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Abstract: The study examines the rising external debt burden, increased financial stability risk; the need for 

fiscal adjustment. Given that economic sustainability is the prime desire of every economy and considering the 

continuous accumulation of external borrowings. Our main focus is to investigate the fiscal vulnerability and debt 

sustainability position of the Nigerian economy. To find out whether the country’s present fiscal position is 

sustainable? Has the substantial external borrowings in the last two decades of uninterrupted democratic rule 

significantly supported the growth path of the Nigeria economy? If not, there is need for fiscal adjustment. Our 

period of investigation spans from 1999 to 2019. Data estimated using the time series based from CBN, Federal 

Ministry of Finance, IMF/World Bank publications. In analyzing the country’s debt burden/vulnerability, we applied 

the IMF debt burden indicators under the debt sustainability framework (DSF) for low income countries. Using the 

descriptive statistic, the study also employed the regression analysis technique to exploits the cause and effect 

relationship between the nation’s present debt stock, debt servicing obligation and the nominal as well the real 

economic growth rate. Our findings revealed the following; (i) using the percentile analysis and comparing it with 

the major debt sustainability bench marks under the IMF/Work Bank specifications, the country’s debt sustainability 

position was very negligible. The Nigerian situation shows debt sustainability position that fell below the bench 

marks (ii) the results of our finding also indicates a negative statistically significant relationship that exists between 

debt stock, servicing payment and both the nominal and real GDP. Based on our results, we concluded that the 

present fiscal vulnerability position of the country if not checked or curtailed through fiscal adjustment would 

amount to increasing the financial stability risk capable of causing deterioration in the functioning of the economy. 

We therefore, suggest amongst other measures that all should be aimed at improving and or enhancing monetary 

restrains, debt contraction restrains as well evolving and improving existing rules toward achieving fiscal 

responsibility and discipline. 

Keywords: Debt Burden, Sustainability, Vulnerability, Fiscal Stability, Financial Stability Risk, Fiscal 

Adjustment, Fiscal Deficit. 
 

1. Introduction 
Economic sustainability is an important responsibility of economic policy makers. It is the 

responsibility of the government to make policies that should guarantee long term viability and avoidance 

of unsustainable growth. In recent years, Nigeria has accumulated substantial amount of external debt in 

the last two decades of uninterrupted democratic rule. The country’s fiscal deficits as a percentage of the 

Gross National Product (GNP) has double if not tripled. In modern economies, the needs constantly 

increase such that the state spends more in order to contain these needs’ dynamics. Globalization process 

has further exerbated public expenditures especially in developing countries. Ordinarily and traditionally, 

public expenditures are met via public revenue which includes; taxes, duties, fees, property and enterprise 

revenues, penalties amongst others. It is true that the government is faced with public sector deficit as a 

result of large infrastructures, war, development financing etc. To overcome these, the government resort 

to borrowing.  

Borrowing to augment the fundamental public revenue sources has gained wider acceptability 

globally but there is need for the public authorities to do it with caution. Classical economists like David 

Hume, Adam Smith, David, Richardo and others in the 13
th
 century had posited public borrowings as an 

indispensable source of financing to the government, however, they warned of its grave consequences. 
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The need for adjustment in Nigeria today has become imperative as a result of prevalence fiscal 

imbalances, increasing external fiscal obligations without significant positive direct effect on economic 

growth. The Covid’19 pandemic has further acerbated external borrowing that has no bearing on 

sustainable rate of economic progress in the country. This is a pointer to the fact that fiscal adjustment, 

debt management, adherence to the Fiscal Responsibility Act (FRA) and conditionality to absorb the huge 

resources in the economy is desirable now. The excessive accumulation of external debts that does not 

reflect in sustainable rate of growth is not only disastrous but jeopardizes the future generations’ 

prosperity. 

