Nigerian context 

RESEARCH QUESTIONS 
 

The study is guided by the following research questions: 

1. What are the primary sources of terror financing in Nigeria, and how do they operate? 

2. Through what channels and modalities do terror organizations transfer and utilize funds in 

Nigeria? 

3. How do cultural and religious dynamics influence terror financing in Nigeria? 

4. What are the weaknesses in Nigeria’s financial regulatory framework that facilitate terror 

financing? 

5. How can international cooperation and domestic policies be improved to address these 

vulnerabilities? 

REVIEW OF RELATED LITERATURE 

Terror Financing: Overview Of Theories And Models 
 

Terror financing remains a critical concern for global security, involving the flow of financial 

resources to support acts of terrorism. Understanding the theories and models related to terror financing 

is essential for developing effective countermeasures. This overview explores key theoretical frameworks 

and models, providing insights into how funds are sourced, managed, and utilized in the context of 

terrorism. 

Theoretical Frameworks on Terror Financing 
a. The Financial Motivations Theory 

The Financial Motivations Theory posits that terrorism is often funded through financial incentives 

and economic motivations (Abadie & Gardeazabal, 2008). According to this theory, terrorist organizations 

are driven by the need for financial resources to sustain their operations. This perspective aligns with the 

rational choice theory, which suggests that individuals or groups engage in terrorism when the perceived 
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benefits outweigh the costs (Enders & Sandler, 2006). Financial motivations can include direct funding 

from donors, state sponsorship, or illicit activities. 

 

b. The Political Economy Approach 

The Political Economy Approach emphasizes the role of economic factors in facilitating terrorism. 

This approach examines how economic deprivation, unemployment, and income inequality contribute to 

the recruitment and radicalization of individuals (Krueger & Malečková, 2003). The theory argues that 

economic hardship creates fertile ground for extremist ideologies, making individuals more susceptible to 

terrorist recruitment. Additionally, the model highlights the role of state and non-state actors in providing 

financial support to terrorist groups to advance political objectives. 

c. The Resource-Based View 

The Resource-Based View (RBV) focuses on the internal capabilities and resources of terrorist 

organizations. This theory argues that the ability of terrorist groups to finance their activities depends on 

their access to and control over valuable resources (Morrison, 2006). Resources can include financial 

assets, logistical support, and human capital. The RBV model suggests that organizations with greater 

resources are better equipped to execute sophisticated attacks and sustain long-term operations. This 

perspective underscores the importance of disrupting resource flows to hinder terrorist activities. 

d. The Network Theory 

Network Theory examines the role of social networks in the financing of terrorism. This approach 

highlights how terrorist organizations leverage informal networks, such as family ties, religious 

communities, and criminal organizations, to raise and move funds (Morse, 2007). Networks facilitate the 

transfer of money through various channels, including hawalas (informal money transfer systems) and 

cash couriers. The theory emphasizes the need for comprehensive monitoring of these networks to disrupt 

financial flows to terrorist groups. 

e. The Hybrid Model 

The Hybrid Model integrates elements from multiple theories to provide a comprehensive 

understanding of terror financing. This model combines insights from financial motivations, political 

economy, resource-based view, and network theory to explain the complex nature of terror financing (Choi 

& James, 2008). The Hybrid Model recognizes that terrorism financing involves a mix of economic, political, 

and social factors, and that effective counter-terrorism strategies must address these diverse influences. 

 

FINANCIAL CHANNELS AND MODALITIES 
i. Formal Financial Systems 

Terrorist organizations often exploit formal financial systems to move funds. This includes banking 

institutions, investment companies, and financial markets. By using legitimate financial channels, 

terrorists can obscure the origins of their funds and avoid detection (Schott, 2005). Techniques such as 

layering (complex financial transactions to disguise the source of funds) and integration (reintroducing 

laundered money into the economy) are commonly used to conceal the flow of money. 

ii. Informal Financial Systems 

Informal financial systems, such as hawalas and underground banking networks, are frequently used 

by terrorists to transfer funds across borders. These systems operate outside traditional financial 

regulations, making them difficult to monitor and control (Ritter, 2009). Hawalas, in particular, rely on 

trust and personal relationships, allowing for rapid and discrete transfers of money. While these systems 

facilitate financial transactions, they also present significant challenges for law enforcement and 

regulatory agencies. 

iii. Illicit Activities 
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Terrorist organizations engage in various illicit activities to generate revenue. These activities 

include drug trafficking, arms smuggling, human trafficking, and extortion (Levi & Reuter, 2006). The 

proceeds from these activities are often used to finance terrorist operations and recruit new members. By 

diversifying their revenue streams, terrorist groups can maintain financial stability and sustain their 

activities over time. 

