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vi 

This study analysed the politics of Economie Diplomacy 

under the Babangida administration. Economie Diplomacy, as a 

pol icy. 1,,,.1as i naugurated in .June .1988 as a put~por·tedly net,\1 

policy initiative. The main aim of the policy was to help 

sell Nigeria to the International business community as 

necessited by SAP. The incentives put in place encouraged 

massive foreign participation in the economy. The purpose of 

the research, therefore, was to generate data, dissect them 

and see how successtul Economie Diplomacy has been in 

realising Nigeria"s foreign policy objectives. 

The research raised specific questions which included the 

meaning of Economie Diplomacy, whether it was a new policy, 

the circumstances that brought about the policy, the 

consequences of the policy on Nigeria"s leadership role in 

Africa and how successful the policy has .been in realising 

N:igeria "s foreign pol :icy goals. For· the pur-pose of this 

study, we narrowed the imperialism theory down to the 

dependency theory for our analys1s. And in our findings, we 

realized that Economie Diplomacy meant the successful 

management of the country"s debt. The effective management of 

this debt was to present the country as a credit-worthy and 

investment worthy nation, good enough to be conceded new loans 
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facilities. This meant getting favourable debt resheduling 

terms. debt forgiveness and debt equity conversion. Economie 

Diplorna.cy failed to rEiali:~;E:'! debt for·g:ivenE,i:,5:S but succeeded, to 

some extent, in debt rescheduling. However. the debt overhang 

tha.t 1~esul ted f 1--om the reschedul i ng rnade the gains of the 

a.ctivity to be usurpE!d by the debt :~;er·vic:ing payrnent that 

fol lot"ied. 

The st::udy also rE~VE:':!als that Economie Diplomacy meant 

massive foreign investment and foreign aid. This inflm\i of 

foreign investment under the policy was, rather unimpressive. 

The surpluses of the few investment was expropriated through 

p1--ofit r--epa.tr·iation. The r·esearch shov~s that then,i ~\las. 

actually, decapitalization and this nurtured dependence and 

reinforced the international system of inequality. 

In response to the country"s quest for foreign aid, the 

research reflects that the success recorded was overshadowed 

by the nation"s debt burden. The foreign aid realised from 

Nigeria"s shuttling diplomacy was inadequate. And the fact 

that most of the foreign aid were tied to purchases from donor 

countries, made the aid ineffective. 

The Economie Diplomacy, that has not only created 

i nte i •. na l d :i sto r·t ions:; a ncl co nt t"iJ.d i et ions but a. 1 :~;o p 1--ornoted 

depenclency, exploitation and domination, became irrelevant ta 

the Nigerian environment. This was bcicause the architects of 
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the policy did not understand the exploitative nature of the 

Inter-national Community (,\1:ithin 1.,\1hich t-,..!igei--ia t"er:11:i.sed her 

Economie Diplomatie Policy. 

The tact that Economie Diplomacy made Nigeria vulnerable 

to the manipulé1tion of thE:~ hosti lE,! i nt;ernational economic 

envi n.,nment ~vas a ser·:ious threat to r.J.igi:.'lria. "s autonomous 
~ 

African policy and her domcistic econom:ic policy. It is for 

these t"eason::s that the stud\t i nsists that dE.!Velopment, no 

matter how little, is not possible within a dependent 

f t"ame~\10 r· I,.; .• 

In order to enhance Nigerian economic development, the 

study proffers the creation of a new international economic 

o r·der a.s the s~/stern w :i th in 1,\1 h:i ch the eco nom :i c d r·earns of t: he 

countr·y can be guaranterc:Jd. Ancl foi" as long é:lS Economie 

D:ipJ.ornacy doE:JS not pass this litrnus tEist, it ~\1ill not be 

relevant to the Nigerian situation. 
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PRO~QGUE 

The new thrust of our foreign policy is 

Economie Diplomacy. The basic objectives 

are the fostering of great inflow of 

foreign capital and the expansion 

of foreign trade. 

Ibrahim Babangida. 

NIIA, 1989. 

We feel that lt is the responsibility of 

our foreign policy apparatus to advance 

the course of our national economic 

recovery. This entails negotiation and 

activities that will attract. toreign 

investment and other assistance 

required for the successful accomplishment 

of our economic goals. 

Ike Nwachukwu. 

June, 1988. 
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1. 

Chapter- 1. 

.G. l;.tJ.J;.8.8.1,,,_ .... IN T.8. Q P..~'-G. T. I QU. 

1. "o .I.nt.rod.uct_io_n 

There is little controversy as to the central role of 

economic activities in the developm~n~ .of any country. T~e 

fatt that the economic policy of an administration can make or 

mar a regime is clearly demonstrated by the type of attention 

accorded economic activities the world over. TE:Jchnological 

know-how and scientific break-through are products of a good 

economic system. Indeec!, EivE:,nts have shoi,\,n that the more 

economica.lly bouyant courrtries, today, have also developed 

polit:i.ca.lly. 

Gener·al Ibr-ahim Babangic!a, the tonner Higeria"s 

President, decided to launch an Economie Diplomatie policy in 

.JunE:, 1988. This decision was perceived as a result of the 

deep-rooted economic crisis bedevilling the country. Before 

the economic crisis of the 1.980s, Higeria had been playing a 

leading role in the international political system, the 

promotion of her economic development objectives was second in 

priority to the political role. The country has been playing 

very prominent role in the decolonizatiobn process and 

speci·Fica.J.ly thE:) 1:i.be,-ation of South (~frica fr-om the tentacles 

of the rac:ist government .. HO!"'EJ'·./et-, as a result of the 

economic crisis, the 'new" Economie Diplomacy became a central 
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:2 

focus in the nation"s foreign policy. 

The introduction of the Structural Adjustment Programme 

(;:3AP) in 1986 did not onJ.y signal the ,,\leal,eni ng of the 

nation's radical stanc~ on foreign policy and domestic affairs 

but also heralded Babangida"s commitment· to meeting the 

dictates of international or-ganisations i ncl udi n~J the 

IMF, I ntE,n-national Bani,, for FU~constn-1ction ,:lnd Development: 

(IBRD) otherwise known as the World. Bank, The London and Paris 

clubs of cr-ecli tors and thE:i Group of Seven Countries (G-·7) .. 

The commitment has compelled Nigeria to adopt SAP. which has 

provided the international context for emergence of the "new" 

Economie Diplomacy.1 

As a pur-por·tedly ne~\, ·f or-eign pol icy thr-ust, Economie 

Diplomacy seeks to articula.te the improved economic and 

investment climate in Nigeria. Maj. General Ike Nwachukwu, 

the former Exten1al Piffai rs t'ii nüster and apostle of thE? 

policy, spelt out: the essence of the policy when he warned the 

Nigerian envoys that 

Your achievement would be measured more or less by 
the number of investors who visit from your country 
of accrEicli ta.tien or- tonnage of Higeria • s produce 
and articles soldas a result of your efforts. 2 

The importance attached to the need to attract foreign 

investors as a central focus of Economie Diplomacy led the 

Minister, Ike Nwachukwu to create a Department of Tra.de and 

Investment in the Ministry of External Affairs. 
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i ) 
11) 

iii) 
iv) 

3 

The objectives of the Economie Diplomacy are 

to provide greater access to new credits; 
to reschedule the nation's debts; 
to a·: ··ract foreign i nvestments; 
to open joint ventures opportunities betwee· Nigerians 
1nd foreign investors; 

v). to identify and expand markets for Nigerian ~raditional 
. goods; a. nd 

vi) 

. l .. l. 0 

1. ".1.. 1. 

to increase foreign awareness of Nigerian economic 
potE:intials .. 3 

Literature "eviEH,,1 . --·---------~~-----

.I.nt:_r-od_uct:.i 0.11. 

Diplomacy refers t:o the Managêment of International 

relations through negotiation .. It ~:int:ai ls the process of 

bargaining among countries in order to reduce areas of 

disagreernE'~nt:4• Accommodation r~uns through the thread of 

diplomacy. It means re-defining one's interest and trying to 

strike a balance acceptable to both parties .. The outcome of 

such a balance cannot fully èatisfy the two parties, but they 

l,\d. J. J. be sa.tisf :i.ed by the compromis;,:1 r-E:lachE:ld5.. D:i.plomacy .by 
//,.--

comp r~om i se,· he l ps to red uce a rE::as o·f di sag r~eerne nt q,11/i ss ues 
_,/ 

ovEir l·\rh:i.ch agreement cannot, other1,\d.se, bE:i rE:!acli~d.. (~ bas:ic 

Ü$SL1e in diplomacy i~, that it is a rneans to an encJ - an 

in:::;tr~urnent, out of ot.her :instruments, aclopted to realisE:1 

foreign policy objectives. 

Many definitions of Economie Diplomacy have been given. 
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4 

It has been seen as the foreign policy that gives top priority 

to the economic objectives of a nation and as the application 

of econorni c instrument:::; in negotiati ng and bargai ni ng (,\,i th 

other countries6• 

Similarly, Chikendu sees Economie Diplomacy as the 

diplomacy that "foc:uses on economic variables of international 

r·elations "7 i t entai ls bargai ni ng and reconci 1 ié:3.tion of the 

economic i nterest of thi:.."l concerned par-ties. The aim of 

Economie Diplomacy "i:s. to achieve thE~ s·t"ato's econornic, 

political or security objectives by protecting the domestic 

market, increasisng trade opportunites abroad, marketing or 

attracti ng f oreign i nvE::strnE~nts "8 _ Duririg tall-<s on economic 

policies, conflicting interests are reconciled and agreements 

for mutual benefits are reached. 

In thEd.r m\,n viEH"''• Qg,A,u and Olukosh:i. vie~\I Economie 

Dip1omacy as "the e><terna.l pol icy cornponent of SAP "9 _ Thi.<.:iy 

believe that it contains all lo~ical elernents flowing from the 

nation's submission te the IMF and World Bank and the need ta 

manage the country's domestic crisis. 

In the same vein, Akindele views Economie Dip1omacy as 

e:s.sential ly i nvol vi ng the use of for·eign pol icy for the 

promotion ,:1.nd adva.ncement of a countr·y • s domestic economic 

security, growth, development and welfare10 • 
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In agreeing with Ogwu and Olukoshi and Akindele. Asobie 

per--ceives Economie Diplomacy a.s "the cliplomacy of SAP" 11 " On 

the :::;a.me po :i nt. 01,1.1oeye :sEit'lS Eco nom i c Di pl ornacy as "the 

decision of the state to use foreign policy basically as an 

instrument for domestic economic development or as a tool for 

1--E~v i v i ng an eco nom y in cris i s " 12 .. HEi co nseq ue nt l y a.g r·ee:s 1,,ii th 

Ogt,\tU and Ol ukoshi and 1~)sobie by seei ng i t as a.n e>(ten·1é:1l 

cornp 1 erne nt of the ha rds h :i p of Sl=iP" To thEi f ounders of 

Economie Diplomacy, the 'new' Economie Diplornacy is simply the 

diplomacy of econornic development" 

Economie Diplomacy emerged as part of the recommendations 

of the IMF Presidential Cornmittee that was set up in 1985 to 

monitor and collÔ.i:i;:, Higerians' vie1,\1 on thEi n11::: loan. ThE:l 

Comrnittee, consisted mostly of economists, recomrnended SAP and 

designed a. pacl'(age of poJ. ici~":l~:; foi-- economic recoVE:!ry of 

national objectives but wit:hout ta.king the IMF loan13 " 

1. 1 "2 North/South .... Economi.c .... Di.Pl.ornacy .... And ... .DepE'Jndency 

The Horth/South economic relation refer2, to the 

r·elation:ship that e>dsts bi;:,b\1een the developed econorny of 

Horth America, Western Europe and Japan and the Less Developed 

Count:ries (L.DCs) o·f Af d:c,:J., Asia a.nd L.a.ti n AmEn~ica.n 14 " The 

North/South system of economic relation has often been 

criticised as promoting and enhancing dependency. ·r t • • 11S 18 
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because of the uneqyal terms of trade. In other words, the 

gap between the North and South (developed and less developed 

countries) is 1,\1idening .. Thi::1 main problem of thE'i unequa.1 

is c!ependEince not i nte n:lepe nc!e ncE"i .. ~\lhereas 

i nterdependence p1--omotes a high level of mutua1 econornic 

interaction and sensitivity, dependence promotes highly 

unequal economic interaction and highly unequal sensitivity. 

The high level of Southern economic interaction with the 

North enhances dependency. This is because the interaction is 

so much of great importance to the Southern national economic 

gr--m\rth and thus, the Souther--n count:r--y is nm\1 "i nf l uenced by 

actors 01-- E'ivents in the Northe1--n state "15 .. The dependence 

nat,.we of the interaction between the t·J.orth/South pole is 

perpetuated mainly through trade and financial a1d. Trade 

dependence makes the Southern countries to earn their Gross 

National Products (GNP} from the trade with the North. 

Economie Diplomacy enhances depenc!ence on the Northern 

Markets for the sale of the Southern Products. And this has 

made the Southern countries, especia1ly Nigeria, to be highly 

sensitive to Northern c!emand for Southern goods and it 

influences Northern trade pattern and investment in Southern 

count:1--ies .. Northern foreign investment in Southern States 

controls the rnost important "sectors of pr--oduction,. rm1,1 

materials production, export industries, the dynarnic sector of 
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the eco nom y a. nd nEH·\' i nves tme nt:" 16. 

Monetary dependence has also been enhanced through the 

North/South system. The monetary system of the France-phone 

Zones of Africa, for instance, is directly linked and 

influenced ta and by the French Franc of the Northern economic 

system .. ThEi vEiry unfavour-able baJ.ancEi of payrrH:1nt (BOP) 

recorded by Nigeria has made her currency susceptible to the 

international financial system and dependent on external 

financial assistance from the IMF. the right of the IMF to 

shape and influence Nigeria's domestic and for~ign monetary 

policy has helped in er'lhanci ng underdeve1opment and 

pa.r-ticular1y pr·ornoti ng ovEn-depE.~ncl(:ince on thEi international 

financia1 communites. 

The IMF 'helps', by giving foreign loans and aid to the 

developing countries, in further reinforcing the dependency 

status existing before and also cornpounding the debt crisis, 

especia1ly, in the case of Nigeria. 

Th,::i aid fr-om the Hor·th to the South allmvs for the 

manipulations in the managements of thE:i Souther·n decision 

making process. It reinforces the dominance of the Horthern 

trade and investments in the Southern countries. The major 

World Economie Institutions of IMF/IBRD and GATT were created 

and managed by the developed countries and this does net only 
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reflect their dominant power on those in~titutions but also 

their influence on the policies of these institutions on the 

Southern countries" economy. 

The management of these institutions reflects the 

interests goals and the desires of the Northern countries, not 

of the South. The Institutions, thus, exist to perpetuate the 

dependence and underdevelop~ent of the South. 

1 ... .1 .. 3 The ...... ..Po l.:i.t :i.cs .... ot ..... t he .... '_tJ.ei,,1 ' ..... Eco nom :i.e .... D :i_p l_omacy 

Economie diplomacy, as a policy was i~augurated in June, 

.1988 by thEi Foreign Affairs Minister, RtcL Maj. Gen .. Ike 

Ni,,1achukt,,1u, (RTD) .. Pd.or~ to thu:; time, Pr·ofessor~ Bolaj i 

his predecessor, in his own foreign policy 

initiatives, showed loyalty to the Murtala Mohammed's 

tradition of maintaining a dynamic foreign policy. However, 

Akinyemi saw the 1980s as ushering into the foreign policy 

environment, the most critical interests -Nigeria's economic 

devE:i 1 oprnent 17 .. 

In introducing Economie Diplornacy, Ike Nwachukwu saw the 

policy as a new focus in the nation's foreign policy .. He told 

Nigeria's Ambassadors of the c6untry's need for foreign 

fr·iends to invest in the countr·y .. He i nsisted that thE:i 

foreign investors' friendship must be won at all cost .. 
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Indeed. he told the Ambassadors to be loyal to the cause of 

the foreign investors. He further reiterated that, 

the ball game in international relations today is 
self interest and economic development of your 
nation ... Nigeria ... needs support from the 
international community and that support can only 
comt'l h1hen you 1,,i:i n thr::i conf idt1ncf~ of tho:se ~,1hose 
support you seek18 • 

HE= went fw-ther to maintaih that, "you begin to h1in that 

confidence through friendliness and 

19" cause ..... . 

loyalty to their 

There is a disagreement on Nwachukwu's view of Economie 

Diplomacy as being a new focus of the nation's foreign policy. 

Economie diplomacy is not nE~cessariJ.y a net,\1 focus in the 

country"s foreign policy initiatives. This is because focus 

ha.d alh1ay:s been pla.cec! by Higer-ian leader-s. at di ffer-ent 

times, on Economie Diplomacy, although with a different 

emphasit. Nigeria has, for instance, used economic coverage 

to achieve political goals in international politics, 

particularly with respect to political liberation. Nigeria"s 

foreign policy from independence till date, has always been 

determined by the country"s domestic economic requirement and 

Nigeria's political relationship has always been more intense 

with those countries that are her biggest trading partners. 

It 1s however net enough te dismiss the stong emphasis 

placed on Economie Diplomacy by the Babangida military 
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administration. The attE:lmpt by the admi nistr-a.tion, si nce June 

1988, to re-order the country's priorities in international 

politics, a.lthough cannot be seen as new, represents a 

far-reaching attempt to affect the conduct of Nigeria."s 

foreign policy. 

Sorne scholars have argued théJ.t the net,,• Ei'!rnpha.sis on 

Economie Diplomacy ha.s f ar--·reachi ng conseq1..1E:inces. For exarnple 

Ogwu and Olukoshi believe that by giving Economie· Diplomacy a 

central plank in the nation's foreign policy, Nigeria"s 

commitment to the total decolonialization of Africa will be 

threatened20 . This. they envisage, will milita.te against the 

eradication of Apartheid in South Africa. And this will be 

contrary to the country's former role as a liberator. 

further contend that henceforth, Nigeria"s relationship with 

other countries hd.11 bEi str·ictly based on E!conornic gains 

thereby subj ugating thE': ?'ift-ican decolonializa.tion process. And 

the need to show loyalty to the cause of the Western 

industralized nations will make the demands of Economie 

Diplomacy, with emphasis on loyalty, bring to an end Nigeria's 

autonomous policy. 

