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Nigeria Bke most developing countries borrowed from external

seurees mainly for invesiment purposes. The country’s external debt was

istainable up Lo mid 1970°s. From the late 1970°s because of podr macro—

cconomic management and declining prices of crude oil. the country’s

external debt began its upward movement. Thus Fom an external debt of

1950 before deelining to US $27.1 billion in 1997 aud rose 1o 5288

billion in 1998, However. one of the gréutest prablems [fucing African

counirics basically classified as the unt of theit external indebiediess,

The external debt problem is becoming more and more for many reasons
This problem of increasing rate of the external debt is threatening the
development programmes embarked upon by these couniies: thereby |
retarding their economic: growth and development. The veason being that

the size of the debt relative to size of the cconomy’s GNP is enommous.

Also. the current system of debt managemenl has a seriouz macro

economic impact on an cconomy’s outpul: as such, there is an uegent need

to reduce Alrica’s total outstanding debl service pasments: 25 well as

aecumulating of arrears on payments.

gHARAM ADESANES
POLYTECHNIC
UBRU-IGRS.
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In 1986, the Federal Government introduced the Stuctural

Adjustment  Programme (SAP) to address the problem of stroctural

Imbalance in the economy and create an atmosphere for the achievement of

macro - economic stability. It is obvious that one of the fnle;

part-of the

SAP is to reduce Nigeria huge debt. 1t is a fuct that if.ihe enormous amount . i
spent on debt service payment could be rediced greatly. the cuu‘nu;\ will be

able (o finunce a large volume of domestic investment which would
enhance growth and developiient.

The problem of the rising external debl of the

developed
countries (LDCs) is giving nightinares net only to the deblor nations that is

worrying about how 1o earn enough foreign cxchange to at least sUT o

their huge external debts but also to the creditors that are worricd about the i

tendeney of the debls becoming bad and irrecoverable,

‘la most debters nations, the adage * to po a borrowing is to

assorrowing” is a biting truism. This is not to say that the rescarcher is

against borrowing cither internally or externally. [n fact, from the on sel.

S

the researcher strongly believes that external fimds if judiciously wilived

will go'a long way to help solve or at least alleviate the problems of Bruss

ander - development confranting most of the LDCs. Gietting, out of the’
|




“debt trap” is now the

major concern of both the creditors and the debt

mations, The debtors should not be made to-bear the burden of

nuscaleulation of botgh the

creditors { who were reckless in the approdch w0
lending during this peak of die = petro dollar boom™ for heing too short

sighted as not 1o see the strings and traps atlached to the loans.

Perhaps, the above cannot be more represeniative of the Nigeria

situation which is likened o an extravagant person who is hosli

friends and associates 1o an all cxercise paid. no holds bmved party, which

after the parting found himsell unable (o settle cven a sion ol the bill

and all the guest gone, not even a person 10 be seen (0 offer moral sucear 1o

the Tavish host, This vividly describes the Nigeria.external

bt problem

Having wasted all the borrowed funds and having nothing to-show for il

Nigeria is woken up to unending knocks of the creditors

Unfortunately, ability to pay is close to zero, This is becomes more

pathetic when it can be seon that Nigeria is now called upon to pay when

the economy is in a depressed mood. More s0, the borrowed tunds

embatked on ill coneeived projects which are equally badly impletenred.

However. e new international cconomic order sets out as once of its

ubjectives to secure favourable conditions for the transfer of fesources 1o

4




developing countries and to ensure that a country” resources sre Tullye

utilizes for the development of the country concerncd. Thus. Nigeria

resorted to external borrawing early in her history 50 a8 1o quicken the pace

of economic development. The issue of Nigeria's external debl gencraled

much public concern at the beginiling of 1980,

Actually, Nigeria's external indebtedness started duting the colonial
days. The last of colonial borrowing was the World Bank [1BRD} loan ol
1958 used to finance Nigeria Railway Corporation exlension to Bomu

under the guarantee of the United K ingdom Governient { Fe

an 1978) 0t -

i belicved that debt is gencrated by the gap between domesti

savings and

investiment. and export carning which inereases in absolute lerms over time.

As the gap widens and the debts accumulates

int

st charges also
accumulate and a country must botrow more to maintain constant Tow ol

nat imparts and to refinance maturing debt obligations,

Nevertheless, external borrowing became a conscious public policy

when in 1960, the Government promissory notes ordinance was enacied lor

the purpese of raising authorized loans. Under the ordinance, a sinking find

was also established for redeeming loans raised. In 1962, the external loans .

Act was eazcted by parliament which provided for the raiging of the loan

5




outside Nigeria. Under the Act, external loans were 1o be wsed for the

purpose of developient program and for making loans Lo rigional

government.

In 1970, afer the civil war * The External Loan Rehabilitation.

Reconstruction and Development™ decree was promulgaied. The decroe
authorized Federal Commission t raise loans outside Nigeria [or amount

not above NI billion. The loan is for rehabilitation. reconstraction and

development  propramme for making loans Lo state government. Those

vatious regulations on external loans became 1he pelicy guidelines not only .

in magnitude but also in the direction

Nigeria's debt crisis could also be traced 1o ihe misdireet ceonoiie

policies pursued since the buoyancy of the ofl market which resulted in

1]
outright neglect of the non - oil sector of the ECONONLY ei;mcml!_\
agriculture. Owing (o this neglect of other sectars in the cconomy, the oil
sector: provided over 905 of the government national revenue, so
Muetuations that oceurred in the ol market in 1978 and 1980% distorted the
projected revenue estimales of the foderal governiment. Hence.” he
government had to borrow to fill the gaps Crcalct!rhy the fuctuation and .

also meets the inereasing expenditures. Thus, Nigeria’s debt as recorded by

&




the Central Bank of Nigeria in 1978 was NI, 265.7 million or US 522

billion;N8819.4 million or US $ 131 billien in 1982 and N133,956.2

million in 1988. More so, the total outstanding external debt of Nigeria

Went up 1o N240, 033.6 million in 1989 in addition, it is said that the debt

keeps rising yearly ( delying Newton's law of gravity] as Nigcria was

owning N648,813 million as at 1994 and N3,007,383.8 million as at 21’,\0()

The debt situation was alse intensified by larpe };uhlic deﬁ;n
relatively [ree capital in - ows, inclficient control over private capital oul i
flows and real over valuation of the exchange rate of naira to other world
currencies. For these reasons and others, debt problem has become one off
the most pressing issucs in the world’s palitical and econamic relattanship
for a LDC like Nigeria.