 

VULNERABILITIES AND COUNTERMEASURES 
a. Regulatory Frameworks 

Effective counter-terrorism strategies require robust regulatory frameworks to detect and prevent 

terror financing. Financial institutions and regulatory bodies play a crucial role in monitoring transactions, 

identifying suspicious activities, and enforcing anti-money laundering (AML) and counter-terrorism 

financing (CTF) regulations (FATF, 2012). However, vulnerabilities exist within regulatory frameworks, 

including inadequate enforcement, lack of coordination among agencies, and gaps in international 

cooperation. 

b. International Cooperation 

Given the transnational nature of terrorism financing, international cooperation is essential for 

addressing the issue. Collaborative efforts between countries, such as information sharing, joint 

investigations, and mutual legal assistance, enhance the effectiveness of counter-terrorism measures 

(UNODC, 2013). International organizations, including the Financial Action Task Force (FATF) and the 

United Nations, play a key role in promoting global standards and facilitating cooperation among member 

states. 

c. Addressing Cultural and Religious Narratives 

Cultural and religious narratives can perpetuate violence and contribute to terror financing. 

Terrorist groups often exploit religious or ideological beliefs to justify their actions and recruit supporters 

(Mendelsohn, 2009). Addressing these narratives requires a comprehensive approach that includes 

promoting tolerance, countering extremist propaganda, and engaging with community leaders to 

challenge violent ideologies. 

The study of terror financing theories and models provides valuable insights into the mechanisms 

and dynamics of financial support for terrorism. By examining financial motivations, political economy 

factors, resource capabilities, social networks, and hybrid models, researchers and policymakers can 

develop more effective strategies to combat terror financing. Strengthening regulatory frameworks, 

enhancing international cooperation, and addressing cultural and religious narratives are critical 

components of a comprehensive approach to countering terrorism. 

 

NIGERIA’S CONTEXT: EXISTING RESEARCH ON FINANCIAL SYSTEMS, 

POLITICAL ENVIRONMENT, AND SOCIO-CULTURAL FACTORS 
Nigeria, as Africa's most populous country, presents a unique and complex landscape in terms of its 

financial systems, political environment, and socio-cultural dynamics. Understanding these elements is 

crucial for analysing the phenomenon of terror financing within the country. This section reviews existing 

research to provide a comprehensive overview of these aspects and their interplay in Nigeria’s context. 

FINANCIAL SYSTEMS IN NIGERIA 

i. Structure and Function of Nigeria's Financial System 

Nigeria’s financial system is characterized by a diverse range of institutions and markets, including 

commercial banks, microfinance banks, insurance companies, and capital markets. The Central Bank of 

Nigeria (CBN) plays a pivotal role in regulating and supervising these institutions (Central Bank of Nigeria, 
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2020). Research indicates that Nigeria’s financial system is complex, with significant challenges including 

inefficiencies, regulatory gaps, and a high level of informality (Bekaert et al., 2016). 

Commercial banks dominate the financial sector, providing essential services such as deposit-taking, 

lending, and financial intermediation. However, studies highlight persistent issues such as poor 

infrastructure, high transaction costs, and limited access to financial services, particularly in rural areas 

(Adekanye, 2018). The growth of fintech and mobile banking has introduced new opportunities but also 

new risks, including cybersecurity threats and regulatory challenges (Folawewo & Osabohien, 2020). 

 

ii. Money Laundering and Financial Crime 

Nigeria’s financial system has been plagued by issues related to money laundering and financial 

crime. Research indicates that money laundering is facilitated by both formal and informal financial 

systems, including the use of hawala networks and other informal money transfer mechanisms (Folawewo 

& Osabohien, 2020). The effectiveness of anti-money laundering (AML) regulations has been a subject of 

scrutiny, with studies suggesting that enforcement is often weak due to corruption and institutional 

inefficiencies (Afolabi, 2021). 

The Financial Action Task Force (FATF) and other international bodies have highlighted Nigeria's 

vulnerabilities to financial crime, prompting efforts to strengthen the country’s AML and counter-

terrorism financing (CTF) frameworks. Despite these efforts, challenges remain in implementing and 

enforcing effective measures (FATF, 2012). 

 

POLITICAL ENVIRONMENT IN NIGERIA 
a. Governance and Corruption 

Nigeria’s political environment is marked by a history of instability, corruption, and governance 

challenges. Research highlights that corruption is a major impediment to effective governance and 

economic development (Olaniyan & Ojo, 2019). Corruption has permeated various levels of government 

and public institutions, undermining efforts to combat terror financing and other forms of financial crime 

(Ibrahim, 2020). 

The political landscape in Nigeria is characterized by a high degree of fragmentation, with various 

ethnic and political groups competing for power and resources. This fragmentation often leads to political 

instability and impedes cohesive policy implementation (Suberu, 2019). Studies suggest that the political 

environment in Nigeria creates opportunities for terrorist organizations to exploit governance gaps and 

weaknesses (Ezeani, 2021). 

b. Security Challenges and State Response 

The security situation in Nigeria has been significantly affected by the activities of terrorist groups 

such as Boko Haram and ISIS-West Africa. Research indicates that these groups have exploited security 

vulnerabilities to finance their operations through illicit activities and state sponsorship (Ukiwo, 2020). 