According to the neoclassical growth theory, debt if optimally utilized should have positive direct 

effect on economic growth. On the other hand, in spite of the economic benefits of debt, the debt 

overhang hypothesis posits that a certain level of external borrowings will have direct positive effect on 

the economic until a certain point where additional debt accumulation will impact negative effects. This 

therefore, suggests that increasing borrowing without any consequential growth have the tendencies to 

create an unfinanceable future external position, unsustainable fiscal position, as well as threatening the 

financial stability that may ultimately lead to fiscal instability. 

While the government at all levels strives to accomplish their needs, they do not need to 

compromise the ability of future generations in meeting their own needs.  IMF (2019) alerted that 

countries with high debt burden have less scope to run deficits hence the need for fiscal adjustment in 

Nigeria to check the increasing vulnerability of her fiscal position. Theoretically, external borrowings 

drive economic growth path of debtor nations but when the reverse is the case it calls for caution. External 

debts are repayable in currency, goods or services alongside servicing obligations. Rising external debt 

stock without the corresponding increase in economic growth leads to increasing financial stability risk. 

Lessons from economic experts and the public outcry presents deliberate contrary state of affairs with 

respect to the huge external debts’ obligations without commensurate infrastructural development, 

improving ease of doing business and generally promote favorable investment atmosphere that should 

enhance productivity leading to economic growth and strengthening of the naira. 

Going by the above paragraphs, the big question remains; what is responsible for the snail pace or 

insignificant economic growth rate despite external debt explosion in recent years in the country? 

Has the substantial amount of external borrowings reflected in any quantifiable growth in Nigeria 

Has public spending being directed optimally toward reaping the benefits of external borrowing?  

No wonder, Ayodele and Jide (2019) posited that the lack of commensurate investments with the 

level of borrowing in Nigeria could be traced to several sustainable subsidies that dominate government’s 

spending. He concluded that it is good to borrow for investments rather than consumption expenditures. In 

the same vein, Ayodele and Jide (2019) an economic expert described the country’s rising debt profile 

without significant impact as heart rendering and disastrous. He lamented that in the proposed 2020 

budget, public spending on debt servicing alone will gulp as much as N2.45 trillion. As at 2018, the 

country’s debt profile stood at N22.38 trillion and N26.2 trillion in 2019. Nigeria’s external debt hits 16 

years high of $27 billion (N10.3 trillion) in December 2019 higher than $10.8 billion in external 

obligation as at 2005. It will be recalled that after the country paid off the Paris Club in December, 2016, 

the country’s external debt position was $3.5 billion (N 1.3 trillion). As at end of December, 2019 the 

Minister of Finance and Economic planning had reported that the country’s external debt profile stood at 

N 8.22 trillion representing 32% of total public debt (Federal Ministry of Finance, 2019). IMF (2019) 

reported that external debt stock in percentage of GNI was 12.20 in 2018. Its higher value over 48 years 

was 120.84 in 1993, while its lowest value was 3.77 in 1976. The situation has worsened since 2018 to 

date, it was N22.38 trillion in 2018, N26.2 trillion in 2019 and in 2020 alone it stood at N33 trillion. 

Nigeria’s external debt to GDP remains under 10% which is below global benchmarks. Available 

statistics indicates that Nigeria’s external debt level of $27 billion is now about 75% of her external 

reserves of $35 billion, the highest since 2005, Experts have expressed worries over the rising debt profile 

and the sliding external reserves pushing the vulnerability of the nation’s economy to external shocks. To 

this end, experts have blamed the situation in the country on higher public spending on recurrent 

expenditures, limited capital expenditures and lost or stolen wealth (Nairametrics). The present 

circumstance where in the first two months of 2020, Nigeria paid a whopping sum of $4.45 billion (N1.6 

trillion) for external debt servicing as against $1.34 billion (N469.3 billion) in 2019 is alarming and call 

for fiscal adjustment. A look at the historical trend of external debt contraction and servicing in 2020 

showed that the country’s debt service obligations represents the biggest recorded in Nigeria debt history. 

Available statistics showed that debt servicing of 2020 alone represents 240% increase compared to the 

cumulative total debt servicing payment recorded in 2019, according to the debt management office of 

Nigeria, 2019. 
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From the above, it is clear evidence that debt servicing obligation constitutes a major setback for the 

Nigeria economy in the last two decades of democratic rule. In the past 14 years, external debt rose by 

616% as its servicing commitments continues to hit deep on the economy growth path. 

