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Abstract

Energy theft is prevalent in all countries, however, developing nations are worst
hit due to weak legal and regulatory frameworks, poverty and corruption. This
study was undertaken to understand the factors influencing energy theft in Lagos
state, Nigeria. Using data captured from questionnaires and interviews, energy
theft is perpetrated by men, especially those of working age. It is more common
among low-income earners, including the unemployed and self-employed, who
are struggling financially and do not understand the legal consequences of their
actions. These people engage in energy theft mainly due to high energy prices,
rewards and risk perception, severity of penalties, moral values, inequitable bill-
ing and metering issues, and corruption. Policies formulated to reduce energy
theft should take into account provision of subsidies for low-income house-
holds, communicating the cost of electricity theft to consumers and improving
metering and billing systems. Also, community leaders should be engaged to
spread anti-theft messages so that people get to know the dangers of energy
theft. The government should intensify grid surveillance and have the offenders

charged and sentenced before courts to minimise energy theft.
Keywords:

Factors, Influencing, Energy, Theft, Energy Sector, Energy security, Nigeria
Justification and Relevance

Access to affordable energy is important for socio-economic development and
poverty alleviation (Asghar et al., 2022). Energy is a fundamental input for eco-
nomic activities and productivity. Addressing energy theft and unaffordability is
essential for promoting inclusive growth by ensuring that all segments of society
have access to the energy resources necessary for economic participation (Singh
& Inglesi-Lotz, 2021). However, a number of developing countries in sub-Sahara
Africa have reported huge losses through energy theft. Hundreds of millions of
US dollars are lost to electricity theft annually (Acharya & Sadath, 2019). Thus,
studying the determinants of energy theft and unaffordability is important to

inform policy on community empowerment by designing policies and interven-
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tions that create sustainable solutions. Energy is a fundamental input for eco-
nomic activities and productivity (Singh & Inglesi-Lotz, 2021). The study will
identify challenges to energy access and inform policies to promote inclusive

energy development creating equitable economic opportunities for all residents.

This study is justified by the need to address the rising issue of energy theft
in Lagos State, Nigeria, which has huge economic, social, and infrastructural im-
pacts. Despite the global prevalence of energy theft, the problem is particularly
severe in developing nations, where weak legal and regulatory frameworks, pov-
erty, and corruption exacerbate the situation. As Nigeria’s most populous urban
center, Lagos State faces energy distribution challenges, making it an important
area for this research. While there is growing academic interest in energy theft,
much of the existing literature does not explore the drivers in Lagos State. This
study fills that gap by examining factors such as rewards and risk perception,
inequitable billing, metering issues, corruption, and the role of moral values in
influencing energy theft. Thus, this research improves knowledge of energy theft
in urban settings. The findings of this research have implications for improving
energy management, reducing financial losses, and promoting equitable access
to electricity in Lagos. The strategies informed by the findings contribute to
strengthening the energy sector in Nigeria including building a sustainable power

system.
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Chapter 1

1.1 Introduction

Energy theft is a major global power sector issue (Adeniran, 2018). It raises costs
for customers, reduces safety, and causes an unfair distribution of costs among
suppliers, which harms competition and the smooth running of the market
(Amadi et al., 2016). When energy theft happens, the cost of buying electricity
from Generating Companies (GENCOs) through the Transmission Company
of Nigeria (TCN) is higher than the money collected from customers because
some use electricity without paying. This leaves Distribution Companies (DIS-
COs) with large debts, making it hard to pay GENCOs. As a result, they often
refuse electricity and fall further into debt (Amadi et al., 2013). This cycle of debt
also affects GENCOs, reducing their income and making it harder for them to
pay gas suppliers, which limits their ability to generate electricity. For example,
in 2014, Ikeja Electricity Distribution Company IKEDC) found that 43,000 out
of 134,000 prepaid meters had been tampered with (IKEDC, 2014). In 2017,
Port Harcourt Electricity Distribution Company (PHED) lost about 30% of its
expected income due to energy theft (Daniel, 2017). The Enugu Electricity Dis-
tribution Company (EEDC) reported losing 43% of its monthly revenue to en-
ergy theft (Uzodinma, 2017). 2018 Eko Electricity Distribution Company
(EKEDC) lost over $1.58 million monthly to energy theft and other commercial
losses (PM News, 2018). Therefore, the study investigates the factors influencing

energy theft in Lagos State, Nigeria.

1.2 Research Problem

Globally, energy is an important component of economic inclusion, social pros-
perity, productivity, domestic necessity and for these reasons, it should be acces-
sible, available, reliable and affordable for everyone (Kingsley, 2022). When elec-
tricity is affordable, people are most likely to meet their energy need, however,
when energy is very expensive and people cannot afford it, they resort to furtive
behaviours such as energy theft. Energy theft is not isolated to any particular

region, continent, or country, rather it is a global issue from developed nations
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to the least developed ones. According to Briseno and Rojas (2020), the average
energy losses due to theft in 141 nations ranges from 1 percent to 30 percent.
Also, Babar et al. (2022) energy theft is prevalent in all countries, however, de-
veloping nations are worst hit due to weak legal and regulatory frameworks, pov-
erty and corruption. The energy theft ratios in developed nations and that of
developing countries differ, for example in the US and Europe, the rate of theft
is between 1-2percent. However, in developing countries its higher ranging from

5percent and above (Xia et al., 2022).

Just like from other countries, theft of energy is a problem in Nigeria result-
ing into losses an estimated $124.36 million in first three months of 2021 for the
power Distribution Companies [DisCos] (Association of Nigerian Electricity
Distributors report, 2022). Over 25 percent of the total energy wheeled is lost to
theft, vandalism, meter bypass, and unpaid electricity bills by consumers (Fidelis
et al., 2017). Globally, energy theft costs hundreds of millions of dollars annualy
to energy distribution companies. In Ghana, almost 30 percent of energy sup-
plied by utility companies is lost through theft and related illegal activities (Ya-
kubu et al., 2018). Uganda also faces similar problems resulting in annual losses
of over $30million for UMEME-the main energy distribution company (Ssekika,
2013). In Turkey, out of the 4.8million subscribers, over 196,000 were using en-
ergy illegally (Tasdoven et al., 2012).

The government of Nigeria is urged to regulate the energy tariffs so that all
Nigerians can access it. Majority of people in rural areas cannot afford to pay for
energy and the initial connection fee to the power grid is quite high for some
people to afford. Such concerns are some of the key determinants creating the
illegal energy connections in the country. A study by Wesonga (2020) attribute
energy theft to high tariffs, high initial connection fee, lack of incentives to those
that snitch on energy thieves and delays in connecting to the grid. Lewis (2015)
argued that illegal connections pose a great risk to the utility infrastructure be-
cause it causes system overload. Saini (2017) established that the major determi-
nants influencing energy theft include corruption, high tariff rate, low income,
low literacy level, population growth rate, and many others. To address the en-
ergy theft vice, DisCos implemented a customer outreach campaign to sensitise

the citizenry about the dangers of energy theft. However, no substantial results

2



have been registered, given the current prevalence of the energy theft in the
country. Thus, my study sought to establish the reasons for the increased in en-

ergy theft in Lagos state.

1.3 Contextual Background

Energy remains one of the basic infrastructures that serve as a major tool for
industrialisation (Sahoo & Sethi, 2020), increase in productivity, aggregate de-
mand and Gross Domestic product — which are a country’s growth indicators as
well as quality of life (Guo et al., 2020). Energy is needed by majority of the
population in Nigeria, though there is imbalance in energy access and usage (Sha-
balov et al., 2021). In sub-Sahara Africa, energy distribution companies are suf-
fering the impact of energy theft causing billions of dollars in losses. Energy
theft makes it difficult for the companies to plan for the grid resulting in power
black outs (Hock, 2020). The irregularity of power as a result of unstable grid
slows down the economy as businesses and industries cannot operate profitably
and public services such as health, transport and telecommunication may not
function normally. Developed counties also experience energy theft although it
is on a small scale compared to developing countries in Asia and sub-Sahara
Africa (Gregory & Sovacool, 2019; Nduhuura et al., 2021). Nigeria being a de-
veloping nation struggle with this vise which hampers growth of energy sector
(Daggash & Mac Dowell, 2021). A big number of energy meters in Nigeria are
postpaid; they are read monthly by the staff and subcontractors of distribution
companies for billing. This process of consumer energy accountability is riddled
with sharp practices such as meter shunting, recalibration etc to reduce con-

sumption already calculated by the meter.

End-users who use prepaid meters engage more in energy theft compared
to those with postpaid meters. For prepaid meter users, when energy units is
low, they tamper with the meter to have the energy reconnected or run a direct
connection to their homes to bypass the meter especially where access to vend-
ing centers that sell units is possible at the time (Nduhuura et al., 2021). The
distribution companies loose 30 percent of supplied energy to theft. In some

instances, human lives have been lost through fire outbreaks or electrocution
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due to illegal connections to steal energy. It is therefore, important to understand
the underlying factors that serve as motivation for energy theft so that to suggest
remedies to prevent such thefts. A study by Yakubu et al. (2018) indicate that
most of the arrests reported of energy theft involved churches, businesses and
domestic consumers. This shows that there are different categories of people
engaged in energy theft. Monyei et al. (2018) high energy theft rate in developing
economies leads one to believe that poverty is the main cause, however, in China

energy theft is low yet the poverty rate is high (Lin & Okyere, 2022).

Energy theft is a complex phenomenon which requires thorough study. In
this study, I will present factors influencing energy theft from Lagos state, Nige-
ria and make some recommendations. In Nigeria, there have been media cam-
paigns through television, radio, social media, billboards, and all sorts of adverts
encouraging people to desist from stealing energy and report suspects, but little
has been achieved. Discos have made concerted efforts at influencing the enact-
ment of laws and punishment for energy theft. They have tried to tightened
loosed ends and coupled with installation of prepaid meters and aerial bundled
conductors. Some of the laws and regulations include; Section 94(3) of the Elec-

tric Power Sector Reform provides that,

“Any person who destroys wilfully, injures or removes equipment of a licensee
commits an offence and such, is liable on conviction to imprisonment for a period of

not less than five years and not more than seven years.”
Also, Section 94 of Miscellaneous Offenses Act provides that,

“Any person who disconnects, removes, tampers, damages, meddles with or in
any way interferes with any plant, cables, works, wire or assembly of wires used for
transforming energy shall be guilty of an offence and liable on conviction to be sentenced

to imprisonment for life.”

In addition, a person who engaged in energy theft is guilty under Sections
286(2) of the Penal Code, Sections 383 and 400 of the Criminal Code, and Sec-

tion 1 of the Regulation.

All the above laws and regulations have been provided to eradicate energy

theft, however, the vice is still prevalent in L.agos Nigeria and given that the



factors influencing energy theft are complex, Jamil and Ahmad (2019) recom-
mends that the problem be understood before any action is taken against energy
theft. This research was undertaken to understand the reasons why individuals
in Lagos state engage in energy theft and therefore suggest approaches to curb

it.

1.4 Research Objectives and Questions

To understand the factors influencing energy theft in ILLagos state, Nigeria, this

research will give answers to the following questions:

1.4.1 Main question:

e Why is there an increase in energy theft in Lagos State, Nigeria?
1.4.2 Sub-Questions:

To achieve this, my study will seek to provide answers to the following ques-

tions:

1. What is the prevalence of energy theft in Lagos State from 2020 to
2023?

2. What are the motivating factors behind energy theft activities in Lagos
State?

3. How much percentage of Nigeria’s GDP that energy theft shares for
the year 2020 — 2023?

4. What strategies should be implemented to reduce the prevalence of en-

ergy theft in Lagos state?