[n essence, what matters most is not the amount of the foreign loans =

i

but the ways and manner the loans are used in developmental proces

these loans are used for current consumption, they will have minimal

impact on future economic growth but il invested ralionally in productise

ventures, they will contribute positively fo real growth and -enhance the

productive capacity of the economy, The fact is thal development depends
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exchange crisis, which will rctard the rate of economic growth and

development in Nigeria.

12 STATEMENT OF THE PROBLEM

The issue of external debt in Nigeria has become an immense status

bestriding the main Stream ol international economy and politics. Foreigi

loans and aids are o longer used as in

ument of assistance bur s a

weapon of oppression, Suppression and perpelual under development, That

the: management of cxternal debt has: assumed 4 eritical dimension

Nigeria not in doubi. '

his can be seen in the rising total of extemna) debt

outstanding and the cost of sery icing the huge debr, From the comfort

hle ¥
position of lending even from the Inter nationul Menetary Fund (IMF) and
Aftica Development Bank (ADB). Nigeria became one of the biggest

debfor nations in the world and was listed among the bigoest debtor nations

in the world and was listed among the fifteen most indebted natior in the.

banker plan list.

At the end of civil war in 1970, the countey's exteryal indehledness

i was relatively low and was of litle significance 1| 1974, 1xur by 1977,

,ixltrn;al debt of Nigeria was N496.9 million and it rase by ever 205% 10
=

12657 million or US § 2.2 billion referred to as the © Jumbo Loan™ and

9
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services instead of spending it on

domestic investment, Thus an

undecked growth in forei g0 exchange oulflows to service

accumulating

debt, which wil] only

Hurther entrench under development of Niggria

cconomy . This means inereasing poverty -fgn:

ee discase and other

conceivable socio political maladies.

Furthernore, this study will b of a good help to the Nigerian

Lovemnment,  cspecially the  present government  to know the

effeetiveness of  he external deby antd economic growth polices

implemented in the previous years and knowe exaetly (he next slep to

follow now in curtailing the total owstanding external debt becuuse i is

very obvious that the Nigeria external deby is 10w growing ar alarming

rate yearly. It must be added that this study is of relevance nit only ta

N

zevia but to almost all the countries classifi

LDCs especially a% o

vesult of various common foatres

L7 SCOPE OF THE STUDY

dhe study is designed to cover the period of 2003 — 2013 and concentrates

h,

0nly on the external debt in Nigeria and also econolnic growil
%




L8 DEFINITION OF TERMS

EXTERNAL DEBT _ External debts are debis incurred avhen the
government of 4 country horrows from a forelgn banks Government and

International institutions like IMF,WORLD BANE, PARIS CLUB

Also it can be seen as unpaid portion of external resourees required  for

developmental purposes and balance of payment support which could nut
repaid when they fell due
BALANCE OF PAYMENT - 4 systemnatic record of all transactions

between residents of one country and the rest of the world I s

E

Statement of all the financial and ecanomic transactions helween IS

country and the rest of the world over a given period of Lime, It becames

unfavorable or adverse when there is excess Importation over exportation,

ECONOMIC GROWTH - [s 1 lomg term rise in capacily 1o supply
increasingly diverse economic goods 1o iis populations. Thiy Lrowving
€apacily is based on advancing technology _the institutional and idealugical
fustment that it demands, It refors 1o increasing real output or real per .
tal output of economy,

ONOMIC DEVELOPMENT - A multidimensional process involving

rganization and re eientation of entire economic and soeiil syslenmy

14
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Alsa there

Aare many aspects of external debt that haye not been giver any

aftention by authors of cuwrrent literature of Nigeria's exlernal

debl Such

Areas are the faclorg aifecting deht seryicing capacity of nations so as (o

Limit debt burder ang

the measures adopted so fur by the federal

government of Nigeria to solye debt problems

2.2.1 DEFINITIC

{OF EXTERNAL DERT AND ECONOMIC
GROWTH

Exdernal debt refers (o unpaid portion of external financial

sources required
Tor developmental purposes and balance oF payment 5 support which eould

1ot be repaid  when they fell due. The agt of borowing creates  dehrs

according to Oycjide et al (2005 } refers 1o the resources of money in yse-

in an organization which is not contributed by

its owriers and dovs 1ot in

any way belong to them, Therefore, when a Boveniment borrows the debis

i8 a public debl. Hxternal debts are incurred by government through

Botrowing in the international markel like IMF. World bank ¢1;.,

Sometimes therc may be a shortfal] in BOVErnine;

L revenue when revepue

tved from wvarious sources are not sufficien

Lo defray

the total,

nditure of governnient commitment When'this héppens » BOVErmnment

into deficit spending Deficit spending rvefers  tom ihe siluative

i 16



wherehy £overnment expendityre exceeds its reccipis during a given

Lnancial year, The goveminent

incurs debts by spending more than i

raised i revenye, These debrs s ¢

alled national or public debis which is

defined as the Cumulative ot

al of various government indubtedness al any

&iven moment, Fropm the definition , one will note that  government

decumnulates debts by running into defieit Although government coilld still

avoid deficit by selling all its assets and primting move more money but

government rarely does any of the abave, ihstead government fike to yse

deficit spending which runs her

into debi which could be domestic or

external or both, IT the debt is constituted mostly by domestic debr. this

may lead 1o too much hazard because it is money owed 1o the cili

ol

the eountry but when it is mostly external it constitutes

serious burden

ecause it is debt awned to foreig

. According Lo Yasipe (2004 there

are classification of debt. which arc reprod

uctive debt and dead weight

" debt. Reproductive: debt he says is debt which oeeur when o loun is

L obfained to enable the nation to purchase some sorl. of

455l e money

borrowed for acquiring factories electricity, rbfincries ele:

Dead weight debts are debis. incured by government for unpraductive

entures such as financing wars and expenses on current expenditure,

i AUESANES
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LOANS FOR SOCIO -ECONOMIC NEEDS — The provision of the

S0Cl0- —economic needs of the people such ay infrastructure JDedlth

education and other soeial amenities may necessitate  borrowing by

government o finance them,
: LEeonomic growth on the other hand, may be defined in terms of the fotal
physical output or real income of 2n economy. Also it conld he referred 10
as an iberease in reul output or per capital outpul of an ceopomy. The

definition correctly recognizes that the standard of living of the people in

any economy is best measured in terms of real output per person. The

an ceonomy it the pepulation ingreased

standard ol living could decling
at @ fasier rate than the volume of the real output, [t is therelore stcudy
process by which the productive capacily of the economy is increased o et

time to bring about rising level of national income. Economic growth must

be maintained if a-nation is to improve the standard of living of the peoy

Economic growth is thercfore defined and measured in two ways

Specially, economic growth may be defined-as follows: -

As the inctease in real GNP which oceur over period of time.

As the incrcases in real GNP or NNF per eapital which oceuss over time.