As president Buhari on Thursday 8
th
 October, 2020 presents the 2020 appropriation budget of N13 

trillion, external debt stock stood at over N8 trillion. This again shows that external debts account for 63% 

of the nation’s fiscal provisions hence, need to avert this dilemma. 

What next for the Nigerian economy? 

Bringing current realities in the economy to the limelight of revenue crisis, increase Petroleum 

pump price, increase in VAT and electricity tariff couple with the removal of the controversial fuel 

subsidy are efforts targeted at easing public revenue decline. The continue spread of the Covid’19 

pandemic that has dampened growth globally and Nigeria ranks top countries worst hit, the way forward 

is an urgent need for the redirection of public spending from huge recurrent expenditures to productive 

investment expenditures possible via fiscal adjustments. 

Research has proven that government policy (fiscal) can promote strong and sustainable economic 

growth as well as lasting poverty reduction. This implies that a sound fiscal positions is key to achieving 

macroeconomic stability which is increasingly recognized as critical for sustained growth, poverty 

reduction, mobilization of domestic savings will in turn speed up productive investment, increase 

efficiency in resource allocation and in meeting development goals (IMF, 2006). Buildup of public debt or 

unsustainable debt levels in the country in recent times require changes in the structure of the budget to 

provide for higher outlays on productive social spending, as against public spending dominated with 

recurrent expenditures. Presently, there is need for fiscal adjustment to reduce fiscal vulnerability capable 

of threatening and or jeopardizing its future fiscal position thereby limiting the country’s ability to absorb 

fiscal shocks. Reducing fiscal vulnerability crisis or financial stability risk is key for fiscal policy to 

respond counter cyclically to economic downturns that is eminent in developing countries like ours. 

This paper opting for fiscal adjustment is further predicated on the continue depletion of the 

country’s buildup reserves that has been orchestrated by external debt buildup. Debt sustainability remains 

the option for Nigeria now than ever if government must demonstrate that their overall debt burden is 

manageable and is most likely to remain so over a range plausible scenario (IMF, 2002). The International 

Monetary Fund (IMF) automatic stabilizers alongside the countercyclical fiscal policy are measures that 

will help the nation drive from the responsiveness of tax revenue to output as its effect is quickly and are 

self-reversing. Discretional tax and spending measures are used routinely to boost weak automatic 

stabilizer or offset the strong ones and also can be held in reserves to respond to larger aggregate demand 

shocks (IMF, 2002). 

 

2. Literature 
According to the Wikipedia fiscal adjustment, it is a process rather than a status. The adoption of 

fiscal adjustment varies among countries. The process should keep government primary budgets deficit 

low, reduction in public expenditures as well as putting in place debt management strategies that should 

specify usage of external borrowings to capital projects. (Expenditure based fiscal adjustment). The 

revenue base might bit hand on purchasing power capable of triggering inflation. Udeh  et al. (2016) 

posits that excessive external debt stock increases external service cost and generates debt overhang 

problem to the economy and becomes burden on domestic production. 

In similar perspective, Tejvan (2016) suggests that the easiest guide to access when external debt 

becomes a problem is to look at the level of external debt to GDP. This he said bothers on two things; 

whether a country can satisfactorily meet debt interest payments from exports earnings? Gold 

reserves?/foreign currency reserves? IMF suggested that for countries to avert the problem of external 

debt burden leading to financial stability risk, external debt should be kept below a country’s level of debt 

to Net Present Value to either 150 or 250 percent of export earnings. 

The Nigeria’s external debt position has become a threat to future generations yet unborn and the 

need for fiscal adjustment as the followings has persists as outlined by IMF; 

 

 Excessive confidence in borrowing to promote economic growth and development. 

 Investment that is misplaced and fails to achieve a decent rate of return to help service and even 

offset the debt. 