Obiozor observes that efforts have been made alla.long to 

link Nigeria's foreign policy with Nigeria"s economic 

development priority. This priority, he notes, materializes in 

Economie Diplornacy. He sees the Diplornacy as an attempt to 
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utilize the "in:::-;truments of Nigeria's foreign policy,, 

political and cultural, to enhance Nigeria's economic 

clE:'!velopment and economic grm,vth "21 • Her-e it r-emai m.:-, to bt~ :ô.",B(:)tl 

~\1hethE:r the Economie Diplornacy ,,\li 11 ach:i.eve the goals for 

which Obiozor is so optimistic. 

Economie Diplomacy is Babangida's instrument for selling 

~:)1::-iP to the :i. nt:ernational fi nm.ncial organisa.tians. Agbaje 

calls for the purging of LDCs diplomacy of elements of SAP t:o 

make the policy relevant to the creation of a good 

envi ronrnent 22 • He believes that the Economie Diplomacy should 

be US(:'!d to re'"·shape a.nd re-de-f i ne aspects of the global 

economic system and most importantly, to delink LDCs from the 

exploitative,unjust and insensitive world system. He submits 

that Economie Diplomacy, as practiced in LDCs, will continue 

to n:)vol ve a round the r-esol ut ion of the debt qrn?st:ion. H(:i 

observes that the LDCs cannot be blamed for the debt incurred 

because the problem is net: caused by careless borrowing alone 

but also by car-eless lendi ng. He sees rno11ey as a social 

relation that has made the LDCs a victirn of exploitation from 

thei r er-st:whi le i nj 1 •• wed pé:trtner-s23 . 

Agbaje's call is relevant te the problern of LDCs because 

of the exploitat:ive nature of the Diplomacy and because all 

the bJenty eight 1::-if rican Countries24 that ar.>pl ied S~1P ,'.3.re bei n~:1 

weighed down by the hardship of the Programme. The problern of 
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exploitation has led te a collapse in Africa's International 

commodi ty price .. Debts s<~n--vici ng is tal-<i ng up to 38% of 

African Export earnings and deficit financing is constituting 

more than 54% of African Gross Domestic Products (GDP) 25 . 

A:::..,obie laments that despite all the harsh conditions 

associated with Economie Diplomacy, the objectives have, so 

far" net been realised26 . This is because Nigeria's external 

debt stock continues to increase at an alarming rate. 

Nwachukwu, the apostle of the diplomacy, also admitted that 

"the e>•::pected irrternational suppor·t ha.s eithe1- tLwned out to 

be trickled or non-e>dstEn1t: "27 . 1-'.)nd "evE,ni vita.l sector of 

health, education and other social infrastructures have 

suffered, J.eading to increa:sing impov~:irishness of i'Hgerians" 28 • 

R~;icognisi ng the neEid to improve H:igeria '' s foreign pol icy, 

AkindeJ.e observes that the success or failure of government in 

their pursuit of foreign policy can be traced to the 

inefficiency and the calibre of External Affairs officers. He 

sees their fa:ilure in terms of their inability to cape with 

the increasingly and constantly changing International 

s:i tuation29 . This might not be true because experience has 

shown that these officers are not always consulted for policy 

formulat:ion. And even when consulted, their recommendations 

c:1. re not a h,1a.ys ta 1-<e n.. Pe r· haps, the off i cir:n-s a 1-e jus t the re to 
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justify government's policy even when they are not in total 

support of such a policy. 

Oyovbai re and Ola.gunj iJ are convi nced of the "tremendous" 

success of the Babangida"s foreign policy tailored along the 

lines of Economie Diplomacy. They believe that Babangida, in 

~is policy initiatives, has inaugurated a profound posture for 

Nigeria in the comity of nations~. 

It is doubtful whether the posture arising from Economie 

D:i.plornacy r.1hich Ola.gunj u and Oyovbaire idE:int:i.·fied 1,,rill enhance 

Nigeria's role in the world, in her sub-region, in Africa or 

even revitalize her own economy. 

1.. 2 Re:s.ea.rc h .. ..P r·.o.b l.erns. 

The problem which this reasearch addresses include the 

following research questions; 

(i) 

( U. ) 

( :i. v) 

What is Economie Diplomay? 

Is Economie Diplomacy a new thrust in Nigerian foreign 

policy initiatives? 

What are the circumstances that brought about Economie 

Di p 1 oma.cy? 

What are the consequences of Economie Diplomacy on 

Nigeria's leadership role in Africa? 

(v) How successful has Economie Diplomacy been in achieving 
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.1.~:;. 

Nigeria"s foreign policy goals? 

What are the effects of Economie Diplomacy on Nigeria"s 

foreign policy in general? 

To the social :::;cienti:3ts, undE!rsta.ndi ng soci,:i.l phE:inomenon 

requires an intellectual theory. And because each event has 

some unique features, there is a need te search for a general 

01><p1anation .. Theorising in International Relations is the 

result of such a sea.rch. One of the theories that has been 

qui te usef ul in Inter-national t"Eilations 1s the theor:'>1 of 

imperialism .. Within the theory of imperialism has emerged the 

dependency perspective .. 

this perspective. 

This study will be located within 

1 .. 3 .. .T. h~~.Q. CY ..... QJ ..... lW.P.'ê. C JJJ l 1.:f.~.IJ!. 

ThE,i theor--y of modE:t"n :Imper--iali~;;rn ha~,; 1t:,s or'igin frorn 

around 1870, when it was formulated as an attempt to study the 

rapid expanston of colonial empires. It attempted to explain 

the sudc!en and rnornr'.lntous r:;i>,:pan:::,ion of coloniali8m .. Initially, 

the theory concentrated on the economic contradictions within 

advanced capitalist countries where there had been tremendous 

expansion of capital and tremendous declining profits. This 

dE~c:1 :i ne of p r~o·f i. t:~; made eco nomi st:s of t hE,i PE2!r- i od to SE9eh 
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e>.::planat:ion foi-- thEi t:1--end. D:ifferent p~:irspectives to the 

problem emerged. Prominent among these perspectives were the 

L:iberal and the Marxist Schools. 

These scholars, mainly economists, seemed to be unanimous 

in their assumption that the rate of profit would tend to fall 

over a long period of time. This is because the laisser faire 

Laissez passer policy made national economic progress to be 

determined by priv,3.te inve:::·,tm~~nt: vis-·a-·vis p1--ivat:e profit .. 

And high profit would increase sav1ngs, investment and 

consequently economic growth .. On the other h,nd, low profit 

would lead to low accumulated capital and static production. 

Liberal and Marxist Scholars tried ta seek for an explanation 

to this declining tendencies of capital. 

Liberals like Adam Smith saw the reason for the declining 

r--ate uF profit in e><ces~dve competition 1.,,1ithin each country, 31 

Thomas Malthus sa.i..,i dimi nish:i ng retLwn~$ f rom :i nvEistment as 

be :i ng the ca use 32 , Stuart Mi 11 bel ie·vEH.i that i t was as a 

n:i:sult of each country "s natur·al endm\crnent:33 , S:is:imondi d~:i 

S :i. smo nde34 a ne! F·, c· ,..-1 I·> e r· t· u ,:· 35 
~. ) .... 1 ~ , .... ") argued that highly developed 

capitalist econorny produced more than they could consume and 

because of the low wages of the working class, they coule! not 

purchase rnuch. This, thercifore, led to over-production and 

consequentJ.y, dec1ine of pt~ofit over-- time36 • Hobso n s,:H,\I 

under-consumption and over-saving as the drive for cap:i.tal:ist 

,, ... 
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He perceived the new 

imperialism as being the response to a certain maladjustment 

within the advanced stage of contempora0y capitalist system~. 

Of these Liberal Stholars, Hobson believed that the decline of 

profits over time brought about a need to look for outlets for 

the eve r g r-01.", :i ng capital el sei,.,, h1:j r-e. 

outside Europe manifested itself 

Th:is need to :inver~t 

in the emergence of 

colonial:ism and consequently, imperialism and vice-versa. 

The classical Marxist perspective view capitalism as a 

dynamic and expanding system. Prominent in this ~chool of 

thought Karl Marx 39 , Leni n40 , FWsa. 

percieved imperialism as a special stage of capitalist 

developm~:int and, by extension it speaks of the epoc h of 

irnperia.1 ism47 . The Marxist scholars believed that imperial 

expansion was the necessary repense to . the inten1a.l 

contradiction of declining profit. They saw under-

consumption; economic· surplus and the rising organic 

composition as the cause of the declining profit. And because 

of this declining profit in Europe, surplus capital was driven 

out of Europe to find outlets. The new imperialism was seen 

as the natur-al 1--~:isult. The necess i ty f o t" expansion ma.de 

imperialism to incorporate the world through colonialism .. 

Colonial territories became appendages to .metropolitan 
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home market. a reservoir of cheap labour and raw materials, an 

outlet for the need to export capital. The more monopolists 

developed, the more the shortage of raw materials was felt, 

the more intense the sources of raw materials throughout the 

1,,1orld and thEi mot~e desperate the acquisi tian of colonie~,; 

became48 .. The struggle for territories led to the two world 

wars. The outbreak of the first world was the outcome of the 

r·E,i-··parti tion of the vwrld amon,g capital hst monopol :i.st:::'> 1,,.1ho 

were looking for outlets for their capitals. In Lenin"s word: 

th1::, first irnpet~ialist 1,,.1ar of .191..4 1..918 \,\las 
invitably the outcome of this re-partition of the 
world, of this domination of capitalist 
monopolists, it was waged in order to decide which 
of the srnall gr·oups of the bigg~:)St state:s, the 
British 01~ the G~:)rman. 1.,\las to obttdn th~:i 
opportunity and the right to rob,to stangle and to 
Eixploit the 1,,,orld49 .. 

The end of the second world war brought about two analytical 

aspects to the theory of imperialism. 

The first aspect stresses the view frorn the metropoles 

and concentra.tes on the necessity and inevitability of 

econornic :i.rnperial isrn by thE:1 advanced c,a.pital ist E'iconornies. 

The imperialist powers central both the liquid and the real 

econornic resources of the underdeveloped nations. The 

relationship between the periphery nations and the center is 

the sarne ·as that which ex:i.sted between the colonies and the 

rnetropoles. This relationship has persisted even after formal 

colonialism. as these countr:i.es have becorne dependent on the 
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former metropoles. 

The second aspect stresses the view from the periphery 

and concentrates on the detrimental consequences of trade and 

investment in the poorer countries. This trade contributed 

largely to the underdevelopment and dependence of LDCs. 

J. •• 3 H 3 

The dependency theory arase in the mid 1960s as a 

response to the failure of conventional development theory to 

get to the root of the underdevelopment in LDCs. By 

definition, dependency 1s 

a situation in which the economy of certain 
countries is conditioned by th~:l development a.nd 
expansion of another economy to which the former is 
subj ected50 .. 

In a dependent situation, some countries (the dominant ones) 

can expand and be self sustaining, while other countries (the 

d<2:pendent one~:;) can do this only as a reflE:,ction of the 

dominant ones" expansion. 

Following from Marx"s analysis, the dependency theorists 

believe that dependency causes underdevelopment. 

Frank puts it that it produced underdevelopment in the past 

and still generates underdevelopment in the present51 • 

Dependency theor:ists di:::,agr-ee l•\i:i th L.eni n • :::; vün,1,1 that 
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imperialisrn developed colonized econorny ta the stage t'Yhet"E:: the 

latter can throw away its bonds. Rather, they believe that 

even if development takes place at all, the economy cannot 

escape its effects, so long as it is still dependent. They 

see the Multinational Corporations (MNCs) as the principal 

instrument of domination. The dependency theo1--y has given 

birth to three definitive theories. 

The exploitaiion theory holds that.LDCs are poor because 

they have be~n exploited. Their underdevelopment has led to 

the deve lopment of the co1-e. Sarnir Amin and Andre Gunder 

Frank belong to this school of thought:52 .: The Irnperial neglec:t 

theory views the expansion of the world capitalisrn through 

trade, investment and European migration as creating an 

International division of labour-, favouring some count1-ies and 

neglecti rig others. Thei t" pattEirn o'f t1-ade h;:1s cli fferent 

impacts on the periphery M. B. Brown wrote on this 

The dependent or associated development 

theorists bel ieve that dep(:rndency rela.tions undE:it" certain 

conditions can lead to rapid economic growth. To them, this 

kind of growth is net development because it prevents national 

independence. This is because continued economic dependence 

can prevent economic development. Peter Evans belongs to this 

· 54 VJ.8~\I • 

Despi tEi thei r di ffer·,r:inces" rnost deptrndency theo1--ists 
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advocated for the destruction of the linkage between 

international capitalism because of its consequences of 

underdevelopment. As Dale .Johnson puts it "dependency is 

imper i al i sm see n f r~om the pe r·spect ive of u nde rdeve l opme nt55 .. " 

This dependency shaped the social str~ucture of 

underdevelopment. As a result of this dependency situation. 

Africa. and especially the Nigerian economies have been 

severely conditioned by the needs of the dominant economies .. 

Offiong believes that although no nation has ever 

developed completely outside the world market. the difference 

between interdependent and dependent development is that 

growth in the dependent 
reflection of the expansion 
and is gearecl tm\1ai-ds the 
ec(ï no·n 1· .,.,,. 56 

- "1 .• ,::;;::, ••• 

nations occurs as a 
of the dominant nations 

need of the d.omi na.nt 

Economie dependency has a limiting ciondition of economic 

development because it could causr:~ domestic economic 

instability, external capitalist domination. repatriation of 

profits, foreign central on the conomy. prevention of 

self-sustaining indigenous entrepreneurship,distortion of the 

local labour market and promotion of authoritarian type of 

gove r nme nt57 .. 

Dependency cTeat,r:is situation of insufficient for~eign 

currency which makes the dependent countries to have 

difficulties in financing business projects. Consequently, 
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leading to calls for foreign investors to supply the national 

market with their investment in order to promote investment. 

Such calls for foreign investment are accompanied with high 

incentives. In response. foreign capital enters the dependent 

country with all the advantages. for example exchange central 

fcw the impot~t,,.tion of mac hi ne1~y is provided. si tes for-

installation of industries are financed, loans from foreign 

and domestic banks are provided 0 foreign aid is subsidized and 

there is also free re-investment of profits from such 

f ,:,·1c1•1r·"b] e ,-· 1· i--u·,,·1--1· on'-"' 58 
~,._ .,.. 1..,.. Cl, .. ': •• ~.~ .,... Ci, .... , ,,,:>, •• 

By and large. it is the foreign investor that gains at 

the end of the day and the dependent nation has almost nothing 

to gain from such a relationship. The dependent country still 

remains underdeveloped. exploited. impoverished. penetrated 

and most importantly overdependent. 

The features outlined under dependency theory are quite 

evident in LDCs. especially those that have introduced SAP 

t,,.d. th i t:s foreign pal icy cornplemE,int of Econc,mic Diploma.cy .. 

Dependency theory, therefore, provides us with a useful 

perspective to understand Nigeria"s Economie Diplomacy. 

1.4 
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On the basis of the research problems, these hypotheses 

have guided the research; 

(a) A new foreign policy thrust which has economic 

consideration in its fore-front is systematically 

undermining Nigeria's traditional foreign policy. 

(b) A deepening of dependent capitalist economy is related 

te an increased Economie Diplomatie activity. 

(c) An increased Economie Diplomatie activity resulting from 

a deepening dependent economic development is related to 

a decrease in focus on general African political 

problems. 

. 1. .. 5 .$. i,.9. n tf.. ;i,.ç_9.._ nç:_~ ..... P.f.. .. .T. tw ..... $:t. ~"-9.Y . 

A lot has been 1,witti::1n about Economie Diplomacy in 

general but very little critical research has been conducted 

on the area. This work will broaden our knowledge on Economie 

Diplmacy from the critical stand-point. 

From the theoretical stand-point, the study is signicant 

in elaborating some aspects of the dependency theory and how 

it relates to our own area of study. This will further our 

knowledge on the dependency theory. 

Looking at the work from the policy stand-point, the work 

t,\t:ill be useful to policy rnakEH~s in thE,dr policy ma.king 

CODESRIA
-LI

BRARY



vent u r·,::,s. 

The work _will provide very useful ideas to students of 

poli tical science a.nd especial ly students special isi ng in t'hr,~ 

management of international relations. It will teach them a 

lot about the management and practice of int:ernationil 

poli tics. 

I nt~l lectu,.::1.l l y, thE\ re~:">earch ~\,i 11 provide teachers of 

political science with useful and interesting ideas on foreign 

policy maldng. 

them. 

And it will actas a _useful teaching aid to 

On a general level, the research has made use of simple 

and clear language, theref ore, i t ~\i:i.11 be usef ul to even 

non-poli tical scientists in und0,r-standi ng hO\,\t thei r government 

behave in international politics. 

Considering the fact that the common men are the ones 

suffering most from Nigeria's eçonomic crisis, the research 

will provide them with a very interesting and clear 

understanding of government's involvements and behaviours in 

international economic relations and practice . 

. 1 .. 6 L._irn,i t:at:_io.n .... Of .... T_he .... St.udy 
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In conducting this research, limitation has been imposed 

by da.ta pr~oblern" Considering the difficulties involved in 

getting data up to the end of the Babangida era, the data that 

was available fo~ the research was from the beginning of the 

Babangida era to 1990. The data from 1991 to 1993 was quite 

U.mi ted. 

Inspite of this restriction irnposed by the data problem, 

the data that was available was sufficient to generate 

confidence in the conclusions that were reached . 

1.7 . M..© .t .b .9 .9 .9. J, .9. .fJ Y. 

For the purpose of this study, a variety of methods have 

been used to obtain the necessary data~ 

In the first place, secondary materials felating to the 

subject matter were examined. These i,,1ere found in the 

l :ibrariE:s i ncl udi ng the 1 ibra.r~ies of ~J.igi;:,d.an I nsti tute of 

I nter·national Aff a.i. r·s (NI Iti )and also, off iciaJ. documents, 

which included governrnent Gazzettes, reports and policy 

statements. All these were examined. 

