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Budget wrangling stalls fiscal stimulus  

Nigeria is struggling to pass the 2016 budget. The budget has caused a lot of 
wrangling and finger pointing between law makers, the bureaucracy and the 
presidency. The fiscal stimulus that everyone is waiting for is no where to be 
found. The general view from both sides of the political spectrum has been that 
the budget is froth with errors. To finance the budget when it eventually passes 
the government will have to borrow money from the same institutions that has 
been asking government to relax exchange rate policy and allow the economy to 
organically grow. So the government has gone borrowing from China complete 
with a swap between the Central Bank of Nigeria, the CBN, and China’s largest 
bank, the Industrial and Commercial Bank of China, Ltd, the ICBC which by as-
sets and market capitalization is also the largest bank in the world. As has been 
observed by a highly regarded Nigerian economist and noted banker, the swap 
deal is nothing 
more than borrow-
ing forex to sell at 
the federal gov-
ernment’s stub-
born low rate, a 
heady policy that, 
at best, only post-
pones the evil day. 
Given the global 
economic condi-
tions, crude oil 
prices and the self
-imposed capital 
controls, financing 
the budget will be a challenge. Who will lend and what will be the expected cost 
of financing? Regardless of whom it is, we expect a call for Nigeria to structur-
ally tighten its belt by reducing spending and aspects of the economy. This will 
stunt growth and cause pain to the already impoverish and severely underem-
ployed population. Trade will suffer and Nigeria will run to the usual suspects 
for funding, IMF, WB, but these loan will take time to materialize and prolong 
recovery.  

Source– CBN, O-analytics 
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Nigeria has been through this economic whirlwind before 

What is happening 
to Nigeria’s econo-
my can also be 
viewed from a his-
torical position. In 
1980’s and 1990’s 
Nigeria saw signifi-
cant increase in 
government debt 
and drop in oil rev-
enue. The naira was 
allowed to weaken 
against the dollar. 
The CBN allowed a 
large parallel mar-
ket to exist and only moved to correct and change policy after international 
pressure. We are seeing the same thing happen in 2016. We expect the CBN 
will continue to intervene and shore up the reserves to support the naira but 
by 3rd quarter 2016 they will have realized the folly of this policy and change 
the policy. Though we believe the policy change will be gradual with the 
CBN using its power as the lender of last resort to shape the credit and liquid-
ity market and try to ease in the changes in policy.  

O’Brief  Commentary 

The reduced oil export volumes we are seeing and the persistent lack of for-

eign exchange liquidity will result in a slower economic growth in 2016 and 

2017.  In the near term the fiscal budget stimulus and the march 22 actions by 

the CBN will do very little to change the trajectory  for growth. Bloomberg 

estimates growth will fall to 2.3% in 2016. The S & P affirmed Nigeria B+  

rating on March 18th but altered the outlook to negative in the next 9 to 12 

mainly, from our perspective, due to the oil pressures, refusal of the govern-

ment to devalue a currency that has by the account of most experts been artifi-

cially devalued and the fiscal condition of the countries accounts. 

 

Source– WB, O-analytics 
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Q&A with Dr. Patrick OSAKWE 

 
Patrick Osakwe holds a PhD degree in Economics from 

Queen’s University, Canada. He is currently Head of the Trade 

and Poverty Branch at the United Nations Conference on Trade 

and Development (UNCTAD) based in Geneva, Switzerland. 

He has also served as Chief of the Finance, Industry and Invest-

ment Section at the United Nations Economic Commission for 

Africa in Addis Ababa, Ethiopia. Dr. Osakwe has done exten-

sive research in international and development 

economics and has refereed publications in ma-

jor economic journals and books.   
 

Interview by: Frank Dike, Senior Analyst 

 
OB: IT has been argued that transformation 
is necessary for making trade work for poverty 
reduction in Nigeria. Can You Speak to our 
readers about this please? 

 

 
PO: Trade can contribute to development through provid-
ing access to foreign exchange required to import goods 
needed by domestic industries, ensuring that resources are 
allocated to activities where they can be used efficiently, 
enhancing consumer choice, providing access to new tech-
nologies, and creating employment. However, realizing 
these potential benefits of trade is not automatic. It requires 
conscious efforts by the government to use trade in support 
of development.  

Nigeria`s recent experience attests to the fact that the bene-
fits of trade are not automatic. Over the past two decades, 
it has experienced relatively rapid trade and output growth. 
Yet, poverty, inequality, and unemployment persist in the 
economy. One of the reasons why the recent trade growth 
has not had the expected impact on poverty and inequality 
is that it did not generate enough employment to absorb the 
rapidly growing labour force in Nigeria. And the reason for 
this is that recent growth has not been transformative in the 
sense that it has not been accompanied by significant 
changes in the structure of the economy from low to high 
productivity activities, particularly in manufacturing and 
modern services.  

