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ABSTRACT

This study identified and exa m ned the linkages, if any, bet ween external debt and
N geria’s foreign policy from 1999 to 2017. It also examned the politics that surrounded
external delt relief and established the extent that external debt burden and delt servicing had
i npacted onthe content and direction of N geria’s forei gn policy duringthe period It further
ascertained the level of success, or aherwse, of the various nechanisns adoptedtotacke
N geria’s external debt crisis inthe period under review These were wth a vie wto enhancing

understandi ng of the nexus bet ween external debt and N geria’s foreign policy.

The study adopted the descriptive research desi gn and dependency theory inexplaining
the connection bet ween external debt and N geria’s foreign policy. Furthermore, pri nary and
secondary data were used inthe study. The pri nary data were sourced through in-depth
interviews from12 respondents. The study areas included the Ministry of Foreign Afairs, Dehbt
Management Gfice and the Gentral Bank of Ngeria al locatedin Abuja Descriptive anal ysis

was uilisedto anal yse the data cdlected

The results established a clear linkage bet ween external debt and N geria’s forei gn policy
by show ng howindebtedness weakened the country’s capacityto forcefully pursue national
interests and prgect influence inthe international arena. Secondly, the results reveal ed that the
delt relief and Paris QGub debt exit were highly politidsed as Ngeria was accorded unequal
treat ment in conparisonwth aher courtries wth si mlar debt sustai nability paraneters and per
capitaincone level. However, the study reveal ed that N geria’s foreign policy dd nat change in

content wthinthe period under review (1999 to 2017) despitethe country’s external debt
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profile Rather, there were slight changes inthe style of i nple nentation of external relations
withthe outside world Fnally, the results reveal ed that the various external debt nanage nent
strategies that were enployedinthe period under reMmewd d nat produce the required effect of
puttingthe Ngeria external debt profileincheck as her delt profile continuedto wtness a

steady i ncrease.

The study concl uded that the nexus bet ween external debt and forei gn palicy had no

consi derabl e changes inthe substance and contents of the N geria’s forei gn pdicy.
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CHAPTER ONE
I NTRODUCTI ON

11 Backgroundtothe Sudy

The foreign policy of any nation is said to be the objectives that direct the
actiuties and relaionships with other states inthe international environment. Andit is
al vays deter mned by the donestic palicy of such a country, especiallythe interests of
the conpeting groups that contrd the machinery of the state (Ebegbule m 2004). To put
differently, howcountries seethe world their positioninit andtheir reactionstoissuesin
the international arena is highly dependent on factors ranging from economny to

geography, history and leadershi p quality ( Nwakan na, 2004).

Paranount anong these factors is the econony, as it deter mnes, to a large extert a country’s
abilityto exercise political, diplonatic and militaryinfluence worldwde. Itistothis end many
countries are referred to as devel oped, developing or underdevel oped This argumnent that a
sound econony isthe bedrockfor a vibrant foreign policyis unarguablyinline with Karl Mrx
assertionthat economc systemconstitutes the foundationi.e, the substructure of society ( Karl
Marx, 1970). In nost instances, forei gn policy decision- nakers are i nfl uenced by t he a mount of
economcresources their countries coul d boast of intheinternational environnent. Accordingto

Gsoba,

“The economc structure of any political systemis an i nportant
factor inthe processes and behavi oural patternbothinthe domnestic
and international environment” (1980: 208).

Itis a usual practicethat countries, facing paucity of economc opportunities, i nclud ng fi nance
will ennbark on external borrow ng, tosupport domestic needs. (Pattilloet al, 2002, Safdari and
Mehrizi, 2011, Monogbe, 2016). The i npact of such borrowng are, inturninfluence by ter ng
and conditions attached to them
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N geria’s debt is of t wo types, external and donestic debts. The debt that is
basically owed to external creditorsis known as external debt. These external creditars
arefurther dividedintomultilateral agencies and bilateral sources. The mgjor multilateral
bodies, for instance, are the Africa Devel opnent Bank, the World Bank andthe | MF, or
the Islamc Developnent Bank while the bilateral sources include the Japanese Ad
Agencies, the French Developnent Bank or the China Exi m Bank For the nost part,
external loans are typically utilized to supple nent the deficit budget in order to boost
donestic expenditures. N geria’s quest for foreign borrow ng can be tracedtothe early
1960s, when African countries, onthe attainnent of i ndependence, hadt o approach I M-
and the World Bank for devel oprrent assistance. Routinely, since then successive the
N gerian governmnents have devel oped what seens to be an insatiable quest for nore
external loans until the md — 1980s when repaynent suddenly became a problem
Situation like this is commonly known as the “debt crisis™; a situation of irredee nable
indebtedness in which heavilyindebted courtries find it difficut, or i mpossile to pay
the principal on debtsthey owe. The basic objective of thisstudyis onthe nexus bet ween
N geria’s external debt and foreign policy.

N geria’s desire for external borrow ngincreased inthe 1970s whent he desire for
devel oprent grewto an unprecederted level. Between 19791980, N geria wtnessed a
glut inthe oil nmarket whichsubsequentlyraisedthe country’s forei gn exchange earni ngs.
However, ail export incone reduced dranatically by over 50 percent wthinthe early
1980s from US$24.9 billionto US$11 9 hillion and then by half in 1986 tothe sum of
US$6.4 billion The thought that the decline would be for a short period of tine
motivatedt he governnent to engage i n massive borrow ngfromt he I nternational Capital
Market to neet all kinds of devel opnental projects. As aresult, N geria’s external debt
profile increased at a faster rate from $9.0 hillion in 1980 to $25.6 billion and $35. 95
billion in 1986 and 2005 respectively, as succeeding regi nes and admnistrations
engagedinspurious external borrow ngs (Federal M nistry of H nance, 1996). Faced with
suchsituation alarger percentage of t he nation Gross Do nrestic Product (GDP) was used
toservicing of these debts wth only a fraction left to neet other devel opnental needs.
This is the beginning of what is popularly referred to as “evergreen loans,” in the
indebted countries. This situation nmade the debtor countries to seek for more external
funding to provide for the basic de mands of their people t hereby entrappi ng the meven
futher. In 1999, the Cbasanjo admnistration solicted for debt pardon, due tothe fact
that over $3 hillion was annually utilised to service these debt. The relief initiative
becane successfu when on June 29, 2005, the Paris A ub andthe N gerian governnent
agreed on an US$18 billion debt relief package in exchange for $12 hillionin pay ment
(Iveala, 2005, Onwuamaeze, 2012). After the debt relief, the nation’s over-all external
delt stock dropped dranmsticallytoatata of US$3 5hillion Surprisingly, N geriais back
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tothelender for anat her round of borrowng Currently, the nation over-all external deht,
as of 30th June, 2017, has dranaticallyrisento $15 05 hillion (\Vanguard Sept. 20, 2017).

3

Countries that foundthensel ves i nforei gn i ndebtedness do have sone common
synptons; not the least that the representatives of the creditor institutions beginto play
more activeroleintheir financial instituions such asthe Central Bank andthe Mnistry
of Hnance, wththe ai mto ensurethat resources of such countries are well utilised for
servcingthe external loans. This nade Aay to posit that,
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