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ABSTRACT 

Thi s st udy i dentified and exa mi ned t he li nkages, if any, bet ween external debt and 

Ni geria’s forei gn policy from 1999 t o 2017. It also exa mi ned t he politics t hat surrounded 

ext ernal debt relief and established t he ext ent that ext ernal debt burden and debt servi ci ng had 

i mpact ed on t he cont ent and directi on of Ni geria’s forei gn policy duri ng t he peri od. It furt her 

ascertai ned t he level of success, or ot her wi se, of the vari ous mechanis ms adopt ed t o tackl e 

Ni geria’s ext ernal debt crisis in t he peri od under revi ew. These were wit h a vi ew t o enhanci ng 

understandi ng of t he nexus bet ween ext ernal debt and Ni geria’s forei gn policy.  

 The st udy adopt ed t he descri ptive research desi gn and dependency t heory in expl ai ni ng 

the connecti on bet ween ext ernal debt and Ni geria’s forei gn policy. Furt hermor e, pri mar y and 

secondary dat a were used i n t he st udy. The pri mary dat a were sourced t hrough i n-dept h 

intervi ews from 12 respondents. The st udy areas incl uded t he Mi nistry of Forei gn Affairs, Debt 

Ma nage ment Office and the Central Bank of Ni geria, all locat ed i n Abuj a. Descri pti ve anal ysis 

was utilised t o anal yse the dat a collect ed.  

The results established a cl ear linkage bet ween external debt and Ni geria’s forei gn policy 

by showi ng how i ndebt edness weakened t he country’s capacit y t o forcefully pursue nati onal 

interests and proj ect infl uence i n t he internati onal arena. Secondl y, the results reveal ed t hat t he 

debt relief and Paris Cl ub debt exit were hi ghl y politicised, as Ni geria was accorded unequal 

treat ment i n comparison wi t h ot her countries wit h si milar debt sustai nability para met ers and per 

capita i ncome level. However, the st udy reveal ed that Ni geria’s forei gn policy di d not change i n 

cont ent wit hi n the peri od under revi ew (1999 t o 2017) despite t he country’s ext ernal debt 
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pr ofile. Rat her, there were sli ght changes in t he styl e of i mpl e ment ati on of ext ernal relati ons 

wi t h t he outsi de worl d. Finall y, the results reveal ed t hat t he vari ous ext ernal debt manage ment 

strategi es t hat were e mpl oyed i n t he peri od under revi ew di d not produce the required effect of 

putti ng t he Ni geria ext ernal debt profile i n check, as her debt profile conti nued t o wit ness a 

steady i ncrease.  

The st udy concl uded t hat the nexus bet ween external debt and forei gn policy had no 

consi derable changes in the subst ance and cont ents of t he Ni geria’s forei gn policy.  
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CHAPTER ONE 

I NTRODUCTI ON  

1. 1  Background to the St udy  

The f orei gn policy of  any nati on i s  sai d t o be t he obj ecti ves  t hat  direct  t he 

acti vities  and rel ati onships  wit h ot her  st ates  i n t he i nt ernati onal  environment.  And it  i s 

al ways  det er mi ned by t he do mestic policy of  such a  country,  especi all y the i nt erests  of 

the co mpeti ng gr oups  t hat  control  t he machi nery of  t he st at e ( Ebegbul e m,  2004).  To put 

differentl y,  how countries  see t he worl d,  t heir  position i n it  and t heir  reacti ons  t o i ssues  i n 

the i nt ernati onal  arena i s  hi ghl y dependent  on fact ors  rangi ng from econo my t o 

geography, hist ory and leadershi p qualit y ( Nwakan ma, 2004).  

Para mount  a mong t hese fact ors  is  t he econo my,  as  it  det er mi nes,  t o a  l arge ext ent  a country’s 

abilit y t o exercise political,  di pl omatic and military i nfl uence worl dwi de.  It  i s  t o t his  end many 

countries  are referred t o as  devel oped,  devel oping or  underdevel oped.  Thi s  argument  t hat  a 

sound econo my i s  t he bed r ock f or  a vi brant  foreign policy i s  unarguabl y in li ne wi t h Karl  Mar x 

asserti on t hat  econo mi c syste m constit utes  t he f oundati on i. e.,  t he substruct ure of  soci et y ( Karl 

Mar x,  1970).  In most  i nstances,  forei gn policy decisi on- makers  are i nfl uenced by t he a mount  of 

econo mi c resources  t heir countries  coul d boast  of  in t he i nt ernati onal  environ ment.  Accor di ng t o 

Os oba,  

“The econo mi c struct ure of  any political  syst em i s  an i mport ant 

fact or  i n t he pr ocesses  and behavi oural  pattern both i n t he do mesti c 

and i nternati onal environment ” (1980: 208).  