 Unexpected devaluation in the exchange rate, which ultimately increases the real value of 

interest service costs. 
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 A decline in commodity prices (petrol) leading to decline in the terms of trade and subsequently 

relatively fall in exports earnings. 

 Demand-side shocks which reduces the GDP (i.e. global recession which hit demand and GDP). 

 Growing level of debt that discourages foreign and private investment as external debt 

becoming unsustainable. 

 Struggle to meet interest payments among others. 

 

Lucca (2019) in global finance opined that great external debt results great responsibility. Adding 

that when countries resort to borrowing to maintain financial liquidity and stimulate growth, financial risk 

triggers the more. 

The 19
th
 Century American Author; Josh Bilings has said “Debt is like any other trap”, easy enough 

to go into, but hard enough to get out of” how had? To the extent that there is no such thing as zero 

external debt, and both the most and the least developed countries in the World alike” IMF and the World 

Bank had continually warned that high levels of external debt pose greater or increase financial stability 

risks than internal debt because repayments are made in foreign currency that are more exposed to 

exchange rate shocks. 

Udeh  et al. (2016) had confirmed that there exists a positive relationship in the short run but 

negative relationship between external debt and economy as well as exchange rate in the long run, in their 

study of external debt and economic growth, the Nigerian experience. 

Cordelia  et al. (2020) in their work “A mismatch between external debt finances and consumption 

cost in Nigeria had proved that external debt does not improve consumption cost but rather aids the rising 

cost of living in the country as they suggests that government should channel borrowed funds into the real 

sectors. 

(Ehikioya  et al., 2020) examined the dynamic relationship between public external debt and 

economic growth in 43 African Countries. A curse or blessing? Using time series data from the periods 

2001 – 2018.  It revealed that there exist convergences to equilibrium in the long run and external debt 

would start to have a deteriorating impact on economic growth in Africa, their suggestions support the 

main objective of this work. 

In the same vein, the work of Obisesan  et al. (2019) in their study, effect of external debt on 

economic growth in Nigeria also fall in line with the objective of this work as their work revealed a 

negative effect of external debt on the Nigerian economy. 

Lutfi and Zharku (2018) in his study, productive use of public debt in Kosovo, and the study 

confirmed that public debt not tied to investment does not contribute to economic growth of the studied 

country. He however, identified that the unproductive use of public debt was attributable to lack of legal 

framework or fiscal rules in Kosovo, as the bulk of the borrowed funds are used to finance budget deficits. 

His suggestions are also in line with our study objectives. 

Keji  et al. (2019) examined the relationship between external debt and economic growth in Nigeria 

and found out an inverse significant impact. 

Ayunku and Markjackson (2020) studied the impact of external debt on Nigeria’s foreign reserves 

portfolios and concludes thus; that external debt exerts a negative and statistically significant impact on 

the nation’s reserves’ portfolios. They further asserted that external debt service payments exert a positive 

but insignificant impact on the Nigerian foreign exchange reserves as they maintained that both external 

debt and its servicing obligations has no significant impact on international reserves positions of Nigeria. 

Sanjeev  et al. (2004) investigated the persistence of fiscal adjustments in developing counties. The 

study assessed the effects of expenditure   composition and other variables on the duration of fiscal 

adjustment episodes in a sample of twenty-nine (29) developing countries, using survival analysis; the 

study found that expenditure components, size of the fiscal consolidation and past performance, fiscal 

consolidation affects the persistence of adjustment. The results confirmed that there is a strong link 

between public expenditure reform (adjustment) and the sustainability of fiscal consolidations. 

Baldacci (2011) in their paper titled measuring fiscal vulnerability stress, proposed a set of 

indicators to assess rollover risks, using the conceptual frame developed by Cottarelli (2011). The 

indicators provide early warning signals about the manifestation of these risks, giving policy makers the 

opportunity to adjust policies before extreme fiscal stress events. Two aggregate indicators were 

estimated; an index of fiscal vulnerability and an index fiscal stress. Their result indicates that both 

indicators and indices are elevated for advanced economies reflecting unfavourable medium term debt 

dynamics and aging related spending pressures. 