¢ Economic growth by either definiijon is usually calculated in terms of

annual percentage rate of growth, For example if real GNP of Nigeria was

#200billion last year and #210b this year.we cun calculate the rawe of *

growth by subrrauling last year’s GNP from this year's GNP (£ 210k - #

200b) = I /20 or 5%.

From this peint, one can obscrve that economic growth usually reters to
the quantitative increase in the tatal o per capita out pul of goods

services in an cconamy whereas developiment implic

a pasitive change in
the socio .institutional and otlier stiyéraral relationship within which

~ prowth lakes place. For prowth to take place that is for fitue autput {o he
greater than the present output, il is necessary to incrense the Cxi\;im_:
level of productive capacily ie the availuble stock of capital oods, But ”

this can happen only if part of current output is withheld from present

consumption (i.e saved ) and used to add to the existing stock of capital

2oods is what is called investment .We can see therefore that erowth s nol

| possible withoul the savings investmen! process.

CAUSES OF EXTERNAL DEBT CRISIS IN NIGERIA

umerous lactots contributed (o the increased size of Nigeria’s external -~

lobits crisis. Accorging to CBN briets 1998 series, the major factors inglude |
waFAM ,,pxg.‘tlu
aanil yricHm@ f
, u“u_m‘lﬂ_-
VSR S0 T
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the rapid growth of public expendinire > Partictlarly expenditure on capital

projects,

borrowing from the ternational comnunity at hon coneeisional

irilcrest rates, decline in of] €arning s for the jate 1970°

s and the emergency

of lrade arrears, As g de

veloping economy. characterized by 4 low

productive base, the supply of goods and services is augimented with

inports under the tircumstance s, there was substantial growth in impoits

Nigeria import bills rose from 756.4m in 1970 ta # 845,75 in 1997,0m

mainly 1o the depreciation of the nuira durlng the period. The inability (o

settle import bills led 1o the apid build of trade arreurs in the varly L9

forcign exchange carnings declined substantially during the period. Also,
Nigeria’s debt problem is rooted partly in the collapse of internationul oil
price in 1981 and the persistent sofiening of the international oil market

since then and also partly in domestic policy laps

he policies pursued in i

19705 and early 1980s led to structural changes which made the economy

“Villnerable to exterial shocks. Rural —utban migration whic

v intensified in

the wake of the oil boom as well as inappropriate Ppricing and exchange rale

licies had taken tiieir toll on the e agricultiral sectorwith the tesult thal

secior s contribution to GDP shrank from 53% in 1965 to about 40% in

‘mid 19708 and not more than 20% in 1980.Defective structure of
3 2t




gentive paved the way for an indusirial sector that was heavily dependent

M mported inputs with very low value added. Congequently. the ecn

became progressively dependent on crude oil accounting for over 22% &f

GDP. 81% of Government tevenve and about 96% of the export earning at

the beginning of 1980s, ot quite long lhe economy maladjusted as it were

and characierized by distortion in i

relations Jimport oriented

national expenditure and production and a grossly over valued exchauge

rate, could not cope with a prolonged period of depression in oil prices
The oil price collapse in 1981 can thus be said 1o have compounded the
problems of an economy that had its flexibility and led to serious external

payments problems

Another cause of external debl problem was that some pro pect-tied loais

were contracted without consideration for, cconomic viability, T addition

.these were short term loans sourced mainly from foreign private markets

long gestation problems, By Y86 . shaet wed

fo execute projects of

B3% of the The

medium term loans constituted about total debt stock

above development resulted in the bundling of debl services thus

pounding the debt situation.
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.25 THE NATI_JRF. OF ECONOMIC GROWTH IN NIGERIA -

Kuzuet ( 1973) has defined » country s econumic prowth as * a long term

38 m capacity (o supply increasingly diverse economic gauds 1o fis °

population ,this Lrowing capacity based on advancing lechnology and the

Institulional and ideglogical adjustments that it demands.™ The production

off goods and services not possible without sustainable increase in

owth inherer

technological advancement. In fact 10 realized the potentig

in new technology, there is necd Lo make some imstittional, atitudinal and

ideological adjustments within the nations.

. However, the naturc of economic growth in Nigeria is aenciully poor: The

standard of living in Nigeria is a tiny tion of that inan industrialized

nation. Nigeria as we know i

among the developing countics of the warld -

comnonly characterized as the less developed countries (LDC), Writes tsed

1o speak of backward nations which naturally irvitated the people of thost

land sin which Nigeria is ane. To avoid offence, we use the expression

“developing nation or less developed countries” (LDC's). What is meant by

~ the termis?

] developing country is simply ene with real per capital incorme that is low.

" ative to the presant day per capital incomes of such nations as Cayada,

25



USA. Japan and Western Europe, Optimistically, a develaping county s

one regarded as being capable of substantial improvement in ily inoome

level

However the growth rate in Nigeria is very low because produetivity is low.

incomes are low and in tun low savings, This means low capital formation

and hence productivity becomes low.

Nigeria cannot afford 1o devole very large propartion ul its produ

capital goods, since it is hard to provide sustenance [or m imassive e

production. The problém is intensified by the population growth of Nigeria

as a result whatever saving and capital formulation dees occur is harely

sulficient to keep the capital and labour ratio [rom [alling. According to f
law of diminishing returns, this means that unless lhere is berter

technology, an increase in the quality of labour or improvemem in the

¢ Thus Nigeria is

quality er quantity of other inputs per worker will not 1

caught in a viscous cirele of poverly Being poor Nigeria has little ahility

or incentive (o save Jurthermore, low income means Jow level ofideumand

As a result, there are few available resourees, on onc hand and no strong ¥

incentive on the other hand for investinent in real or human capital, Iabour

- productivity is therefore low. And since output per persen is real mpume

26




;- Bt person, it follows that per capital income is low; thus resulting to a very
-

tow standard of living, which Is manifested quantitatively and qualitatively

i the form of low income (poverty), inadequate housing, poor health.

limited or no education, high date rate and infact mortality, low kit

expectancy and in many cases a general sense of malaise and helplessness

More also, there is inadequate income distribution in Nigeria, which
is to say that there is growing gap benween Lhe income of the rich and the
poor people within the country. The ;n‘nhicmﬁ between the rich and the
poor people in Nigeria will determine the degree of poverry. The mure

and services, the preater the

unequal the distribution of income. goods
incidence of poverty. Also, the lower the average income level, the greater
the incidence of poverty, thus this s an overview of the nature of Nigeria

economic growth.

2.6 CONDITIONS FOR RAPID ECONOMIC GROWTH ON

NIGERIA

Economic growth is defined in terms of an inurease in a natians

outpul of goods and services and measured by the gross domestic produst -

CHNIE e
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exchange rate tegime would attract the inflow of foreign capital and raise

- the overall level of invesiments.