Prirnary data were obtained through interviews with 

bureaucrats in foreign Affairs Ministry, retired Ambassadors, 
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Foreign Ambassadors, Offic{als of the British and American 

Ernbassies and i ndi viduals l1ho '11a.ve been i nvol ved in thE:i 

fonnulation and the irnplementation of Higerü:1.n foreicirr :'Al ;-r:y ... 

Indigenous proucers and exporters of primary goods are also 

i nte ni i ev,,ed" 

The third aspect focused on events data as reported in 

H:i.,gerian j,Jewspapers and Magazines and I nter--mi.th,n,:J.1 t·1a.gazi ne~;; .. 

1N8 out l.i.ne .... of ..... c hapte r--s 

The ~\lor--1-< :i.s divided into five chaptens. The fir:::-;t 

chapter is a general introduction that introduces us to the 

theme of the research. The existi ng Li ter--ature on thE:? 

research topic is reviewed. This then leads to the research 

problem. To tackle this research problem, a theory has to.be 

used. These theories are indentified. Based on the problems 

identifiE:id and thE:i thec:rr-ies used, hypotheses .. -u·e formed t:o 

guide the research" The significance of the study is 

enumerat:ed and the methods used for the research are 

:i.dentified" 

Chapter t:wo reviews the various Higerian foreign policy 

fr--om independenc~:i to the beginning of the SAP era. The 

different administrations' foreign policies, particularly the 

for·eign E:îconomic pol icie~:; are ,:i.nalysed in sequence" This 
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chapter introduces us to the third chapter. 

Chapter three begins from where chapter two stops. It 

starts with the introduction of SAP and what it entails, how 

it is related to Economie Diplomacy. Economie Diplomacy is 

seen as one of the cornponents of· Sf.~P and the ,:::lebt crisi::..:; .. 

Economie Diplornacy and its objectives are therefore analysed 

in the second part of chapter three. The diplornacy of cost 

consciousness in Nigeria"s Economie Diplomacy is analysed. 

Chapter four focuses mainly on the realization of the 

objectives of Economie Diplomacy. Issues like foreign 

investments, debt rescheduling, debt conversion and debt 

forgiveness are analysed. 

Chapter~ fi v~:i is the last chapter of the study. This 

cha.pter~ concentrates on the signi f icance of Economie Diplomacy 

on the Niget~ian Foreign Policy under- the Babangida 

admi nistn:1.tion .. This chapter ha~; fc.:)ur sub----sections viz .-.. 

summar~y crf ·fi ndi ngs, concJu:::~ions, impl ica.tions and 

recommendations. The examination of these sub-sections forms 

the significance of Economie Diplomacy on Nigeria"s foreign 

policy. 
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Chapter-

N I.CiER lflH ... f'ORE I.C,H ... .POL r.cv. ... .I.N ... .PERSPECT I.VE 

2 .. 0 .I.nt_r-od.uct,i o.n 

Nigeria got her independence at a time when Africa had 

gained recognition at the International Community, especially 

through representation at the United Nations (U.N.). This 

representation became very important in Nigeria' s forei~11·1 

policy· pu,~suits. Pit th:i.s time,, ~Hgi::,r:ia t,,1as n:ilat:ively an 

economica11y poor country. Niger-ia • s size and population" 

having put her in a leadership position in Africa. made her to 

assume a lot of leading responsibilities. 

The principles of Nigeria's foreign policy was laid down 

by Sir Abubakar Tafawa. Balewa in 1960. They included 

pr·inciples that guided r·Hgeria's polic:ies .tm,1ar·cls r1frican 

countries, United Nations, Non-alignment and national economic 

growth. Balewa's successors reiterated these principles and 

in some cases made some adjustments. 

In the pursuits of Niger:ia's foreign policy from 

independence ti11 quite recently, Africa had always been seen 

as the center p:iece of the nation's fore:ign policy. This is 

1.o1Jhy Ciambar-i t,,,r·itEis that: ''r1frica. 1s the pivot ft~om 1,,ihich the 
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!,\1heel of 01-.w foreign pol icy radiat:es "1 .. 1~j ene, on the othE:W 

hand, believes that in reality, the reverse is the case2. He 

gives the reason for this as being in the conditions of the 

nation's external environment and its historical background 

which have forced the country to reverse its priorities at the 

International scene, especially with economic crisis Ajene 

further goes ahead to give the reason for this reversal of 

priorities as being that the nation's relationship with the 

external world has become of greater importance than that with 

African countries3 .. 

For conveniency of analysis, the different Nigeria 

administrations'foreign policy will be broken down and 

analysed. The breaking down of the various administrations 

1,\1i 11 make i t possible and easier to see the vad.ations in 

styles and objectives of these different administrations in 

their foreign policy pursuits. The breaking down will also 

bring out clearly the variations in manners of management of 

these different people. And because these people are 

,:::l:i.ffE!l-ent individuals !,\d.th d:iffen:int thoughts and pe1-spectivE:s 

of solving the same questions, it is very important ta break 

down the different administrations. Spec:if ical ly, for·eign 

policy on trade, non-alignment, Africa and the United Nations 

(UN) are ta be analysed. 

CODESRIA
-LI

BRARY



33 

2 ... 1 S.i.r-.... Ab_uba_ka_r-.... T af tn,1,:1. .... Ba.1 el,,•a ....... .1960 .... --.... .1966 

Sir Tafawa Balewa came to power at a time when the world 

was militarily, economically, and ideologically bipolar. To 

be able to attend to his young country's developmental 

problems without involving himself in the cold war, Balewa, 

conveniently opted for his policy of non-alignment. 

outlined the general principles of his foreign policy after 

i ndependence in a :::;tTong l,,1or-ded statement .. His for-eign 

pol icy. he cleclr:ffed. l•\•ould be "founded on Higeria • s i nt:erest" 

and ~\1ould be "consi:1s.tent l,,1:ith the mor-al and democr--atic 

p1-inciples on l,,1hich our constitution 1:s ba.sed" .. Foreign 

Policy on each oc:ca.sion l,,1oulcl be "sedected i,,1ith proper 

i ndE:ipe nde nt obj ect i v i ty" .. And full attention would be paid 

"to the opinions e><pressed by our t"epr·e:sentatives "4. r:.rt 

i'nciepEindence the country's Eirstl,,•hilr,:, colonial economy changed 

to a nec-colonial one. And to transform this neo-colonial 

economy, the nation would have to control investment and trade 

pa.t:ter--n .. 

Industrial survey in .1966 revealed that priva.te foreign 

invest:ment accounted for 70% of total indùstrial invest:ment:, 

90% of total investments in industrial chemic:als, 80% of total 

investments in grain mill products. food preparation and soft 

clr-:inl"~:;, and at least 60% of t:ot.::1.1 :investment: in bn:i~,ting, 

textiles, vegetable oil and footwears 5. Not only these, the 
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ban Id ng. insurance ~se r"\' I ces and shipping 1 i nE::S 

comfortably dominated by foreign private capital. 

The reason for this foreign capital dominance was not 

far-fetched from the fact that Nigerians, then, either opted 

for full time politics or· sala.ried emplo:;s11fü::nt t"ë:i.ther than 

private business. The politicians were then concerned mainly 

(,,Li.th maintaining fr--iendship l,,iith thE:: fot"Ed.gn finns in ordet" to 

get credit supply and other kinds of patronage. The failure 

of the political class. at this time. to divorce politics from 

Eolconomics ma.de it possibli2: for thi::,se for·eigners to consc;,lidate 

their dominant role. Even the small numbers of the 

businessmen collaborated with the political cJ.é:J.ss to 

consolidate the foreign dominance. Any cipposition. at this 

time. to foreign capital domination was perceived as a means 

t:o aggr-r:1.ndizE:: thé rul i ng class. 

dêscribed by a critic; 

The situation l1~as be:::.t: 

The political elite lol)Bt"e rnanoeuvr·ed by the thE:i 
colonim.1 mast:er--s into a position in lo\ihich 
consti tutional clEibates for-- ~:d·1ar·i ng out national 
power and slender national economic facilities 
blinded them io real issues of economic freedom6• 

The political ·elites did not see poJ.itics as a rneans to 

gaining this economic freedom. 

Balewa"s period was a period of uncertainty in 

international poJ.itics. This is because foreign policy, then. 
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1.,\1as based on tr·ial and er--ror. I t l-\lEJ.:::; bec a. USE:) of th i ::s 

uncertainty that his government was surrounded by ambiguities 

in his international pol icy p1..wsui ts. Pd. though his extr·a. 

-African policies were described as non-aligned, very few of 

his actions could be so described. His government was indeed 

aligned with the Western Bloc. Restrictions were placed on 

journeys to Soviet Bloc countries and importation of communist 

.l:it:erature. Not: only th:is, Soviet aid and trade, were 

disco u ra.ged .. Until the end of Balewa"s reign, there was no 

Soviet Bloc investment in Nigeria. On the ot:her ha.nd, 

BalE%\1a 's pol icy of non--·al ignmc!nt clE'iarly and conv~:'!niently 

al igned Higeria \,,Ji th the ca.pi tal ist 1,,\1ay of deivelopment by 

encouraging private Western foreign investment as against the 

This, as earl:iet" said, helped to 

st:r·enghtE:)n the l1Jestern influence and clominancE~. Balev,,a '' s 

practice of non-alingment has often been criticized greatly. 

Thi~~ is ~seen in Tul,.:ur· whE:in he lamr:ints bitter·ly tha.t "Nigeria.":::; 

foreign policy leadership never seemecl to have attempted a 

Decisions ~\1ere ba.sed on 

pn:ij udice r·athet" than ca.lcula.tion:;:; "7. 

ElalEH,,1a fa.i lecl to di ver·si fy the di rection of fon:dgn trade 

and the sources of fore:ign assistance from the West .. He, for 

instance, failed to recogriise East Germany for fear of losing 

West Germany"s a.id. This stance became the most conspicous 

defect of the admin:istration's foreign economic pursu:it and 

the incionsistencies surrounding it. 
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The v-Jestern capitalist countries vindicc:tteid this pro·-1/.Jest 

a.tti tude by di recti ng a hi,gh vol urne of a.id and loans to 

Nigeria. Balewa remained faithful to the basic principles of 

orthodox economic liberation and great indifference was shown 

trn,,,ards the social ist mode of development. This a.clamant 

messianic faith in orthodox economic liberation has always 

been seen1 as the aclmini:::;tration's "achilles heels" this is not 

only because this system was opposed ta nationalization but 

also because it over-reliec! on priva.te foreign enterprises. 

The rate at which Western aid was coming to the country was so 

great that Chief Okotie Eboh submitted to his colleagues that: 

There are occasions when we cannot help contrasting 
massive financial aid which was poured into 
countries which are in danger of joining the 
Communist Bloc, particularly from the government of 
United States. It is our impression that a country 
has only te appear to be flirting with the 
Communist Bloc and substantial assistance is 
irnmediately coming from the Western dernocracies8. 

Balewa's continued neecl for Western foreign aid forced 

compromiseis in non-al ignrnent and narrrn"•ecl the spE:,ctrum of 

choices opened to the makers of foreign policy. This was why 

the administr~ation's econornic r·elations !,\1ith the l11!ester·n 

countries has been criticizecl as contraclicting and mocking the 

nation's foreign policy of non-alignment. 

Balewa's policy towards Africa can be seen in the 

conferences that culminated in the formation of the 
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Organisation of African· Unity (OAU). f'1s a result of the 

leadership bequeathed to Nigeria by her size and population, 

Balewa took the i nitia.ti ve by organizi ng Pan-·Af r·ican 

Corrf ei-encE;is and evE;intu,::1.l ly resol vi ng thr~ Ca~;sablanca and 

Brazzaville Blocs conflidts which g,ve birth to OAU. With the 

founclation of OAU, Elalewa and thosEél \,\lho suppor-ted co-:ope1~ation 

within African States emerged as winners. r~)nd advocates oi" 

full political union and positive neutralism like Kwame 

Nkrumah and Sekour Toure, though net ignored, were isolated9. 

Balewa made his first statement on Congo on 7th October, 

1960 when addressing the U.N. General Assembly. He suggested 

an African solution to the problem. His government offered 

Congolese students places in Nigerian education system. He 

suggested the same thing to other African leaders. To bring 

to an end the incessant killing of :i.nnocEn·1t Con<o-1olese, hEt 

instructecl the Niger:i.an troops on reconc:i.liation mission to 

Congo_ to "übey the UN commancl" 10 and be uninter·e~;ted in the 

Congo affair itself. This instruction was given because of the 

di vision of Af rica.n leac!Eélrs -in thE;ii r suppcwt to the Congo 

crisis .. Nigeria"s commitment to the reconciliation of the 

Congo crisis earned her the chairmanship of the UN 

Conciliation Commission in the persan of Mr .. Jaja Wachukwu 

(The Nigerian Representative at the UN and the Federal 

Minister for Economie Development). 
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Ba.le1 .... ,a '~s position .. Pt"inciples like legal equa.lity of a.11 

African States, non-interference in Interna.! Affairs of 

States, respect for sovereignty, independence of States, and 

unity without political integration, were all his principles .. 

Not only this, colonialism and aparthied were aften condemned 

by Balet,\1a. 

In order to show his discontent for apartheid, Balewa 

went to the Commonwealth Prime Ministers' Conference in March 

1961 and fought vehemently for the expulsion of the racist 

government from the Commonwealth. Balewa's government 

campaigned ser·iou:sly aga.i nst the salE~ of anns and for· the 

imposition of economic sanctions on South Africa. Balewa's 

administration also campaigned with other countries and they 

took measures that expelled South Africa from various 

international organisation. 

Elalevm' ::s gover--nment a.tt0cl·H:ld gr--eat impor·tance to the U. rJ.. 

In fa.et post-independence Nigeria attached great importance 

and pr·ic!e to ib:-, rnernbE:it"ship of the organisation. 

assured the U.N. General ~ssembly that his government would be 

active in the Organisation and even went further to assure 

them of' his ,gover·nrnent" s detE:irrni nation to , '' uphold the 

pr--inc:iplE~:::; o·i" the U.H. "11 . This BalEH,..,a's assurance is very 

important to Higerian - UN relations today, because Nigeria."s 
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commitment and dedication to the Utopian Principles of the 

United Nations have often been criticized along this line. 

Balewa saw the organisation as an instrument for 

pr·omoting i nternationa.l peace and securi ty and '"'"" <J,,::, a 

generator for clecoloniiation. This 1s why Tukur appears to be 

very cynical in accessing the Nigeria - UN relationship when 

he observes bitterly that Balewa"s government saw U.N. as a 

forum l,\1here Af r·:ica • :::, pr·oblEims and aspi r·at:ions "would be 

considered on the basis of justice and divorced from other 

si::d f ish considet~ations " 12 • Balewa was too eager to use the 

organisation as a means of mobilising support for her rapid 

developing economy. 

By January 1966, Balewa's Government was toppled through 

the first Nigeria"s military coup. Sir Abubakar Tafawa Balewa 

was assasinated during this coup. 

2 H 2 .M.@.5.12.c ..... Q.@.o.~.c.œ .. l ..... B.ç1.i.:J.i"J/.J ..... J.c.9.D.:2.J ... : ...... ;f.<f~-.D .. ~ ..... .J:.?~.~1.9. ..... ::~ ..... J.~1.l':i ..... .i~2.??.ç~ ... ~ .. 

Major General Aguiyi Ironsi ascended t6 power and 

continued Balewa's highly criticized foreign policy. Because 

he was pre-occupied with the domestic problems, he treated 

foreign policy as a routine matter and handed it over to the 

civil servants. These civil servants continued 8alewa"s 

foreign policy. 
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Irornsi's administr~ation l,,.1a.s toppled bat~~-:ly si>< rnonth~; into 

his regime. His toppling had nothing to do with his foreign 

policy .. The coup ~\1as a continuation of his predecEissor'::;; 

interna! problems. 

resulted into a civil war .. 

Gie.ne_r.a .. l .... Y a.1-c.ub.u .... Giowo.n ...... 1966 .... -· .... 1 97 S 

General Yakubu Gowon came to power and still continued a 

policy that was the stereotype of Balewa's foreign policy. 

Although by mid 1960s, it t..,ia::s possible to discerna 

stronger official interest in increasing local control on the 

economy, the sa.me Balewa's policy of open priva.te enterprise 

economy was upheld in the 1962 - 1968 Development Plan. The 

Plan emphasized the pursuance of the Indigenization of the 

economy, net by nationalization of foreign companies but by 

helpi ng the local businessmen to r·ise to the occasion13 .. 

In 1968, the gbvernment promulgated the Companies Decree 

that adopted a more r~eal istic attitude to1A1ards pri vate foreign 

investment 14 .. This Decree was to monitor the growth of local 

subsidia.ries of Multinational Corporations (MNCs) and bring 

them under effective local control. Another Development Plan 

that was aimed at accelerating the growth of the public sector 

t,\1as the 1970 - 1974 Plan .. This Plan propos~d an eventual 

nationalization of priva.te enterprises 15 • 
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All these policy changes and Plans were represented in 

the 1972 Indigenization Decree. This Decree barred aliens 

f rom 33 i ndustr .. ies v,ihere capital i n·,.;estE~d ~\1as less than 

N400,000 or the turn-over less than Nl million. It f urthfn .. 

went ahead to reserve 22 Industries exclusively for Nigerians 

t,\i:ith effect fr .. orn Mat .. ch 1974 16 • The DE:icr--ee becarne thr:i fir .. st 

.:1ttempt by the goVE:)n1ment to mi nimize th(':l chronic for .. ei~Jn 

domination of the economy. 

the Nigerian economic scene. 

The Decree helped to indigenize 

The Nigerian indigenous producers concentrated on 

contracts and import trade. Everything was virtually imported 

until the global capitalist crisis and the oil glut made the 

indigenous enterpreneurs to collapse. This problem brought 

i nto focu:::-; the economic foundation of Niger .. ian for·eign pol icy. 