In this regard, there is the need for the government to 
strengthen efforts to foster structural transformation of the 
economy to maximize the benefits of trade.  

 
OB: Are some transformations better 
than others by the way? And do you 

think Nigeria is heading the right way in 
this regard?  
 
 
 

PU: Structural transformation is only 
a necessary condition for trade to 
contribute to poverty reduction. The 

nature and type of transfor-
mation also matters. In par-
ticular, structural transfor-
mation of the economy is 
likely to have a positive im-
pact on poverty reduction if 
activities promoted in the 
transformation process are 
those that have high poten-
tial for employment crea-

tion (for example, manufacturing ac-
tivities tend to have higher employ-
ment creating potential than say ser-
vices). Furthermore, transformation 
has to be done in such a way that it 
promotes activities in which the la-
bour force participation rates of vul-
nerable groups (women, youth etc) 
are high. For example, within the 
manufacturing sector, textiles and 
clothing activities attract a lot of 
women and other vulnerable groups 
and so any transformation that pro-
motes textiles production is likely to 
have a significant impact on poverty 
since the majority of poor people are 

women.  

“Realizing the potential benefits of 

trade is not automatic”  

Patrick Osakwe 
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Q &A with Patrick Osakwe  Contd... 

   
OB: What accounts for the low level of industrial develop-
ment in Nigeria and what could be done by the government 
to address them?  

PO: I did some research on this issue some years ago and 
the findings were published in the African Integration and 
Development Review under the theme "Mineral Resources, 
Growth Morphology and Industrialisation in Nigeria."  In 
the paper, I argued that Nigeria's weak industrial perfor-
mance is not simply a consequence of reliance on natural 
resources because several mineral exporting developed and 
developing countries have succeeded in diversifying into 
manufacturing. In addition, we see weak industrial perfor-
mance in both resource and non-resource rich African 
countries and so the presence of resources cannot be the 
main reason for Nigeria's weak industrial performance.  
The paper argues that domestic policy failures, infrastruc-
ture constraints, and structural factors (such as the lack of 
skilled and relevant human capital and the small size of the 
domestic market) have contributed to weak industrial per-
formance in Nigeria. Against this backdrop, the paper un-
derscores the need to lift these binding constraints inhibit-
ing manufacturing development in Nigeria. It also recom-
mends better harnessing Nigeria's mineral resources to pro-
vide finance for industrial development.  

 
OB: What really should the Buhari administration be doing 
to correct the market imperfections that are retarding de-
velopment and inclusiveness in Nigeria?   

PO: Nigeria is a country blessed with human and natural 
resources. Unfortunately, we have not made very good use 
of our resources to address our development needs and 
challenges. And I believe the current administration under-
stands this and has promised to do something about it. In 
my view, finding a durable solution to our development 
challenges requires correcting imperfections in factor mar-
kets, particularly in the energy and credit markets. Lack of 
regular power supply is a major factor limiting the ability 
of Nigerians to fully participate and derive benefits from 
the growth process and the earlier we do something credi-
ble about it the better for the country. There is also the 
challenge of access to credit which makes it very difficult 
for small enterpreneurs to obtain finance for production 
and trade. Addressing these factor market imperfections 
will go a long way towards enhancing the participation of 
vulnerable groups in the economy and make the growth 
process more inclusive than in the past. Nigerians are not 

 

 
asking for handouts. What they want 
is an environment that permits them to 
access market opportunities and pur-
sue their dreams and aspirations.  

 

OB: In your current role at 
UNCTAD what keeps you up at night 
when you think about the issues in Af-
rica and in particular Nigeria? 

 

PO: I am optimistic about Nigeria’s 
future given the abundance of talents 
and ideas in the country. But I also 
worry that we are not dealing effec-
tively with issues we need to address 
to make our country great and play an 
active role in the global economy. In-
security is one of those issues. Lack of 
affordable and good quality infrastruc-
ture (particularly energy) is another. 
And the third is lack of industrializa-
tion. If we do not want to be left be-
hind by the current wave of globaliza-
tion sweeping the globe, we have to 
find effective and credible ways to ad-
dress these issues.    
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We’ve Got News….O Briefs 

To continue receiving our news-
letter, please subscribe at http://
www.o-briefs.com . We have two 
packages. We are dedicated to 
continually provide you with very 
useful information. Thank you for 
your patronage.  
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