1.5 Research Paper Outline

The rest of paper is organised as follows: in section 1, I highlighted the research
problem. Section 2 mentioned related works and the literature gaps highlighted,
section 3 of this paper explained the study methods while section 4 and 5 pre-
sented the study findings including discussions by relating my findings with ex-

isting literature. Section 6 contained the conclusions and recommendations.



Chapter 2

2.1 Theoretical Review

My research is grounded on Becker’s (1968) theoretical research on economics
of crimes. The theory states that a criminal is a utility maximiser who weighs
subjective costs and gains from a crime and that the imposition of penalties help
to reduce crime rate. Therefore, economics of crime is concerned with a cost
and gains of limiting a non-violent crime. The costs involved include payments
of rewards, increased surveillance expenses of utilities and incentives to moni-
tors (van Velthoven et al., 2016). The gains are associated with improved quality
of services to customers and increase in revenues of utilities (Becker, 1968).
Becker explains that individuals are rational and make decisions by weighing the
benefits against the costs. An individual will commit a crime if they believe ben-
efits such as financial gain are greater than the costs such as the chance of being
caught and punished. This is similar to how people make choices in legal activi-
ties.

In this theory, deterrence is important because if punishment is severe, it
will prevent crime. This tells why people may steal energy especially when facing
economic challenges and weak law enforcement in Lagos State. I find this theory
relevant to the study because it predicts changes in crime rates based on eco-
nomic conditions, law enforcement and punishment policies (Levitt, 2017). For
Becker, it is important to understand the economic pressures such high electric-
ity costs and low income that make people consider stealing energy. Evaluating
the current enforcement measures is important to see if punishments are effec-

tive and if the chances of getting caught are high enough to deter theft.

Different factors should be studied to understand what determines criminal
behaviour, for example incentives — the greater the potential reward from steal-
ing energy, the more likely someone might do it. Penalties or the severity of
punishment act as a deterrent — if the punishment is harsh, it raises the cost of
the crime (Miceli, 2018). The risk of being caught creates a scenario where a

higher chance of detection makes the crime less attractive. In addition, a person’s



willingness to take risks, economic situation and moral values also influence the

decision to commit a crime (Becker, 1968).

If an energy consumer is risk averse and connected to energy grid and he or
she has an option of extracting energy from grid illegally through either by-pass-
ing the meter of the utility or meter-tampering. The decision of such a person
bases on the expected gains and risks (Hokamp, 2022). An energy consumer
faces a choice of whether to commit energy theft or pay in full the energy con-
sumed. What the individual gains depends on random factors, some of which
are assumed to be known by him before making the decision. The probability of
detection is assumed to depend on surveillance expenses. The fines imposed on
the offender depends on the harm to community due to the offense (Becker,
1968). When the consumer has been detected, he or she has to pay a fine as-
sumed to exceed the value of energy theft, while if a consumer hides his crime

and does not get caught, the value of illegally consumed energy is a pecuniary

benefit (Becker, 1968).

Smith (2004) showed that countries with low levels of corruption usually
have smaller energy losses (under 6%), while those with high corruption often
have larger losses (over 30%). Few studies look at how corruption affects effi-
ciency in the energy sector. Bo and Rossi (2007) found that corruption causes
managers to spend time on dishonest activities, which makes businesses need
more resources. Energy is made at power stations, which are far from where
people use it. It is then sent to users through a network of wires and transform-
ers. Some energy is lost during this process, known as transmission and distti-
bution losses. These losses are technical (due to physical issues) or non-technical
(caused by illegal activities like energy theft). Non-technical losses are referred
to as energy theft (Badr et al., 2023). Energy companies charge users based on
meter readings, and stealing energy is a crime around the world. Utility workers
have tasks like maintenance, selling energy, and catching theft. Because these
workers interact directly with consumers, they are involved in corruption. For
example, employees take bribes to help customers hide their real energy use,
benefiting both the employee and the consumer. This type of energy theft is
summed up by improper recording, underreporting, and illegal sharing of profits
(Nadeem & Arshad, 2021). Research on how individuals act when it comes to

7



crime and corruption, especially with energy theft, is limited. This study intro-
duces explains that combines crime, risk and socio-economic variables such as
corruption in the energy sector. What makes this study special is its focus on
energy theft helping to show how economic, social, and governance factors are
connected and providing ideas for policy changes. In Lagos State, understanding
these factors is key to addressing the motivations behind energy theft and devel-

oping deterrence strategies.

2.1.1. Personal behaviour towards energy theft

The usual way to understand how a consumer decides to steal energy is based
on economic decision-making under risk, with the idea that the person wants to
maximise their benefit (Jamil & Ahmad, 2019). We assume the consumer is risk-
averse and connected to the power grid. They might steal energy by tampering
with the meter or bypassing it altogether. The decision of the consumer depends
on comparing the expected benefits with the risks and costs involved. Paying for
energy is like choosing a safe option while stealing energy is like choosing a risky
option. This decision-making can be compared to picking a mix of investments,
following the rules of the Von Neumann-Morgenstern theory for choices under

uncertainty (Handy, 1983).

The consumer must decide whether to pay for energy or steal it. The gains
from stealing depend on various factors, some of which the consumer knows
before making a decision (Hokamp, 2022). If the average energy price is A and
the consumer uses C units, then the total cost is R = A.C, which is the amount
they should pay. However, if the consumer steals an amount T (where T = C —
X), they only pay for X units, while T units are lost to the utility as distribution
losses. The consumer is charged r = A.X and gains G = L. T, a portion of what
they would have paid. Since the amount of stolen energy T depends on various
factors, it is hard to calculate the exact gain. To clarify this, we use a fixed amount
of stolen energy, T, the maximum a consumer could steal. For simplicity, we
assume the energy price A stays the same and do not consider how multi-tiered
pricing (where the price goes up as more energy is used) affects theft (Handy,
1983).



The consumer’s choice is between paying fully for their energy or choosing
to steal it. Becker (1968) argues that this decision-making process leads to energy
theft because consumers weigh the potential financial gains against the risks and
penalties. When consumers perceive that the benefits of stealing energy such as
reduced costs outweigh the possible consequences, they engage in theft. If the
penalties or chances of being caught are low or enforcement is weak, the “risky”
choice becomes more attractive. This situation is further increased by economic
pressures or mistrust in the utility system. The more consumers feel they can
profit from theft without huge risk, the more likely they will bypass or tamper
with meters. This behaviour adds to non-technical losses for utility companies

and contributes to widespread energy theft (Naik & Patil, 2020).

2.1.2 Principal-agent-client model of energy theft

In the three-layered principal-agent-client model of energy theft involving cor-
ruption, the main players are the consumer (client), the utility employee (agent),
and the utility or government (principal). The agent works for the principal and
directly interacts with the consumer (Yusof et al.,, 2024). This relationship is
where we focus on potential corruption, as the agent’s discretionary power in
energy services can lead to unauthorised dealings for personal benefit. Corrup-
tion is seen as any unauthorised agreement between the agent and the client or
the misuse of power for personal gain (Jain, 1998). For utility officials, energy
represents a huge opportunity for rent-seeking. However, the principal influ-
ences the agent’s actions by setting rules and monitoring them, although close

oversight is costly and complete control is difficult.

The level of corruption depends on how precise the rules are and the ex-
pense of monitoring employees. While the principal might know the overall rev-
enue loss and the amount of energy stolen, it cannot tell which consumers are
honest or corrupt unless the agent identifies and reports theft (Yusof et al.,
2024). An agent can collude with consumers, sharing bribes with supervisors or
peers to lower the chance of detection, making their net gain a portion of the
total bribe (Obafemi, 2021). If a meter reader is assigned to record energy usage,
a consumer may pay a small bribe (b) to avoid paying the full charge. The deci-

sion to engage in corruption depends on the cost and benefit analysis of doing
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so. The financial gain of the consumer from theft after paying the bribe is rep-
resented as G—b. Bribe payments reduce deterrence by lowering the probability
of detection. If the consumer is caught, they must pay a fine £, where f > (G—b)

> 0.

The financial advantage motivates the agent to accept the bribe for report-
ing reduced energy usage for the client. The agent’s report would indicate X units
of electricity, which is less than the actual consumption. Since utility billing de-
pends on these meter readings, small-scale corruption increases and becomes
recurring (Mushtaq & Mirza, 2023). The principal (utility) detects electricity theft
with a probability p. If an agent is caught and proven to have accepted a bribe,
they face dismissal and a penalty 7 (where 7 > 0). Similarly, a convicted consumer
must pay a fine f(where /> 0). For deterrence to be effective, the penalty for the
agent (1) and the fine for the consumer (f) should be huge but less than their

total wealth.

The profit of the consumer from stealing energy is G—b while the agent’s
profit is the bribe amount 4. The financial loss for the principal equals G, which
also leads to a social cost that impacts other consumers. The client’s decision to
steal depends on the perceived probability of getting caught (Becker, 1968). The
consumer will give a bribe if their expected gain from theft exceeds the cost of
paying for the electricity honestly, i.e., if G—pfis positive. The expected utility

for the consumer, considering wealth Y and risk p, can be represented as:

(1=p) UN+G=b=g) + pUY—f=)(1 - p)
where (1—p) is the probability of not getting caught and p is the probability

of detection.

Consumers choose to steal if the expected gain outweighs the risk and cost
of fines (Becker, 1968). Utility employees may accept bribes for personal profit,
worsening the problem. Weak monitoring and enforcement by the utility enable
this corruption to continue, leading to huge financial losses and higher social

costs for honest consumers (Mushtaq & Mirza, 2023).
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2.2. Energy Theft

Energy theft is an illicit activity that results in heavy financial losses for utility
companies and affects the reliability of the electricity supply. The growing prev-
alence of electricity theft is attributed to socio-economic, institutional, and legal
factors, which differ from country to country. Babar et al. (2022) revealed that
corruption and frequent power outages are the primary reasons people commit
electricity theft. Unlike Ghana, where electricity tariffs are seen as a major issue,
Babar et al. found that the cost of electricity had little impact on theft decisions.
Instead, unreliable power supply and widespread corruption were huge drivers.
Yakubu et al. (2019) noted that the Public Utilities Regulatory Commission’s
failure to protect consumers encouraged electricity theft. The study also identi-
fied poverty, unemployment, illiteracy, and negative attitudes toward utility com-
panies as additional factors driving electricity theft in Ghana. The socio-eco-
nomic conditions in the country make it difficult for many individuals to afford
electricity. Similarly, Wabukala et al. (2023) found that electricity theft and the
high cost of electricity were major problems in rural areas, where many house-
holds cannot afford the initial connection fees or ongoing costs of legal electric-
ity consumption. The socio-economic divide contributes to electricity theft as
rural communities rely on illegal connections due to financial constraints. Gupta
et al. (2022) identified that existing detection systems in India have not been

effective.