Before the civil war, Nigeria did net realise the 

importance of propaganda in diplomacy. The Biafran Propaganda 

succeeded in persuading the International Community and 

Organisations, including the Pope, that Nigeria was bent on 

genocide .. The war taught Nigeria some lessons. The fin;;t 

lesson was that, you do not have a permanent friend but a 

permanent interest at the International political scene. The 

second lesson was the need for friendly neighbouring African 

countries. Thi rdly, the ~\lat.. made Nigeria ta real ise thEi 

importance of OAU in resolving the continent's crises. This 
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1s because OAU made it impossible for Biafra to be recognised 

at the International Community. Fourthly, the crisis wa~ ~n 

eye-opener for NigEwia to n·:i-·exami ne her~ relationship l•\IÎ th the 

s upe-i r poi ... ,e rs. Finally, the war made it very necessarv ~or 

Gowon to re-define the country's policy of non-alignment. 

The end of the war marked the beginning of Gowon's true 

definition of non-alignment. He visited the defunct Soviet 

Union, China and other Eastern Countries that assisted him 

duri ng the t,var t•.1hi le at the same tirne mai nta.i ni ng trading 

relationships with the Western Countries, even though they 

refused to assist him during the war. By 1971 Gowon took 

Nigeria to Organisation of Petroleum Exporting Countries 

(OPEC). This period coincided with the period of political 

peace and oil boom. 

At the Af rican foreign Pol icy level, Gm\lOn pJ.a.yed a. 

leading role in the formation of Economie Community of West 

African States (ECOWAS) in 1973. He contributed one third of 

the capi t,:1..l set as ide for co-operation, compens,stion and 

development. Successive goVernrnents after Gowon did not show 

the same enthusiasm towards ECOWAS, thus, they wanted to see 

the immediate benefit in the Organisation for Nigeria. In 

this light, the regime that succeeded Gowon demanded and got 

a reduction of the country's contribution towards the budget 

of the regional Organisation. Nigeria, during Gowon, had its 
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caxdina.1 po1icy as Africa 17 . It l0\1as at this tirne that the 

nation started playi ng a 1ea.di ng ,~oJ.e in the continent:, 

consequEintly, the big brothe1- role. The t·~ige1-ia' s cliploma.cy 

tol"1ards f;f 1-ica could be cal l~:id the "Father· Christmas 

Diplorna.cy". Thi:;s r·o1e sa!,,1 Higeria. dol i ng out mon~:iy to Af r·ica 

Liberation Movements and the Carribea.n Countries who were in 

need. 

Gowon's era marked the beginning of the status of 

continuity in Nigeria.n foreign policy. By 1975, when Gowon's 

moneyed regime wa.s changed through a military coup, serious 

domestic problems ha.cl beclouded concern for foreign affairs. 

2. 4 Ge.ner.al ... }1.u r·.t.al.a .)1oh_ël.mm.e.d ........ Ju1.Y ..... 19,75 ........... ..Feb ..... J.976 .. . 

foreign policy an epoch activity. He was able te shun the 

Western capita.list structure. Mohammed, popular1y known as 

Mur-tala, has often been described as an activist in pursuance 

of his foreign po1icy. 

As a resul t of th~.) impn:,vement in thr:i oi 1 i ndustry, 

Nigerian economic position did not need foreign financial a.id 

for- development. As a matter of tact, Murtala was ab1e to 

J.aunch a b/30 bi 11 ion Developmental Plan in 1975 to\il thout:. 

fot··eign capital 18 . The oil boom helped greatly in improving 
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the country's econornic position, to the extent that the need 

for forEd.gn capital aid was net seen as a means of 

developrnent. 

On the African scene, Murtala saw the role of the Western 

pm1,1ers in their support of FLrlr~ and Ui'J.ITA of Angola a.s a. 

situation i..,1hich 

merely provides the occasion to recreate the 19th 
century partition of Africa into spheres of 
influence where predominant consideration will be 
the interest of the bi~ powers without 
consider-ation for the i nal ienable r-ight of the 
r-H ricans 19 .. 

He saw the disagreement in Angola as being 

much deeper danger- of e>(tr-a --· r-~f rican pm1,1ers in 
collusion with the inhuman and obnoxious apartheid 
regime in Pretoria trying to fraustrate the will of 
a people who ha.vi ng su:s.:;ta.i ned a her-oic str·uggle 
against a most brutal colonialist repression, are 
on a threshold of glorious dawn of national 
determi nation20 .. 

Murtala therefor·e accorded cl:i.plornatic r·ecogni tian to Dr- .. 

Augustinho i'J.eto led people's MPLA government. 

As a result of his hatred for-apartheid, Murtala placed 

economic sanctions on the racist regime of South Africa. He 

laid. a strong emphasis on the ne~d te oppose apartheid. He 

made it clear that Nigeria could net co-exist with the racist 

adrni nistr·ation. To support the people's movement towards a 
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permanent liberation in South Africa, Murtala gave aid worth 

over N13 million to the MPLA war effort, although h1s 

gove1-nment and MPLA ~1,1ere ideologica.J. ly di f f erent21 .. Murtal a 

t"Eiadi ly suppor·ted other· l iber·ation rnovements in t·J.amibia, South 

Africa and Zimbabwe. 

General Murtala Mohammed's greatest victory would have 

been in the uprooting of the existing neo-colonia.l structure 

but his premature toppling and assassina.tien did net make this 

dream corne th1-ough .. It to\ra.s a.ctua.l ly bel ieved that these-i 

Western capitalist countries sponsored the coup that ousted 

and killed him at the end . 

.Gg ns1. c.st J. ... .o. J. M.~~.9..n '-:!. n .... OJ.?..?..$..?.. n.J_ç,_ ,, .... J,.9. 7..9 ..... ::: ... J,.9..7.9. .. , .. 

Gene1-,:ll Olusegun Obasanjo, ~1Jho \,\ras Mur·tala's d~:iputy, cam~:i 

to power after the assassination of the latter and continued 

his foreign policy. However, his own activities were seen as 

echoes rather than concrete actions. Because he lacked the 

radical and sophisticated moves of his predecessor, he could 

net alter the nec-colonial structure and the foreign policy 

implications. 

One Obasa nj o ':::-; the 

national ization of the assets of Bd. tish Petroleurn Company 

(BP) .. HEi j usti f ied thi:s action as h:is r·eact:ion to British 

CODESRIA
-LI

BRARY



46 

PE:n~mission to e><port oi 1 t:o South Pif 1-ica t:hrough BP. He 

believed t:hat: thi~$ E3r-i.ti~:;h's action through BP ~,,ould mal,.::E:i 

Higerian oi 1 avai lable to the 1-acist gover-r1rnent, agai nst 

• • • • I 22 i'hgir:ir1a s \,\Ils 1 .. 

The only significant: external borrowing by Obasanjo was 

the Euro- dollar loan of $1 billion to finance projects like 

pipelines, st:01-age tanl,,;s,, refineries at Kaduna and 1;.Jarri, 

Cernent factories, Pulp and Paper ·Mills at Jebba, Iwopin and 

Cala.bar, Sugar Projects at Savannah and Sunti Lafiagi, Iron 

and Steel Plants at Ajaokuta and Warri and Port Development 23 .. 

The construction of the Lagos - Ibadan Express Way gulped 

N178 million, N229.5 million was spent on the Benin - Shagarnu 

Express Way. The Aladja Steel Cornplex consurned Nl.26 billion 

and the Ajaokuta Steel Mill was to gulp N3.5 billion. This 

E:l><penclitur-e called for· c:H1othe1~ Eur:-o-rnar-ket loan of $.L145 

billion24 . This loan was used to finance the same or sirnilar 

projects like the first loan. 

It is important to note that this 6xternal borrowing was 

very small and the effect on the econorny was a mild one and as 

a matter of fact, there was no debt crisis at the period. By 

1979, the oil sector had picked up again. 

barrel rose to $44.4 a barrel in 1980. 

The price of a 
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In his foreign policy towards Africa, Obasanjo launched 

a South Afr--lcan reliE"d: fund in all the .1.9 States of thE:t 

Federation. To support this fund, civil servants from all the 

states ,,\,E:Jt"E:'! requested to cont;r-ibute 2:1; of thei t" monthJ.y 

salary. 

Funcl. 

Businessmen also donated generously tot,\1ards this 

Obasanj o 's government sponsored over one thousand 

students from South Africa. Zimbabwe, Mozambique, Angola and 

l'!amibia in l-...!i,gerian Institutions .. This period marked thE: 

begi nni ng of i nter·nal participation in for--e:ign pal :icy. ttwough 

mobilizat:ion. He contributed greatly to the independence of 

.Z :i rnbabt,\IE:!. 

In trying to f:ind a solution to the Chadian cr1s1s. the 

L.agos Piccord ~\,a.:s signed by the \,\1ar1ing faction:::; and the 

African leaders. Obasanjo saw Nigeria"s National Security as 

the pr:imary objective behind his involvement in the crisis. 

In order to protect the nation's security, Obasanjo involved 

the country in the Chadian search for peace under the Lagos 

r::·1cco n:I .. Obasa nj o de:::-;c r--i bE:!d t hr:2! situation :in Chad as "a. dE:lE"":ip 

and fostering wound which must be healed before its cankerworm 

(··c-- t1<c 111·n,,.,<.. .,., 11 "25 
~I .,.1 ..;;;. ~• \;~•~ M 1~ ~, H Hi;:.,,, , >4 He laid emphasis on a peaceful solution 

to the cr·isis .. 

The period between 1975 - 79 becarne the golden era of 

Nigerian foreign policy. The activist foreign policy 

initiatives laid a solid foundation for Nigeria in the comity 
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of nations. By the time Obasanjo handed over to a democratic 

government in 1979, the gain of the period became lest. This 

is a very i-1nfortunate th:i ng to ha.ppen to Nigeria at th:is 

period. This period ushered into the Nigerian environment a 

v1c:11-y rernar-1-rn.ble negative change in Nigeia.'s dorne~s.t:ic and 

foreign policy postures. 

r-~ l.haJi .... s he h u .... Usma n .... s haqa ri ....... 1979 .... --- .... 1983 •. 

Alhaji Shehu Shagari"s election .to power between 1979 ta 

1983 coincided with thE:'! per·iod increase in the 

international price of oil from US $14.9 per barrel in 1978 

and $33 in 1 979 and $44. 4 in 1980. Shaga.1-i did not only 

liberalise imports but also reduced tariffs. Consequently,, 

there was a drarnatic :increase in public expenditure. This 

increase led to the introduction of various fiscal measures 

such as the approved user scheme. This scherne deepened the 

dependence of Nigerian industries on foreign inputs. 

According to the World Bank Mission, econom:ic a.ctivities 

::..:;h:ifted sha.rply to inter·nationtll trade, intE:lrnationa.l and 

. ...Jcm= ·t1· f 1· n ne"' =er · c s ,·.•n,....J cc--:n-:::.·'L-1-uctJ·.c·,11 c,·",- 1-e•P.]. «is~~,·-.1.t·.e 26 • (,1.J •:::S C ,3. ~s::,~:,~ Vl e ... '-' ....i •' ~ _ "' ,a .. L 

Consumer goods importation rose from N3.968 billion in 1978 to 

N4.667 billion :in 1979. Importation of raw materials tha.t was 

Nl.880 billion in 1978 had skyrocketed to N3.038 billion by 

.198127 . 
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Shagari's crust for foreign capital aid made investment 

and trade credit, the foreign governments and the World Bank 

Capital aid ta rise at very alarrning rate. As a re$Ul t of 

this, foreign debts senticin,g j umped fn)rn 8.9% in 1982 to 

·1 ·7 4"' • "LCS?: 28 .. . .. -6 1 n . ;1 ,..., • This debt service growth rate made the oil 

revenue to fall from $12.8 billion in 1982 ta $10 billion in 

J.983. This enormous fall affected the balance of payment. 

society, economy and public finance seriously. The foreign 

exchange reserve that was $10.235 million in 198ci drastically 

dropped ta $1.600 million in 1983. And the growth rate of the 

Gross Domestic Proc!uct (GDP) that l·\'é:J.s 5.9% in 1979 a.t the 

beginning of Shagari"s tenure, had dropped to -6.7% by 1983~. 
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Table 2.1: GDP Growth And Oil Export Revenue. 

r-·-·-··-····· --·-·····---·-····-··-··---- --···-·--····--· _ ..................... -....................... _., ..... ·--···--··-· ........................ -.... -' ..... _ ...................................... -- ---... ·-····--.. --... -....... ' 

11 •• 
::., 

1 Million Change 

:;ul:-pJU!:: .. l 
ÜE•'"i: i Ci t Dn 

BOP Cutr·ent 

Fott:,:tqn 
E): r.hëinqt-:· 
Re::.f:~:-\rE·~-

GDP 

•, ·~ 

J\!on··-Oi l 
Gr·oi,.~th 

l 9 7 -6 9 .li l.) li ~t I:!, l1, .·,:_, -, 5180 0.4 8.2 

1 ':~ j / 

1978 18B7 

·- 21 ~ '"'l .... ~=-\ u l 

The increase in the oil pricing and revenue from ~33 

per barrel in 1979 to ~44o4 in 1980 increased the revenue 

from t1S,6S7 million in 1979 to ~22.408 million in 1980 and created 
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a false illusion for Shagari. The structural problems facing 

industries were concealed. Thus, Shagari opened the floodgate 

of imports in 1.980 and exposed the country to debt crisis. 

Between 1.980 and 1.983, the country started serious borrowing 

from the International Capital Markets (ICM) and accumulated 

huge debt burden and, thus, the debt crisis. 

Ba.r-ely one yeat" i nto the Shaga1-·i admi nistn:rtion. the 

nec-colonial political economy had begun to be manifested in 

economic crisis. This crisis affected Nigeria's relationship 

v4i th her neighbour·s (ECOlt,1(.',S States) v,1hich n:',sulted in thEi 

expulsion of Ghanaians from the country. This administration 

ushered into the nation, again, pro-west biases in Nigerian 

foreign policy. This made the administration to incur a lot 

of hugE:'! debt:s to f L.ir-ther· help in deepeni ng thei country• s 

dependency on Western capitalist economy. 

Shagari operated a conservative foreign policy and the 

liberation of the economy from the nec-colonial economy wa~ 

not given any consideration. As result of Shagari's financial 

indebtedness, he had to apply the Austerity Measures. 

The admi nL:;tration has often been cr·i tici.zed of launchi ng 

Nigeria into an era of deepening dependence. Shagari turned 

the activist foreign policy of Murtala/Obasanjo into a 
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passivist one. Prominent among his lapses on African foreign 

policy were the Cameroun border clash in which some Nigerians 

~\tEn-e k i 11 ed, non·--· r--ecog nit ion of t lvi:l S ha n:i.t.,\ti (.) rab Democ rat i c 

F·(epubl ic (S1:)DR) and Niger·ia' s endorsernent of the lt,Jestern 

position ~n Narnibian Independence. 

Shë:i.gar~i 's policy on Chad has often beE:in dE:iscr~ibed as 

being arnbiguous. The analysis of his era would therefore not 

be completed without a detailed examination of this policy. 

By the time Shagari ascended power, the Chadian crisis 

had witnessed an unprecedented level of foreign interference. 

Nigeria saw the crisis as a threat to the socio-economic and 

sE:icur·ity ~\tell -·being of the nation. This ~\tas because the 

crisis had bE-:?E:in goi ng on for a. decade and a consistent 

conflict could spill over· to Niger~ia,, if not checl,.;;ed. Not 

only this, Chadian refugees, who were already flooding into 

the country, could be used to destabilise the country. The 

Nigerian position to this crisis could be described in the 

t.,\1cn-d of a pol icy rnaker that "if our~ br~othE:in5 are net in good 

sta.te, t.,\te ~\ii 11 not be in ,~ood state" 30 
.. 

Consequently, Shagari felt obliged under the Lagos 

Accord, signed by his predecessor, to maintain the objectives 

of the Accord. Shagari therefore gave the Chadian crisis all 

CODESRIA
-LI

BRARY



53 

the diplomatie, political and economic assistance affordable. 

However. the Nigerian ~ssistance was net enough ta meet the 

needs of the Goukouni 11,Jeddeye led Tr-a11sition Government of 

Cha.cl. He theri::iforEi s:igned a rnutual dehrnce "tTeaty ~1,1ith 

Ghaddafi's government of Libya. 

tilthough Libya t,\1as not SE:iE:in as a. secur·it:y thr-e.:1t to 

Nigeri~. development:s withi.n Chad especially ~he Libya - Chad 

merger later led ta a Nigerian led peace keeping force in 

Chad. ThE~ force consisted of troups f1-orn Togo, 8Ernin, 

Senegal, Zaire, Congo and Nigeria. Nigerian reaction to the 

Lib),a - Chad rner-ger- ~\1a.s to expi::-:1 the staff of the Libyan 

embassy in Nigeria. P1nd in j usti fyi ng this action. Prof .. 

Ishaya Audu, the then External Affairs Minister, argued that 

"Higer-ia had al1,1,1ays made every Eifforts to mai ntai n and 

cultivate excellent relationship with Libya which the country 

regar-ds very important in the light of th,9i r common 

membe1-ship of OAU and OPEC 31
". Prof. Audu further went ahead 

to say tha.t i'ligi::-n-ia std_ ved to "mai ntai n cordil:i.l reL:i.tion:::; 

vslith Libya even undE~r circumstances n::garded as provocative 32". 

The last statement meant that althoügh Libya was provoking 

Higeria with her actions in Chad, Nigeria was st1ll 

interested in maintaining Libya's co-operation in the Chadian 

affair and friendship. 

Although Shagari sent a peace keeping force to Chad, a 
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precise mode of operation was omitted and he even maintained 

that his government was net bothered about 

who came to power in Chad, or for what matter, any 
of our neighbouring countries. but that accession 
to power. attained by whatever means did net negate 
the wishes of the people as appropriately expressed 
by them 33 

.. 

This statement meant that he was net concerned about coming to 

coup .. An i nference ca.n 

therefore be made that Shagari's administration was net even 

sure of its interest in the Chadian crisis .. 