In emerging economies, solvency risks is lower, but the composition of public debt remains a 

source of risk and the fiscal position is weaker than before the crisis they concluded.  
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3. Data and Method 
This paper adopts the descriptive quantitative approach in identifying and analyzing the nature and 

characteristic of Nigeria external debt burden. The secondary time series quantitative data estimated span 

from 1999 to 2019. Using the time series analysis on data sourced from CBN statistical Bulletin, World 

Bank; International Debt Statistics, International Monetary Fund (IMF) publications, the Nigeria Debt 

Management Office (DMO) and publications of the Federal Ministry of Finance (FMF). 

The work employed two stages of analysis first, in conformity with the IMF external debt burden 

ratios as contained in the IMF Debt Sustainability Framework (DSF) for low-income countries; we 

explore the following debt burden indicators (sustainability indices). 

Debt Stock to Exports ratio, Debt Stock to GDP ratio, Reserves to Imports ratio, Reserves to – Debt 

Stock ratio, Debt Stock to Revenue, Debt service to GDP ratio, Debt service to Exports ratio as measures 

of debt sustainability. To this end, we applied the descriptive statistics tables (graphs) to illustrate the 

mean, minimum and maximum standard deviation for the different rates/ratios. The percentile rates 

difference was used to compare with the debt burden thresholds and bench mark under DSF. Here we 

expressed these rates with the Real Gross Domestic Product (RGDP) as our dependent variable. 

 

4. Model Specification 
Several indicators have been used over the years to measure debt burden and its sustainability and 

vulnerability. In this regard, the indicators are reported in percentages (ratios) which are plotted on a 

statistical graph to illustrate the level of debt burden. 

 

(i) Debt Stock/Export 

(ii) Debt service/imports 

(iii) Debt stock/GDP 

(iv) Reserves/Imports 

(v) Reserves/Debt Stock 

(vi) Debt Stock/Revenue 
 

This paper also expresses two different Linear equations. 

The first is a single regression equation with a multiple regression using the Least Square Methods. 

 

RGDP = f(DS)        (1) 

GDP = f(DS, DSER)                   (2) 

Economically, we represent equation 1 and 2 above as; 

RGDP =  0 +  1DSt + µ       (3) 

GDP =  0 +  1DSt +  2DSERt + µ      (4) 

Where: 

RGDP = Real Gross Domestic Product, GDP = Gross Domestic Product 

DS = Total Debt Stock, DSER = Total Debt Service 

 0 –  2  = Coefficient of the independent variables 

µ  = Error terms 

 

5. Results 
 

Table 1.   Descriptive Statistics 

 DBTEXPRAT DBTGDPRAT 

DEBTSERRE

VRAT 

DEBTSEVEX

PTRAT RESVDEBT RESVIMPOT RGDP 

 Mean  0.626096  0.132178  0.269634  0.073456  353.0489  69.37142  3453.328 

 Median  0.371912  0.034279  0.071016  0.067353  108.2900  57.98610  3853.498 

 Maximum  2.254865  0.485623  3.682516  0.161392  1340.983  144.5939  4672.293 

 Minimum  0.050372  0.012632  0.032491  0.025720  20.47676  24.79294  1466.891 

 Std. Dev.  0.746909  0.168090  0.784893  0.041187  426.8884  36.60114  1052.307 

 Skewness  1.119685  1.046170  4.197449  0.506020  1.192683  0.719579 -0.637208 

 Kurtosis  2.747368  2.405364  18.77132  2.043407  3.076008  2.357481  1.910837 

        

 Jarque-Bera  4.443778  4.140040  279.3077  1.696883  4.983778  2.173504  2.459112 

 Probability  0.108404  0.126183  0.000000  0.428081  0.082753  0.337310  0.292422 
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 Sum  13.14801  2.775740  5.662324  1.542572  7414.027  1456.800  72519.89 

 Sum Sq. Dev.  11.15747  0.565082  12.32114  0.033928  3644675.  26792.86  22146980 

 Observations  21  21  21  21  21  21  21 

Source: E-views version 8 
 

Figure1. Group graph of all the independent variables. 