It  i s  a usual  practice t hat countries,  faci ng paucity of  econo mi c opport unities,  i ncl udi ng fi nance 

wi ll  e mbar k on ext ernal  borrowi ng,  t o support  domestic needs.  ( Pattillo et  al,  2002;  Saf dari  and 

Me hri zi,  2011;  Monogbe,  2016).  The i mpact  of  such borrowi ng are,  i n t urn i nfl uence by t er ms 

and conditi ons attached to t he m.  
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Ni geria’s  debt  i s  of  t wo t ypes,  ext ernal  and do mestic debts.  The debt  t hat  i s 

basi call y owed t o ext ernal  credit ors  i s  known as  ext ernal  debt.  These external  credit ors 

are f urt her  di vi ded i nt o multilateral  agenci es  and bil ateral  sources.  The maj or  multilateral 

bodi es,  for  i nstance,  are the Africa Devel opment  Bank,  t he Worl d Bank and t he I MF,  or 

the Isla mi c Devel opment  Bank whil e t he bilateral  sources  i ncl ude t he Japanese Ai d 

Agenci es,  t he French Devel opment  Bank or  t he Chi na Exi m Bank.  For t he most  part, 

ext ernal  l oans  are t ypi cally utilized t o suppl e ment  t he defi cit  budget  i n or der  t o boost 

do mestic expendit ures.  Ni geria’s  quest  for  f oreign borrowi ng can be traced t o t he earl y 

1960s,  when Afri can countries,  on t he attai nment  of  i ndependence,  had t o appr oach I MF 

and t he Worl d Bank f or devel opment  assistance. Routi nel y,  si nce t hen,  successi ve t he 

Ni gerian governments  have devel oped what  seems  t o be an i nsatiabl e quest  f or  mor e 

ext ernal  l oans  until  t he mi d – 1980s  when repay ment  suddenl y became  a  pr obl e m. 

Sit uati on li ke t his  i s  commonl y known as  t he “debt  crisis”;  a sit uati on of  irredee mabl e 

indebt edness  i n whi ch heavil y i ndebt ed countries  fi nd it  difficult,  or  i mpossi bl e,  t o pay 

the pri nci pal  on debts  t hey owe.  The basi c obj ective of  t his  st udy i s  on t he nexus  bet ween 

Ni geria’s ext ernal debt and forei gn policy.  

Ni geria’s  desire f or  ext ernal  borrowi ng i ncreased in t he 1970s  when t he desire f or 

devel opment  gre w t o an unprecedent ed l evel.  Bet ween 1979/ 1980,  Ni geria wit nessed a 

gl ut  i n t he oil  mar ket  whi ch subsequentl y raised t he country’s  f orei gn exchange earni ngs. 

Ho wever,  oil  export  i nco me  reduced dra matically by over  50 percent  wi thi n t he earl y 

1980s  from US$24. 9 billion t o US$11. 9 billi on and t hen by half  i n 1986 t o t he su m of 

US$6. 4 billion.  The t hought  t hat  t he decli ne woul d be f or  a  short  peri od of  ti me 

moti vat ed t he government  t o engage i n massi ve borrowi ng from t he I nt ernati onal  Capit al 

Mar ket  t o meet  all  ki nds of  devel opment al  pr oj ects.  As  a  result,  Ni geria’s ext ernal  debt 

pr ofile i ncreased at  a  faster  rat e from $9. 0 billion i n 1980 t o $25. 6 billion and $35. 95 

billi on i n 1986 and 2005 respecti vel y,  as  succeedi ng regi mes  and ad mi nistrati ons 

engaged i n spuri ous  ext ernal  borrowi ngs  ( Federal  Mi ni stry of  Fi nance,  1996).  Faced wit h 

such sit uati on,  a l arger  percent age of  t he nati on Gross  Do mestic Pr oduct  (GDP)  was  used 

to servi ci ng of  t hese debts wit h onl y a fracti on l eft  t o meet  ot her  devel op ment al  needs. 

Thi s  i s  t he begi nni ng of  what  i s  popul arl y referred t o as  “evergreen loans, ” i n t he 

indebt ed countries.  This sit uati on made t he debtor  countries  t o seek f or  mor e ext ernal 

fundi ng t o pr ovi de f or  the basi c de mands  of  t heir  peopl e t hereby entrappi ng t he m even 

furt her.  In 1999,  t he Obasanj o ad mi nistrati on solicited f or  debt  par don,  due t o t he fact 

that  over  $3 billi on was annuall y utilised t o servi ce t hese debt.  The  r elief  i nitiati ve 

beca me  successful  when on June 29,  2005,  t he Paris  Cl ub and t he Ni gerian gover nment 

agreed on an US$18 billion debt  relief  package in exchange f or  $12 billion i n pay ment 

(I weal a,  2005,  On wua maeze,  2012).  Aft er  t he debt  relief,  t he nati on’s  over-all  ext ernal 

debt  st ock dr opped dra matically t o a t ot al  of  US$3. 5 billi on.  Sur prisi ngl y,  Ni geri a i s  back 
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to t he l ender  f or  anot her  round of  borrowi ng.   Currentl y,  t he nati on over-all ext ernal  debt, 

as of 30t h June, 2017, has dra maticall y risen t o $15. 05 billion ( Vanguard Sept. 20, 2017).  

 Countries  t hat  found t hemsel ves  i n f orei gn i ndebtedness  do have so me  common 

sympt oms;  not  t he l east  that  t he represent ati ves  of  t he credit or  i nstit utions begi n t o pl ay 

mor e acti ve r ol e i n t heir  fi nancial  i nstit utions  such as  t he Central  Bank and t he Mi ni stry 

of  Fi nance,  wit h t he ai m t o ensure t hat  resources of  such countries  are well  utilised  f or 

servi ci ng t he ext ernal l oans. This made Aj ayi t o posit that,  
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