2.2.1 Prevalence of energy theft globally

Theft in the energy sector has been a big concern to the secure operation of
power systems and the interests of power companies (Lin et al., 2021). Energy
theft is a problem that plagues many developing countries. As a result, the ca-
pacity of the nation’s power companies to generate revenue and distribute en-
ergy is being negatively impacted. It is one of the most important sources of
non-technical losses in the energy sector, of which the citizens are major perpe-
trators (Adongo et al., 2021). The trend decreases energy revenues and portends
risks to power usage’s safety (Feng et al., 2020). Energy theft is fraud through

illegal connections, meter tampering, unpaid bills, and billing irregularities
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(Smith, 2004). The behaviuor of energy theft is a violation that harms many par-
ties (Hardianto & Akbar, 2021). Energy theft entails a non-technical loss in trans-
mitting electrical energy that has been difficult for power companies to detect
and combat. Thus, the inability of the power companies to sufficiently detect
and prevent energy theft has resulted in an enormous loss of income (Arif et al.,
2021) and disruption in power supply (Naik & Patil, 2020). There are indications
that energy worth 21 billion is stolen annually in Nigeria. The costs are routinely
passed on to the customers directly through high tariff rates and indirectly

through poor quality of service (Osigwe, 2018).

Energy theft is widespread across several African countries and has been
linked to the region’s persistent power challenges. For example, Louw and
Bokoro (2019) observed that South Africa faces major issues with energy theft
and unauthorised connections via surface conductors. Likewise, Kambule and
Nwulu (2021) noted that even with the implementation of prepaid meters in
Tanzania and Kenya, these nations still contend with energy theft issues such as
meter bypassing and unauthorised connections. In Ghana, studies indicate that
utility providers introduced prepaid smart meters to address non-technical
losses, as some consumers manipulate meters to underreport usage (Yakubu et
al., 2018). There is an increasing concern that if energy theft remains unchecked,
it may plunge utility companies into financial distress and operational inefficien-
cies. Similar challenges with energy theft have been documented in Pakistan

(Jamil, 2018).

2.2.2 Energy theft in Nigeria

Akabuiro and Umeobika (2020) revealed that Nigeria produces less than 30% of
the electricity required to meet national demand. Over 50% of this production
is lost due to technical and non-technical factors, with rural areas experiencing
the highest losses from electricity theft. The study also found that urban areas
collect more revenue due to the higher number of legally connected households
and greater consumption per household. Komolafe and Udofia (2020) devel-
oped a method to detect and locate energy theft in low voltage power distribu-
tion systems using network analysis. The method was applied to a real Ekong

Uko Street, Eket, Nigeria network. It achieved high accuracy in detecting power
12



theft with an accuracy range of 96% to 100%, depending on the location of the
theft and network conditions. The method could detect theft as low as 10 to 260

watts.

In addition, Osadebamwen (2023) investigated the relationship between en-
ergy theft and power supply quality in Edo State, Nigeria. It found a moderate
positive correlation (r = 0.41) between energy theft and the quality of power
supply. Their results showed that energy theft accounts for about 11.6% of the
variation in power supply quality, showing that theft affects electricity reliability
and quality. Obafemi (2021) in Lagos State identified that 68.8% of households
are involved in electricity theft, while 31.2% are not. The key factors driving
electricity theft include corruption, low-income levels, lack of punishment for
previous offenders, presence of micro-businesses in residential areas, frequent
power outages, high electricity tariffs, and weak enforcement of anti-theft laws.
The study found that electricity theft leads to various problems such as damage
to equipment (64.4%), challenges in service planning (68.2%), increased self-
power generation costs (51.6%), damage to household appliances (61.4%), un-

reliable power supply (72.4%), and reduced revenue for utilities (82.0%).

David (2018) discusses how widespread energy theft disrupts the generation
and distribution of electricity, contributing to frequent blackouts. This has
forced many users to rely on diesel and petrol generators, increasing greenhouse
gas emissions. The inefficiency caused by energy theft also reduces revenue for
power distribution companies, undermining their ability to invest in the sector
and meet the rising electricity demand. Olaoluwa (2017) identifies technical and
non-technical losses in Nigeria’s power system, with electricity theft being a sig-
nificant non-technical loss. The regulatory framework established by the Nige-
rian Electricity Regulation Council in 2013 aimed to reduce theft, but its impact
has been limited. Forms of theft include meter tampering, illegal connections,
and billing irregularities. Such practices increase costs for compliant consumers
and impede capital investments necessary for power sector improvements.
Ojedokun et al (2021) examines the social context of energy theft in Lagos and
Ibadan, where electricity tapping is widespread. Many consumers justify theft as
a response to the perceived inefficiency and high costs imposed by distribution

companies. Otuoze et al. (2019) emphasise that smart grid infrastructure could
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improve theft detection by using smart meters and advanced data analysis to
proactively monitor and address theft. However, they also note that energy theft
remains a considerable risk for smart city planning and energy efficiency efforts.
Energy theft is also a problem in several states, although it often goes unre-

ported. This study seeks to document the extent of energy theft in Nigeria.

2.3 Factors influencing energy theft

Energy theft is a global issue influenced by various economic, social, and insti-
tutional factors. Among the major contributors are high energy prices, unreliable
power supply, corruption, and inadequate enforcement of anti-theft laws. In re-
gions with high energy prices, such as areas with low energy subsidies or low-
income levels, people are more likely to resort to illegal connections to avoid
paying for energy. This is especially true in communities where poverty and un-
employment rates are high, as individuals and households struggling to afford
basic needs prioritise access to energy through illegal means to improve their
living conditions. In many developing countries, energy supply is inconsistent,
marked by frequent blackouts, voltage fluctuations, and sometimes prolonged
outages. This unreliable power supply frustrates consumers who rely on energy
for daily activities, business operations, and essential services. People in areas
with a poor quality power supply feel justified in bypassing the official channels,
especially when they perceive utility providers as failing to deliver reliable service.
For instance, a study by Obafemi et al. (2021) on Lagos State, Nigeria found that
an unreliable power supply coupled with inadequate enforcement of anti-theft
laws led many households to opt for illegal connections to secure stable energy

aCCCSS.

In addition, when utility officials or public regulators are involved in corrupt
practices, they ignore illegal connections or tampered meters in exchange for
bribes. This normalises energy theft within certain communities. In the Islama-
bad and Rawalpindi regions, Babar et al. (2022) showed that corruption and in-
consistent power supply were major drivers of energy theft among younger pop-
ulations who view illegal connections as justifiable in institutional inefficiency.

This trend illustrates how corruption deepen socio-economic divides by allowing
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wealthier individuals to bypass regulations through bribery, while poorer com-

munities = engage in theft out of necessity.

Another factor is the insufficient enforcement of anti-theft laws, which al-
lows energy theft to continue unchecked. Obafemi et al. (2021) found that inad-
equate law enforcement in Lagos State contributed to widespread household-
level energy theft. People often perceive the consequences of getting caught as
minimal, making the benefits of free access to energy more appealing than the
risks associated with theft. In many areas, regulatory bodies such as the Public
Utilities Regulatory Commission are limited in monitoring, preventing, and pe-
nalizing theft effectively. Without strong enforcement mechanisms, there is little

deterrent against engaging in illegal connections.

In Uganda, Wabukala et al. (2023) found that high connection costs in rural
areas prevent legal access to energy. The lack of affordable, accessible options
for legitimate connections drives people in underserved areas to take matters
into their own hands, perpetuating the cycle of energy theft. In communities
with high poverty rates, many people cannot afford to pay for basic utilities,
leading them to resort to illegal methods to meet their energy needs. Low literacy
levels also contribute to misunderstandings or mistrust of billing systems, mak-
ing some individuals more likely to bypass official channels. Also, negative per-
ceptions of utility providers and a lack of consumer protection further fuel en-
ergy theft. When customers feel that they are not receiving adequate service or
that their complaints are not addressed, it can lead to frustration and resentment
toward utility companies. This dissatisfaction reduces individuals’ willingness to
pay for energy, especially if they perceive utility providers as exploitative or un-
responsive to their needs. In such cases, energy theftis seen as a way of balancing
perceived injustices or a means of self-compensation for inadequate service

(Arango et al., 2017).

When energy prices go up, honest customers cut back on their energy use,
while the number of people attempting to steal energy could increase (Adongo,
2021). Employees who might be open to corruption could also start charging
higher bribes while working harder to catch those stealing without paying them
off, allowing them to profit more (Jamil & Ahmad, 2019). This creates a situation

where higher prices result in less revenue. The drop in revenue cannot be due to
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lower demand but because more people are stealing energy. The outcome is
more energy use by dishonest customers, more money made from corrupt staff
bribes, and less utility income (Ikejemba & Schuur, (2018). In addition, the trust
level between customers and the energy provider affects the impact of higher
tariffs. If customers feel the bills are not fair, they turn to theft. Different tariff
rates across customer groups, such as in different sectors, also increase energy
theft. Some sectors find theft profitable due to these price differences created

for social, economic, or political reasons (Yakubu et al., 2018).

To add on, wages paid to utility employees are important for reducing petty
corruption and stopping energy theft (Razavi & Fleury, 2019). The idea of effi-
ciency wages from Becker and Stigler (1974) suggests that if workers earn
enough, they avoid taking bribes, as the risk of losing a good-paying job out-
weighs the benefit of corrupt earnings. This efficiency wage includes the regular
wage plus a premium for the effectiveness of corruption monitoring. The higher
the chance of getting caught for bribes, the smaller this premium must be. High
wages raise the cost of job loss and discourage corruption (Jamil & Ahmad,
2019). However, Carr and Murray (2022) note that such wages reduce motiva-
tion for workers to monitor for theft. When wages are low, employees feel jus-
tified in accepting bribes to compensate for low pay (Benito et al., 2018). Low
wages and temporary contracts for junior staff further encourage corruption.
However, simply raising wages may not solve corruption on its own without
strong monitoring and enforcement. A complete analysis is required to see if low

wages lead to lower utility revenue (after wage costs) than efficiency wages (Jamil

& Ahmad, 2019).

In addition, there is less when these detection chances and penalties are
increased, the expected benefits from theft decrease. Crime analysis looks at ar-
rest rates and penalties to measure the risk of punishment; similarly, fines for
caught energy thieves act as a strong deterrent. The effectiveness of deterrence
and detection depends on the number of monitoring staff and their efforts to
find theft cases. Although hiring more monitoring staff may seem straightfor-
ward, it is not that simple. If some staff are open to corruption, adding more can
not reduce theft. Many utility companies have surveillance teams that regularly

check on customers and employees, inspecting meters and distribution lines for
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theft and corruption. This overlap in monitoring makes it harder for corrupt
employees and customers to work together, increasing the chances of detection
(Xia et al., 2022). Another determinant is that when someone is caught, they
must pay a fine, which is a deterrent, especially if fines are high (Obafemi, 2021).
People respond strongly to higher fines, which discourage theft across different
groups. For energy thieves, the fine and the possibility of getting caught work
together to reduce theft (Jamil & Ahmad, 2019). Even if fines are not perfectly
set, increasing them helps counteract any issues with corruption that might re-

duce deterrence (Saini, 2018).