Shagat"i 's gover·nment dicl net SOE:! anythi ng bad in thE:, 

escalation of foreign support by France, Sudan, Egypt and the 

U .. S .. • opEin ar--ms suppl y ancl log1st1c .. This support led 

Hissei ne Habre to a total victcir-y agai nst Goul,,ouni. ThE:l 

implication of this is that Nigeria"s aim in Chad was to keep 

Ghaddafi away from Chad and this same aim was U.S' sta~ce .. As 

a result of this, Nigeria's policy towards Chad was therefore 

• tt t f ]] '- . seen as us1ng :,e stra-egy o· co .. aoorat1on .. 

Perhaps the greatest achievement of this administration 

in its foreign policy initiatives was ~he DAU Lagos-Plan of 

Action, which aimed at addressing the continental economic 

problems .. A foreign aid base programme was formulated and a 

common market for Africa by the year 2000 was proposed under 

thr:i Plan. 
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The economic crisis that started between 1981 and 1982 

made Shagari to strengthen his economic ties with the western 

April 1982 witnessed an unequivocal adjustment 

p rog r-amrne of suppor-t for- sorne of the H1F 

recomrnendations through the Stabilization Act. 

standard 

Shagar-i 

addressed issues in the recornrnendation like wage freeze, debt 

repayment, public expenditure eut, debt rescheduling and 

cr-edit lines r-e-·ope:ning.. His request for a loan of $2.E:,6 

billion attracted these conditions 3
~ 

The first atternpt towards Economie Diplomacy was 

Shagari's 

adjustment 

half-hearted attempt to implernEint 

he lacl,;;ed thE:l 

fac:ilitate an easy settlement with the IMF. 

pa rt:s of t hE,i 

di:scipl:ine to 

He could not 

control his patronage system and monitor the performance of 

Linder this system, rnany companies folded up 

and ot he n:. r-ed uced the i r- l,,10 r- 1,.::--·f o 1-ce th t"o ug h r-et r-e ne hrne nt. 

Inflation set in and th(c:i ·standru-d of living of the people 

~,,10 rsEi ned .. By December- 1983, Shagar-1 's aclmi n:istrat:ion l,,1as 

replaced through a coup cl'etat. 

2.7 Ge ne t"a l .. J'io hammad u .... Bu ha r.i .......... .1. 983 .... -· .... 198S .. 

General Moharnmadu Buhar:i came to power as a corrective 

~:10V;2! r- nme nt. His concentric circles put Nigeria first, 
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sub-1--egian second, hfric1:1 third and the r·est of th~:i ~,1orld 

fourth .. Right from the onsei, Buhari inherited a diseased 

economy and a~ imperialistic foreign policy. Bef o 1--e mov i ng 

from the result of Shagari's adjustment programmes, he tried 

to improve Niger--ia's bargaining t,,1ithin 

imperialistic framework. 

It is important ta note that befare this crisis period, 

Nigerian leaders have always believed that unity, stability 

and peace at home cauld not fully be attained until 

calonialism, neo-colonial:i.sm, disunity in {)ft"ica and apar--the:i.d 

have been dismantled. The change in Nigeria"s socio-economic 

and political development, forced a change from this position 

circles. 

Buhar--i's point of d~:ipartun:i trom Shagari's ac!justment 

programme was to nationalize the domestic capital base, impose 

discipline on Shagari's husterity Measures and expand 

programmes of restructuring. His restructuring included large 

cuts in public expenc!iture, limiting external borrowing, 

imposing limit on damestic laans and exercising very tight 

cantrols on money supply. There was a massive purge in the 

public service, imposition of various levies and mounting a 

. . . . d. . 1 . 3S very active campa1gn aga1nst 1n 1sc1p 1ne . 
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There is an assumption by the International Financial 

Organisations that LDCs" currencies are overvalued. It 1:::; 

believed that the value of these currencies were arbitrarily 

fi>o::ed at indepenckince to i:wotect import sustitution industd.E:is 

and subsidize the consumption habit of the elites. The 

overvalued currencies now (after independence) encourage high 

importation, capital flight and shift in price. All these are 

bel ieved to be unfavoun1bJ.e and in fact harmf ul to the 

i nd us t r-:iJ:l l secte rs 36 
.. 

The IMF, therefore, fashioned its credit facilities in 

line with the Structural Adjustment Programmes (SAP). To get 

these credit facilities, the organisation insists on specific 

macro-economic policies to prune the state sec:tor, remove 

subsidies and trade restrictions, privatize the parastatals 

and devalue the "overvalued' currencies and wage rate. 

However most, if not all, of these countries in need of these 

facilities prefer to design their own various kinds of 

programmes to correct the disequilibria in their economies 

instead of recognising the IMF conditionalities of SAP. In 

any case, the IMF is still able to push these adjustments to 

thEise umd 11 i n,g countd.es through unsecc:essf ul ,:::kibt tal k, 

drying up of credit facilities and even selling the programmes 

through influencial government officials, big private firms 

and textbook monetary economists 3
~ 
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Buhari's re-opening of negotiation with IMF for a loan of 

$2.5 billion did not meet these IMF conditionalities. His own 

adJustment programme did not meet the IMF standard. Buhari 

vehernently refused to neith~,w dr:ivalue his ct,wrency, remove 

subsidies nor even privatize and liberalize trade. Instead, 

he back-pedalled and wrote for a loan of Nl.6 billion (the 

balance of an original request of N2 billion by the Shagari's 

("' c' rn 1·. r1 ·.·1. ~~ ·t:: r- ,':i. ·('.: l~ c, r·1 }· f r·· c., 1 .. n ·t·: 1~, , .. ~. ,s ,·:, 1 .. 1 c.l ·.·1. "' r·· •:, b J. '3 ' ·- g c · 1 r-· r· r·11n"" n ·t-'"' .1 . - ~ - - • . • - ' - " . • l""i ,:... • ,::, .::, '· .! \ ::i ": ••• The IMF",, 

using u.s• assistance, blocked the loan. All the same, Buhari 

st1ll rejected the IMF facilities and designed his own 

adj ustment progr-ammes by i n:it:iat:i ng the Counter Tra.de Strategy 

(CTS) as a. means of sustaining import J.evels against th~,i 

depJ.eted foreign exchange background. 

The counter tr-ade threat:ened the tradi tional Nigerian 

pattern of trade with Britain because the major partners in 

the counter trade were Brazil, Italy and France. Expectedly, 

Brita:in r-efu:::-;ed to buy 1,Hged.a':s::. oil. This. of course, 

widened the gap between the two countries. Britain's refusal 

to extradite Nigerian fugitives needed at home for corruption 

further widened the diplomatie gaps between the two countries. 

The IMF refused to be satisfied by Buhari's adjustrnent 

programmes and at home (Nigeria), Buhari alienated all 

sections of the population by his War Against Indiscipline 
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By 1985, thE'i governrnent star·ted to publicly cd.ticise the 

IMF and accusi ng i t of bei ng a "bad doctor that prescribEis thE:i 

,J • • ] J t . i- " 38 same me,..,11c1 ne to a ..... pa J.E'in .s ~ Indeed, Buhari and Idiagbon, 

the t~o principal actors of the regime,denounced the IMF and 

insisted that the Extended Fund Facility (EFF) of IMF would 

not be accepted by Nigeria. 

Buhari's retaliatory foreign policy was able to reduce 

the nation" s dE9pendent natur~e tf·wough the counter tradE~ .. 

Also, v,Jhen a Nigerian air~craft was detained in Britain, 

Nigeria also detained a British Jumbo Jet and when the British 

governrnent r~eacted to this action by rE:)C,:J.11. i ng i ts High 

Comrnissioner from Lagos, Nigeria did the same thing. 

Buhari used diplomatie persuation to recognise and ensure 

the recognition of Sharawi Arab Democratic Republic (SADR). 

This action almost led to the collapse of OAU because Morocco 

insisted on annexing SADR. Buhari's radical action on this 

issue can be compared to that of Murtala during the fight for 

Angola's Independence. 

The pressures of ebonomic matters made Buhari to adopt 

certain policies which were seen as anti-integrationist. For 

example, Buhari closed the Nigerian borders in April 1984 and 

expelled members of ECOWAS as illegal aliens. The closure of 
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the border and changing of the Nigerian currency were 

explained by the administration as being an anti-smuggling 

measure and espe6ially to check all forms of sabotage of the 

i'·J.a.ira .. 

Buhari was totally uncompromising and blunt in his 

foreign policy and especially the pursuance of the national 

i nten:ist. He was more concerned in restructuring the 

country"s economy than in any other thing. This attitude was 

seen as anti-integrationist and it almost succeeded in 

isolating the country. Although by June 1985 counter trade 

agreement valued at N2.5 billion had been signed 3
~ the 

toppling of his administration was applauded by the alienated 

2. 8 Ge ne ra.1 .... .I.b ra h i.rn .... Ba damas i .. ...13ab~l nq i.d~1 ... 1985 ... :- .... 1993 .. 

General Ibrahim Babangida came to power with the promise 

of pursing an activist policy. The high point of his foreign 

policy was the Economie Diplomacy. Under the Economie 

Diplomacy. Shuttling Diplomacy became the main stream of the 

poJ.icy. 

President, and most recently, the Head of the Interim National 

Government on the move. Since the next chapter anaJ.yses SAP 

and Economie Diplomacy, very little will be said about the twci 

policy options in this chapter. 
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Babangida's administration believed that total political 

liberation should go hand in hand with the fight against total 

economic ravages of hunger, disease and other forms of 

economic underdevelo~ment. It was therefore nota surprise 

when national economic interests were given prominence even at 

the expense of the regional total decolonization. 

seen more aptly in Nwachukwu's statement that 

This 1S 

Our fcweign pol icy should n:if lect our changi n,r;i 
national circumstances as ~\lell as adapt to the 
realities of a rapidly changing international 
environment .... Economic issues have acquired 
significance and .... should be 9iven pd.ar~ity and 
attention in our foreign policy 4

~ 

However, before the introduction of Economie Diplomacy, 

Babangida's commitment to the eradication of apartheid was 

stronger than after· the introduction of the pol icy. For 

instance, to show his disgust for apartheid and the 

disappoi ntment over Bt~i tish" s 1 imi ted sanctions on South 

Africa, Babangida boycotted the Commonwealth Garnes in 

Edinburgh. This administration also played prominent role in -

the independence of Namibia. Even after the independence, 

Babangida still assisted the country financially. 

In maintaining peace in the continent, Babangida played 

a great role in the resolution and settling of the disputes 

between Burkina-Faso and Mali, Liberia and Sierra-Leone, 

Ethiopia and Somalia. Babangida was able to play a neutral 
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role in the resolution of all these crises. During the 1991 

Gulf \,,,ar·. Babangida cr·aved for a peacef ul sol ut ion . to th(:i 

crisis. Nigeria's present committment to the UN peace keeping 

efforts in Somalia started during the Babangida era 4
~ 

To resolve the stalemate that arase between late Samuel 

Doe and Charles Taylor of Liberia, Babangida initiated and 

indeed financed the Nigeria-led-ECOWAS Monitoring Group 

(ECOMOG) in Liberia. His role in Lib,,:iria has often beE:n-i 

highly criticised because apart from bank-rolling the force, 

Babangida also contributed most of the p~rsonnel and troops of 

the force. Over 70% of the fund for the Group is shouldered 

by Niger·ia 42
• Nigeria"s committment to ECOMOG has not 

d~indled, even after the exit of Babangida. Till date, over 

$500 million had been expanded on the venture. This attitude 

by Babangida has been seen as unreasonable and inconsiderate 

especia1 l~/ t,vhen seen in r·elation to the deter·iorati ng standar·d 

of living in the country. 

Critics like Ayam sees Nigeria's role in peace-keeping 

that changed from pass1v1st (in Chad) to activist (in 

Liberia). from diplomatie stance (Chad) to assertiveness and 

decisiveness (Liberia) and from peace-keeping in Chad to peace 

]• 1·nr O"' 1· tî "1 1·· r1 1 J. l"e 1· J. ,.., "l ~ be J. r·1 ••1 LI r·11--,,,_i:" J. J·. :"'.--:i:: J·. c 43 .• -r--'··""·-':,, ____ __, .. ,·.,:,, c:.:::::, --·-s ~, -· Aya.rn sees the 

Chad peace keeping force as necessary because of the common 

border shared between the two countries. But he sees thE:r 

CODESRIA
-LI

BRARY



63 

Nigeria's role in Liberia as unnecessary and should be left to 

countries like Burki~a-Faso, who share the same border with 

Liberia 44 
.. 

Analysts, like Ayam, believe that the money spent on the 

Liberia peace keeping efforts could be spent to ameliorate the 

economy. There is also the fear that should Nigeria fail in 

peace-keeping mission, the country might lose credibility and 

leader·ship in Afr--:lca .. This is 1,,\1hy Elabangida' s effort in 

L.:ibEH"ia has been c1--it:ici.;-::ed as havin,g a :seJ.-fish undertone .. 

Apart from Somalia and Liberia, it is believed that Nigerian 

soldiers are committed to other peace keeping efforts all over 

the 1.,\lorld. 

Babangida's restoration of ties with Isreal is an 

achievement in his foreign policy actions. It 1s important to 

note that Nigeria's relationship with Israel had been severed 

in 1973 following the Israeli attack and annexation of the 

Palestinian and Egyptian lands. Babangida"s renewal of ties 

with the Jews was net only timely but wise. And in Obiozor"s 

l,\IO rel, th i s l•\' i 11 1--e::$ tore a se nce of balance in Nige1--ia 's 

Middle Eastern Policy 4
~ This is because Middle East "is a 

very very important sub-region; one of the most volatile, one 

of the t"ichest sub·--·r·egion:s in the 1A101--lc1 46 ' .. Obiozcw goes ahead 

to descr:ibe Middle East as a cross-road to Europe, Africa and 

The restoration of ties will show a sense of 
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credibility and balance which were lest with the sev~rence of 

the ties in 1973 4
~ 

Another issue on the Babangida"s foreign policy is the 

Technical Aid Corps Scheme (TACS). This scheme is designed to 

ensure that Nigeria's aid reached the intended target. The 

scheme has been seen as a new and effective approach to the 

country's disbursement of foreign aid policy 4~ 

By and large, Babangida"s foreign policy, though 

attract:iVE! to :::.OinE:1 extent, has bE:len described to be ver-y 

expensiVe especially when viewed in relation to the 

deteriorating economic problems in Nigeria today. 1~11 the 

problems in the nation today, have been seen as having risen 

from his expensive policies, bath domestic and external. His 

lack of enthusiasm in handing over the country to a 

democratically elected government, had not, in any way, helped 

his case. It was as a result of this that he lost the support 

t:ha.t her-alc!E:id his cominrJ to po1A1er- and it: i,,1as unanirnously 

decicled t:hat hr~ should hand o··.;er to an i nter·im government: 

after postponing to hand over to a democratic government four 

-
t1mes. A lot of protests accompanied the last postponement. 

Babangida"s dramatic 'stepping aside" was not: only as a 

result of his problems at home but also because he has lest 

credibility at the international community. Although he had 
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virtually handed over the country on a "platter of gold" to 

the [1,Jea~;tern Capitalist econorn:ic:s thr·ough his for·eign economic 

policy, this foreign community still shunned him. At the end 

he was forced to hand over the reins of power to an Interim 

National Gover--nment ( ING) .. The HJ.G becarnEi the cornprorni~:;e 

reached between Babangida and the people. 

2 .. 9 Cornmo.n .... St.r--a.nds ..... I.n .... i'·J..i qe.r.i a.n.' s .... Eco.nom} c .... Dip.l ornacy .... 

Between 1960 and 1965, Nigeria's ecoriornic interest was 

the mobilization of financial technical assistance for 

,::fovelopin~J ~Hger·ia's economy, r--apidly. For--eign linl._;~$ 1,1,1ith the 

superpowers were~ then, seen as a spring-board for attracting 

direct foreign investment, grants. public loan and.technical 

assistance .. r~l l these fo·r--Ed.gn i ncE:intives 1.,1,1erE:1 to help in 

establishing industries in Nigeria te reduce her import 

oriented consumption. A heavy reliance was created by three 

factor--s .. 

Firstly, there was the external capitalist orientation· 

that was inherited from the colonialist. Secondly, there was 

the vested interest of Nigeria's political leaders that gave 

r--oorn for-- hE:Javy reliance. 

reliance ,., <' t.:-'.•.:, "the c:la:ss1cal 

These gr·oup of i ndividuals sEH\I 

and rnost practical t"OUte to 

i ndustr--ial ization" 49
• The final factor-- that enhancecl rel iance 

was the competition among the regional governrnents for 
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external financial aid. These govern~ents believed on the 

:i. nf us ion of lar~g~~ dose of external fi nancial and technical 

assistance for industrial development. They saw the 

:i. nternational actors, then, as bei ng self less ,, f r·ienclly, 

interested and willing to ass1st in clevelopment. 

The Nigeria's Diplomacy coule! then be described as that 

of dependent import substitution, aimed at attracting foreign 

:i.nvestors, external loans and grants without jeopardising the 

nation's political independence and interna! security. By the 

time the war came and went, Nigeria's diplomacy took a twist. 

The 1~ec:onst1~uction of the economy ~\1as clone alongside th~,i 

:i.mport substitution strategy. 

E:ly the 1970:3. Nigeria• s problem \,\1as that of for·eign 

control on the economy. To sol 1./e th1:;5 problern. Nigeria 

courted the countries from the Eastern bloc. This made it 

possible for the East to be played aga1nst the West and for 

the first time, Nigeria"s economic resources was used as a 

threatening stick in ensuring Britain's loyalty. Sov:iet"s 

:i.nvolvement in Nigeria"s economy helped to secure Britain"s 

involvement in Nigeria's Steel Plant. 

Nigeria was able to play the leading role in the 

establishment of ECOWAS in 1975. ECOWAS was seen, then, as 

the exteirnal dimension of Niger·ia "s :i ndustr·ial developrnent 
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strategy. The economic development of West Africa was seen as 

a stimulus te the economic development of Nigeria. Initially, 

th~, f onnation of ECOl,,JAS ~\las thr-eatened by the Francophone 

count.:riE:is" of Nigeria"s polit:ical a nc1 economic 

domination. and France" at:tempt to consolida.te the solidarity 

of the Fr-ench speal-d.ng countries in the r·egion. To :salve 

these problems, Nigeria launched a diplomatie offensive to 

fraustrate France" attempt at consolidating the Francophone 

reg1ons. The communuate economique de la Afrique de" L"Quest 

(CEAO), consisting of the Francophone zones was formed. 