For the pumpose of enhancing growth of the agricultural and

industrial sectors Jand raising productivity in the economy. an internal
technology evolution would be required. Adoption of imported teehnolouy
to suit local raw materials and preduction nceds and encouragement of Jocal

fabr

;ation of machinery and cquipment arc pre-reguisite. Increase in
agricultural out put would require introduction of  hybrid and improved

aton

variety of sceds and adaptation of less costly small
technologies to minimize the high dependence on rain — fed fanming, This
should be accompanied by harmonization of various research findings und *

eminating results to farmers and manulucturing units

d

Gireater efforts are required of the human resources in the process ol

technical progress. While educational facilities have improved genevally

over the years, labour productivity has been rather low in Nigeria and this.

arise mainly from inadequate technical skill and motivation of the work

force. There is need for mere attention to manpower development for the

doption of modern technology. Lurther more, welfare and incentives

30




» seheme should be worked out to enhance the moral, commitment and

iligence of workefs.

Supply of basic amenities is crucial for higher productivity wid

therefore, economic growth, However, the Facililics: elecirieity, water.

telephone and transportation mainly provided by government are currently
inadequate 1o meet the needs of enterprises. Moreover, erratic supply of
electricity and water as well as weak comununication link conleibute

enormously to the escalating costs of doing business in Nigerin especially

as business resort to private provision of the [acilities. Basic amenitics

would need to be rehabililated and expanded 1o reach muny consumers
while encouraging private seclor participation where appropriate shonld
enhance the efficiency of public utilities.

Transfer of foreign technology and investment capilal are esseatial

element of growih strategies, which is currently being competed [ur by

developing countries. For Nigeria to benefit from such technalogical

socio

transfer and capital inflow, there is need for a more conduciy

olitical enyvironment.




2.7  STRUCTURE OF NIGERIA’S EXTERNAL DEBT

Nigeria's external debt consists of In(. components, namely: debl

owed to Paris club, ereditors multilatera) financial institutions, non — Paris

elub bilateral promissory note holders and London club. The various
Components are explained below,
= PARIS CLUB DEBT: These are governmenl-lo-government credits -
and exports guaranteed by various credit agencies of the ereditor
countrics. :

LONDON CLUB DEBT

These are arrears of common bank debts

arising trom letters of credit and loans as at 31 Dec 1987

CRN PROMISSORY NOTES: These arc promissory notes issued by

the CBN benween 984 and 1988 to suppliers in respect ol verified
and reconciled private seclor frade debt arrcars tinanced under the

bills for collection and open decounts.

MUILTILATERAL DEBTS: These arc lgans owned to multilateral -

finance institutions .2 World Bank group. Alrican Development

Bank group and Buropean Investment Bank, ele, by federal and

state governments and theit agencies.

s M‘M N c |
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* NON — PARIS CLUB BILATERAL DERTS: These are dehis

owned by the government to countries, which arc not members of

the Paris club,

NIGERIA'S DEBT MANAGEMENT STRATEGIES

Uhis part attempts to highlight the debt management stratcgies

adopted so far by. government in it's elfort 1o address the externnl”debt
problem. Since the emergence of the problem in the early 1980s, Nigerla
has adopted the following strategies in the management of il's cxtemal °

debt: debt refinancing / rescheduling, debt buy — back, collateralization.

d

debt securitization and debl conversion. These straicgics are discuss
below.
A. REFINANCING: a refinancing arrangement involves the procarement

of & new loan by a debtor (o pay oIl existing debts. particularly short — term

trade debt. The new loan may be contracted from the same creditor or

© ew set of creditors as the case may be. The first refinancing arrangément

1983, followed by the agreement in Sep[ambe;‘ the

by Nigeria was in July

sume year. In both agreements, USE2 [b worth of tade arrears on*

confinmed Jetters credit were refinanced.



-+ RESCHEDULING: The rescheduling of debt invelves changing the +
aturity structure. The debt is usually spread over a longer peiod until it is

: finally liquidated. For example, in 1986, debt worth US$ 1.6b due ta the

London club and payable in 1987 was rescheduled to extend w 1996 with 4

dyear grace period.

C. DEBT BUY BACK AND COLLART FL{ALIZ.\I ION; The Tyu_\ back
R eenment implies the offcr of @ substantial discount to pay ofl an
existing debt. This type of arrangement was concluded on 21st January.
1992 when Nigeria bought 62% commercial debt due to the London cub at
60% discount. Collateralization simply refers Lo as the zero coupon option.
). DEBT CONVERSION: This was introduced lo complement other
strategies of debt management. ILis the exchange of monetary instrument
i.e. propissory 110'& for tangible assets or ather fnancial instruments.

However, the impact of the strategies on the diflerent companents of

external debis discussed below.

Debis: the economic difficultics facing the

A Management of Trade

in eatly 1980s constrained the nations ability to pay for it’s impurts

B

this led to accumulations of arrears of trade debts, Foreign creditors

and it begaing necessary to seek reliet by -

ed to open fiew Hncs of credit
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mancmg the trade arrears. This led to the refinancing aereentent to LIS

i’ib ouistanding as at I3lr July 1983.

Also, trade’ de3bis contracted through open accounts ad hills Imr

Gollection that were outstanding as at 315t Decembier 1983 were relfinanced

thraugh issuance of promissory notes Lo creditors hetwoen 1984 and 1988
According to the CBN Bullion. promissory noles with maturity period ol 22
years will be fully repaid in the year 2010 “The total value of the
promissory notes {ssued amounted 1o US$4.810 million.

B, Management of London Club DEBTS: arrears ol commercial bank debts L
which accumulated through the medium of credits after the [irst refinancing
exercise of 1983 and m‘nmrmion on medium and long — tern leans that fell
due up to Dcccn}bcr 31. 1987 constituted the London club debis, The

couniry had three negotiations with the club:

First is to refinance and restructurc the debts which the agreement

W November 1987, Under the agreement, a total sum ol i

wwas signed on 23

0 million was refinanced while US$3.000 million of medivm and

LS$2,80

lq;ug term compenents of debts was restryctured, The country was required

on per annum, The high debl serviee obligatian

epay LiS$ 1,345 milli

¢ it impossible for fhie country o meet iUs commilment and 30l
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The new agreement was signed on 22™ March 1989. It was designed

to provide the country with Further debt service relict and had the effeet ol

reducing payments to the club from US$1345 million under Lhe [987

agreement to US$711 million per annum. However, the high debt service as

provided under the 1989 agreement could not be absorbed by the cash fow
situation of the country.