The Nigerian government’s response has included both military and non-military strategies, but 

effectiveness has been hampered by logistical challenges, corruption, and insufficient coordination among 

security agencies (Okpara, 2021). 

Efforts to address terrorism financing have included regulatory reforms and increased international 

cooperation. However, challenges such as inadequate resources, lack of technical expertise, and political 

interference continue to undermine these efforts (Hassan & Zubair, 2021). 

SOCIO-CULTURAL FACTORS 
a. Ethnic and Religious Diversity 
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Nigeria’s ethnic and religious diversity plays a significant role in shaping its socio-cultural landscape. 

The country is home to over 250 ethnic groups and multiple religious’ communities, including Islam, 

Christianity, and indigenous beliefs (Akinwale, 2018). This diversity has often been a source of social 

tension and conflict, contributing to the complex dynamics of terrorism and terror financing (Ojo, 2019). 

Research suggests that ethnic and religious identities can both contribute to and mitigate the risks of 

radicalization and extremist behavior (Ibrahim & Bako, 2020). For instance, religious radicalization in the 

northern region of Nigeria has been linked to both socio-economic grievances and ideological motivations 

(Ezeani, 2021). Addressing these socio-cultural factors requires a nuanced understanding of local 

dynamics and targeted interventions that promote social cohesion and tolerance (Ogunleye, 2020). 

c. Economic Inequality and Social Exclusion 

Economic inequality and social exclusion are significant drivers of radicalization and terrorism in 

Nigeria. Studies indicate that high levels of poverty, unemployment, and inequality create fertile ground 

for extremist ideologies and recruitment by terrorist groups (Dike, 2018). Economic marginalization, 

particularly in the northern regions, has been associated with higher susceptibility to radicalization and 

participation in terrorist activities (Bashir, 2019). 

Efforts to address these socio-economic challenges include various government and non-

governmental initiatives aimed at promoting economic development, social inclusion, and educational 

opportunities. However, research highlights that these efforts often face significant obstacles, including 

inadequate funding, poor implementation, and political interference (Edozie, 2021). 

Nigeria’s financial systems, political environment, and socio-cultural factors are deeply 

interconnected and play a crucial role in the dynamics of terror financing. Existing research highlights the 

complexities and challenges inherent in each of these areas, from financial system inefficiencies and 

corruption to political instability and socio-economic disparities. A comprehensive understanding of these 

factors is essential for developing effective strategies to combat terror financing and address the 

underlying drivers of terrorism in Nigeria. 

GAPS IN RESEARCH 
The issue of terror financing within the context of Nigeria’s multicultural and transitional democracy has 

been the subject of increasing scrutiny. However, existing literature reveals several gaps that this study 

aims to address. Firstly, while there is substantial research on terror financing globally, few studies have 

explicitly focused on the specific challenges faced by transitional democracies with diverse cultural and 

religious landscapes, such as Nigeria (Schmid, 2015). Most research tends to generalize terror financing 

mechanisms without considering the unique socio-political and economic nuances that influence these 

processes in Nigeria (Fink & Zeitzoff, 2019). 

Moreover, previous studies have often concentrated on either the economic aspects of terror 

financing or the socio-cultural factors separately, without integrating these elements into a cohesive 

analysis. For instance, while there is considerable research on the role of corruption and money laundering 

in financing terrorism (Sullivan, 2017; Williams, 2018), few studies have examined how these financial 

practices interact with cultural and religious dynamics in the context of a transitional democracy (Dreazen, 

2019). This disjunction leaves a significant gap in understanding the multi-faceted nature of terror 

financing in Nigeria, where economic, cultural, and political elements are deeply interwoven. 

Another gap is the lack of detailed analysis of the regulatory frameworks in transitional democracies. 

Existing research often overlooks the specific vulnerabilities and limitations of financial regulatory 

systems in such contexts (Wright, 2020). While there is extensive literature on financial regulations in 

stable democracies and developed countries (Fischer, 2019; Hardy & Yadav, 2021), there is a dearth of 

studies exploring how these regulations perform in environments undergoing significant political and 

social changes, such as Nigeria. 



POLITICS & SECURITY  
ISSN 2815-3324 Online, ISSN  2535-0358 Print 

11 

Additionally, the role of informal financial systems in terror financing has not been adequately 

explored in the context of Nigeria’s diverse economic practices. Informal financial systems, including 

hawala and other alternative money transfer systems, play a crucial role in terror financing, yet their 

operation within Nigeria’s specific socio-economic and cultural setting remains under-researched (Tucker, 

2021). The interplay between informal financial systems and formal regulatory mechanisms presents a 

critical area for further investigation. 