Nigeria was, however, able to weaken the influence of France 

by making the Francophone zones to corne to terms with ECOWAS. 

With the birth of ECOWAS, the view of Nigeria in the region 

bE:icarne dorn i na nt. 

The demand for a New International Economie Orcier (NIEO) 

~\tas put f or~, .. \1ard in Uni t:Eicl Hations Confer-ence on Tr-ade and 

Develop~ent (UNCTAD) in 1970, 1973 and at the UN in 1974. 

NIEO dernanded for an end to the economic domination, 

penetration and exploitation of the LDCs by the Multinational 

Companies being operated from the industrially developed 

countries. The HIEO also asked for a change in the unequal 

terms of trade. In advocating for NIEO, Nigeria saw UHCTAD as 

an "amor-phous, over-bulky, overpoliticized intet··nationa1 

body" 50
, ~\1hich coule! not neform the i nter-nationa1 economy. ThEi 

search for NIEO suffered set-backs in Nigeria in 1975 and 
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1980. With the Nigerian economic crisis, it was suspended. 

By mid 1980s, Nigeria was forced to make a choice between 

NIEO related Lagos Plan of Action of OAU and the anti NIEO 

Agenda for Action put together by the World Bank, otherwise 

known as the Berg's Report. Between 1982 and 1985, Nigeria 

accepted the prescriptions of the World Bank Report. By 1986, 

IMF condi tional ities had been domesticated and 1;.Jo1-ld Bani,.:: 

Structural Facility Loan re-christianed Structural Adjustment 

O·-c 4 r~rr1rne (SAP)~~- b•0n HlCCS')~e~ T~1e~ cn1_,1,t,-~,,·~ 1,a~ •,•.~a~1 .. 1·.•.1.·, r r ··'':,, c,. ·. , ·• 1 ,c,.~-:, c ::. c. v •• , t. •• u.. 1 ~ ~ , ~ ,., "-•1 ., L t_ 

made the NIEO's demand for a fundamental change in the power 

structure of the IMF, out of proportion .. With the environment 

created by the introduction of SAP, Nigeria had to introduce 

the complement of SAP -the new Economie Diplomacy . 

1" j_Q .$. 1,:1,mm.ê.r..Y. 

The principles that guided ~he Nigeria's Foreign Policy 

formuiation from indenpendence included issues like Nigeria's 

roles in Africa, non-alignment, United Nations, the World and 

her natibnal economic development. All these issues have been 

ar·eas of foc us in the mald. ng of Nig,r:n-ia 's foreign pol icy. 

With the debt and economic cr-ises in the 1980s, special 

attention was paid to national economic growth. The deepening 

of the crises made it pertinent for specific policy 

initiations to be taken. The Structural Adjustment Programme 
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(SAP). that was introduced as a domestic policy in 1986 to 

resolve the internal economic problems, insertsd a new focus 

into the Nigeria"s foreign policy. The new status that became 

pr--omi.nent \,1.1:ith thEi debt cr--:isls rna.ni.fested itself in the 

Economie Diplomacy. The next chapter dissects the origin and 

actualization of SAP and Economie Diplomacy. 

.1 .. I b t"a hi rn Gamba. t" i c :i tee! in 
Po 1 i cy :in Pe t"spE,ict :l ve '' Te>>::t: 

P,,,jenE, "NigE:'.ria.n F:or-ei•Jn 
of L_(~ict_u_r--e de 1 i Vf,r-ed at 
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Chapter 

3 .. 0 .r.nt rod uct i.o n 

Babangida administration introduced in 1986, was his response 

to the debt crisis and what was viewed as distortions inherent 

:in the eco norny res u l t :i ng f rom l U>< u ry and ot he r mo neta r-y 

regulations. The predominantly external bias of the programme 

requ:ired a diplommat:ic component in form of a r:igorous 

campaign abroad, which was expected to market the programme 

abroad as well as draw investrnent, resolve the debt crisis and 

foster external confidence in the economy. 

In order, therefore. to understand the basis of the new 

Economie Diplomacy, this chapter examines the political 

econorny of H:iger-:ian dEibt cr-isis, the Structural Adj ustment 

Programme and the thrust of the new Economie Diplomacy. 

3. J_ .Ib.~J! .... .P..9..lLt.1.ç_@.l .. J;.Q.PtJ.P.m.Y. .... Q.f. ... N1.'aê.r.J.@, .. ~ .. § .... .P..~~-t?.t.. .... G.r.1.§.:Î..~~-

Although the debt problern was net a new phenomenon in 

Nigeria's h:istory. the debt crisis is the first serious debt 

CODESRIA
-LI

BRARY



74 

problem facing the country. As a matter of fact, Nigeria had 

incurred debt in the past and even experienced some economic 

Hol0\1eve1-. the clebt cr-isis year·s have macle such 

problems very insignificant. 

Nigeria"s external debt, for instance, rose from N82.4 

million 1960 to N435.2 million in 1965 and N488.8 million in 

1970. These loans were long terrns loans frorn the World Bank, 

Ger·many. Italy. Holland, Brita.in and U.3 1
• Though the 

drarnatic increase of the clebt from only N82.4 million in 1960 

to N488.8 million in 1970 (10 years later) was seen as very 

bad, the interest rate. then, wai only 2% and a period of 

grace of between three to ten years was given. Not only this 1 

the period of repayment was between 10 to 40 years. Thus, the 

debt management burden, at this time. was very minimal. 

The clebt service ratio in 1960 was 1.1%, by 1965 it rose 

to 3.7% only to drop to 3.5% in 1970. By 1975, it clropped to 

0.7%, it clropped further to 0.5% in 1976 and lower to 0.4% in 

1977 2
• This last figure was by far below the average of 10% 

that exists today! Total outstanding debt dropped from N488.8 

million in 1970 to N374.6 million in 1976. Even dur·i ng the 

civil wa1-. lo\1hen the country n~,eded to mobilise capital to 

finance the war, not much was borrowed externally. Rather. to 

finance this war, rigid fiscal and monetary policies were put 

in place to get money from Nigerians. 
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Analyst like Bangura believe that the limited debt 

structure in Nigeria, at that time, was not due to prudence on 

the par:t of the leaders but to the "limitation imposed on the 

post colonial $ta te, i tsel ·f in t:hir:! irnmedia.te aftermath of 

i ncl<-:'!pe nde nce " 3
• 

The oil boom years that set in after the civil war helped 

to increase the country's revenue. The phenomenal increase in 

revenue increased the credit worthiness of the nation and thus 

forced the attention of the International Capital Market (ICM) 

and the ~1uti national Corpor~ations to be dr~m\ln to the huge 

resources of the country. 

The Nigerian economy has always rnaintained a status of 

import dependency. The oil boom years fuelled this ètatus. 

Higer·ia. became sciuandenw1niac and shf:l importec! unnecessary 

luxury items. This further helped to deepen the dependence on 

western economy. The movement of people from the rural areas 

to the urban areas helped to rnargi rw.l ise agriculture. ThE:! 

world econornic recession made Nigeria to resort to borrowing 

frorn western international financial organisations to meet her 

fiancial obligations. 

Nigeria was not prepared for the sudden collapse of the 

World Oil Market. Because she saw the collapse as a temporary 

thing, she resorted to borrowing more rnoney to meet her import 
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oriented consumption. In doing this. she accumulated short 

ter·m tr-ade arrear-s that ct..wrent a.ccount could not settle, 

consequently ,, the debt cr·isis :::~et in .. To make sur-e that 

Nigeria met her financial obligations. the IMF/World Bank came 

in. To reshedule these accumulated loans, Nigeria signed all 

1,, :i. nds of agreements aimed at repaying public loans. 

irrespective of the dubious nature of the loans. 

This economic crisis made the country to embark on a lot 

of belt tightening programmes. These programmes brought under 

administrative controls issues like rationing of foreign 

exchange, import licensing, increase in tariffs, restriction 

of capital transfer and general shortages of goods .and 

:::;~,11-v i ces. Buhari. then. the Head of State. refused to take 

the IMF facility, even with all these economic crises. The 

IMF and the I nter·national Comrnuni ty, par·ticular-1y U. S. and 

Britain. felt scorned and imposed serious economic sanctions 

on Nigeria .. After failing to secure a loan frorn Saudi-Arabia 

(thanks to US influence). Buhari designed his own belt 

tightening programmes. Although these programmes were 

yielding positive result, the nation's external debt was still 

there like a ghost,haunting the country. 

Babangida came to pot,\ler and discredi tEicl Buhari 's econorn:i.c 

programmes in 1985. He threw open the IMF loan after 

accepting Buhari's adjustment programmes. He did not only 
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pursue Buhari 's pr--ogrammes but also accepted pai~ts of the 

Shagari 's programmes under the- guise of a "home mad~:: 

Babangida n::j Eicted the H1F f aci l ity but his 

Budget Speech of 1986 showed that he had met most of the IMF 

6onditionalities. The conditionalities that were sore-points 

in negotion with his predecessors~ 

It was even realised that the 1986 budget went further 

than the IMF recommendations. Thus, "the l,o1/ester-r1 Press and 

some of the domestic policy makers even agreed that in places, 

the budget t,\1ent further than the Fund v,1ould have 

r·ecornmended" 5• The v,!estern count::1--ies 1A1e1--Ei qui te pleased ~..,ii th 

this and they showed an eagerness to resume debt talk with the 

administration. Babangida was also eager to sell his 

expensive package to the Western Nations~ He co nseq ue nt l y 

announced a need to reach an understanding with the IMF and 

the International Financial Comrnunity 6
• 

The .... st_r--_u_ct_u_r_a l ... J)dj__us_trn_e n.t ... ..P roqr·.a.rn_m_es ..... (.S_hP.) 

The Structun,J.l Adj ustment P1--o,g1--a.mmes (S1:'.:iP) refer to a 

nurnber of cornprehensive reforrn measures designed to achieve 

internal and external balance with minimal cost on the economy 

of the countr·y 7• The airn of SAP i,..,ias to tw--n the econorny 

around.through the exchange rate and domestic regulation, such 

as to enable efficient allocation of resources by the market 
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StiP's conc~,1~n ~,ias to ~~ncoura.ge "appropr·iate 

forei,gn p1~ivaü.:i investment. ~,specially those which can be 

associated 1•.1i th developm~~nt of i ndigenous e><pertise " 9
• 

The objectives of SAP involved; to improve the Balance of 

Payment (BOP), to stabilize the exchange rate and domestic 

price, to utilize productive factors and to enhance a movement 

towards full employment. The introduction of SAP brought to 

an end the era of administrative central. SAP started in 1986 

(July) as a two year adjustment programme to re-orient the 

economy from total dependence on oil for export to a more 

diversified economy. The specific objectives of SAP were, to 

restructure and diversify the productive base of the economy 

from dependence on oil (self reliant). to improve the BOP, to 

improve the inflationary trend in the economy, to lessen the 

dominance of unproductive public sector investment while 

improving efficiency and enhancing the growth of the private 

sector and to correct the overvaluation of the Naira through 

the second tier foreign exchange market (SFEM) 10 

In order to realise these objectives, these objectives 

were further to, :::,trengtheni ng demand 

management. stimulati ng dornestic production and broadeni ng the 

supply base, adopting realistic exchange rate policy, 

rationing and restructuries tariffs to aid industralization 

and diversification towards improved trade and payment 
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liberalization, reduction of complex administrative controls 

with a greater reliance on market forces, adopting appropriate 

pricing policies especially on Petr--oleum and public 

enterprises and rationing and privatizing public sector 

E'interpr-ises 11 
.. 

The key policy of correcting the over-valuation of the 

Naira was enhanced through the setting up of SFEM, now Foreign 

Exchange Market (FEM). In SFEM, the market forces were to 

determine the e><change rate of the r·!airc:1.,this par--t of the 

progr·amme became the centn,i piece of the pol icy. ltJi th the 

pr-ogramrnl.?.~ on, by October- 1986, thE:: I rrtornational Bani,,: for· 

Reconstruction and Dovelopment (IBRO) or World Bank signed a 

$450 million loan for Trade Policy and Export Development 1~ 

Apart from debt servicing, all government and private 

transactions were to be untaken on SFEM. 

In order to correct the serious Federal Government 

deficit, a fiscal policy aimed at holding deficit at 4% of 

Gross Domestic Product (GNP) in 1986 and below 3 .. 5% in 1987 

and further reduction in subsequent years, was designed under 

SAP. The monetary policy was aimed at stabilising the economy 

and containing the inflationary pressures .. 

E,i><pected to restrict net domestic cr-edit. 

This pol icy \,·,Jas 

Under SAP,. the 

accumulation of large trade and payment arrears and overall 

debt service burden made it necessary to seek external relief. 

CODESRIA
-LI

BRARY



80 

New money inflows from the World Bank and London and Paris 

Clubs of financiers were secured. Long term loan 6f 1986 -

1991 was to be rescheduled with the London and Paris Clubs as 

well as 100% interest of the Paris Club debt 1~ 

To encourage farming, commodity Board was abolished to 

ensure that farmers get market determined prices for their 

p r·od ucts. T hE:, adm in i s t r~at ive bott le neck for e><po t~ts v11a~s a 1 so 

strea.rnlined and ~d.rnplified. Pd l these did net have any 

substantial impact on earning frorn non-oil sector. From the 

i nt::r·oduct::ion of St-iP in .1986 to the begi ni ng of Economie 

Di.plornacy in. 1988, oil remai ned the ma.in sour~ce of th~:J 

country's foreign exchange earnings. 

Table 3.1: Nigeri.a's Experts Earnings. 

(MIL.LION NAIRl-':i) 
---------------------------------- ---------- --------------------

Pr·oducts 1985 1986 1.987 .1988 1.989 

Non·-Oil Sector 497 .. 1. 552 .. 0 2 • .152. 0 2,757.4 2,954 .. 1.1 

::ii l Sectot·· 11,233.7 8 :;J 3é,,::, H .5 :28, 20814 é, 28, 43.5. 4 55, 0.16. 8 

otal 1.1., 730 .. 8 8,91.7.5 30,360.6 31., J.92 .. 8 .57,97.1..2 

SOURCES; A camp il a t ion f rom CBH" f?!.D.DJ,H;~.J .... .8.@.P.9..C.t.§ ..... 0..D.\? ..... $.t.?. .. t.@.ffi.?..D.t. .... .9..t 
Account,Various Issues. 

The above table shows that the oil sector remained dominarit in 

foreign exchange earnings frorn the beginning of SAP in 1986 to 

in 1988 (t,,ii th Economie D:i.plornacy) and f:iven thr::,rea:ft:~:~r in 
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1989 1
~ Oil sector that earned Nigeria Nll,233.7 million in 

1985 (before SAP) and N8.368.5 million in 1986 (the beginning 

of the SAP era) rose significantly to N2B.435.4 million at the 

end of the first two year of SAP in 1988 and much more to 

NSS,016.8 in 1989. Thus, thEi cd.l sector· still remains 

dominant in Nigeria's export earnings. 

Dunmoye sees the basic reason for this kind of problem of 

poor pe r·f o rma. nci2: of othEW sectors, particu1arly the 

Agricultural sector as being in the imperialistic history of 

exploitation with the 11nkages of agriculture to the 

i ntern,:1.tiona1 d:i. vision of labour· 15
• This problem has been 

dictat:i.ng the pattern and rate of development of Nigeria's 

Agriculture Sector. 

Mo1-e than seven yean:; afte1- the introduction cïf s~~P. 

expected results are not forthcoming. Efforts at susta:i.ning 

development a1-e still plaguecl by hu~Je ·fi:::;cal ld(~ficit,, h:igh 

inflation, lm\, capacity utili.zation, deprEiciating exchange 

rate, low level of agricultural production, poor performance 

of non·-·oi 1 e><por·t and h(~avy clebt burden. The U .. S. Do 11 a r· 

which was 63 Kobo of the Nigerian currency at the inception of 

SAP in 1986, by 1993 exchanged for N45 as the official foreign 

exchange rate and an average of N46 at the parallel market. 

This is one of the resu1t of SAP. 
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The .e><ter-nal clebt has become a hE?a.vy bur-clen in the 

realizat:ion of the objectives of SAP. ThE:'! dtc:-ibt incr-eases on 

h daily basis and very huge amount of money is usecl to service 

and reschedule the debt: alone. The debt t hat t·\1a.s $13. 033 

billion in 1982, rose t:o $18.904 billion in 1985 and 

dramatically to over $33.364 billion by 1992. In 1992 alone, 

a total of $5.55 million was used to service the debt, the 

fraudulent nature of the loan not withstanding. 

Experiences has shown that there is a serious problem of 

comput:ing Nigeria"s debt and this problem has been compounded 

by the fraudulent nature of the debts. The real value of the 

country"s external debt has not been known till date. The 

loan that t,\1as estimated ,:J.t a.bout $1.0 billion by London 

Financial 1ÎllH-3s in .1982 t,\las put a.t N8.319 billion by tht:i 

Centr·al 13a.nk of N:igeï~:ia for the Sf-Hne per-iod. only to be 

increased fraudulently to $13.033 billion in the same year by 

the IMF 1~ CBN estimated the loan to be N8.819 billion in 1982, 

N17.758 billion in 1983 and about N21.384 billion in 1984. 

The IMF visited Nigeria in 1984 and put the debt at $13.033 

billion in 1982, $17.781 billion for 1983 and $18.291 billion 

Although, the difference is net much, this 

inconsist:.E:'!ncy macle Eluha.r--i to ernploy the service~$ of ChasE,i 

Manhattan Bank to ascertain the accurate value of the debts. 
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Budget deficit is still a problem in Nigerian economy. 

