Before the Blockchain, There Was Trust: How Tradition Shaped Crypto
Innovation in Nigeria

Introduction

In 2021, | was a struggling 300-level student at the University of Nigeria. | had just started
freelancing after learning how to build websites. After completing a job for a client, | was asked
for my PayPal details, but PayPal was not accessible in Nigeria, so we settled on crypto. |
received 100 USDC, converted it and waited for the naira to land in my bank account. The next
morning, | received a notification that my account had been frozen. At the bank, | was told this
was due to a directive from the Central Bank of Nigeria (CBN) banning financial institutions from
processing crypto transactions’.

| walked back to my hostel in confusion, trying to understand how | had just lost 841,000. The
CBN claimed the move was aimed at combating money laundering and reducing volatility, but
that didn't make any sense to me. | went on Twitter and saw that other Nigerians were in the
same position.

At the time, Nigeria was coming out of the COVID-19 pandemic and the aftermath of the
EndSARS protest?. There were multiple attempts by the government to curtail youth activism,
and they started by banning the platforms we used to organize. The CBN banned crypto
transactions. Twitter followed shortly after®. In response, people adapted, and VPN usage
increased. For crypto, this eventually led to the emergence of the P2P system, a grassroots
solution outside the formal banking system that allowed people to transact directly using escrow
mechanisms.

| continued freelancing and relied on this system. At one point, | needed &30,000 for
departmental fees, so | used P2P to convert some crypto. The trade took less than ten minutes.
| walked to the bursary and paid my fees. As | think back to that moment, | realize that the story
of crypto in Nigeria is not really a story about technology. What looked like technological
adoption from the outside was from within, a cultural process unfolding.

The Incongruity
Innovation rarely comes from flashes of genius, according to Drucker. It must be purposeful and

systematic and usually comes from paying attention to sources. One of those sources he called
incongruity, which he defines as "a discrepancy, a dissonance, between what is and what
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ought to be, or between what is and what everybody assumes it to be."* Essentially, the gap
between economic reality and what institutions actually deliver. When it becomes large enough,
innovation becomes inevitable.

Nigeria presents a unique example. On one hand, we have a country of traders. The Onitsha
Main Market in Anambra State holds the title of largest market in West Africa by volume and
size®. Go there on a random Tuesday and you'll see it in full volume with thousands of traders
haggling and moving goods out to buyers from as far as Ghana and Cameroon. This is a people
with a deep, ancient tradition of trade and negotiation.

On the other hand, this mercantile genius is trapped with a staggering naira. Before June 2023,
the official rate was approximately 8460 to the dollar. Within months it had crossed &1,600 — a
loss of more than 70% of the currency's value in under a year®. These numbers sound abstract
until you sit with what they mean for a person. The salary that paid the rent last year now barely
covers it. Importers wake up to find their next shipment costs twice what the last one did, and
pass the difference on to the woman selling foodstuff at the market. This trickles down to the
ordinary buyer who will buy a packet of spaghetti for 8120, only to return a month later and the
price has increased to 8500. You can’t even save, because inflation will teach you a costly
lesson.

In this brutal gap, Nigerian crypto culture has emerged as a kind of social innovation. It is the
point where our tradition of trade meets the change of decentralized technology to build a
parallel economic architecture.

The Tradition Layer

Innovation doesn't replace how people already behave, it sits on top of it. In Nigeria, crypto sat
on top of a web of peer-to-peer trust networks that had been doing the work of banks, courts,
and contracts.

In Governing the Commons’, renowned political economist Elinor Ostrom challenged the
long-standing assumption that communities could only manage shared resources through either
the state or the market. Across hundreds of cases, from the irrigation districts of Spain to the
fisheries of Turkey to the forests of Japan, she documented that communities were perfectly
capable of governing themselves, avoiding the "tragedy of the commons" without top-down
regulation or privatization, provided certain conditions were met. Boundaries were clear about
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who was in and who was out. Rules were made by the participants themselves. Trust was
established through reputation. And sanctions kept people honest.

Two Nigerian institutions have been running on Ostrom's theory of self-governance for
generations.

The first is Igba Boi, the Igbo apprenticeship system. A young boy from the village, known as an
nwa boi, is taken in by an established trader, his Oga, and moves into his household in the city.
For five to seven years, he works in his Oga’s shop without wages. He sweeps floors, carries
goods, watches how customers are greeted, learns how margins are kept, and listens to how
deals are cut. At the end of the term, the Oga gives the boy capital. It could be money, stock, or
sometimes a shop of his own, and releases him to start a business that will compete with his
former master's.