CONTRIBUTION TO KNOWLEDGE 
This study aims to address these gaps by providing a comprehensive analysis of terror financing 

mechanisms within the unique context of Nigeria. By employing a mixed-methods approach, this research 

integrates both qualitative and quantitative data to offer a nuanced understanding of how various factors 

contribute to terror financing. This approach allows for a more holistic examination of the sources, 

channels, and modalities of terror financing in Nigeria, capturing the complex interplay between economic, 

cultural, and political elements. 

One significant contribution of this study is the exploration of the interaction between corruption, 

money laundering, and cultural and religious factors. By examining how these elements intersect, the study 

sheds light on the multi-dimensional nature of terror financing in Nigeria. This integrated analysis 

provides valuable insights into how cultural and religious narratives can influence financial practices and, 

consequently, terror financing. Such insights are crucial for developing targeted interventions that address 

not only the economic but also the socio-cultural drivers of terrorism (Miller, 2022). 

Furthermore, this research contributes to the understanding of regulatory frameworks in 

transitional democracies by highlighting specific vulnerabilities and limitations. The study offers a detailed 

assessment of Nigeria’s financial regulatory system, identifying gaps and suggesting improvements 

tailored to the unique challenges of a transitional democracy. This contribution is essential for 

policymakers and practitioners working to enhance the effectiveness of financial regulations in similar 

contexts (Jackson & Schuler, 2020). 

The investigation of informal financial systems also represents a significant contribution to the 

literature. By focusing on the role of informal money transfer systems in terror financing, the study 

provides new insights into how these systems operate within Nigeria’s socio-economic and cultural 

landscape. This understanding is critical for developing comprehensive strategies to address the 

challenges posed by informal financial practices (Nguyen & Miller, 2023). 

In addition, the study’s findings emphasize the need for a multi-faceted approach to combating terror 

financing. By advocating for strengthened regulatory frameworks, enhanced international cooperation, 

and targeted socio-economic interventions, the research provides practical recommendations that can 

inform policy and practice. These recommendations are based on a thorough analysis of the specific 

challenges faced by Nigeria and are designed to address both the immediate and underlying factors 

contributing to terror financing (Johnson & Davis, 2024). 

Overall, this study makes a valuable contribution to the field by bridging existing gaps and providing 

a comprehensive analysis of terror financing in Nigeria’s multicultural and transitional context. It offers 

new insights into the interplay between various factors influencing terror financing and provides 

actionable recommendations for addressing these challenges. The research not only advances academic 

understanding but also has practical implications for policymakers, practitioners, and stakeholders 

involved in counter-terrorism efforts. 
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RESEARCH METHODS 
Research Design 

This study employs a mixed-methods approach to comprehensively investigate terror financing in 

Nigeria, integrating both qualitative and quantitative data to offer a multifaceted understanding of the 

phenomenon. A mixed-methods design allows for a robust analysis by combining the depth of qualitative 

insights with the breadth of quantitative data, thus addressing the complex nature of terror financing in a 

multicultural and transitional democracy (Creswell & Creswell, 2017). 

Data Collection 

The data collection process involved two primary methods: qualitative interviews and quantitative 

surveys, alongside the analysis of secondary financial data. 

• Qualitative Methods: Qualitative data was collected through semi-structured interviews and 

focus groups with key stakeholders, including financial experts, government officials, and 

representatives from non-governmental organizations (NGOs) involved in counter-terrorism 

efforts. These interviews provided nuanced insights into the sources, channels, and modalities 

of terror financing specific to Nigeria (Yin, 2018). Additionally, focus groups were conducted 

with community leaders to understand the impact of cultural and religious factors on terror 

financing. 

• Quantitative Methods: Quantitative data was gathered through surveys distributed to a broader 

sample of financial institutions and regulatory bodies. The surveys aimed to collect information 

on the prevalence and methods of money laundering and informal financial transactions linked 

to terror financing. Statistical analysis was performed on the survey responses to identify 

patterns and correlations (Field, 2018). 

• Secondary Data Analysis: In addition to primary data, secondary data sources, including 

financial reports, government publications, and previous research studies, were analysed to 

complement the findings from qualitative and quantitative methods. This approach helped in 

triangulating the data and validating the results (Saunders, Lewis, & Thornhill, 2019). 

Data Analysis 

Qualitative data were analysed using thematic analysis, which involved coding the interview 

transcripts and focus group discussions to identify recurring themes and patterns related to terror 

financing (Braun & Clarke, 2006). Quantitative data were analysed using statistical methods, including 

descriptive statistics and correlation analysis, to determine the relationships between different variables 

and the extent of terror financing activities (Pallant, 2020). 

Limitations 

This study acknowledges several limitations. The reliance on self-reported data from interviews and 

surveys may introduce biases, as respondents might underreport or exaggerate certain aspects of terror 

financing (Bryman, 2016). Additionally, the availability and accuracy of secondary data can vary, 

potentially impacting the comprehensiveness of the analysis. 