 
 

Figure 2. Real Gross Domestic Product 
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Figure 4. Debt Servicing to GDP rate 

 

 

 

 

 

 

 

 

 
Figure 5. Debt Servicing to Revenue rate 
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Figure 6. Debt to GDP rate 

 

 

 

 

 

 

 

 

 
Figure 7. Reserve to Import rate 

 
 

Figure 8. Reserve to Debt rate 
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Figure 9. Debt Servicing to Revenue Rate 

 
 

Table 2. Regression Analysis 

Dependent Variable: LOGGDP     

Method: Least Squares     

Date: 11/03/20   Time: 15:11     

Sample: 1999 2019     

Included observations: 21     

Variable Coefficient Std. Error t-Statistic Prob.   

LOGDEBTSERVICING 0.873186 0.06757 12.9227 0 

LOGDEBTS_STOCK -0.417958 0.084894 -4.923313 0.0001 

C 8.310817 0.63115 13.16774 0 

R-squared 0.902729     Mean dependent var 10.52609 

Adjusted R-squared 0.891921     S.D. dependent var 1.026086 

S.E. of regression 0.337329     Akaike info criterion 0.79605 

Sum squared resid 2.048241     Schwarz criterion 0.945268 

Log likelihood -5.35853     Hannan-Quinn criter. 0.828434 

F-statistic 83.52503     Durbin-Watson stat 1.42606 

Prob(F-statistic) 0       

         Source: E-views version 8 

 

6. Discussion of Results 
The descriptive statistics table illustrates the Mean, Minimum and maximum standard deviation for 

different rates/ratios. The variables are Debt to Export rate, (DBTEXPRAT); Debt to GDP rate 

(DBTGDPRATE); Debt servicing to Revenue rate (DEBTSERREVRAT); Debt servicing to Export rate 

(DEBTSEREXPTRAT); Reserve to Debt rate (RESVDEBT), Reserve to Import Rate (RESVIMPOT) and 

Real GDP (RGDP). 

The table shows that yearly mean rate of DBTEXPRAT, DEBTGDPRAT, DEBTSERREVRAT and 

DEBTSERVEXPTRAT are all less than 1 (one), with the DBTEXPRAT close to one (1); so, in percentile 

rate, they are respectively 62.61%, 13.22%, 26.96%, and 7.35%.The standard deviation shows that 

DBTEXPRAT and DEBTSERREVRAT shows higher spread in their values than other ratios under 

consideration. The mean rate (yearly) for RESVDEBT shows that N353.05 is the yearly mean rate and 

N69.37 is the yearly mean rate for RESVIMPOT, while RGDP has N3453.32 as yearly mean value. 

The statistics from the table shows that normality test values of the Jarque-Bera statistic shows that 

DBTEXPRAT, DBTGDPPRAT, DEBTSERREVRAT and RESVDEBT are all normally distributed 

(spread) with 4.44, 4.14, 279.31 and 4.98 respectively since all the value are above 4.00; with the most 

significant variable of DEBTSERREVRAT. From the graphs, the RGDP shows a steady growth from 

Time period 1(1999) to time period 17(2015) and drop from 2015 to 2017 and tends to rise from 2019.The 

graph of DBTEXPRAT shows a steady fall from time period (4) to Time period (8) with stability from (9) 

to (16) with a slight growth from period (17) to (21) (i.e. 2015 to 2019) 

The graph of DBTGDPRAT possess same behavior with that of DBTEXPRAT, but its fall starts 

from period (1) to (8).The RESVIMPOT graph shows a very high fluctuations and instability over the 

period. 

The RESVDEBT graph shows a sharp increase from period (6) after a steady movement from 

period (1) to period (5), it falls down from (10) to (21). 
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The DEBTSEVEXPTRAT graph shows a peak at period (5) and another peak at period (18); 

meaning Debt Serving was high at these periods. 

The DEBTSERREVRAT graph shows a stationary trend from period (1) to period (19), meaning 

that Debts servicing was down as Revenue grows; but more servicing was done in 2019; than any other 

periods. 