2.4 Economic impact of energy theft

Globally, energy theft results in major revenue losses for utility companies, caus-
ing increased operational costs, decreased profitability, and reduced funds avail-
able for maintenance and upgrades (Arango et al., 2017). When customers by-
pass meters or manipulate billing systems, utility companies lose huge revenue,
which is impactful in countries where electricity consumption heavily relies on a
subsidised or publicly funded grid (Gaur & Gupta, 2016). Energy theft accounts
for about 10-20% of electricity distributed in developing regions, creating seri-
ous financial strain on utilities. Billions of dollars are lost annually worldwide
due to energy theft, which affects the utility sector’s ability to invest in improved
infrastructure and the reliability of power supply (Venkatachary et al., 2017). In
addition, utility companies pass down these losses to paying customers. In re-
sponse to reduced revenue, utilities are forced to raise energy rates to maintain
financial stability (Yurtseven, 2015). As a result, honest customers bear the fi-
nancial burden through higher electricity bills, paying for their own consump-
tion, and the shortfall energy thieves create. This price increase contributes to
energy poverty, especially for low-income households struggling with energy af-
fordability (Hu et al., 2020). In extreme cases, the rising cost of electricity pushes
more individuals to resort to illegal connections, increasing the cycle of theft and

financial strain on the energy sector (Jamil & Ahmad, 2019).

Energy theft hinders economic growth by discouraging investment in en-

ergy infrastructure and innovation (Shokoya & Raji, 2019). Utility companies
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facing continuous revenue losses are less likely to invest in new technology, re-
newable energy projects, or grid modernisation initiatives (Razavi & Fleury,
2019). Without sufficient funds, utilities cannot implement smart meters, im-
prove grid security, or expand access to energy in underserved areas, limiting
economic development and social progress. This is detrimental in developing
economies with insufficient energy infrastructure to meet demand. When utility
companies struggle to provide reliable power, industries reliant on a consistent
energy supply suffer, and business expansion is stunted due to unreliable elec-

tricity (Arango et al., 2016).

Energy theft also strains government resources, as funds initially allocated
for public services are diverted to subsidise struggling utility companies or cover
losses from stolen power (Katiyar, 2005). To compensate, governments increase
taxes or reallocate budgetary resources, leading to underfunding other essential
services like education, healthcare, or public infrastructure. In countries where
energy distribution is publicly funded, the government loses revenue that could
otherwise contribute to economic growth initiatives (Razavi & Fleury, 2019).
Furthermore, if energy theft becomes pervasive, it discourages foreign invest-
ment as investors perceive the country’s energy sector as unstable or high-risk.
Thus, the prevalence of energy theft impacts a nation’s global economic standing

and ability to attract and retain foreign investment (Smith, 2004).

Many countries, especially those heavily reliant on fossil fuels, produce extra
energy to account for stolen energy, which increases emissions and strains natu-
ral resources (White, 2024). Additional power generation leads to increased pol-
lution and increases climate change, creating economic costs associated with en-
vironmental harm, such as healthcare expenses due to pollution-related illnesses
or the costs of climate adaptation. Energy theft hampers efforts to transition to
cleaner energy sources due to increasing inefficient energy use and limiting the

funds for green energy initiatives (Cantarero, 2020).

Energy is a foundational requirement for nearly all modern industries and
services, from manufacturing and agriculture to education and healthcare. When
energy theft becomes prevalent, it reduces the revenues of utility companies,
discourages investment in the energy sector, and drives up costs, which, in turn,

impacts a country’s overall productivity and economic output (Salite et al., 2021).
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The losses incurred by energy theft run into billions of dollars, and the economic
consequences influence key GDP components such as industrial productivity,

infrastructure development, and household consumption (Arango et al., 2017).

One way energy theft impacts GDP is its effect on industrial and commer-
cial productivity. Manufacturing, processing, and other high-energy industries
rely on a steady, reliable power supply to operate efficiently (Razavi & Fleury,
2019). Energy theft results in power shortages, blackouts, or fluctuations in de-
veloping economies where the power grid is already fragile (Jamil, 2013). These
disruptions limit companies’ ability to meet production targets, reduce output,
and increase operation costs. If manufacturers and service providers are forced
to invest in alternative power sources, such as generators, production costs in-
crease, reducing profitability and discouraging expansion. Lower industrial out-
put translates directly to lower GDP, reducing the goods and services produced

within the country (Venkatachary et al., 2017).

On a larger scale, the instability caused by energy theft deter domestic and
foreign investment in the energy sector and other industries. Investors are at-
tracted to countries with stable infrastructure, as it ensures lower risks and a
higher return on investment. However, pervasive energy theft signals weak reg-
ulatory control and operational inefficiencies in the energy sector, making inves-
tors wary of the reliability of the country’s infrastructure. Reduced investment
in the energy sector affects the quality and quantity of energy supply (Munawar
et al., 2022). Also, it limits the development of innovative technologies and re-
newable energy sources that could make energy use efficient. With lower invest-
ment in these important areas, a country’s growth potential is constrained, af-
fecting long-term GDP growth (Katiyar, 2005). Furthermore, energy theft leads
to higher operational costs for utility companies, passing these costs to consum-
ers through increased electricity rates (Arango, 2016). Higher energy costs re-
duce household disposable income, as a greater portion of income is allocated
to energy bills (Chester,2013). This reduction in disposable income lowers
household consumption, a key component of GDP. As consumer spending de-

clines, so does demand for goods and services, affecting businesses, employ-
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ment, and economic output. In countries where energy theft is high, this reduc-
tion in consumption has a measurable impact on GDP, especially if energy theft

continues to drive up utility costs over time (Bohlmann & Inglesi-Lotz, 2021).

Energy theft also affects government budgets, as governments have to allo-
cate additional resources to subsidise burdened utilities. In publicly funded en-
ergy systems, energy theft results in a huge loss of revenue that would otherwise
contribute to public spending, infrastructure development, and economic initia-
tives (Bohlmann & Inglesi-Lotz, 2021). When resources are redirected to cover
these losses, funds for other sectors such as healthcare, education, and transpor-
tation are limited, impacting the nation’s development and GDP growth. In ad-
dition, some governments need to increase taxes to compensate for these losses,
further burdening businesses and reducing economic competitiveness (Wang et
al., 2016). In response to energy theft, power providers generate additional elec-
tricity to meet demand, leading to increased use of fossil fuels and higher emis-
sions. The environmental degradation resulting from higher emissions has eco-
nomic repercussions, including increased healthcare costs and lower
productivity due to pollution-related illnesses. These indirect costs affect na-
tional productivity, thus impacting GDP in the long run. Furthermore, as global
demand for sustainable practices rises, countries with high levels of energy theft
and associated emissions face barriers to trade and investment (Ahmad et al.,

2018).
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Chapter 3
3.0 Methodology and Methods

I presented the methods that will be used to collect and analyse data for the

study.

3.1 Study design

This study adopts a mixed-methods approach where both quantitative and qual-
itative approach of data collection and analysis was used. The use of a mixed-
methods approach enabled integration of statistical data with the rich experi-
ences from key informants (Dawadi et al., 2021). The qualitative component uses
a phenomenological design to explore participants’ lived experiences with energy
theft. This approach is suitable for understanding the personal and community-
level dynamics that drive energy theft, as it focuses on how individuals perceive
and interpret their own experiences (Schoch, 2020). The qualitative data was
gathered through in-depth interviews with community members, focusing on
their direct and indirect experiences with energy theft. Phenomenological design

(13

emphasises capturing both the “what” (description of experiences) and the
“how” (interpretation of experiences) aspects of the phenomenon (Qutoshi,
2018). The quantitative component complements the qualitative data by provid-
ing statistical evidence on the prevalence and impact of energy theft in Lagos
State. A questionnaire was administered to gather data on the socioeconomic
characteristics of community members, their experiences with energy theft, and
their perceptions of its impact on the local economy. This data was analysed to
quantify trends such as the demographic characteristics of those most likely to
engage in energy theft, and the severity of energy theft within the community.
In the analysis phase, qualitative data from interviews was transcribed and coded
to identify relevant themes. These themes were further synthesised into organ-
ised categories that reflect the underlying motivations associated with energy
theft. Quantitative data was analysed using descriptive statistics to provide fre-

unHCiCS and percentages.
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3.2 Study participants

I selected purposively participants who were knowledgeable about energy theft
in Lagos State. The participants included officials from the Ikeja Electricity Dis-
tribution Company (IKEDC) working in customer service, field operations and
security departments because they possessed experience with patterns of energy
theft. In addition, I involved community leaders as they are well-acquainted with
local practices. Government leaders from Nigerian Electricity Regulatory Com-
mission (NERC) were also included to provide knowledge on regulatory and
enforcement aspects of energy theft. I intended to select researchers and acade-
micians who had studied energy theft, energy policy, and related socioeconomic
issues to offer academic findings on the study (Ojedokun et al., 2021; Obafemi
et al., 2021 and Akabuiro & Umeobika, 2020). Informants in a qualitative study
are critical to its success as such persons provide insights into matters and also

give access to interviewees who may have contrary evidence (Yin, 2018).

Twelve (12) Participants were selected using a purposive sampling technique ap-
propriate for ensuring that selected individuals had the knowledge and experi-
ence relevant to the study. For the IKEDC officials, the study targeted those
departments involved with customer interactions and field operations. Commu-
nity leaders were identified through local government offices in Lagos state. Top
administrators from NERC were selected based on their roles and involvement
in energy regulation and policy implementation. Academicians and researchers
were chosen based on their previous work related to energy theft. Six (6) com-
munity members were approached in their neighborhoods where they were in-
vited to participate in the study. The questionnaires were administered in a face-
to-face format to improve response accuracy and provide an opportunity for
clarification on any questions. The research assistant asked participants to com-
plete the questionnaires at their own pace, ensuring they felt comfortable provid-
ing honest responses. After the questionnaire administration, the researcher con-
ducted follow-up interviews with a subset of participants who expressed
willingness. This purposive sampling approach ensured that the study gathered
rich and relevant perspectives from different actors. According to Yin (2018),
in-depth interviews are valid when researchers know that the people being inter-

viewed are representatives of the majority of people that are actually facing the
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problem. In other words, researchers needed to show that the people they are
interviewing were knowledgeable of what is going on. In this way, a potential

bias picture was minimised.

3.3 Data collection methods

The study used questionnaires to collect data from community members while
interviews to collect data from key informants. Structured questionnaires were
distributed to community members to obtain information on demographics,
economic status, employment history and beliefs related to energy theft. On the
other hand, interviews helped by suggesting explanations of key events as well
as findings reflecting participants’ relative perspectives (Yin, 2018). The inter-
view guide directed the topics of interest but the participant and the interviewer
were free to explore ideas as they arise. Participants were asked to indicate the
common methods of energy theft, describe what motivates individuals to engage
energy theft practices, explaining the risks involved in identifying and addressing
the vise while also suggesting the likely remedies to energy theft in Lagos state.
This helped to move discussions into specific examples and details relevant to
the participant’s experiences. The flexibility of interviews allowed for more elab-
oration of questions and will help to sort questions in themes (Roberts, 2020).
The interview was done online through phone calls, Whatsapp calls and zoom
and each lasted 30-45minutes and was digitally recorded for transcription. The
recording was started upon getting consent from participants to do so. Yin
(2018) emphasises that ‘using recording is a matter of personal preference’. The
audio recordings provide a more accurate interpretation of any interview than
taking notes. He further notes that recording should not be used when a partic-
ipant refuses, appears uncomfortable, the recording distracts the process or acts

as substitute for “listening”.