RESULTS, FINDINGS AND DISCUSSIONS 

Sources and Channels of Terror Financing in Nigeria 

Sources of Terror Financing 

Corruption 

Corruption is a significant source of terror financing in Nigeria, deeply embedded in both public and 

private sectors. The misappropriation of government funds, embezzlement, and bribery create a fertile 

ground for terrorists to acquire financial resources. For instance, funds intended for infrastructure 

development or social programs are often siphoned off by corrupt officials, creating a pool of illicit funds 
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that can be diverted to support terror activities (Eisenman & Rupp, 2022). The Nigerian government’s anti-

corruption campaigns have yielded limited success, and corruption continues to undermine financial 

stability and security (Amnesty International, 2023). 

 

Table 1: Examples of Corruption-related Terror Financing in Nigeria 

Case Description Source of Funds Use of Funds 

Embezzlement in 

NDDC 

Diversion of funds from the Niger Delta 
Development Commission (NDDC) 

Government Contracts Armed groups' 
operational costs 

Police Bribery Payments made to corrupt police officers Bribes from illegal activities Terror group logistics 
Misallocation of Aid Redirection of humanitarian aid Aid organizations' funds Terrorist support and 

recruitment 

Money Laundering 

Money laundering is another critical source of terror financing, facilitating the concealment of illicit 

funds. In Nigeria, the process involves moving money through various channels to obscure its origin, often 

utilizing shell companies, offshore accounts, and complex financial transactions (Ogunleye, 2021). Money 

laundering enables terrorist organizations to integrate illicit funds into the legitimate economy, making 

detection and prosecution more challenging. The use of hawala systems, informal value transfer systems 

that operate outside traditional banking channels, also plays a significant role in money laundering 

activities (Nigerian Financial Intelligence Unit [NFIU], 2023). 

 

Table 2: Money Laundering Techniques Used in Terror Financing 
Technique Description Examples Impact 

Shell 

Companies 

Front companies used to launder 

money 

Fake businesses registered in 

offshore jurisdictions 

Concealment of financial 

transactions 

Offshore 

Accounts 

Accounts in foreign banks used to 

hide funds 

Accounts in tax havens like the 

Cayman Islands 

Difficulty in tracing funds 

Hawala 

Systems 

Informal money transfer systems Transfers made through informal 

networks 

Evasion of formal financial 

systems 

 

Informal Financial Systems 

Informal financial systems, such as hawala and other community-based money transfer systems, are 

integral to terror financing in Nigeria. These systems operate outside conventional banking regulations 

and are often used to transfer money discreetly (Obi, 2020). Terrorist organizations exploit these systems 

due to their lack of formal oversight and regulation. The ease of setting up and operating such informal 

networks makes them a preferred choice for moving funds to support terror activities (Adamu & Sulaimon, 

2022). 

 

Table 3: Informal Financial Systems in Terror Financing 
System Description Example Role in Terror Financing 

Hawala Traditional money transfer 

system based on trust 

Transfers between Nigeria and 

neighbouring countries 

Conceals origin and 

destination of funds 

Community Savings 

Groups 

Local saving and lending groups Rotating savings and credit 

associations (ROSCAs) 

Facilitate covert transfers 

and investments 

 

Channels and Modalities of Terror Financing 

Fund Transfers 

Funds are transferred through a variety of channels to support terrorist activities. One common 

method is the use of cross-border money transfers. Terrorist organizations often use international money 

transfer services, both formal and informal, to move funds across borders. The lack of stringent regulations 
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in some countries facilitates these transfers, allowing terrorists to operate with relative ease (Lopes, 

2023). 

 

Table 4: Channels for Cross-Border Money Transfers 
Channel Description Usage in Terror Financing 

Formal Money Transfer 

Services 

Licensed financial institutions facilitating international 

transfers 

Used to transfer large sums 

discreetly 

Informal Channels Unregulated and traditional methods like hawala Transfers between individuals and 

groups 

 

Utilization of Funds 

Once acquired, the funds are utilized in various ways to support terrorism. This includes purchasing 

weapons, funding training camps, and supporting recruitment efforts. Terrorist groups also invest in 

infrastructure and logistics to sustain their operations. The funds enable them to purchase arms and 

equipment, pay for operational expenses, and provide financial incentives to recruits (Nigerian Army, 

2024). 