In 1988, a deficit of N12.6 billion was recorded, by 1991 it 

had increased to N19.5 billion. By July, 1993 the deficit has 

hit N55 bilion 1
~ And to finance the deficit, the government 

had to borrowing either internally or externally, thus 

compouncli n,;;i the c!eb·t crisis. The \.',!orle! 13ank Deve.lopment 

Report of 1991 confirmed that the country's economic problem 

is worsening with SAP 1
~ The Report put the nation as the 13th 

poorest country in the world. This is also an outco~e of SAP. 

Although, Babangida presented SAP as a value free 

economic recovery recipe devoid of any ideological and 

poli tical bloc, eventr::; htl.Vfl sf·10~\1n tha.t the r-E:"!Verse i::s the 

case. Thr~ 11,!orld Banrz 

Report of 1987 on Nigeria showed that performance in experts, 

investment and GDP were by far below expectation. Babangida's 

reaction to this repor·t t,\1as the :intr·oduction of thE:i 'i'--!et.,i 

Economie Diplomacy. 

3 .. 3 .. Tfv:l .... 'J~e1,\1 ' ..... Eco nom i.e .. J) :i_p l._oma.cy 

Nigerian Foreign Policy is believed to assume a posture 

of continuity, from independence t:ill c!ate 2
~ This is perhaps 

because although vital issues 1:ike c!ecolonization, Pan 

(;f r:i.can:i.sm and r·egional co--·operat:ion have assumec! the key 

issues :in Nigeria's fore:ign policy, trac!e and econom:ics have 
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a.11 a.long for--med i rnpo r-t:1. nt parts of ·the countr-y "s 

international relations. IssuE:is lih-:e for-eign a.id, fo,-eign 

tracle, for-eign loans. ·for--eign economic a~,:,si:stance and regional 

economic groupings havci been important features of Nigeria"s 

foreign policy. right frorn independence. A new focus; that 

has been placed on issues like debt rescheduling. complexity 

and size of debt. counter trade. debt equity swaps, quest for 

new world economic order. European Economie Cornmunity (EEC) 

and the Ihternational Financial Organisations has given the 

Nigeria"s foreign economic relations a new status. 

The new status. which became prominent with the debt and 

economic crisis, ga~e birth to a new initiative. This ne\,\t 

initiative rnanifests itself in the "new" Economid Diplomacy. 

The building of an institut:ional f ramE~ fOt" 

operationa.l iz:i. nri and articulating the Economie 

Diplomacy, the future and prospects of the Diplomacy as an 

important and permanent issue in Nigeria"s foreign policy, 

become part of the nsw initiative~ Tha main issues addressed 

in thE:'! "net·'-'" Economie Diplornacy are: the · rH:ied to attr-act 

foreign investors in the nation"~ agricultural and industrial 

SE:icto rs ,, to att r-a.ct . 1 oa. n, to t"esc hed u 1 e debt, to p romote 

,,,, ... 1-,,,.r-1·..,'ei] ·t--t"'"('le --,1·1c' ·t--o ""t·1<·'c)LJt"'l''I"" 1,1··Lc1•·r1·"' , .. .; n·,,·~t-c~r--· .. .,,t)ro"'ci 21 
o,;;. ,,n,. .,, i;;,. 1 c~. . .. ... W. ,,. ... c:J. .... ! "' ..;:,:,! ,... , C. '::::, \':~ '1 . :;:::i ..;:.~! .. t:J. , -~ ...i.. \ (:~! ,:> ,• .J !~"> c~. k C::.!. •• u 

Al l the~::e is:3ues addre~:;sed t1,\,c, thi. ngs ,. v:i.z-w, they seel,ç to 

obtain foreign supports and loans to diversify the country's 

over-dep~ndence on oil and lobby for reduction of the 
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country"s debt :stocl<:: and payrnents at the 

International Financial Cornrnunity (IFC). Beth of these two 

things are airned at achieving the sarne thing - to reduce the 

str--uctu1~a1 \,\teahnfiss of the econorny through soliciting for 

for-eign i nvestrnr::lnts in the countr·y and s~/rnpathy and assistance 

from the foreign financiers. 

ThE:, • ne\,\1' Economie Diplornacy is thE:in~fore created to 

ensur·e the i nf J.01,,.1 of cap:i tal needed to mi:~et the massive 

capital intlow dernand of SAP. It is supposed to energize the 

debt ridden country. It seeks to manage this debt while at 

the samf.1 ti1r1E2!, pr--esenting country as a tr--ust1,1.1or--thy debtor 

count:r--y, good enough to secure rnore favourable debt 

At this juncture, perhaps, it is necessary to clarity the 

issue about Economie Diplomacy being a "new" trend in 

Nigeria's foreign policy. It has often been saie! that Nigeria 

for·eign pol icy has mai nt:a:i ned a status of conti nuity f t"om 

independence. ThE2! cont::i nuous natur--E:, of HigEJria "s f Ot"(~ign 

policy is st1ll debatable today but one thing that is clear 1s 

the tact that t-Hger--:ia has al1,1.1ays ha.cl a toreign economic 

p,:.-;,licy. To :i 11 ustr--ate this f ur--ther, thE2!re is nefi)d to r--un 

through the pages of Nigeria's foreign policy history. 

During the Balewa era, Balewa was willing to embrace the 
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v,1est 1,,1hile still non--a1igned. He \,\1as unequivocal in h1s 

actions that Higeria 's econornic developrnent 1,muld not be 

$é:J.cr1·1· 1ced .. Al though hE:i stc:.1Tted negotia.tion \,\ii th the thE:,n 

E 1_wopean Comrnon Mad<et (ECt"i) ,, on bei ng gi ven an assoc:i.ate 

status like the terms of Yaounde convention,· his efforts were 

fraustrated. Gowon eventually played a very important role in 

the Lerne Convention. He went further to play the prominent 

and successful role in the establishment of ECOWAS. 

Shagaxi r~epresented ('(f rica in the Ca1cun Sumrn:i t a.nd 

presented the issue ot the Horth-South dialogue. Although 

effor~ts to1.,\1ards the Lagos Plan of Action t,\1as star~ted by 

Obasanj o ,, :i t got concl udE:Jd b~/ Shagar·i .. General Buhar'i ~\1ent to 

OAU 20th Summit to review Africa's declining economic, 

fortunes after \1.Jhich he pr~oposed an Economie Summit wh:ich 

would launch Afr:ica into an era of self-rel:iance. The 1985 

Special Sumrn:it on Africa's Economie Problerns in July was the 

result of Buhar:i's actions. This summit led to the adoption 

of Africa's Priority Programme for Economie Recovery (APPE~) 

1986 - 1990. The Special General Assembly Session of 1986 was 

for the programme. Buhari 's economic eff or·ts t,\1ent beyond 

We$tern Europe, he went further to Saudi Arabia. 11,Jhen thig 

d:id not yield tt,e de:::d rec! f r~ui t, he opted for· thEi counter~ 

trade w:ith Brazil, France, Italy and Austria. 

These illustrations show that the Economie 
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Diplomacy is as old as the nation's foreign policy itself. 

Nigeria's foreign policy in perspective has not been devoid of 

concern for economic development of the nation. The 

d1fference between such policy and the 'new" Economie 

Diplomacy càn only be seen in their- rela.'tive success or 

failure. Nigeria has always tried ta woo foreign investors 

and has consistently tried to boost her trade. This argument 

is however net te throw away the strong emphasis placed on 

Economie Diplomacy by the Babangicla adrninistr-ation. His 

re-ordering of priority, though cannot be seen as new. 

represents a far reaching atternpt te affect the conduct of 

Nigeria"s foreign policy. 

Although Babangida's 'new' Economie Diplornacy, as a 

policy, started in June 1988, the history dated back to 1986 

with the inception of SAP. The Committee that recommended SAP 

(as said in Chapter One) suggested to the Federal Government 

that ,. "the pr·esent for·eign pol icy posture of the countr·y 

should be geared towards pursuing the country"s best 

i nten::st" 23
• rrnd secondly that a "diplomatie initiative :should 

be mounted ~\1ith the objEictive of facilitating the r-i;:i--··fina.ncin9 

of our insured a.r·i2:as of credit for- our requisite imporb:; 24
". 

This second recornmendation was re-designed and chistianed the 

'new"Economic Diplomacy. 
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Although Economie Diplomacy was inaugurated by General 

Ike Nwachukwu by June 1988, elements of Economie Diplomacy 

l•\•ere seen clur·i ng Pr·of.. Bolaj i Ald nyemi 's tenw~e as the 

External Affairs Minister in September 1986 when he publicly 

callecl for a new direction of Nigeria's foreign policy .. He 

noted that the 21st century would focus on issues of 

international ebonomic cooperation. as well as problems of 

peace and stability, not only that of colonialism and 

apartheid .. He 1,,,1ent f L-ir-ther· to advice t·,J:igi2,r·ia to pay mor·e 

a.ttention to the issues n~quir·ing a "neM urgency" 25 
.. 

Akinyemi went aheacl to accuse Nigeria's foreign policy 

elites of ignoring vital interests like those tied with the 

!•\•el tare and sur·v:i.val of the people and the r:at:ion only to 

concentrate on issues like colonialism and apartheid. He saw 

Nigeria"s economic development as the most critical of the 

nation"s interests in the 1980s. 

Senior· officials of the F:ecler·al Ministry of Ext(~t~nal 

Affairs argued that Nigeria's foreign policy should be 

"inter na 11 y foc ussE:icl and cl i r·ecb.:id and l (~::--;;:s e>cl::e r· na J J y cl :i rected 

and abstr·act in for-rn" 26
• They callecl for- a new rr::lfinEicl 

updated r~eal isrn" to be put i nto HigE:lria. • s diplorna.cy. They 

wanted the cliplomacy to be mainJy directecl towards the 

satisfaction of ''vital national needs in Education, Health, 

Inclustry. Commerce. Agriculture, Science and Technology, 
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• _, D . "21 Secur1ty anu etence . 

Thus. i~ki nyemi par-tici patec! actively in the f oreign tours 

to get ac!vanced capitalist countries" support and sympathy for 

Nigeria"s econornic recovet~y and to secure 

co-operation on debt resheduling between 1986 and 1987. He 

tried to imp1iment his "diplomatie facE:i" of Niget~ia."~:; econom:i.c: 

progr-amme. 

Consequently, by .June .1988, Il-<e ~··h\1achul..::~,.1u ({-üdnyerni "s 

successor) spe1t out the basic: elernents of the new direction 

of the nation"s foreign po1icy. 

J;,Je feel that :it 1s the n:isponsibility of ow­
foreign po1icy apparatus to advance the course of 
our national ec:onomic recovery. This entails 
negotiation and activities that wi11 attract 
for·eign investment and other· assistance r·equir-ed 
for the successful accomp1ishment of our national 
economic goals 2

~ 

Economie diplomacy 1 .. ,1a:~s dr::,signed mai nly to fa.ci 11 ta.te thE:i 

real ization of SP1P through "Pr--omotion of e><pot"t tr--ade. 

investrnent and :i ncr·ea.se financial assistance i,,.1 :i t ho ut 

compromising Nigeria"s autonorny in foreign ,,.f fa i rs" 29
• 

According to Babangida, 

the new thrust of our foreign policy is economic 
diplomacy. The basic objectives are the fostering 
of great inflow of foreign capital and the 
e><pansion of f orE::ign trade 30

• 

Frorn the onset, Economie Diplomacy requi r·ed the 

cultivation of western capitalist good-will to secure support 
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and assistance for SAP because SAP has created opportunities 

for foreign investment in Nigeria. The massive devaluation of 

the Naira has cheapen the external values of Nigeria's product 

in high demand at the international market. 

{\ number-- of incentivE~s ,,\rer-e also pr--ovidEid. For the 

exporter, export credit guarantee and insurance scheme were 

provided, a NlOO million initial capital was put in place to 

~Juararrtee loans from t···Liger-ian barrl<::s,, cr--edit facilities to 

foreign customers and insurance cover against default in the 

payment of such creclit tacilities and a lot of othE~r fn~e 

incentives were also providecl 3
~ All these made it necessary 

for a Trade and Investment Unit to be added to the Economie 

Depa r-t:rne nt of the Minis t t"Y of E><t.e nia l P.if f s. i rs. ThE~ main 

a.ssignment of this unit is to help En<po1--ters fine! for-eign 

rna.rl<::El't:s and :i nf onn thEnn about the bus:i ness and econorn:ic 

cl:imate of the countr:ies of their interests 3
~ 

Pi lot of aclrnini:::-;tr--ative la1.s,1s 1Arer--e cha.ngecl. 

Entet"Pt"ises 

Enter--prises 

Promotion 

(-"'let H 

Oecree 

This is 

of 

a 

1989 replaced 

r--evision of 

Niger--ia 

i'ligerian 

the 1972 

Indigenization Oecree. The Liberalization law under the 1989 

Oecree allm,.rs for-eign ca.pital to 01,,.rn up to 100% "in activ:it:ies 

that r-equ:ire hea.vy ca.p:ltal out:lay or· \,\rher-e the level of 

technology requi red :is aclvanced" 33
• It i::s also suggested that 

'fore:ignen:;' equity holding in schedulecl entEir-pri::.~e~s shoulcl not 
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be less than t,120 rnillion 34
• Thi::$ is ovEir-·dependence at tf1e 

highest peak! The privatization aspect of SAP and debt equity 

:::;1,\1ap· pr-ogr·a.rnrnes of \.IJorlc! Bani-< ar-e fo:::.téit"ed under- Economie 

Diplornacy. A new industrial policy was put in place in line 

with the SAP. This policy created tax incentives like pioneer 

status, tax relief for research developrnent, 

d:ivic!encls, ta>< r-elief for i nvestment of economically 

disadvantaged local government areas, tariffs and customers 

concessions 35 
.. 

Th0i Industr·ial Development Co---or-c!ination Cornrnittee (IDCC) 

was established to remove the bureaucratie red-tape involved 

in processing business ventures ownership to a.liens. With the 

IDCC, a f6reigner needs net go through the Ministries to get 

approval for an investment plan, he now easily applies to IDCC 

and IDCC has a deadl i ne of two months to approve such an 

application. The above incentives have clearly showri that the 

investment climate abound in Nigeria is good. Nigerian envoys 

in foreign countries are to present this good environment to 

prospective foreign investors. This was why Babangida 

~innphardzed on the neecl "to 0ingagE~ the i nt0irnational :::,upport 

required to complerne~t our domestic endeavour for economic 

r """CO\t"'"-• r"•, " 36 J. r1 1 q·::><:-, ~::;. ...... ,i;; .... ..,Y ~ ~~C)a;,,,,. 

Nwachukwu was also unequivocal in laying emphasis on the 

need to cultivate the friendship and confidence of western 
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H:igeria"s commitment to thi::1 er-adica.tion of apartheid and 

colonization 37 
.. 

Nwachukwu back-peddalled in 1991 when he explained that 

Nigeria embarked on Economie Oiplomacy clearly as a result of 

her ~ppreciation of the fact that her foreign policy since 

1960 which is decolonization of Africa, was almost at the end 

of the line 38
• 

He went further to say that 

We decided we have to switch from the early 
political thrust we placed on our foreign relations 
to economic relations as ·the motive power for 
economic development 3

~ 

On the same line, Nwachukwu's belief that the country's 

nE11v,1 t"Oma ncE: w i th the t,,1fJste (n · fi na ne i (':! 1-:::; had no polit i cal 

implication had worn out. This is because by 1991, Nwachukwu 

ha.cl to a.dv:i.ce Niger-ia's P@bas:::;adors tha.t support from the 

International Community can only be gained when their 

confidence is 1,1,.ion and thei t" "confidence could only be 1"1on 

thr--ough friendline:11;s and loyalty t:o the:i.r-- cause" 40
• 

N\,\1achul{:~,1u \,\1as unambiguous in emphasisi n~J the importance of 

econom:i.c motive as a mandate when he told the new ambassadors 

that~ 

Your achievement would be measured more or less by 

the number of investors who visit from your country 

of accreditation or by tonnage of Nigeria's produce 

and articles soldas a result of your efforts41 
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In followin~ up the spirit of Economie Diplomacy, 

r~\.\1achukt,,iu started i~•hat carne to be l'<nm\1n t:'!.S the shuttl i ng 

d:iplomacy. He travo::,llod to Tokyo in 1991 to solicit for· 

Japanese government assistance for SAP. A rnonth later, a high 

profile Japanese Economie Mission of 33 reputable men came to 

Nigeria to assess the nation's investment potentials. They 

discussed on how to increase Nigeria's export to Japan with 

Nigerian officials. Petrochernical assistance was also sought 

from these representatives. 

Nigeria on debt rescheduling. 

The delegates agreed to assist 

With the restoration of ties 

with Israel, a 50 man delegation left Nigeria for Tel-Aviv to 

explore the possibility of finding Markets for Nigerian 

products and the economic potentials in existence in Israel. 

The Head of the defunct Interim National Government, Chief 

Ernest Shonekan also went to New York in September 1993 to 

speak to American business community on the Economie 

D:i.plornacy. 

l:::conornic Diplornacy \,,,as not only at th~~ federal level 

alone, the state governors toc tried to canvass for foreign 

investments in their various states. The former civilian 

governor of Benue State, Rev. Fr. Moses Adasu, went to the 

1993 Lagos International Trade Fair to expantiate on the raw 

materials that abound in his sta.te to the interna.tional 

businessmen at the fair. He went ahead to tell them of the 
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peaceful climate which accompany these raw materials. He told 

them of the urgent need to exploit these raw materials 4
~ This 

is the spirit of Economie Diplomacy. 

The i ncreased i nvolvement of cir-ganisecl priva.te sectc:w 

(industrial, commercial and financial) in the country's 

diplomatie activities is witnessed under Economie Diplomacy. 

There is an unprecedented increase in the inclusion of private 

businessmen in government delegations t6 foreign countries. 

Bankers, members of Manufacturing Association of Nigeria 

(MAN),1--epresentat:i.vi::ls of Charnber--s of commerce, Industries,, 

t1ines and Agr--icultur·e and E><por--ters' ,.;ssociation ar--e noi.,\1 

prominent features in Nigeria's diplomatie pract1ce. 

Nwachukwu"s journeys to France, Brazil, Japan, South Korea, 

Argent:i.na and Indonesia between 1988 to 1991 were made with a 

contingent of Nigeria"s private businessmen. Their mission 

was to promote commercial relat:i.ons and attract foreign 

assistance from these foreign countries. 