Therefore, judging from IMF/world bank, Debt Sustainability Analysis (DSA) and applying the 

Debt Sustainability Framework for Low Income Countries (DSFLIC, 2010), the nation’s fiscal deficit is 

unsustainable in every respect. We compared the debt sustainability position of the country with the major 

debt sustainability indicators (IMF/world bank threshold). Our DSA for the Nigeria fiscal sustainability 

position was negligible and fall below the bench marks. The debt burden indicators (sustainability) in debt 

– to – GDP, Debt – to – Exports, Debt – to – Revenue, Debt service – to – Exports and Debt service – to - 

revenue ranked below the prescribed bench marks of 30% weak, 40% medium and 50% strong levels. The 

sustainable level stood at 13.22%; for Debt – to – Exports, IMF/World bank bench marks; 100
W

, 150
M

 and 

200
S
 the situation in our country stood at 62.61%, Debt – to – Revenue indicator of 200

W
, 250

M 
and 300

S
, 

the Nigerian position was 26.96% debt servicing – to – Exports of 15
W

, 20
M

 and 25
S
 also in our economy 

fall short as we record 7.35% respectively. Our results in this regard support the call for fiscal adjustment. 

Our regression results between external debt stocks, debt servicing obligation and the two measures 

of economic growth of Nominal GDP and real GDP also reveals a negative significant correlation even at 

1 (one) percent level. Our findings are in line with the views of the classical theorists earlier explained in 

the literature and the objectives of this paper. Our analysis reveals a 90% predictability of both debt stock 

and debt servicing obligation (DS, DSO) on our independent variables GDP and RGDP. 

 

7. Conclusion 
This study rising debt burden, increased financial stability risk, the need for fiscal adjustment is 

tailored toward ascertaining the debt sustainability position of the Nigeria economy by analyzing the fiscal 

vulnerability/sustainability position of the nation using the debt sustainability analysis under the 

IMF/World bank debt sustainability framework for low income countries. The study also examines the 

relationship between the nation’s debt position, it’s servicing obligation and the nominal as well as the 

real growth rate. 

Our findings suggests that the nation’s current fiscal deficit is not sustainable, hence the need for 

restrains through fiscal adjustment. Our opinion is predicated in the finding which reveals low and 

negligible debt sustainability position under IMF/world bank prescription. Our regression analysis results 

also support our view as there-exists a negative correlation between debt stock, debt servicing obligation 

and growth rate. (GDP and RGDP). In view of the foregoing therefore, we foresee a situation of economic 

calamity and deterioration capable of jeopardizing the future of generations yet to be born. The way out or 

to avert this is an urgent call for fiscal adjustment. 

 

8. Recommendations 
Based on our findings, we outline the following measures aim at achieving monetary restrains 

through fiscal adjustment. 

An urgent call on the managers of the nation’s economy to put in place policies to achieve; 

 

(i) Monetary restrains against huge recurrent public spending presently characterizing and 

dominating our budget and opt for productive social spending as well as investible/capital 

spending. 

(ii) Call on the debt management office (DMO) to evolve debt management strategies that will 

place ceiling on further external borrowings and if possible, tie external public borrowing to 

basic infrastructures that will boost exports and impact positively on GDP and revenue. 

(iii) There is urgent need for strict adherence to the Fiscal Responsibility Act (FRA) and deviant be 

speedily prosecuted no matter the personality involves. We assume that this will go in a way 

caution fiscal recklessness, and political rapaciousness by public office holders. 

(iv) Call on government at all levels to improve their security architecture aimed at improving and 

enhancing a friendly business and investable climate in their domain to attract foreign 

prospective investors to commit their resources in Nigeria. By so doing GDP, Exports revenue 

amongst others will be improved. Specifically, the so called “security votes” will be monitored 

for optimal use. 
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(v) As a way of curtailing fiscal recklessness and improving fiscal discipline, the Revenue 

mobilization and fiscal commission in collaboration with the government should come up with 

policy to tie certain percentage of allocated revenue for social productive ventures under strict 

monitoring.  
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