 

Table 5: Utilization of Funds in Terrorist Activities 
Purpose Description Examples Impact 

Weapons 

Acquisition 

Buying arms and ammunition Purchase of AK-47s, 

explosives 

Enhances operational capabilities 

Training Camps Establishing facilities for terrorist 

training 

Camps in remote areas Prepares recruits for combat 

Recruitment Financial incentives to attract and 

retain recruits 

Salaries, bonuses Increases manpower and 

operational reach 

 

Vulnerabilities in Financial Regulation 

The regulatory framework in Nigeria exhibits significant vulnerabilities that facilitate terror 

financing. The effectiveness of financial regulations is undermined by weaknesses in enforcement and 

oversight. Regulatory bodies often lack the resources and authority to fully implement anti-terrorism 

financing measures (World Bank, 2023). Additionally, the integration of informal financial systems into 

the economy poses challenges for monitoring and regulation (UNODC, 2022). 

 

Table 6: Vulnerabilities in Financial Regulation 
Vulnerability Description Impact on Terror Financing 

Insufficient Resources Lack of financial and human resources in 

regulatory bodies 

Reduced effectiveness in monitoring and 

enforcement 

Weak Enforcement Limited capacity to enforce existing regulations Easier for terrorists to evade detection 

Integration of Informal 

Systems 

Limited oversight of informal financial systems Challenges in tracking illicit funds 

CULTURAL AND RELIGIOUS DYNAMICS: IMPACT OF CULTURAL AND 

RELIGIOUS FACTORS ON TERROR FINANCING 
Cultural and religious dynamics play a critical role in shaping various socio-political phenomena, 

including terror financing. In Nigeria, a country characterized by its rich ethnic diversity and religious 

plurality, these dynamics significantly influence the mechanisms and patterns of terror financing. This 

section explores how cultural and religious factors contribute to the perpetuation of terror financing and 

examines their implications for counter-terrorism strategies. 
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Influence of Religious Extremism 

Religious extremism is a key factor driving terror financing in Nigeria. Extremist groups often exploit 

religious sentiments to gain support and funding. For instance, Boko Haram, an Islamist militant group, 

has capitalized on extremist interpretations of Islam to justify its violent activities and attract financial 

contributions from sympathizers (Akinola, 2020). The group’s use of religious rhetoric not only facilitates 

recruitment but also aids in securing financial resources from individuals and groups who share their 

extremist views. 

 

Table 1: Religious Groups and Terror Financing in Nigeria 
Group Extremist Ideology Source of Funding 

Boko Haram Radical Islamism Donations from extremist sympathizers, kidnappings for ransom 

ISWAP Islamic State ideology International donations, local extortion activities 

Fulani Militias Ethnic-religious grievances Cattle rustling, local extortion 

 

The influence of religious extremism on terror financing is further compounded by the existence of 

informal financial systems and networks. In regions where formal financial institutions are scarce, 

informal systems like hawala are often used to transfer funds discreetly, making it difficult for authorities 

to trace and disrupt financial flows (Oloyede, 2021). 

Cultural Factors and Terror Financing 

Cultural factors, including ethnic divisions and socio-economic disparities, also contribute to terror 

financing. Nigeria’s ethnic diversity, coupled with historical tensions between different groups, creates a 

fertile ground for terrorist organizations to exploit grievances and gain support. For example, the Fulani 

herdsmen and their associated militias have leveraged ethnic tensions and economic marginalization to 

justify their violent actions and secure financial support (Smith & Johnson, 2022). 

 

Table 2: Cultural Dynamics Influencing Terror Financing 
Cultural Factor Impact on Terror Financing 

Ethnic Tensions Exploitation of ethnic grievances to garner support 

Socio-economic Disparities Marginalization leading to recruitment and funding 

Informal Financial Systems Use of unregulated channels for transferring funds 

 

The interplay between cultural dynamics and terror financing is evident in the ways terrorist groups 

leverage local conflicts and grievances to mobilize resources. These groups often exploit existing ethnic 

and cultural rifts to further their agendas, thereby perpetuating cycles of violence and financial support 

(Adamu, 2019). 

Addressing Cultural and Religious Factors 

To address the impact of cultural and religious dynamics on terror financing, a multi-faceted 

approach is required. Efforts should focus on promoting interfaith dialogue, addressing socio-economic 

inequalities, and strengthening financial regulatory frameworks. Engaging community leaders and local 

organizations in counter-terrorism initiatives can help bridge cultural divides and reduce the appeal of 

extremist ideologies (Nigerian Security Agency, 2023). 

Cultural and religious factors significantly influence terror financing in Nigeria by shaping the 

motivations and mechanisms through which terrorist organizations secure financial support. 

Understanding these dynamics is crucial for developing effective counter-terrorism strategies that address 

both the ideological and practical aspects of terror financing. 

Historical Grievances: Influence of Historical Conflicts and Grievances on Financing 

Historical grievances play a substantial role in terror financing by providing a backdrop of 

unresolved conflicts and injustices that terrorist groups exploit. In Nigeria, the legacy of historical conflicts, 

colonial legacies, and socio-political marginalization contributes to the persistence of terror financing. This 
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section examines how historical grievances influence terror financing and their implications for 

addressing terrorism in the country. 