This is how people like Cosmas Maduka of Coscharis and Innocent Chukwuma of Innoson, who
started as nwa boi sweeping shops, built billion-naira companies®. It is a system run entirely on
trust and no formal statute at all. There was no court for apprentices to appeal to if they were
wronged, nor written contract to enforce the terms of an agreement. The Anambra State Igbo
Apprenticeship Law which came into effect in September 2025°, was the first statutory
recognition the system had ever received. Before then, the system had already produced
billionaires, rebuilt communities after the civil war, and served as the informal venture-capital
engine of eastern Nigeria.

The second is the Ajo system, also called Esusu or Adashe. Let me tell you about my neighbor,
Mama Gideon. She owned a foodstuff stall next to my mother’s provision store in the market.
Every Thursday evening, she, my mother, and three other traders would each contribute five
thousand naira to the Alajo, the collector. At the end, one member took home the full twenty-five
thousand. The next Thursday, the next member. And so on, until everyone had collected. There
is no bank or paperwork involved. The Alajo could theoretically walk away with the pot, and
occasionally one does, but the system has been running for generations because the
reputational cost of doing so outweighs the financial gain.

Compare this to how Nigerians use crypto. Two strangers meet on a platform, agree a rate, and
one sends naira to the other's bank while the other releases USDT from escrow. The trade
happens in minutes. Why does it work? Because the stranger has completed numerous trades
before this one. Because the platform shows a reputation score. The psychologist Robert
Cialdini called this kind of mechanism, social proof'®, which is the cognitive shortcut that tells
us when many others have already trusted something, then it is likely the correct action. The
market woman who trusts her Alajo and the freelancer who trusts a P2P vendor with a 98%
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completion score are doing the same thing. The technology scaled because it is still wrapped
around the existing social logic of reputation, trust, sanctions and informal agreements.

The Change Layer

In much of the Western public conversation, crypto is presented primarily as an asset class.
Roughly 60% of American holders treat it as long-term wealth-building or portfolio
diversification", and the most part of the discourse is driven by speculation: the next memecoin,
the next 100x, the next thing that will make someone rich by Friday.

In Nigeria, the posture is different. The speculative noise exists, but the dominant use of crypto
is overwhelmingly utilitarian: protecting savings, moving money across borders, paying for
goods etc. Walk with me to a small electronics shop in Alaba International Market. The owner,
Chidi, has a problem. A new shipment of phone parts is due from Shenzhen on Thursday. His
supplier wants dollars, but Chidi has naira.

Through the banking system, this is a week-long ordeal and the bank may or may not have the
dollars. When Chidi starts the transfer on Monday, say the rate is 81,500 to the dollar. He needs
to send $10,000 to his supplier, so he deposits #15,000,000. But the bank doesn't convert it
immediately. The money moves through a chain of correspondent banks, each taking a day and
a fee. By the time the payment clears on Friday, the naira has slipped to 81,600 per dollar. What
started as 815,000,000 is now effectively short. To complete the same $10,000 payment, he
would have needed 816,000,000. The difference comes out of his margin. The shipment now
costs more than it did when he started, and he suffers a loss.

However, if he uses stablecoins for the payment, he buys USDT on P2P, sends it to the
supplier's wallet in minutes, and the goods ship most likely that same day. There are still costs
but they are predictable, and more importantly, the value doesn’t erode while the money is in
transit. The same logic applies to the freelancer in Abuja earning from a client in Berlin, the
family in Lagos receiving money from a son in Toronto, and the textile trader in Kano receiving
payment from Accra.

Drucker had a name for this kind of innovation. He called it "Process Need."'? The idea is that
you look at a broken process and you find a fix for it. The process of cross-border trade in
Nigeria was broken. Receiving and sending money abroad was a nightmare. Nigerians looked
at this and decided on a fix. Ray Youssef, the former CEO of Paxful, a P2P crypto exchange,
once said that Nigerians "pioneered Bitcoin as an alternative financial system.""® That is exactly
right. Nigerians didn't invent the blockchain. They pioneered its application to a specific set of
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broken processes, and in doing so, they became Africa's largest stablecoin market and
consistently ranked among the top three countries globally for crypto adoption'™.