it u

- [lence. in March 1950, the county approuched the ban

request for the entive debl service reduction. The agreement “was

suceessfully closed on January 1992, Afler protracted negotialions. -
Nigetia bought back 62% of the debt of 40% of the [aee value and issued

collateralized par bonds for the remaining 38%. Thus, the country was abie

to achieve a debt service reduction through the brandy plan. The country by

repaid the London club debts as only the annual interest

this agreement has

‘of 1155128 million remains which will mature by 2000 and the debts will

-~ be extinguished

Debts: -~ Government to government cedit

Management (_:f Paris Club

nd  export which were quarantined by various export credit agenctes.
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Constitlte the paing club  debts. So far, Nigeria has signed three

- rescheduling agreements with the club: December 1986, March 1990 and

January 1991 Under this agrecment debt service payinent which were due

within a period of 15 months were considered and rescheduled

D. Management of debrs owed to mutilated financial institutions = The

debis owed to multilateral financial institutions such as the world bank.
ADB, ECOWAS, fund and the international fund Tor Agricultural

Development accounted for about 15% of

Jigeria's external debt as 317 °
Dec, 1998,  The debls are non - rescheduled and as such Nigerig ls
continued to service them as and when due

E Management of Non — Paris club Debts — The debt owed o thiy crediors

have reduced considerably from Us § 2,875 million or 11% in 1986 to LisS

65,77 million or 0. 23% in 1998,

E. Debl conversion programimed ~The debt conversion programmed (DCP)

“was introduced in, July 1988 The main aim was 10 reduce the external debt

stack and heighten the debt service burden, encourage capital inflod

o London club debts and 10% Paris club; which ever

ded to cov

a5 well 45 non pairs club bilateral debls.
j a7




PROBLEMS AND PROSPECTS OF NIGERIA:;S EXTERNAL

DEBT MANGMENT

From

the piffle of Nigeria®s external deb, it can be seen that the Paris club

debl in the! most problematic. The relative share of the club’s debr (i the

total debt stock has virtually been increased from year 1o vear sinee

1983 'The strategies adopted for refinancing the private debited promissor:

noles and par bands have miniised the burden of servicing of servicing
these categories of external debts. Also multilateral debts being seniqr debis
cannot be rescheduled and Nigeria has been servicing them as and when
due.. Thus the pair club dobt component has become * a fin in the neck™ 10
the country.

PROBLEMS ;- *

a. Stringent Rescheduling Tams of the panic club : these has constitured u

major obstacle to the reduction of panes club. The pains club delis are the )

largest compenent of Nigeria's outs tending deht rescheduling has resulted

in increasing debt burden for the country. Also the short consolidation

ods given by the club make financial planning difficull

Tnaccurate Debt Data — the death of accurate date debts owed 1o exiermnal

.d,imrs complicates adequate planning for debt servicing. In order o
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RIF) on the MTEP. “This will enable the country to resume negoliation
With the Paris club for debi relier Some of the policy preseriptions for the

MIEP are already being implemented by government througl the media of

the country’s 1985, 1986, 1997, 1998 and 1999 budgets.

B. Manpower Development: it is necessary to enhiance the skills 1o statl in

charge of debt management functions in financial and debl management

techniques such as ledging, swaps and external debl aceounting amang

others

€. Improved Data Generation: there is need o ensure the accuracy and

reliability of external debt data. This is possible if the fevel af

computerization in the agencies involved in debt management is enhiznced. |
Already the Federal Ministry of Finance and the Central Bank of Nigeria

have cach installed the Common Wealth Secretariats Debl Recording and

Management bystIn (CSDRMS) It is hoped that the system will provide

avourate exiernal debt database. Also. privale debt data should be made

available to the authorities in charpe ol the country’s debt because: private

ldebts are part of the overall debt stock of a country.

Non — Debt Sources of Financing: there is need [op

Accessing

ent to access non — debr foreign resources for developmicsr

a1




PUIposes especially i 2
13 Pecially in the social sestor, however, where these are nat

readily avai it ’
y available, efforts should be made to oblain concessional loans. Also.

there sho I i
vl be need for the government to continue Lo ensurc that the

ma = ed . . 7
HACLo-econonlic environment is sound so that foreign direct investment

and foreign portfolio investment will ensure. that the country is @ net

beneficiary of foreigm capital flows. Already the Abubakar administration

has improved the operating environment with it's economic, financial and

political reforms and the su

ssful pelitical trausition programune,

€. Debt Conversion Programme: the DCP has been effective in redugci

country’s debt stock especially with respect 1o promissery notes and has
also facilitated investment in the private scclor. There is need for further
liberalization ol the p]égrnmmc through appropriate incentives in otder o

enhance its performance.

f Bffective Project Monitoring: many projects financed with cxternal loans

performed poorly because diversion arising mainly [rom poor project

‘monitoring. Consequentiy, servicing of the loan became a problen (o the

here is necd tor effective project monitoring in order to

government, T
X loans ebrained are prudently uwtilized. The ledens

ure that the

et has continued (0 suipport the project mMonitoring activ
a

i




the Nalion_m Pl

anning Commission and other agencies owards ensiring

that projects are implemented as planned

. Strin x| . . . :
& gent Lxternal Borrowing Guideline: there is need for FOVErTMEN [

provide borrowing guidelines that are sutficicntly stringont to prevent tac

acquisition of loans with unfavorable terms. The guidelines should also

prevent the acquisition of loans by federal and state agencics that have

either over borrowed or whase financial resources would not be adequate Lo~
meet repayment obligations,
2,10 SUGGESTED DEBT MANAGEMENT POLICIES

The smeléemc of the current international debt erisis in the early
1980s. has been accompanied by intense debate on finding solution to J!.
Many people have writlen and spoken on d::b[ management.