3.3.1 Secondary data

The researcher gathered data from government reports, industry publications,
and statistical databases. Key documents included reports from the Nigerian
Electricity Regulatory Commission (NERC) and publications from the Ikeja

Electricity Distribution Company that gave data on the prevalence of energy
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theft statistics. Also, economic reports from the National Bureau of Statistics
provided Nigeria’s GDP for 2020 to 2023. The researcher also reviewed reports
from international organisations such as the World Bank and the International
Energy Agency (IEA) to understand energy theft in Nigeria and other similar
economies. Data from the National Bureau of Statistics and the Central Bank of
Nigeria were analysed to estimate the percentage of Nigeria’s GDP affected by
energy theft. This secondary data helped quantify the financial losses attributed
to energy theft. The literature review incorporated existing research studies by
scholars such as Ojedokun et al. (2021) and Obafemi et al. (2021), who have

explored energy theft patterns and socioeconomic factors influencing the vice.

3.4 Data Analysis

Descriptive statistics (percentages and trends) were used to show the year-on-
year changes in the prevalence of energy theft from 2020 to 2023. To estimate
how much energy theft affected Nigeria’s GDP from 2020 to 2023, the re-
searcher calculated the financial losses due to energy theft as a proportion of the
country’s total GDP. Thematic analysis was conducted to analyse the transcribed
data. Thematic analysis allows interpretation of rich data and is useful when sum-
marising key features of a large data. The researcher started by familiarising with
all the data and journaling to make note of the comments of participants. Ac-
cording to Braun and Clarke (2006) notes that researchers should first familiarise
with the depth of the data. The transcripts were read several times to allow my-
self understand each participant’s lived perspective of energy theft. After famil-
iarising with the data, I did open coding where a list of codes was grouped into
categorises to identify relationships by colour coding with different colours to
distinguish each easily. Codes were then combined to generate themes. The gen-

erated themes and subthemes were named and defined.

3.5 Limitation of research and possible practical
problems

Some participants refused to give information, but to ensure that the study was
successful, the researcher explained to them study purpose and assuring them

that whatever information they share would be kept confidential. In addition,
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the time needed to conduct this research was not enough since it was basing on
a qualitative approach. I minimised this by considering a small sample size and
followed work schedule that was drafted to meet deadlines. Despite, sample size
being limited to a few interviews due to time constraints, in-depth analysis of
interviews and an extensive literature review were still beneficial to answer re-

search questions.

3.6 Research ethics

The researcher upheld ethical standards throughout all study stages since the
process could bring harm to the individuals involved in the process. Before con-
ducting interviews, the scope of the research and its limitations were explained
to the informants. It was highlighted that they could refuse to answer any ques-
tion as well as withdraw at any point without any consequences. They were also
asked if they had any questions which they would want to add. I ensured that I
create an open conversation with participants so that they speak their percep-
tions. In addition, I considered not revealing any details about the participants
and I included as many direct quotes as possible since it was difficult to represent

others.

25



Chapter 4

4.1 Prevalence of energy theft

The study examines the extent of energy theft in L.agos State. The prevalence of
energy theft impacts the efficiency and financial stability of the power sector.
The estimated losses due to energy theft in monetary terms, alongside the per-

ception of community members.

M ves
Cne

Figure 4.1 Experience of energy theft in Lagos State

Figure 4.1 reveals that 66.7 percent of community members or their family
members have engaged in energy theft, while 33.3 percent have not. This indi-
cates that energy theft is a common response to certain challenges faced by res-

idents.

Furthermore, the researcher asked the community members on a scale of
1-5 to rate how serious energy theft is in Lagos state. The results are presented

in Table 4.1.
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Table 4.1 Perception on level of energy theft by community
members

Category Frequency Percentage Gender (1)

1 (Not serious at all) 0 0% -

2 (Slightly serious) 0 0% -

3 (Moderately serious) 1 16.7% Female

4 (Very serious) 2 33.3% 1 Female, 1Male
5 (Extremely serious) 3 50% 2 Male, 1Female
Total 6

When asked to rate the seriousness of energy theft in Lagos State, 50 per-
cent rated it as “extremely serious” (5 on a scale of 1-5), while 33.3 percent rated
it as a 4, and 16.7 percent rated it as a 3. Out of the extremely serious, 2 were
male aged between 206years and 45years and one female aged between 26-
36years. This implies that most community members see energy theft as a major

issue in their area.

Source: Shokoya and Raji (2019)

Picture showing an example of meter tampered by bypassing a meter in a
residential building in Ikorodu, a suburb of Lagos State. The supply line leading
to the first energy meter (o the lefl) is diverted. The picture also shows another
method of tampering with the meter involves reversing the input and output

terminals to prevent the meter from recording energy usage accurately.
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4.2. Percentage share of energy theft in GDP for 2020-
2023

This section examines the impact of energy theft on Nigeria’s economic perfor-
mance by analysing the percentage share of energy theft losses in the country’s
GDP growth from 2020 to 2023. Energy theft represents a huge challenge for

Nigeria causing financial losses for utility companies and the economy.

Table 4.2 Descriptive Statistics of Energy loss and its percentage
share in GDP from 2020-2023

Variable Obs Mean Std. Min Max
Dev.
Estimated Loss (million 4 50.11 21.19472 31.72 79.05
USD)
Percentage share of GDP 4 11.75929 4.689755 6.711523 17.93168

()
Source: National Burean of Statistics (2020, 2023) and NERC quarterly reports for 2020
1o 2023

The table indicates that on average, the losses due to energy theft each year
were approximately 50.1 million dollars from 2020 to 2023. The standard devi-
ation of 21.19 suggests that there is a significant variation in the losses over the
years. A higher standard deviation indicates that the yearly losses have fluctuated,
reflecting changes in the rate of energy theft. The minimum loss recorded during
this period was 31.72 million dollars, while the maximum reached 79.05 million

dollars.

Table 4.2 indicates that, on average, the losses due to energy theft account
for 11.76 percent of Nigeria’s GDP. The standard deviation of 4.69 percent in-
dicates variability in the percentage share across the years, suggesting fluctua-
tions in the extent of losses relative to GDP. The minimum percentage share
observed was around 6.71 percent, while the maximum reached approximately
17.93 percent. This range implies that the impact of energy theft on the GDP is

different over the analysed period.
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Figure 4.2 Energy loss and its percentage share in GDP from 2020-
2023

Figure 4.4 shows that in 2020, losses were estimated at 52.46 million USD
and this increased to a peak of 79.05 million USD in 2021, suggesting that energy
theft activities were at their highest during this time. However, in 2022, losses
dropped to 31.72 million USD, which indicate better enforcement and anti-theft
measures. In 2023, losses rose to 37.21 million USD, indicating that challenges

remained in controlling theft.

In 2020, energy theft made up 12.14% of economic losses. This number
increases to 17.93% in 2021, marking a peak that strained financial resources and
slowed growth. By 2022, the share fell to 6.71%, indicating possible improve-
ments in energy management that eased some of the economic burden. How-
ever, in 2023, the share rose again to 10.26%. Therefore, persistent energy theft

disrupts revenue for utility companies, limits public investments, and slows

GDP growth.
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4.3 Motivating factors behind energy theft activities in

Lagos State

Energy theft in developing countries have been studied before (e.g. Yakubu et
al., 2018; Monyei et al., 2018 and Lin & Okyere, 2022). However, this chapter
relies on data generated from the field together with secondary data on the mo-
tivating factors influencing energy theft activities in Lagos State. The reasons for

energy theft are presented in Figure 4.3.

Motivating factors influencing energy theft

M Rewards and risk
perception

3 participants
M Energy prices

3 participants

3 participants

m Severity of penalties

i Moral values

0 participants

® [nequitable billing and
metering issues

3 participants

Figure 4.3 Motivating factors influencing energy theft

Figure 4.3 showed that most of the respondents indicated that low risk of
being caught is the dominant reason that account for stealing the energy. High
energy prices were also identified as a key issue causing energy theft by 5 partic-
ipants. This implies that when energy costs rise, individuals are more inclined to
steal to save money. Other factors, each cited by 3 participants, include enforce-
ment of penalties, moral values implying that weaker ethical considerations con-
tribute to such behaviour, billing and metering discrepancies creating feelings of
unfairness and corruption, where people feel justified in stealing energy due to
lack of trust in institutions. These imply that energy theft is influenced by both
economic factors (like costs and risks) and perceptions of fairness and ethics

(such as corruption and billing inequities).
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High energy prices

Five respondents mentioned the sharp rise in energy tariffs as a key driver
behind energy theft, indicating that many consumers feel burdened by the high
cost of electricity. In low-income areas such as Ajegunle, many people live on
small daily incomes; energy costs take up a large part of their budget. Some res-
idents illegally bypass meters or connect to power lines because they believe they
are unfairly charged. In addition, small business owners in places like Alaba mar-
kets also face high bills, and some turn to illegal connections to reduce their
costs. The tariff structure for energy is organised into service bands implemented
by the power distribution companies, areas with better service quality in higher
bands like Band A or B, where residents receive between 16 to 20 hours of elec-
tricity per day. While this ensures a more stable supply for these areas, it also
comes with higher tariffs, which many urban consumers in Lagos find challeng-
ing to afford. As a result, some urban residents cannot keep up with the high
energy costs, so they turn to energy theft to reduce their monthly energy bills.

Ginald, an Assistant General Manager at NERC, observed,

“In Lagos energy is more reliable but ex-
pensive, some residents thus resort to electric-
ity theft to avoid paying high bills.”

This indicates a challenge of balancing reliable supply with affordability for
urban consumers. Another participant, Bayo — an energy sales manager at Ikeja
Electric, explained that high energy costs exert financial pressure on consumers,
prompting some to seck illegal connections to lower their expenses. Energy theft
spikes tend to align with price hikes, indicating that rising tariffs push people to
look for alternatives when they become unaffordable. Drimo, a senior manager,
shared similar views, suggesting that economic hardship drives consumers to-
ward energy theft when faced with unaffordable prices. Akomo, an energy sales
supervisor, added that irregular and unexpected price increases lead to frustra-

tion, motivating some to tamper with meters or bypass connections altogether.

From the community perspective, Igu, CDA chairman said that residents
perceive the price hikes as unjust causing some to bypass the system to balance
out perceived inequities. From these narratives, I believe that high energy prices

create economic strain and shape perceptions of fairness among consumers.
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When the energy cost is seen as disproportionate to the service received when
the price increases, it triggers financial injustice that fuels energy theft. This
agrees with findings from Ghana where widespread frustration toward utility
companies grew due to sharp increases in tariffs and inadequate services. In
some cases, this frustration led community members to vandalise the offices and
equipment of these companies, expressing their anger over what they perceive

as excessively high bills (Myjoyonline News, 2017).

Rewards and risk perception

The second cluster of factors that motivate people to engage in energy theft is
perceived rewards and risks. Participants in this study established that people are
always going to assess and make decisions to engage in such illegal activities bas-
ing on the likelihood of benefits accrued. One participant said, “In this area, the
gain from stealing electricity is high, especially for those struggling with high
utility bills.” [Atima, Specialist in Abu Dhabi on the Asia Electric, Ikeja Electric]
Atima’s observation indicates that when people are burdened with high utility
bills, they resort to energy theft. Atim explained that a local small business owner
facing severe electricity bills found that stealing power gave him immediate fi-
nancial relief, outweighing the potential consequences. The weak enforcement
of regulations in the State further increases the theft as people see the likelihood
of getting caught as minimal. This agrees with Becke,t’s (1968) economic theory
of crime who posits that individuals are more likely to commit crimes when the

expected benefits outweigh the perceived risks.
Another interviewee remarked:

“People are motivated to steal energy when they see in-
creased savings and believe the risk of detection is minimal.”
[Phen, Revenue Protection Energy Vigilance, Ikeja Electric]

People’s motivation stems from weak enforcement in Lagos, for example,
residents in informal settlements feel that their chances of detection are low due
to the limited presence of enforcement officers in their areas. In addition, Asimo
said that, “The temptation to steal energy increases with low-risk perception.”