Legacy of Colonialism 

The colonial legacy in Nigeria has left a complex socio-political landscape marked by ethnic and 

regional divisions. The arbitrary borders drawn during colonial times and the subsequent policies of 

divide-and-rule have created lasting grievances among different ethnic groups (Bello, 2021). These 

historical injustices have contributed to ongoing conflicts and provided a foundation for terrorist groups 

to rally support and secure funding. 

 

Table 3: Impact of Colonial Legacy on Terror Financing 
Colonial Factor Impact on Terror Financing 

Arbitrary Borders Creation of ethnic and regional tensions 

Divide-and-Rule Policies Marginalization of certain groups 

Resource Distribution Unequal access to resources fuelling grievances 

 

Terrorist organizations often exploit these historical grievances to legitimize their activities and 

attract financial support from those who feel marginalized or oppressed. For example, the Niger Delta 

militancy is rooted in historical grievances related to resource distribution and environmental degradation 

caused by oil exploitation (Okonjo-Iweala, 2020). 

Socio-Political Marginalization 

Socio-political marginalization, which has historical roots, continues to fuel terror financing in 

Nigeria. Groups that perceive themselves as marginalized or disadvantaged are more susceptible to 

recruitment by terrorist organizations that promise to address their grievances (Uche, 2022). The 

persistent economic and political inequalities faced by certain communities provide a fertile ground for 

terror financing. 

 

Table 4: Socio-Political Marginalization and Terror Financing 
Marginalized Group Historical Grievances Funding Mechanisms 

Niger Delta 

Communities 

Environmental degradation, resource 

exploitation 

Extortion, kidnappings, local support 

Northern Regions Economic neglect, political exclusion Donations from local sympathizers, international 

funds 

      

The exploitation of socio-political grievances by terrorist organizations underscores the need for 

comprehensive solutions that address both historical injustices and contemporary socio-economic issues. 

Efforts to promote inclusive governance, equitable resource distribution, and economic development are 

essential for mitigating the impact of historical grievances on terror financing. 

Historical grievances play a crucial role in terror financing by perpetuating cycles of conflict and 

marginalization. Addressing these issues requires a nuanced understanding of historical contexts and the 

development of policies that promote justice and inclusivity. By tackling the root causes of historical 

grievances, it is possible to reduce the appeal of terrorism and disrupt its financial support networks. 

DISCUSSIONS 
Integration of Findings 

The investigation into terror financing in Nigeria reveals a complex interplay between cultural, 

religious, and historical factors. The study underscores that these factors do not operate in isolation but 

rather interact in multifaceted ways to influence the mechanisms and flows of terror financing. 

Cultural and Religious Dynamics 
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The impact of cultural and religious dynamics on terror financing is profound. As demonstrated, 

religious extremism, particularly through groups like Boko Haram and ISWAP, has been instrumental in 

mobilizing financial resources. These groups exploit religious sentiments to justify their activities and 

garner support. For example, Boko Haram’s radical interpretation of Islam has enabled it to secure funding 

from sympathizers who perceive their cause as a religious duty (Akinola, 2020). This manipulation of 

religious narratives effectively legitimizes their violent actions and broadens their financial base. 

Moreover, cultural factors such as ethnic tensions and socio-economic disparities contribute 

significantly to terror financing. The exploitation of ethnic divisions by groups like the Fulani militias 

illustrates how cultural grievances can be leveraged to support terrorism (Smith & Johnson, 2022). The 

informal financial systems prevalent in Nigeria further complicate efforts to trace and disrupt terror 

funding. These systems, including hawala, are used by terrorist groups to move money discreetly, making 

it difficult for authorities to monitor and control financial flows (Oloyede, 2021). 

Historical Grievances 

Historical grievances also play a critical role in terror financing. The colonial legacy, characterized by 

arbitrary borders and divide-and-rule policies, has left Nigeria with enduring ethnic and regional tensions 

(Bello, 2021). These historical injustices have been exploited by terrorist organizations to legitimize their 

activities and attract support. For instance, the Niger Delta militancy is deeply rooted in grievances related 

to resource exploitation and environmental degradation, reflecting a legacy of colonial-era economic 

marginalization (Okonjo-Iweala, 2020). 

Socio-political marginalization, which has historical roots, continues to fuel terror financing. Groups 

that perceive themselves as marginalized or oppressed are more susceptible to recruitment by terrorist 

organizations that promise to address their grievances (Uche, 2022). This exploitation of historical 

grievances by terrorist organizations highlights the need for comprehensive solutions that address both 

historical and contemporary socio-economic issues. 

Regulatory Framework 

The findings suggest significant vulnerabilities in Nigeria’s financial regulatory framework. The 

informal financial systems and weak enforcement mechanisms create opportunities for terrorist groups 

to secure and transfer funds without detection. To address these vulnerabilities, strengthening financial 

regulations and enforcement is crucial. This includes enhancing the capacity of financial institutions to 

detect and report suspicious transactions, improving coordination among regulatory bodies, and 

increasing transparency in financial dealings. 