Falae O, (2001} argues that while Nigeria accepts responsibility for

i's external debi obligations, it shall enly honour thei within availuble

resources. [n this line, the couniry is making for renepotialions of it’s debt

service obligations such that yearly repayments will not deplete ler
s i

esourecs to such an extent that there is, liltle or nothing lefl 1o pursie

5. He alsa arguing thal all outstanding debts should e

lopment project

e ‘. smuch longer period of 30yrs with @ grace period of 14

sscheduled for ar - ADKSANTE

9 - i NIC
U1l




Also, he pointe, it
Pointed that inferest ratc on the debt should remaii constant

over the re: i 7 5 y
seheduling period. This s 1o prevent a situation in which rising

interest rates ’
&5 shoot up the. debt amount considerably, thereby making their

IEPAYINENT 4 great task,

In addition, he pointed that the debl should be denuminated in

dollars. This is 1o guard against a siluation where exchange rate fluctuation
between the dollar and other international currencics adversely allected the

debt amount,

Nevertheless. the best and mostdurable solution 1o the debt”

owth hut two sets of factors

problems lics in the revival of economy

militate against such prowth, First, limitations imposed by iwapprop
domestic policies and second, external faclors over which the couniry had

Little or no control,

In this contexi, debt owned (o privite creditors anointing 10 4.8

hillion dollars was rescheduled in January 1988 with repayments stretched

at an effeet invites rate of reluem of 5%,

over period of 22yre and

and 10an facility agreement were signed with the

WUchmg, refinancing:
987, liability fo meet the paymenl terts led 1o the

jon club. in Nov 1




reopening of iati Se :
pening of negotiations and the signing of & new set ol agreement in

‘March 1989,

Ow ’ :
whing to the huge amount of resources going out of the econ any

in fonn of debt servicing and repayment and the awarcness of. the
emergence since 1982 of the secondary market for [9an ¢laims on dehlar
countries with sizeable discounts and the desite Lo appropriale for the .

fational economy apart from the market discount on Nigeria's debt that the

government decides to establish a debt conversion programmed in July

1l reducing the

1988 to complement its debi management stralegy - it ain
externl debt stock and lightening the debt service burden and alse 1o

on of flight capital and

encourape capital inflows inducing  repatria

assisting in the recapitulation of private s
Njoku (1989), had this to say. “structural adjustment is incomipatible

ere Joss ol logal

with real growth” praduction of good and services ol

currency purchasing power, is ariificial growth for fortunate few and mere,

government. Therefore, * Lhese Gnancial

slave to the conseience of

I i st pay! y insist on the strict adherence to
tiative which retaln interest payments and insis 5
fa.nmam.e whi

o structural adjustment payment are fundamentally flawed .



associat] fith a o . Gl
ation with a common fund where 25 of their individual GDE, its had

Surrency af ¢ et .
£ Y at an agreed rate of exchange would be paid yearly over a |0 yuars

period for the creditors. As long as the payment is made. erch nation will

be free from debt obligations v pursne that growth of those in chanae ol
the economy which will ensure that it graws by nore than U'!!n‘ figure
annually to aveid conlractions.

In the opinion.of cheke (1990) . ™ the structural adjustment

el i not bad as it aimed at bringing about selt” reliance

programmed in it

and income looking attitude in an economy activities . What the generalily

of our people argued about and rightly So i3 that allowi the exchange -

fate of the naira to fall so low so long is not omly naira but most amount to

niludes of debt

economic suicide and this has compounded the may

As a means for soloing the debt erisis, there has been many calls

e econamy sceking debt reliel measure lrom our

from various quarters in th

“debt relief to deblors night even’

/ﬂﬂmmrq But according to Ojo (2008)

5 night cut them off [rom fulure borrowing from the

| them more since thi!

cial market which will hinder their economic prospects™

ADESA.
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President Obasanio (1990) called for debt repudiation . Fhis was a8

estilt of the huge amount of our foreign exchange being devaied to debl.

Servicing couple with the fact that most of forelgn exchange rationing: In

support of this, Obasanjo further noted thal “with the present burden, Lhe

nation would find it impossible 1o bring the ziling economy out” of the

wood”,




CHAPTER THREL

RESEARCH DESIGN AND METHODOLOGY
3.1

RESEARCH DESIGN

According to Oze .U, Odo P.O. ¢t al (2000), to design in language ;
ofvesearch project means to plan o wn approach the researcher hay agreed

le use in solving the research problem. This plau is essential in mquh'iti:‘

into the external debt of Nigeria and its impact in the economy. level u[‘
money supply and employment. B

The researcher outlines the methed used in collecting and analyZing
data and how these methods has led w appropriate solution of the .'\N.‘m\.'h.
guestions and test of hypotheses forinula. This work way designed ina way
that would ensure thal the researcher obtains data vividly, actually,
abjectively and ceonomically as possible to government and member of the
public.
32 RESEARCH METHODOLOGY

“This refers to the methads of eollecting data and this chaprer has its

{iain aim to show (e procedures for the collection and analysis of data for =

earch worle, Thus, +he sources of data for the work are;

Source:



‘This refers to direct data obtained for this research work mainly
 Hhrough Interview and Ciuaslimmaires. Though this s little usc to the +
tesearcher because (he same respondents who could have beein [n!erviurwm
OF given questionnaires have completed materials, facts and figurcs \viﬂchl
constituted the secondary data to the researcher.
Secondary Data;

These are data, which are [rom 4n intensive of past data relating to
the study. It refers to already processed data published or regorded for
future use or for proper documentation. A pool of materials were collected

rcher from which his own peesenal view and

and synth: cd by the re:

interpretation was brought into the work. These materiats were mainly:

b. CBN Bullions

Eeonomic and Financial Reviews

d, Annual Reports and Statement of Accounts

& Annual Time Series data on Grross Domestic Products of Evonomic

pewih and External Debt in Nigeria.

fational Dailics and Magazines

) e
blicalions of Federal Office of Stalistics Lamar ‘gﬁ%‘f-‘. :
i 43 : ﬁahﬂ- e | i

e

winuad¥
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OF given questionnaires have completed materials, facts and figurcs \viﬂchl
constituted the secondary data to the researcher.
Secondary Data;

These are data, which are [rom 4n intensive of past data relating to
the study. It refers to already processed data published or regorded for
future use or for proper documentation. A pool of materials were collected

rcher from which his own peesenal view and

and synth: cd by the re:
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AREAS OF STUDY
The study can-ic;.lcui on Nigeria cxternal debt and economnis growth 0
15 from 2003 - 2013. Nigeria happened to fall in West Aftican :m\linei.u,
which comprises of many countries with diffcrent eeononic, political zmd‘
social ways of life, Despite the complex ecénamic, political and social
ways of life of Nigerians, some nations in the continent sec Nigeria as a
nation to look upon

The genesis of Nigeria®s debl starled as far baclo as 1985 bul the
nation did not undergo much borrowing from extemal sources dus o the
emergeney of oil boom till the oil glut
34  LOCATION OF DATA

The dalz that constitutes the secondary sourees of dula wert ob‘mmm,
fiom several libraries. Prominent among them are: :
1 @entral Bank of Nigeria, Enugu b anch library, Okpara Avenue Enugu
2 Instityte of Management and 1 echnelogy (IMT) library, campus 11
{hdependence Layout Enugu.
The Ogun State University {O0L) library, peninanent site Ago-Iwoye
State liprary liebu-igbo

al Office of Statisties library. Federal Secretatial <

50




DESCRIPTION OF POPULATION

This i v i
5 the nuniber of people lving ind restricted arca of afotal
aumber of & 2 ; ! ion for thi

f people in a given arca. The entire population for thiswork wis

relatively large, so random sampling was employed [or the ititerview of

both workers and non-workers in the country on the external debt erisis

3.6 SAMPLE S1ZE

In order to get a representative of {he whale population for this
study. the Taro ‘:’unmiu‘ formula for sample size was adopted.
According o Taro Yamain [1964.208) =

n=N

I+n fe]:

where n = sample size

N = population

& = margin of errer

1 = constant

for the purpese of this study, N = 500, 2=5%

thereforc n = =N

175 i8]



=300

1+ 500(0,0025)

-~ 2
Not all the respondents filled and retumed the questiounaire, [n total, 220

copies of the questionnaire were collected [or analysis. Since it could not

cover a large proportion of the population, data was alsa obtained from oral

interview
3.7 INSTRUMENT OF DATA COLLECTION

T collection of data for this research work, the instruments, which

{he rescarcher used for it. arc interview, questionnaires and [ibrary
researcher.