[Asimo, Researcher, Energy and Regulatory Consultant, Nigerian Power Sector].
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This shows that if local authorities implemented inspections, individuals reassess

the risks associated with theft.

Rewards are also assessed on the financial pressures, as a participant put it
that,
“Many households here experience differences between
their actual power usage and what’s reported. This discrepancy
makes theft seem more beneficial as the perceived risk of getting

caught is low compared to the benefits of free electricity.”
[Drimo, Senior Manager, Ikeja Electric]

This shows that the reported power usage creates an environment condu-
cive to theft. One household with irregular power meter readings see theft as a
viable way to avoid paying for what they perceive as inflated bills. In addition,
another participant explains that economic hardship increases the motivation for
theft where a low-income family struggling to make ends meet views energy theft
as a necessary option to manage their financial situation, even if it involves some
risk.

“For many dwellers in Lagos, stealing electricity is seen as a
necessary measure to balance the scales, outweighing the risks of

detection.” [Phen, Revenue Protection Energy Vigilance, Ikeja
Electric]

To add on this, Drimo explained a scenario that, “a worker who has lost
their job might turn to energy theft as a temporary solution to their financial
problems, weighing the short-term relief against the long-term risks” [Drimo,
Senior Manager, Ikeja Electric]. This confirms that economic strain influences
the decision to engage in theft. Individuals under financial stress view theft as a
necessary means to alleviate their economic burdens, when they perceive en-
forcement as insufficient. For many people, “energy theft is considered as a nec-
essary risk to manage their financial situations. Their willingness to engage in
theft is closely linked to their economic conditions.” [Wole, Researcher, Aca-

demia]

From data, the high rewards associated with energy theft in Lagos State
combined with weak enforcement create an environment where theft is seen as
a low-risk, high-reward activity. Miceli (2018) noted that economic incentives
and risk perceptions drive criminal behavior, with weak enforcement lowering
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the perceived risk of detection. Similarly, van Velthoven et al. (2016) find that a

lower perceived risk increases the likelihood of criminal activities.

Severity of penalties

In Lagos State, the success of penalties in stopping energy theft depends on how
harsh and regularly they are enforced. Three participants shared their views on
this theme. One participant explained that strict penalties are important but lose
their impact if not enforced regularly. He explained, “In Lagos State, severe penalties
are important to deter energy theft. However, their effectiveness depends on how frequently they
are applied across different neighborboods.” |Ginald, an Assistant General Manager at
NERC]. This shows that people in Lagos State feel more comfortable stealing

energy, assuming they do not face serious consequences.

Another participant, Van, pointed out that in some cases, the penalties in
Lagos State are too mild to act as good deterrents. He said,
“In Lagos State, some penalties for energy theft are not severe enough

to deter offenders. When penalties are perceived as insufficient, they fail to
prevent theft effectively.” [Van, NERC]

This suggests that if the punishment is not strong enough compared to the
gains from stealing energy, people continue with theft, believing the risk is worth
it. Bayo added that penalties must be both high and consistently enforced to
work. He noted,

“In Lagos, the effect of penalties is low because enforcement is incon-
sistent.” [Bayo, an Energy Sales Manager at Ikeja Electric]

Bayo’s comment explains that even tough penalties should be applied
evenly across all areas to prevent theft. In other States where enforcement is
strong, theft rates are lower. These findings support Becker’s (1968) economic
theory of crime, which suggests that people weigh the benefits of illegal activities
against the risks of getting caught. According to this theory, higher penalties and
a greater chance of being caught reduce the likelihood of committing crimes.
This study supports Becker’s idea, showing that strict penalties and consistent
enforcement can prevent energy theft. However, Van’s observation about weak
penalties agrees with Tasdoven et al (2012) argument that people’s economic

incentives and risk perceptions drive criminal behavior. When penalties do not
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outweigh the financial benefits of theft, they fail to stop the crime. This is evident
in Lagos, where lighter penalties have contributed to ongoing theft because the
risk of facing serious consequences is low. In addition, Wesonga (2020) found

inconsistent enforcement increases criminal activity.

Moral values

Study participants established that energy theft is normalised in some parts of
Lagos State supported by views from three participants. Neka, an Energy Sales
Coordinator at Ikeja Electric, observed that in some areas of Lagos, energy theft
is seen as a minor offense. Neka stated,

“Tn some neighborhoods of Lagos State, energy theft is seen as a com-

mon practice. This normalisation weakens the moral barriers to theft, matk-

ing it more prevalent.”

This suggests that in some parts of Lagos, residents experience irregular
billing, theft has become acceptable. People view it as a practical solution to
inadequate service rather than a crime, which diminishes the moral resistance to
theft and makes it more likely. In addition, Igu, supported this by noting that
when theft becomes normalised, people’s moral judgments weaken. He said, “I»
Lagos, energy theft is somehow normalised, the moral judgment against it weakens. People in
these areas are more inclined to commit theft becanse it is seen as less of a crime.” Residents
see it necessary, especially if their peers are also engaging in it. As a result, even
those new to the area or struggling financially adopt the practice, seeing it as

acceptable.

Asimo, a researcher and Energy Regulatory Consultant, explained that so-
cial norms are key to shaping attitudes toward theft. He stated, “The social norms
in some parts of Lagos State make energy theft seem like a minor offense. When theft is seen
as common and accepted, individuals’ moral resistance to committing such acts is reduced.” In
neighborhoods where theft is prevalent, people tend to view it as a normal be-
havior rather than a serious crime. This social acceptance weakens moral values
and leads to higher rates of theft. This data agrees with Singh and Inglesi-Lotz’s
(2021) argument that social norms influence criminal behavior. When theft be-
comes accepted within a community, it lowers the moral barriers that would

prevent such actions. This also connects with Saini’s (2017) strain theory, which
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suggests that when social norms are weak or in conflict, individuals turn to crim-
inal activities, such as theft, to achieve their goals. In LLagos, where theft is nor-
malised, residents see it as a valid response to economic or service issues. The
data also supports Miceli’s (2018) research, which indicated that moral values
which are weak increase the likelihood of criminal behavior. As shown in Lagos,
the social acceptance of energy theft reduces moral objections, resulting in

higher rates of theft across communities where these behaviors are normalised.

Inequitable billing and metering issues

This is another cluster of factors where errors and inefficiencies in the billing
and metering systems contribute to energy theft in the State. Participants viewed
that faulty meters, incorrect billing, and poor maintenance create frustrations for
residents leading some to see theft as a reasonable response to what they see as
unfair utility charges. Neka, an Energy Sales Coordinator at Ikeja Electric, ex-
plained that faulty and poorly calibrated meters are a common issue in Lagos.

She noted,

“In Lagos State, fanlty and poorly calibrated meters are common and
this makes it easy for people to bypass billing and engage in energy theft
without much concern.”

This shows that when some household experience inaccurate meter read-
ings that do not reflect their actual energy usage, as such they see theft as a way
to avoid inflated bills. In these cases, residents are less likely to feel guilt or fear

of being caught, as they perceive the billing system to be flawed in the first place.

Another participant, Adahim, Principal Manager at the Customer Service
Standards Unit of NERC, added that inaccurate billing and poor meter mainte-
nance create conditions where energy theft is seen as a rational choice. He said,

“Lagos faces serious problems with inaccurate billing and meter

maintenance and these create an environment where energy theft becomes a
choice for those who feel they are being unfairly charged.”

It was established that in some instances when households receive bills
much higher than their actual energy consumption, due to faulty meters, they
feel justified in bypassing the system to avoid paying for electricity they did not
use. This feeling of unfair treatment lead people to view energy theft as a logical

response to the problem.
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Akomo, from IKEDC, noted that inconsistent meter readings and high util-
ity charges drive consumers to theft. He explained,
“Consumers in Lagos turn to energy theft due to inconsistent meter read-

ings and high utility charges. The unreliable metering systems here push people
towards bypassing the system entirely.”

In this case, when meters give unreliable readings and electricity costs are
perceived as too high, residents resort to theft as a way of escaping what they
see as unfair pricing. The frustration with inaccurate metering systems fuels this
behavior, making energy theft more common. The view from participants is
consistent with Yakubu et al (2018) who found that errors in billing systems lead
to theft, as people try to correct what they see as unfair charges. Similarly,
Obafemi et al’s (2021) study showed that people are more likely to steal when
they feel they are being overcharged. The problems described in Lagos state also
agree with Ojedokun et al. (2021), who found that poor meter management and
billing inaccuracies create opportunities for theft by weakening monitoring and
enforcement. When the system is unreliable, individuals are more likely to ex-

ploit these weaknesses.
Corruption

Corrupt practices such as bribery and collusion lower the risks associated with
theft and make it easier for individuals to engage in illegal activities without fac-
ing consequences. Asimo, a researcher and Energy and Regulatory Consultant
stated, “In this state, bribes are given to alter meter readings.” This observation explains
that utility workers accept bribes to alter meter readings and enable residents to
avoid paying for the actual amount of energy they use. This makes energy theft
easier and reduces the fear of being caught. A person bribed a worker to report
a lower energy usage and shows they are essentially stealing energy, where the

bribe ensures there are no consequences for the theft.

Ginald, Assistant General Manager at NERC, noted that collusion within
the utility sector allows energy theft to thrive. He noted, ‘I Lagos, collusion among
some utility personnel enables energy theft to flourish. This internal corruption simplifies stealing
electricity and reduces the likelihood of getting canght.” This shows that some utility em-
ployees work together to cover up illegal activities, which makes energy theft

much easier. He narrated that some workers collaborate to provide false meter
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readings; as such, people steal electricity without fear of detection. This kind of

corruption acts as a shield for those engaging in theft, making it more common.
Wole, a researcher in academia, pointed out that,

“Corrupt practices within Lagos’s utility companies create an environment
where energy theft is not only possible but also appears justified due to weak

laws.”

Wole narrative suggests that weak enforcement makes individuals see en-
ergy theft as an acceptable response. He said officials ignore some illegal con-
nections; thus, people feel that theft is justified because there is no real threat of
punishment. This perception of impunity encourages more theft and supports a
culture where it is seen as rational. Xia et al (2022) found that corruption in
public services increases opportunities for illegal activities. In Lagos, corruption
in the utility sector reduces the risks associated with energy theft, making it more
attractive to residents. Similarly, Nduhuura et al (2021) argued that corruption
weakens the effectiveness of institutions and their ability to enforce regulations.
In Lagos, corruption helps people steal electricity and undermines efforts to pre-
vent it. When utility employees are involved in corrupt practices, enforcement
becomes less effective, and energy theft increases. Jamil and Ahmad (2019) also
noted that corruption leads to weaker public administration and less effective
enforcement of laws. Their research supports the view that states with high cor-
ruption are more likely to experience problems like energy theft because the law

is compromised.