Who Drives It

Process need describes a condition that needs fixing, but a condition doesn'’t fix itself. Someone
has to do the work. Drucker's answer to that was the Knowledge Worker'®. A specialist whose
productive asset was what they knew, and who thrived in a stable professional environment.
That was his ideal, and for the post-war corporate economy he was describing, it fit.

It's a stretch to call an average Nigerian a knowledge worker in the full Drucker sense. | prefer
the term, a “hustle worker”, an agent of bottom-up innovation. To operate in this economy, you
cannot afford to be too specialized. You have to be agile. You have to know things. It is the
same way a market woman cannot afford to be ignorant in arithmetic so she can make change.
She is not a specialist, but a generalist thriving in an unstable environment.

| work as a blockchain security researcher, where | spend most of my time analyzing how
on-chain systems actually behave under real-world conditions, especially in peer-to-peer
markets like the ones | used when | first entered the space. From that perspective, one thing
has become very clear, the hustle worker is not a temporary phase that disappears as the
system advances. In many emerging markets, they are the system. They are the ones providing
liquidity, enabling transactions, and keeping the ecosystem active. They are also the carriers of
culture within the system. It is through their decisions, habits, and risk calculations that
innovation takes shape in practice.

The Result

Tradition shaped Nigeria’'s crypto adoption curve faster than the state could respond. While
people moved quickly, the government, used to leading, found itself reacting. For most of the
last decade, its posture toward crypto could be summarized in a single word: no

In 2017, the Central Bank of Nigeria (CBN) issued its first warning, telling banks to avoid dealing
with cryptocurrencies'®. But enforcement was weak, banks continued processing transactions,
and the market kept growing anyway. Four years later, in 2021, the government took a stronger
stance and formally banned banks from facilitating crypto transactions'’. Even then, activity
didn’t stop, it simply shifted more heavily into peer-to-peer channels.
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The tension escalated in 2024. Authorities accused Binance of enabling illegal financial activity,
including money laundering and tax evasion. Two of its officials, Tigran Gambaryan and
Nadeem Anjarwalla, were detained®, and access to Binance was restricted. P2P services
involving the naira were suspended, and the platform’s operations in the country were declared
illegal. The official position that crypto was a threat remained firm.

But the numbers told a different story. Adoption didn’t slow in proportion. In 2024, the CBN
governor revealed that about $26 billion in untraceable transactions had flowed through Binance
alone™. Nigeria ranked among the top countries globally for crypto use, with roughly $59 billion
in inflows between July 2023 and June 2024?°, much of it in stablecoins used to protect savings
from inflation.

Slowly, grudgingly, the institutions began to bend. In December 2023, even before the Binance
crackdown fully unfolded, the CBN quietly reversed its 2021 ban?', allowing banks to facilitate
crypto transactions again. Then in June 2024, the Securities and Exchange Commission
introduced new regulations, requiring exchanges to register and meet certain standards?.
Shortly after, local exchanges like Busha and Quidax received provisional licenses, effectively
admitting that this market was here to stay.

The turning point came in March 2025, when President Bola Tinubu signed the Investments and
Securities Act 2025 into law?®. This formally recognized cryptocurrencies as securities and
brought them under regulatory oversight. A few months later, a tax framework followed, fully
integrating it into the legal system. In less than two years, crypto in Nigeria moved from a legal
gray area to a recognized asset class.

The sequence here matters. Drucker believed innovation should be a systematic, organized
management discipline?. He often looked to the "manager" or the "enterprise" to lead the way.
But in this case, the law did not lead. The law followed. By the time the Investments and
Securities Act was written, the market it was regulating had already existed for years at scale.
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There is a line often attributed to the computer scientist Alan Kay, sometimes to Peter Drucker,
sometimes to Abraham Lincoln: the best way to predict the future is to create it*. \Whoever
said it first, the principle fits Nigeria almost too neatly. The Central Bank tried to predict the
future by writing rules, but the people created the future by writing transactions. So when the
two collided, it was the rules that had to adjust.

Conclusion

The lesson here is not that every country should imitate Nigeria, or even that crypto is the
solution. It is that innovation is always rooted in context. It grows out of the gaps people are
forced to navigate and the cultural systems they already trust. Where institutions are slow or
absent, people do not wait, they improvise, adapt, and build.

So the real question is not whether innovation can be engineered from the top down, but
whether institutions are paying close enough attention to what is already being created from the
ground up. Because by the time they respond, the future they are trying to regulate may already
be in motion.
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