38 METHOD OF DATA PRESENTATION |

arch work, the main methods adopted for presenting dala

Tn this resé:

are;

&, Table or Tabilar Method




I compri e g
prises of a systematic arrangements of the facts and Hgures

collested in series of boxes which is in rows and columns.

* b. Graph Mcthed _

This is presenting the facis and figares in diagrams and charts [orms

to make il readily and understandable 1o the reader

3.9 TECHNIQUES OF DATA ANALYSIS
Chi - square and Test of correlation are the Lwo technigues adepted ©

for the analysis ol data in this worl,
Chi- square = =

WHERE O =Observed frequency
E = Expeeted freguency
X? = Chi square

Y= Summation

\ Test of correlation ==

b Ny

xRyl (Y- Y




R = coefficient of corelation

X = variable x (Independent)

Y = Variable y {dependent)

Z = Summation

N = number of variables




CHAPTER FOUR
DATA PRE
RESENTATIOM ANALYSIS AND INTERPRETATION
+1  PRESENTATION OF DATA FOR HYDOTHESIS ONE

Hypothesis one is tryi " ) 7
e 5 oneis Irying to prove whether there is any significant impact

between external debt and GIP of ceonomic groveth, The data needed are:-
TABLE 1

. External Debt in Nigeria outstanding from 2002 —2013 (M- Million}

¥ears | Multrateral | Paris Club  [London | Promissory | Others Total-debl

|
Club note

89,273+ 324.729.9 41.890.6 6414400

453038 | 694

81,4563

570566 | 4002126 | 449900 | 700691 w0 |

T [44945.0 | 692560 |

97,0420
T 47,0800

3126.261 145 ¢




| 1419400 19055280 | T503800 | 12608 [Semn 19960

1
Source (a)  ©BN Annual Ieport and stalement of Accoutt 3016
(b} Annual Abstract of statistics from federal office of siatistics
(Various Edition ).
TABLE 2

Data on external debt and growth rate of pross domestic producl al 2003 {2

Million).

ﬁ 8 1GDPAI 1984 FACTOR COST CCTHIRNAL DER T
e |7 E—— Y
2004 | 100.
N

2006 |




(a) l“‘Etl ul office of statistics Annual Abstract,

(b) CBN Statistical Bulletin
() CBN Annual report ol slilement of Account.
42 TEST OF HYPOTHESIS ONE .
For the purpose of this test, the null and alternative hypothesis are
Ho: External debt has no significant impact on GDP ol the econemic
growth in Nigeria.
Hi: External debt has significant impacl on GDP of the economic proswth in-

Nigeria.

The correlation coefticient needed for the test statistics is L‘dh}lilﬂ[ed.bu]m\

i X erme cht aid <Y gross domestic praduct at
with <X representing external Debl an g I

: 2003 tactor cost.




TR e

| 29626239 [oare e | sa0isD

 [#RIETe 10000 | 6351000 |

0 |[42094148 | 10201

2006 3 51394561 1071225

2007 7. 38105929 11,4900 |6

[ 2008 104 [35500681 |12.18816 |65

[2009 133 0068000 | 12,769 7

010

iop = NEXY -ZXEY o
Cocfficient of correlation ™ NEXY -2 :
(E NI - )

NEX




1
2,125,758.58
17.843.6
12245
42,830,269.56

137.478.27

= 11(2,125.758.58) - (17.843.6) (1.224.5)

(11(42.830.269.56} ~(17.843.6)1) (11(137.478.27) - (1.224.5) B

= 23,383,344 38 — 21,849,488.2

A471,132.965.2 ~ 3138 394,061 (1,512,266.97 — 1,499,400.23

= 1,533.850.18

{152.738,904.2) (12,866.72)

- Ls3n8s6lE |

401,873,287 = 109414752

58




ERERETATION OF FINDINGS [N HYPOTHESIS ONE

e test perfor i -
Th performed in hypothesis one has been that there is @ perlect

elationship between the two variables, Thus external debt has significant
impact on the GDP of eeonomic growth in Nigeria,

DECISION Accept Hi and reject Ho

TABLE 4 TEST OF LIYPOTHESIS

Money supply in Nigerin from 2003 — 2013 (N MILLION)

YEARS | CURRENC | DOMAND | MONEY QUARST | MONHY |
Y DEPOSIT | SUPPLY | MONEY (C} | SUBPLY (i
OUTSIDE (ML) (B} : (o
BANK (A) |
[39.21
Te00083 | 118 797358 | 1984992

B T

3187634

3703333

| 1611084 [420 i
FEoeesn | 1319048 , : .




3083484 .03

4000515 | 13158692

SOURCE  (A) CBN Annual report and statement ol aceonnt 2016,

{B) CBN Statistics Bulletin ¥ol 13 Dec 20H6.

NOTE

A = Currency outside banls is defined as curr i cireulalion less

vault cash in commercial and merchant banks

= Money supply (M) is defined as currency oulside banks plus

privately held demand deposit with cemmercial banks and central

bank.

ith

(QM) is defined as sayings and time dcp\\\‘..?

= (Quasi poney
abilities of merchant banks.

commercial banks plus tolal deposit li

- Money supply (M2) is composed of M1 and Quasi money a

defined above.




RESENTATION OF DATA FOR HYPOTHESIS TWO

o e
il ‘ : |129,1—r'b\262.42 T

2004 35 B B AT

2005 ‘ & |2668 ‘429.941.44
{2006 6 |3 88 | 51399561 101.63344 7]L

[381059.20 ‘1' oo (22888609

79 335.00681 | 184.642.09
. +1‘)I.Slﬁ47

[5a02 | 400.689.00

FI207529 | 489,580.09

g | 10.088,581.69

Tv




=11

IX =17.843.6

By —7ssis

¥x

= 42,830,269 56

TV =25.132440.52

EXY = 21,236,676.42

¢ r=11(21.236,676.42) - (17.843.6) (7.