4.4 Strategies to reduce the prevalence of energy theft

in Lagos state

This chapter examines the strategies to reduce the prevalence of energy theft in
Lagos State. Energy theft is a big challenge to the distribution and consumption
of energy, causing heavy financial losses for utility companies and unreliable
power supply for consumers. Drawing on interview data, the chapter is struc-
tured around four key strategies: communicating the cost of electricity theft to

consumers, improved metering and billing, and community education.

Provision of subsidies for low-income households
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This strategy focuses on providing financial support to low-income households
to reduce the incidence of energy theft in Lagos State. Many low-income families
struggle to pay for electricity, making them more susceptible to the temptation
of engaging in theft. Interview participants suggest subsidies as a means to alle-

viate this burden. One participant noted:

When low-income households receive financial assis-
tance for their electricity bills, they are less likely to re-
sort to theft as a way to cope with their energy costs.

[Ginald, Assistant General Manager, NERC]

Implementing subsidies reduces the financial strain on these households.
This support would help families pay for their electricity and also promote legal
consumption. Adahim remarked, “By providing financial aid, we can help vul-
nerable communities access energy without resorting to illegal means, leading to

improved relationships between utility companies and consumers.”

In addition, subsidies with educational programs that inform households
about responsible energy use would be a good move. As participants suggested,
“Combining subsidies with information on energy conservation empowers low-
income families to use energy well, further reducing the likelihood of theft.”
[Neka, Energy Sales Coordinator, Ikeja Electric] Research shows that when
households have a clearer understanding of their energy consumption and the
benefits of legal access, they are more likely to stay within legal bounds (Babar
et al., 2022). In addition, utility companies could collaborate with local govern-
ments and non-governmental organisations to identify and assist eligible house-
holds. By establishing a transparent application process, these partnerships en-
sure that the subsidies reach those who need them most. Asghar et al. (2022)
noted that communities with strong support systems in place tend to have lower
theft rates, as financial assistance creates a sense of stability and trust in the sys-

tem.
Intensified grid surveillance and legal action against offenders

Another cluster of strategies is improving grid surveillance and implementing

strict legal measures against energy theft in Lagos State. Energy theft poses a big
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challenge to the power distribution system, and addressing it requires a strong

enforcement framework. One participant stated:

“We can quickly identify and apprehend offenders by strengthening
surveillance on the grid, sending a strong message that theft will not be

tolerated.” [Neka, Energy Sales Coordinator, Ikeja Electric]

They suggested the implementation of advanced surveillance technologies
like smart meters and drones to provide utility companies with data on energy
usage and theft activities. Adahim noted, “Modern monitoring systems allow us
to detect irregular consumption patterns, making it easier to pinpoint areas
where theft is prevalent.” Using this approach, he added that we could identify
offenders and minimise the economic losses caused by theft. In addition, of-
fenders should face charges and legal consequences to create a deterrent effect.
Ginald stated, “When individuals know that there are strong penalties for steal-
ing electricity, they are less likely to engage in such activities.” Thus, establishing
a clear legal framework that includes swift prosecution of offenders strengthens
the seriousness of the issue. Participants suggested that utility companies and the
government should conduct awareness campaigns to inform the public about
the consequences of theft. This concurs with Asghar et al. (2022) who argued
that communities with visible enforcement of laws experience lower theft rates,

as individuals are more cautious when they know penalties are enforced.
Communicating the cost of energy theft to consumers

Utility companies should communicate the financial implications of theft to con-
sumers. They need to convey how theft affects electricity tariffs to motivate con-
sumers to report theft and participate in preventive measures. A participant ob-
served: “... When people understand that theft leads to higher costs for everyone, they become
more motivated to report suspicions activities.” [Neka, Energy Sales Coordinator, Ikeja

Electric]

Consumers are likely to recognise the direct benefits of reporting theft; when
they understand that theft drives up their electricity costs and diminishes service

quality for all, they become more inclined to take action against theft. Adahim

added:
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“If consumers receive notifications about how energy theft drives up their
electricity tariffs, they will be more likely to engage in theft prevention
measures. Transparency about the financial burden cansed by theft in-
creases public support for reporting and reducing theft.” [Adahim,
Principal Manager, Customer Service Standards Unit,
NERC]

This shows that SMS or app notifications to inform consumers about how theft
affects their electricity tariffs encourage consumers to support theft prevention
efforts and report illegal activities. When consumers are informed about the
costs associated with their energy usage, they tend to adopt more energy-efficient
behaviors and engage in conservation efforts (Babar et al, 2022). Fidelis et al
(2017) demonstrated that feedback on energy consumption leads to reductions

in energy use.

Improved metering and billing
This cluster of strategies explains that meters reduce the temptation to steal en-
ergy when properly calibrated and billing is accurate. One participant noted:

In most areas around Lagos State, fanlty and poorly cali-

brated meters are common, mafking it easy for people to bypass

billing and engage in energy theft without much concern.”
[Neka, Energy Sales Coordinator, Ikeja Electric]

In Lagos, the inadequacy of metering systems increases the appeal of theft
as Adahim, Principal Manager at the Customer Service Standards Unit of NERC,
added: “Lagos faces serions problems with inaccurate billing causing energy theft to become an
easy choice for those who feel they are being unfairly charged.” [Adahim, Principal Manager,
Customer Service Standards Unit, NERC] When consumers receive incorrect
bills due to faulty meters, they feel justified in bypassing the metering system to
avoid paying for what they believe is an overcharge. Asghar et al. (2022) found
that when metering systems are reliable, consumers are less likely to engage in
theft as the risk of detection increases and the incentive to bypass the system

diminishes.
Community education

Participants mentioned that creating awareness about energy theft empowers in-
dividuals to participate in prevention efforts. One participant said, “.... When

residents understand how energy theft affects them directly through increased
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tariffs, they are more likely to participate in prevention efforts. Initiatives like
local workshops and informational campaigns make a big difference.” [Neka,

Energy Sales Coordinator, Ikeja Electric]

I suggest that utility companies in Lagos state carry out local workshops to
demonstrate how theft leads to increased electricity tariffs and motivate com-
munity members to report theft and engage in preventive measures. Another
participant supported this by arguing that,

“... community outreach programs that include infor-
mation on how theft affects local infrastructure and services

help to create a more informed public that is less tolerant of
theft.” [Ginald, Assistant General Manager, NERC]

Through community outreach programs, residents learn how theft under-
mines local infrastructure and disrupts services, leading to resistance against such
activities. I suggest community meetings to inform residents about how bad theft
is and tell them to be vigilant to one another. More so, we need to engage com-
munity leaders to spread anti-theft messages that amplify the reach of educa-
tional efforts and create a community-wide commitment to reducing theft.”
[Phen, Revenue Protection Energy Vigilance, Ikeja Electric] Jamil and Ahmad
(2019) found that community-based educational interventions decreased theft
rates by raising awareness about theft’s financial and legal consequences. Simi-
larly, Hokamp (2022) collaborations with trusted community figures improved
the reach and impact of educational campaigns. On the other hand, Akabuiro
and Umeobika (2020) noted that initial educational efforts could lose effective-
ness over time without continuous follow-up. This calls for education initiatives

that include regular updates and continuous engagement.
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Chapter 5

5.1 Conclusion

Energy theft in Lagos State has reached alarming levels and requires immediate
attention. It was important to understand key motivating factors that motivate
consumers to engage in energy theft. This will result in establishing measures to
track and curb the vice. In this study, men were more involved in energy theft
than women, while urban residents show higher engagement in illegal electricity
connections due to increased demand and challenges in monitoring. The find-
ings also indicate that those in the working-age group are more implicated, and
a lower level of education appears to contribute to reduced awareness of the
legal repercussions of energy theft. In addition, I study established that low-in-
come earners and those facing financial instability, especially the unemployed
and self-employed, are more likely to engage in energy theft to reduce costs.
Most residents had no family ties to energy companies, meaning economic mo-

tivations rather than insider influence made them participate in energy theft.

I found that increasing energy costs push more people to steal, as they strug-
gle to pay for legal access of energy. People in Lagos State also engage in energy
theft due to rewards and risk perception, severity of penalties, moral values, in-
equitable billing and metering issues, and corruption. The rewards and risk per-
ception surrounding energy theft make individuals weigh the potential benefits
of accessing free electricity against the perceived low risks of being caught.
Becker’s (1968) theory on the economics of crime is useful here, as it explains
how individuals make rational choices based on a cost-benefit analysis. In Lagos,
the perceived benefits of theft such as free electricity are seen to outweigh the
risks, especially when enforcement is weak. Also, weak legal frameworks fail to
provide a strong deterrent while when theft is normalised, individuals view it as
acceptable, which Becker’s theory also addresses, as societal values shift what is
perceived as rational or acceptable behavior. The study established that inequi-
table billing and metering issues contribute to energy theft by creating dissatis-
faction among consumers. The theory of economics of crime explained that
when consumers perceive the system as unfair, they are more likely to act in their

own economic interest even if it means breaking the law. Corruption facilitates
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theft by creating an environment where individuals exploit loopholes without
consequences. Corruption diminishes the likelihood of punishment, the cost of

theft decreases, encouraging more individuals to engage in it.

Energy theft has affected Nigeria’s GDP growth by reducing revenue for
electricity companies and limiting government spending. From 2020 to 2023,
energy theft made up about 11.76% of GDP losses, peaking at 17.93% in 2021.
This peak shows that widespread theft put a lot of pressure on the economy,

diverting money that could have been used for development projects.

5.2 Recommendations

Policies formulated to reduce energy theft should include provision of subsidies
for low-income households. Also, communicating the cost of electricity theft to
consumers through tools like SMS alerts and apps could raise awareness about
the financial impact of theft, thereby encouraging consumers to take ownership
of reporting theft. In addition, improving metering and billing systems would
reduce the opportunities for theft by ensuring fair billing practices, making it
harder for individuals to justify non-compliance. More so, community education
programs would help shift social norms by discouraging theft. In addition, com-
munity leaders should be engaged to spread anti-theft messages so that people
get to know the dangers of energy theft. The government should intensify grid
surveillance and have the offenders charged and sentenced before courts to min-
imise energy theft. Research should explore the behavioral responses of con-

sumers to increased penalties or community-based monitoring.
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Appendices

Appendix A: Consent Form

International Internatior
Institute of Institute of
Soclal Studies Soclal Stud

/6 afans /6"{‘

Consent to Participate in a Research Study

Working title: Factors influencing energy thefl in Lagos State, Nigeria
Investigator: Afolabi Funmilayo Abiodun

University: Erasmus University (ISS), Rotterdam, Netherlands

This research aims to understand the factors influencing energy theft in Lagos state, Nigeria.
The main research question is, “Why is there an increase in energy theft in Lagos State,
Nigeria?”

The discussion will be conducted by Afolabi Funmilayo Abiodun, as part of master’s research
at the International Institute of Social Sciences. Please note that there are no right, or wrong

answers and it will last about 30-45minutes.

I would like to let you know that I will be recording the interview sessions and audio
recordings will be kept anonymous you can leave the interview session at any time. The
response you will give will not be traced back to you. I will ask you to sign below to indicate
that you will keep all comments made during the interview session confidential and not

discuss what happened during the interview session outside the meeting.