International Cooperation 

International cooperation is essential in combating terror financing. The global nature of terrorism 

necessitates collaboration between countries to disrupt financial networks and enhance information 

sharing. Nigeria’s efforts to combat terror financing can benefit from stronger partnerships with 

international agencies and neighbouring countries. Initiatives such as joint intelligence operations and 

cross-border financial monitoring can help track and intercept terrorist funding (Nigerian Security Agency, 

2023). 

Addressing Cultural and Religious Narratives 

Addressing cultural and religious narratives that perpetuate violence is another critical area of focus. 

Promoting interfaith dialogue and fostering mutual understanding between different religious and ethnic 

groups can help counter extremist ideologies. Engaging community leaders and local organizations in 

counter-terrorism efforts can also play a significant role in mitigating the appeal of terrorism and reducing 

support for extremist groups. 

Economic Development and Social Wellbeing 

Economic development and social wellbeing are crucial for reducing the financial appeal of terrorism. 

Addressing socio-economic disparities and providing opportunities for marginalized communities can 

help prevent recruitment by terrorist organizations. Policies aimed at improving education, employment, 
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and infrastructure in economically disadvantaged areas can contribute to long-term stability and reduce 

the likelihood of terror financing. 

The discussion highlights that the phenomenon of terror financing in Nigeria is shaped by a complex 

interplay of cultural, religious, and historical factors. Understanding these dynamics is crucial for 

developing effective counter-terrorism strategies. A comprehensive approach that includes strengthening 

financial regulations, enhancing international cooperation, addressing cultural and religious narratives, 

and promoting economic development is essential for combating terror financing and ensuring long-term 

stability in Nigeria. 

CONCLUSION 
The analysis of terror financing in Nigeria highlights the intricate relationship between cultural, religious, 
and historical factors and the mechanisms through which terrorist groups secure financial support. The 
findings reveal that religious extremism, cultural grievances, and historical injustices are pivotal in shaping 
the dynamics of terror financing in the country. 

Religious extremism, as seen with groups like Boko Haram and ISWAP, has successfully leveraged 
religious narratives to gain financial backing from sympathizers. Cultural factors, including ethnic tensions 
and socio-economic disparities, further complicate the issue, providing fertile ground for terrorist 
recruitment and financial support. Historical grievances, rooted in colonial legacies and socio-political 
marginalization, have been exploited by terrorist organizations to legitimize their activities and attract 
support. 

These insights underscore the need for a multifaceted approach to combat terror financing. The 
current vulnerabilities in Nigeria’s financial regulatory framework, coupled with the challenges posed by 
informal financial systems and weak enforcement mechanisms, necessitate targeted reforms. Additionally, 
addressing the cultural and religious narratives that perpetuate violence and fostering economic 
development are crucial for undermining the financial base of terrorism. 

RECOMMENDATIONS 
a) Strengthening Financial Regulatory Frameworks 

• Enhance Regulation and Enforcement: Implement stricter regulations and enhance 
enforcement mechanisms to monitor and control financial transactions more effectively. 
This includes increasing the capacity of financial institutions to detect and report suspicious 
activities and improving inter-agency coordination. 

• Regulate Informal Financial Systems: Develop strategies to monitor and regulate informal 
financial systems such as hawala. This could involve creating partnerships with community 
leaders and financial institutions to improve transparency and traceability. 

b) Promoting International Cooperation 
• Expand Cross-Border Collaboration: Strengthen international cooperation to combat terror 

financing by engaging in joint intelligence operations and sharing information with 
neighbouring countries and global agencies. 

• Enhance Global Partnerships: Participate in international initiatives aimed at disrupting 
terrorist financial networks and improving global standards for combating terror financing. 

c) Addressing Cultural and Religious Narratives 
• Foster Interfaith Dialogue: Promote dialogue and collaboration between different religious 

and cultural groups to counteract extremist ideologies and reduce the appeal of terrorism. 
• Engage Community Leaders: Involve local community leaders and organizations in counter-

terrorism efforts to build trust and address cultural grievances that may contribute to 
support for terrorism. 

d) Promoting Economic Development and Social Wellbeing 
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• Improve Socio-Economic Conditions: Implement policies that address economic disparities 
and improve living conditions in marginalized communities. Focus on enhancing education, 
employment opportunities, and infrastructure. 

• Support Community Development: Invest in community development programs that 
promote social cohesion and economic stability, thereby reducing the appeal of terrorist 
organizations. 

e) Enhancing Public Awareness and Education 
• Increase Public Awareness: Educate the public about the impact of terrorism and the 

importance of reporting suspicious activities. This can help build a more informed and 
vigilant society. 

• Support Educational Initiatives: Promote educational programs that address radicalization 
and provide alternative narratives to extremist ideologies. 
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