3.8)

11(42,830,269.56) — (17,843.6)% (11(25.132.440.52)-(7,853.8)"

o 233.,603,440.6 — 140.140.065.7

/471,132,965.2 - 318.394.061) (270,45

= 934633749

R4S T - 61,682,174 4y |

5 93.463,374.9
I

/(152 738.904.2) (214.774,671.3) 3.2880444

—93,463.374.9

A63.575.7

181,119.982.2

=0.5160=1



INTERPR]
I PRETATION oF FINDINGS IN HYPOTHESIS

From the test of b il S
ypothesis, there exist & relationship between extermal

borrowing and A
5 the level of money supply. So external borrowing hay

significant impact on level of money supply in the economy.

DECISION  reject HO.

PRESENTATION OF DATA FOR HYPOTHESIS THREE

A total of two hundred and twenty two questionnaire were distributed in the
cause of carrying out the research work and two hundred and twenty were
returned (about Y9%). The distribution werc thus -

Female \\m-kms' -122 (120 returned )

Male workers-100 (100 returned)

) out of two hundred and twenty two questionnaire oF (1%

However, two (2
were nol returned due to time constraint. The mmlj'srw of data is done in two

the response were tabulated and converled into percentage { frequency”
ways the res

of occurrence). ‘
& {he discrepancy existing betsveen
isti . . is used lo medsuLe

Statistically, this 18

bserved and expected frequency.




Observed freq
JUETCY. wer -
i € derived from the tesponse gotten from the

questionnaire distri hi
buted while expected frequency weee lrom the folal

number of questionnaire distributed
4.3 INTERPRETATION AND ANALYSIS OF DATA

% | UNDLCIDED [% | TOTAL [TO"

|
|

E s
25 L”% iwo 6% |5

The analysis of the table indicates that onc Tundred and trenty (190 o

s were of the opinion that the level of cxternal debt bas significant *
Yo ¥ @ h Ik a

itnpact on employment Jevel.

Conversely, 25 or 11% wei¢ of the view that the level of external debt not
have any impact on employpient while § or 3% were undecided on the

I Issue.

est of hypothesis 111
/ ignificant impact o’

synal debt does not have any sigil

“The Jevel of externd

employment.




3 Hi.  The level of eXternal
R x2S 0-vyp
¥

debi hay significant impact on employinent.

=0 = Observed frequency
2= Expected
X2= Summation

TABLE 6

" ; 3-Z (G

= [ 19

wele

=

Degrec of freedom ={R - 1) (C~1)

.
5

=(3- e2-b
=21 =2
ton)y= r 3%
wvel of significance (Assumption) 0.05 or 3
gleulated = 14492

ritical from table =5.991 & i .

AARAHAM ADBIAN
PGLYTRCHMIC
LS U-IBbe i

3 2o
\\uu"‘;[




| COMPARE THE TWO vaLypg

Critical =5.991
Calculated — 144,97
Caleulated =X’ critical
144.92 = 5991
DECISION
Reject Ho and Accept Hi.
= Since caloulated value of X? is greater than eritical valic; it
means that level of external debt ]m;‘ signiﬂcnq‘ impact on -«

employment

Rejection




CHAPTER rrve
SUMMA

\ RY OF FIND[NGS, RECOMMENDATION AND
" CONCLUSION ‘

3.1 SUMMARY oF FINDINGS
I8 summarizing the research work, it i« fecessary 1o state onee again the

theme of the study. which is external debt and economic gr

owth in Nii

Hhe general objecrive of this study was 10 assess the problems of external

debt and their impact on economic prowth, money supply and cmployment

in Nigeria for the period of 2003 ~2013 to achieve this of

e, the study

sxamined the impacts of external borrowing on the gross domcstic product
f economic growth, level of money supply and employment in Nigeria for

e analysis, relevant ‘secondary time servives data were collected from -

table sources. -

main findings of the research arc highly lighted and summarized

W=
The external borrowing or debl has significant effect on gross |
(3 o ; ;

domestic product of economi grawth ‘

ificantly impact on Lhe level of l
The exte '

ot

\w

janan¥

rmal debt also hag sign




the leve]
of -
SHiemal debt pas Impact o employment

4. ihat cerg .
it factors hinders debl servicing capacity of Migeria
such ag domestic Huancing policics, debt manageinent polieics, !
the external SEONOMIC environment ete,
3 That t}re burden of Nigeria's extemal debis is more than the 1
Country can hear,
6.

That the state of teonomic growth in Nigeria iy hampered

because of the debt crisis
52 RECOMMENDATION

Haying been entrapped by the percent worsening debl pavment prablen.

sses ilselt 1o

what else can Nigeria do? The remainder of this chapter addn

s extemal debt js”

this question. The problem facing Nig

concerned is on how to stop incurring more debts, hew to servive the

existing debi without causing distributions in (he coonomy.

clive. permanent and eosiless soluton (o Nigeriy'y « %

Now the most ecff
sxternal debi problem is debtl cancellations, In this case, Nigeria can show vl
b iti i ¢ and salicit for debt
i - nposition ©f Our eCONOY an

ereditors the truc P
. is i i pelieved that some of our wedilors
ion. If this is done, 1t is .
itofs iendly governmients may be hamane i
i ditots or friendls :

the bilateral cre - |
) £8 &




In addition, d :
; debt Management shoglq be parl of macro economic

olices of the i AR |
p hation. The AN ficed not iy until there is a debt crisis A

belore embarking o debi Manggement, rae

* debt management should be

part of the economic polices of the natjgh in day 1o day wetivities. On 2
€0nlinuous busis, Nigeria muys determine the amount she would b
Which should be related 10 the ecanomy’s absorptive capacity [or foreign
€apital and ability to service the debt without experiencing exte
payment problem.

Short term external borrowing cspecially rade debl should be

discouraged while more emphasis should be placed on borrowing from

" official sources with long period of maturity, very low interest wiited eltter
10 the donor country’s export or specilic project in Nigeria
d not be development into obyiousiy

Furthermore, these loans shoul

b ive proj they should be used for
i rojec d unproductive projec r
andiose projects  an

tive purposes.




CONCLUSION

From the resulrg,

1 was discovered i extrnal debt lias significantly

= Impact on the economig Browth of Nigaria, employment and meney supply

for the period Covered. Therefgre Bovernment is advices o stri y adlicre ™

or embark on the recommendation o g5 10 help reduce debt burden i

future. This will help to Improve the pace of development in the ceonomy

hence rising the standard of living of the enfire citizens,
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