By signing below, I agree:
o To maintain confidentiality of the information shared in the interview.
o To have the interview session recorded.

e To participate in the study.

o that I have received a copy of this information letter

Name of researcher Date Signature 0
Ae0ucalan AN 22 Jus 2w M'ﬁ

Name of participant Date Signature

To invoke your rights, if you have any concerns or questions about this research, please

send an email either to 683210fa@student.eur.nl

|nlt|mltlor’ul

Institute of

::;:I"l‘\;:l:"“‘ Soclal Studies
Social Studies /6,.,4‘.,
Frratan
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Internatior
Institute of

International

Institute of Soclal Stud

Soclal Studles /6_
2afn

st

Consent to Participate in a Research Study

Working title: Factors influencing energy thefl in Lagos State, Nigeria

Investigator: Afolabi Funmilayo Abiodun

University: Erasmus University (ISS), Rotterdam, Netherlands

This research aims to understand the factors influencing energy theft in Lagos state, Nigeria.
The main research question is, “Why is there an increase in energy theft in Lagos State,
Nigeria?”

The discussion will be conducted by Afolabi Funmilayo Abiodun, as part of master’s research
at the International Institute of Social Sciences. Please note that there are no right, or wrong
answers and it will last about 30-45minutes.

I would like to let you know that I will be recording the interview sessions and audio
recordings will be kept anonymous you can leave the interview session at any time. The
response you will give will not be traced back to you. I will ask you to sign below to indicate
that you will keep all comments made during the interview session confidential and not

discuss what happened during the interview session outside the meeting.

By signing below, I agree:
¢ To maintain confidentiality of the information shared in the interview.
e To have the interview session recorded.

» To participate in the study.
e that I have received a copy of this information letter

ame of researcher Date Signature W <
.n@.kﬁ..ej..ex!ﬂ..}.!?uﬁj .......... 23 | f o24...0 LTLf

Name of participant : Date Signature

~

To invoke your rights, if you have any concerns or questions about this research, please

send an email either to 683210fa@student.eur.nl
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Appendix B: Interview Guide Protocol for IKEDC
Officials

Dear participant,
My name is Afolabi Funmilayo Abiodun, I am carrying out a study on “factors
influencing energy theft in LLagos State, Nigeria,” in partial fulfillment of the re-
quirements for the award of the Master degree of Arts in Development Stud-
ies. You have been chosen as one of my participants to provide information
for my study. The information you provide will only be used solely for the pur-
pose of this research and will be treated with confidentiality. This interview will
take not more than 30-45 minutes.
1. Please tell me about yourself?
2. Describe your role at Ikeja Electricity Distribution Company?
3. What are the most common methods of energy theft you encounter in
Lagos State?
4. In your opinion, what motivates individuals to engage in energy theft?
5. How has this impacted the company’s operations?
6. What measures does IKEDC currently implement to prevent energy
theft?
7. What challenges do you face in identifying and addressing energy theft?
8. In your experience, what measures do you believe are necessary to ef-

fectively combat energy theft in this area?

Thank you for your time
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Appendix C: Interview Guide Protocol for Community

Sl

Leaders

Please tell me about yourself?

Describe your role and responsibilities as a community leader?

How prevalent is energy theft in your community?

What are the main reasons people in your community engage in energy
theft?

How does energy theft affect the daily lives of people in your commu-
nity?

What are the common methods used for energy theft in your area?

As a community leader, what role play in reducing energy theft?

What challenges do you face when trying to address energy theft in
your community?

As a leader, what measures do you suggest to reduce energy theft in

your community?

Thank you for your time
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A

Appendix D: Interview Guide Protocol for Top

administrators at NERC

Please tell me about yourself?

Describe your role and responsibilities in NERC?

How does NERC currently address the issue of energy theft?

What policies are in place to combat energy theft?

In your experience, what motivates individuals to engage in energy
theft?

In your opinion, what are the main challenges NERC face in enforcing
laws against energy theft?

How does energy theft affect the energy sector and economy of this
country?

As a Government worker, what measures do you believe are necessary

to reduce energy theft in Lagos State?

Thank you for your time
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Appendix E: Interview Guide Protocol for Researchers
and Academics

1. Please tell me about yourself?

2. Please describe what you researched about?

3. Based on your research, what are the key factors contributing to the in-
crease in energy theft in Lagos State?

4. What are the common methods of energy theft observed in your re-
search?

5. What role can academic research play in developing strategies to reduce
energy theft?

6. What policy recommendations would you make to the government and

IKEDC to address energy theft more effectively?

Thank you for your time
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Appendix F: Questionnaire for Community Members

Dear participant,

My name is Afolabi Funmilayo Abiodun, I am carrying out a study on “factors
influencing energy theft in LLagos State, Nigeria,” in partial fulfillment of the re-
quirements for the award of the Master degree of Arts in Development Stud-
ies. You have been chosen as one of my participants to provide information
for my study. The information you provide will only be used solely for the pur-
pose of this research and will be treated with confidentiality. This questionnaire

will take not more than 30-45 minutes.

1) Gender

a) Male [ ] b) Female [ |

2) Age
a) Below 18 || b)18-25 [ | 26-35[ | d)36-45 ]
€ 46-55 | | f) Above 55 [ |

3) Educational Level
a) No formal education ] b) Primary education ]
¢) Secondary education | [Tertiary education ]

4) Living area:

a) Urban ] b) Rural | |

5) Employment status
a) Employed ] b) Self-employed ] ¢) Unemployed
d) Retired || e Student ]

6) Do you or a family member currently work or have ever worked for an

electricity company?

a)Yes | ] d)No| |

7) What is your average monthly household income?
a) Below $30.5 | ]$30.5-$61.0 ]
) $61.0 - $122.0 ] d) $122.0 - $305.0

¢) Above $305.0 [ |
59



8) How often do you receive income?
a) Weekly ] b) Monthly ] ) Quarterly ]
d) Yearly || e Irregular | |

9) Have you or any of your family members ever engaged in energy theft

(e.g. tampering with meters, illegal connections)?

AYes | | dNo [ ]

10) If yes, what were the main reasons for engaging in energy theft?

(You may select more than one)

a) High electricity bills || b) Dissatisfaction with billing systems ]
c) Perceived low risk of being caught | | d) Corruption and bribery ]
¢) Economic hardship [ | f) Common in the community | |

@) Other (please SPecify) .......ooooiiiiiiiiiiiiii

11) If no, what do you think or have heard are the reasons people engage

in energy theft? (You may select more than one)

a) High electricity bills [ |b) Dissatisfaction with billing systems ]
¢) Perceived low risk of being caught d) Corruption and bribery [ ]
¢) Economic hardship ] f) Common in the community ]

2) Other (please Specify) .........coooiiiiiiiiiiii

12) Which of the following strategies do you think would be most effec-
tive in reducing energy theft in Lagos State? (You may select more than
one)

a) Improved metering and billing systems | |

b) Community education programs about the effects of energy theft | |

c) Stronger penalties against offenders [ |

d) Corruption control measures among staff | |

¢) Use of technology (SMS alerts, mobile apps) for reporting theft [ |

f) Community-based reporting systems ||

Thank you for your time
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Appendix G: Key informants

No. | Pseu- Position Gen- | Institution
doname der
1 Bayo Energy sales manager Male Ikeja Electric
2 Igu CDA’s chairman Male Local government
3 Neka Energy sales coordinator Male Ikeja Electric
4 Akomo Energy sales supervisor Male | Ikeja Electric
5 Drimo Senior manager Male Ikeja Electric
6 Atima Specialist in Abu Dhabi on the | Male Ikeja Electric
Asia Electric
7 Phen Revenue Protection Energy vigi- | Male Ikeja Electric
lance
8 Adahim Principal manager (customer ser- | Male NERC
vice standards unit)
9 Asimo Researcher (Energy and Regula- | Fe- Nigerian power sector
tory Consultant) male
10 | Van Consumer Affairs division Fe- NERC
male
1 Ginald Assistant general manager Male NERC
12 | Wole Researcher academia Fe- Researcher
male
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Appendix H: Prevalence of energy theft and Nigeria’s

GDP
Year | Estimated Loss | Nigeria’s GDP (bil- | Percentage share
(million USD) lion USD)
2020 | 52.46 432.20 12.1379
2021 | 79.05 440.84 17.93168
2022 | 31.72 472.62 0.711523
2023 | 37.21 362.81 10.25606
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Appendix I: Demographic and socioeconomic
characteristics

Table 4.1 Demographic information of respondents

Category Frequency Percent

Male 4 66.7

Gender Female 2 33.3
18 -25 1 16.7

Age 26 - 35 2 33.3
36 - 45 2 33.3

46 - 55 1 16.7

: Secondary 4 66.7
Educational level Tertiary 5 333
Living area Urban 5 83.3
Rural 1 16.7

Employed 3 50.0

Employment status Self-employed 2 33.3
Unemployed 1 16.7

A family member works ~ Yes 1 16.7
ot have ever worked for No 5 83.3

an electricity company

Table 4.1 indicates that most respondents were male (66.7 percent), with
females making up 33.3 percent. This suggests that men have an interest in dis-
cussing energy theft. In addition, highest proportions of participants were aged
26-35 and 36-45 (33.3 percent). This indicates that people in their working years
might be more engaged in or impacted by energy theft. Among the 6 community
members, 66.7 percent had secondary education and only 33.3% were reached
tertiary level. The presence of less-educated individuals imply that lower educa-
tional levels could be linked to limited awareness of the legal implications of
energy theft. Table 4.1 shows that majority of respondents lived in urban areas
(83.3 percent), with only 16.7 percent from rural areas. This implies that energy
theft is more prevalent in urban settings, possibly due to higher electricity de-

mand and denser populations where detection is more challenging.
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[self-employed
Elunemployed

Figure 4.1. Employment status

Table 4.1 and Figure 4.1 reveal that 50 percent were employe while 33.3
percent were self-employed, and 16.7 percent were unemployed. Economic
pressure among the unemployed and self-employed could drive some individu-

als towards energy theft as a means of reducing costs.

Table 4.1 indicate that 83.3 percent did not have family connections to elec-
tricity companies. This shows that community engagement in energy theft is

likely driven by general economic conditions rather than insider influence.
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Figure 4.2 Monthly income of community members

Figure 4.2 shows that most respondents (50 percent) have a monthly in-
come between $61.0 and $122.0. A smaller number of respondents fall into other
income ranges: 16.7 percent earn between $30.5 and $61.0; another 16.7 percent
earn between $122.0 and $305.0, and the remaining 16.7 percent earn above
$305.0. Majority of respondents with lower incomes suggest that financial chal-
lenges push some community members towards energy theft, as they might look
for ways to cut down on expenses, like electricity bills. This indicates that eco-
nomic difficulties could be a key reason for illegal connections. The few re-
spondents with higher incomes suggest that energy theft is limited to those strug-

gling financially and also involve people from various income levels.

Table 4.2. Frequency of receiving income

Frequency of receiving income Frequency Percent
Daily 1 16.7
Weekly 3 50.0
Monthly 1 16.7
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Irregular 1 16.7
Total 6 100.0

Table 4.2 indicates that 50 percent of respondents earn their income weekly,
while 16.7 percent each earn their income daily, monthly, or at irregular intervals.
The majority of respondents with weekly income might have modest, cash flow
making them sensitive to monthly utility costs like electricity bills. Those with
irregular or monthly income face challenges in managing consistent expenses,
which could lead them to seek alternative means to reduce costs, such as engag-
ing in energy theft. The different income frequency suggests that economic sta-

bility influence the motivations behind illegal connections.
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