These organised private sectors became involved in the 

formulation and implementation of gove1~nment economic 

pol iciEIS .. They also for--m part: of tlîE:l de1Eigations to UN 

(:leneral t·1ssembly and 0{-)U Summit. The OAU Ministerial and 

Summit Conferences at Abuja in 1991 provided an opportunity 

"for· the Private Sector to e><hibit their products in a "mini 

tr-ade ·fair" 44_ This fair was to open up long term business 
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relations with other African countries and at the same time 

promote the non-oil sector of the Nigerian economy. 

By and large, Economie Diplomacy has helped in deepening 

the country's dependence on foreign capitalists. The effects 

of this on the economy is very obvious. The costly effects of 

this policy has drawn back the developmerit of the nation by 

more than 20 year. In any case, if this policy can achieve 

the desired objective of developing the nation's economy and 

industry, perhaps, ~he adverse effects of the policy can be 

overlooked. This is why there is a need to examine the cost 

consciousness of Nigerian Economie Oiplomacy. 

3. 4 T.he .... H_i ge_r_i a.n .... Eco_nom_i c .... O_ip). oma.CY .... A.nd .... Cos t .... Co_nsc.i o.us.nes:::> 

Although cost consciousness had been part of Nigeria's 

diplomacy since the beginning of the economic crisis in 1982, 

i t i .... i:i tnessed a h:igh i ncrease duri ng the SP,P regirne and 

pa.rticula.r-J.y ~\li th the i nception cd the Economie Diplomacy 

strategy. 

Shagar:i • s boycott of OAU Summi t in L.ibya t,,1as donE:l to 

avoid los1ng western financial support and aid. The 

withdrawal of Nigerian trocs from the DAU Peace-keeping force 

in Chad was to eut down the huge financial cost of the Peace 

El°ff or·t. 
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The retrenchment of officers of the Nigeria's External 

Affairs and reduction of the number of Diplomatie Missions 

abroad was to eut cost under the Buhari administration. 

Bef ore the i rrtroduction of SAP in Babangida • s ~~arly day:s ,, 

Higeria's Economie D:iplomacy \,,1:itnessed cost consc:iousness. 

Concern for econom:ic profits made Babangida to quickly 

normalise relat:ionship w:ith Britain in 1985. The moves made 

to break the dead-lock created by Buhari, during Babangida"s 

negotiation for a $2.5 billion extended credit facility (ECF) 

from IMF is very important in cost - consciousness. 

The central elernent of profitability which was enunciated 

by Akinyemi under the SAP regime was cost - consciousness. 

Akinyemi opined that: 

If Nigeria is going to be regarded as an African 
leader and it is going ta ~:intail sorne cost to 
Nigerié:1, then, ri:::,~$pect for· t·.J.igeria should clictate 
that views of Nigeria be sought when the situation 
allows for consultation 4

~ 

He further observed that Nigeria was nota Father Christmas 

and aie! fr·orn her· to t'lf r-ican countri.E:!s cannot be ~,d.thout 

strings attachecl. General. Obasanjo's prompt and quick 

response was to see the position as short-sighted. He warned 

that such an attitude would rnake Njgeria ''less credible ahd 

• " 46 • non-rnater1al poorer . The staternent by Ak1nyerni shows that 

although he was net the apostle of Economie D:iplornacy, the 
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spirit of the diplomacy of SAP began to manifest during his 

tenure, it only became prominent under Ike Nwachukwu. 

Akinyemi took the Concert of Middle Powers (CMP) which 

t,,,as othen\Jis~1 knm,m a.s the Lagos Forum to the non-~·aligned 

Moveme nt ( NAi··1 ) . His assumption was that NAM ha.ci become an 

i r-relevant pol itical movernent. He sa~\J the Ct·1P as a mo1-e 

"effect:i.vE:i antidote ta the bipola1-i ty of the ~,101-ld "47
• And c:i.s 

a more successf ul "bridge bui lder·" bett,\Jeen the East and the 

West, a more useful medium for advancing international 

dialogue and co-oper-ation as ~,,el 1 as a strategy for the 

econornic development of the group 4
~ The Lagos Forum did net 

t,,,ork and :::~o i t ~\las abandoned for Technical Co1-ps Scheme 

(TACS). 

The TACS was designed in 1987 to provide African and LDCs 

countries with young Professionals. especially in medicine. 

engineering. surveying, law, agriculture and veterinary 

medicine. These professionals are deployed to these recipient 

countries for two years. Nigerian government pays the 

p1-ofessionals st:ipends for thei r- upl,eep t"ihi le the host countr·y 

privides accommodation. A~inyemi, the apostle of the 

prog1-ammE1 e><plai ned "one Medical Docto1- or one Engi neer 

working in Jamaica or Indonesia or whatever can counter the 

bad irna,ge c1-ea.ted by drug pushers " 49 
.. Akinyemi hoped that the 

Nigerian professionals would promote economic growth in their 
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state of assignment, tester mutual understanding between the 

:st:ab<:J and i'··J.iger-ia, and counter' the ugly image cn)ated by 

Nigerian drug-pushers with their good work and behaviours. 

Although the TACS has often been criticised, it was retained 

and defended on the grounds of cost-effectiveness. 

Mor-eover·, the efforts made by N:iger-ian gover-nment beb\1een 

.l 988 and l 990 to ~:Sec ure and r·eta in t h~:l good·-~\1 i 11 of US, 

British, Germany and France surtaced on economic benefits. 

Margaret Thatcher's -visit to Nigeria in 1988 and Babangida's 

subseqw:1nt visit t:o British in ,::)pd.l, .1989 signified thE::­

triumph of opportunities for attracting fbreign support for 

Economie Diplomacy over international political posture. 

The acceptance of a reversal of 1972, 74 and 77 

Indigenization Decrees, Privatizrttion of the economy, 

liberalization of International trade and devaluation of the 

Naira under SAP, are all aimed at attract:ing foreign private 

investments, rescheduling old debts and attracting new loans. 

The Babangida Economie Diplomacy also fashioned an American 

type constitutionally arranged two party system, contrary to 

Nigerian's needs and aspirations. 

Astate visit was paid to Nigeria in 1988 by the German 

President who was given a national honour and an honourary 

degree. Astate visit was also paid to France by Babangida in 
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1990. All these actions were aimed towards economic gains. 

The loyalty shown te the cause of the west was pursued 

and in cases where the loyalty was questioned, Nigeria was 

fourn.:l gi vi ng eL:1bo1~a.te excuses (,\1hich sounckid 1 i 1,.::e apologising .. 

'This happened during the Gulf war when the US and Britain were 

not satisfied with Nigeria"s refusa! to contribute troops to 

the UN Alied Forces. Nigeria's apologetic explanation was 

elaborate. Nigeria"s recent campaign on population control, 

acceptance of the continuous depreciation of the Naira, debt 

ser~vice burden and her· r~eservation a.bout enforcing ban on 

wheat importation from US are parts of the nation"s 

vulnerability to the west and international "co-ercive 

diplomacy" .. Tc displease the west is toc costly te the nation.· 

In the same vein, western sponsored projects which were 

ignored or reluctantly supported by Nigeria, before the 

economic crisis, are now embraced with enthusiasm because of 

the need for financial gains. For example, Nigeria's attitude 

towards the Lame Convention was that she was not interested in 

it. 1986 was to witness a reversal of attitude. Nigeria now 

has the greatest share of the aid and disbursement of the Lame 

thr·ee (III) Indicative ·pr~ograrnrne for- suppor·t for· SAP in 

Africa, Carribean and Pacifie (ACP) States 5
~ 
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Between 1986 and 1988, Nigeria promised Zambia, Zimbabwe and 

Botswana US $60 million after the air attack. By 1988, half of the 

money had been disbursed. Nigeria later launched a NlOO million 

Special Fund in 1988 for South-West People's Organisation (SWAPO) 

for~ i t: campaigns in Namibia. T hesE:l e><c lus ive sp~:i nd i ngs we r~~:~ 

justified on the basis of costs and benefits .. This is because 

racism in South Africa is seen as a security threat:, and spending 

to,,,,ards the eradication of apartheid can itlso be for- econornic 

be nef i ts .. This, according to policy makers, rneans that African 

resources would be exploited by Africans and for the benefit of 

Af 1-icans .. The fi nancial aîd of i'·l1,0 million tr~ade loan and $ r:. 
.... ~.-

rn:illi.on giVE:"!n to Equat:or~ial Guinea for the construction of an 

hospital, polytechn:lc and an agd,cul tural proj ect vu:1.s aimed at 

winning Equatorial Guinea away frorn racist South Africa .. This loan 

was justified on the basis of cost-effectiveness. 

The Nigeria's peace-keeping mission in Liberia (ECOMOG) 

has been linked to the diplornacy of cost-etfectiveness. The 

venture is to protect Nigerians in Liberia, their economic 

interests and assist in installing a friendly government that 

would respect Nigeria"s leadership. This kind of leader is 

not: seen in Charles Taylor. With the financial assistance of 

US and Britain to the peace mission in Liberia, Nigeria sees 

the mission as being politically inexpensive and relafively 

safe. 
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The Nigeria"s Economie Diplomacy has indeed reduced 

Nigeria's focus on general African problems for its own sake 

hence the open policy of give and take. The economy is now 

very important in Nigeria"s foreign policy and all efforts on 

·]eneral f~frican issue:s must have beneficial economic 

undertone. So long as the ebonomy is resuscitated, this could 

be overlooked. The fact that Nigeria has to be vulnerable to 

thE:i ~\1estern power--s has br--ought to an end her-- autonomous 

foreign policy. The success of this policy now depends on the 

managers and the management of the policy and most importantly 

on the foreign friends to whom loyalty has to be shown. In 

any event~ the dependent nature of the policy might make the 

pas:sibility of a successful surgical operation on the economy 

only a· mir·ag~::. 

3 , . .5 .$. IJ.m.m.st.C.Y. 

There was little doubt by the begining of the 1980s that 

Nigeria"s economy needed a~ urgent surgical operation. With 

the i nauguaration of SAP in .1986, i t beca.me desi ,--able to 

accompany it with Economie Diplomacy. Specifically, SAP was 

_ta diversify the econamy, correct the aver-valuation of the 

naira while at the same time pruning down the serious budget 

deficit. To enhance the influx of foreign capital with the 

d:ivr:3rsifiction 1t became imperative ta intr--oduce E:conomic 

Diplomacy in 1988. This policy was to enhance the realization 
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of SAP through the promotion of export trade, foreign capital 

investrnent and increasing foreign financial assistance while 

at the same tirne adequately rnanaging the country"s external 

debt:s .. Chaptet~ fou,~ analyis the e><t:Eint to which E:conornic 

diplornacy has achieved its airns. 

.l. E3a ng u t~a 
f) .J .fü.'1; 9 r .fJçJJ; J Y .111 .§. 
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Chapter 4 

ECClt'J.Ol'1 I.C .... D I_PLCH-1r~CY .... AND .. ..FORE I.GH .... RESPOHSE 

4 .. 0 .I.nt_rod.uct.i o.n 

Debt r"-Eë)SC hec! u li ng a. nd f org :ive n~:"!SS WEit"e some of t hE! 

important objectives of the Economie Diplomacy of the 

The nature of the external debts and the 

responses of the various creditors to the diplomatie 

initiative is the main focus of this chapter. In creating a 

conducive environment for foreign investments, Babangida put 

in place a lot of incentives under Economie Diplomacy. The 

responses of foreign investors will be part of the main focus 

of this part of the research. 

The debt crisis that started in the early 1980s c!eepenec! 

by 1985. The first major borrowing was the jumbo loan of $1 

billion in 1978 from the International Capital Market (ICM) to 

finance some developmental projects. More borrowing from the 

capital market was sought and cred:its from multilateral and 

bilateral sources dried up. State governments also resorted 

to unnecessary borrowing to finance various kinc!s of white 

elepha.nt proj ects. The debt bLffden, thus, SE'it into the 

Higerian economy. The debt service ratio that was 13.3% in 

1980 significantly rose to 26.4% in 1990. The debt.: :3e1--vice 
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rates that rose from 0.7% in 1980 to 25.8% in 1990 has beeen 

compounding the debt crisis 1• All these figure~ show that the 

Nigerian d~bt crisis is deepening. 
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The increase in debt stock in Table 4;1 shows an increase in 

loans f ,~am and the bi lat:er·ial and rnultilatera.J. 

Institutions. The default in the accurate comput:ing of the 

debt, the default: charges on overdue loan and the depreciation 

of the US Dollar against other major International Currencies 

that was used in disbursing the loan also led to the high 

increase in the debt stock. 

The arrears of trade debt that was accumulated by 

Nigeria's inability to pay for her experts led to the refusal 

of for-eign creditors to opE::n ne1,,.1 cr-edit lines .. t·J.i ge ri a, 

therefore. sought r-el ief by r-,c.:if i nanci n,g thE:: trade ar-rears. 

This action did not only fail to stop the trade arrears from 

increasing, but also skyrocketed and thus deepened Nigeria"s 

indebtedness. 
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The significant increase in debt service payment in 1990 (in 

the above table) was due to the two Paris Club Agreement that 

ran concurrently between May and December, 1990. 

Agreements required substaintial payment for servicing them. 

4.1 OE'Jbt .... REisc: hed u l.i.ng .... and .... Rest r· uct u 1-- i_nq 

t-Ll . .1 L.o.ndo.n .... C).ub 

The debts owed the London Club comprise trade arrears 

through letters of credits to Commercial Banks from the Bank 

of England (London Club). These debts were mostly incurred 

after the first refinancing exercise of 1983. By 1987, a sum 

of $2.8 billion payable and inc:orporated debts were refinanced 

and $3 billion medium and long term debts were restructured. 

The two figures made the sum of debts to be $5.8 billion~ 

The new agreement that was reached in 1987 included interest 

payment of one and a quarter percent per annum with a payment 

period of 5 years. Under the agreement, the banks were to be 

provided with new money of $320 million and to repay $1,345 

billion per annum. The high debt service commitment made it 

impossible for the country to meet thii obligation and she 

defaulted. 

By Mar·ch :L 989, the Refinancing and Restructuring 

Amendment Agreement was signed with the London Club. A number 
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of options were opened to the country under the agreement. 

These options included longer terms of repayment and 

conversion of payable debt i nto i nten:!st bE~ar·i ng security 

coupon with interest rate of 13.25% per annum and 18 months 

maturity period. The debt payments to London Club was reduced 

from the 1987 $1.345 billion to $711 million in 1989. Again. 

the cash flow into the country made it impossible for Nigeria 

to meet the terms under the 1989 agreements. 

March 1990 saw the request for a restructuring of the 

whole debt owed the London Club and a possible debt service 

reduction. The specific request that was made was that all 

commercial banks~ debts be converted into a 3 year Bond with 

a grace period of 10 years and interest rate of 30% per annum. 

Another opt:ional pt~oposal \,\1as that: the countr~y should be 

allowed to buy back the debt, be issued principal interest 

col latera.1 L::Eid Par· Bond and be al 101,\1,r~cl to go through the 

normal rescheduling system. 

The negotiation that follm\1ed this i~equest lasted for t1A10 

years and by January 1992, Nigeria bought:'back 62% of her debt 

and collaterized Par Bond for the balance of 38%. The debt 

service reduction that was realised under this agreement was 

transactec! through the Brady Plan Procedure~ Linder another 

prier agreement, Nigeria"s medium term loan of $7.5 billion 

was resheduled, four years of grace was granted debt maturing 
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between 1986 and 1987, starting from April 1986 te March 1987. 

Debt service payment during this time would only be on the 

interest payable. Principal payments were deferred to 1990 

and the payment schedule spread over a period of six years. 

The table below spelt out the terms of the payment schedule. 

Table 4.3: Payment Schedule. 

Per·iod PE:i t"cE:i nt::age Payable at 

Maturity 

1.st r~pri l .1990 to .lst Apr-:i_ 1 1.991 .5~f:; 

.lst (~pr-J_ l 1-991 to 1(-:;t April 1992 1.5% 

1st Pipril 1992 to 1st April 1.993 201~ 

J.st P1pr·i 1 199:5 to 1st Apr--i l .199·4 :2()~~ 

1st April 1994 to 1.::st (--1pri 1 .1995 20t 

.l::s t:: Apr·il 199.5 to 1st ,~p1--i 1 1.996 2f)% 

SOURCE; Federal Ministry of Finance in U. J. Ugwu and R. O. 
o la n :i ya n. ( ed. ) .t!.:i..9'êJ:.1.@ .... .J..n·t:.©.r..ns(çj9.n@.L .. J;.Ç,9..n9.m.I.ç:. 
,F{E:1,l.a t.:i o.ns O L.agos ;; t,.J.I I t1; 1989. P .. 1.86 .. 

All these agreements were signed after IMF has issued a 

bill of fitness on the Nigerian economy, w:ithout which 

negotiation with the London Club would not have been possible. 

The fitness bill was given as a result of Nigeria"s SFEM and 

other IMF and IBRD approved economic agenda .. 

CODESRIA
-LI

BRARY



114 

The debt management strategy employed with London Club 

has significant impact on the Nigeria"s debt burden. The debt 

restructuri ng under the Brady Plan t~/pe has signi f icantly 

reduced the debt from $5.98 billion in 1987 to $2.050 billion 

in .199 l H Also, Pr·omisor-y note::.:; tell sli~Jhtly frorn $4.8 

billion in .1988 to $4.497 billion in 199.1. The debt 

conversion programme helped to redeem $632.5 million by 1991. 

Although this is a significant amount. it still constitutes a 

very small proportion of the country"s total debt stock. 

4.1 ... 2 Par_is ____ C_l_ub 

The Paris Club is an ad-hoc group of western creditors 

governments that have been meeting under the chairmanship of 

the 1=rench Treasury since 1956 to replace bilateral 

negotiation with multllateral meetings of its creditors. The 

Club has evol ved pr·oceedur·es and practice ~,1hich have been 

adopted by the Bank of England (London Club). The Procedures 

include agreement to meet only after payment arrears have been 

made and the debtor country has agreed to an IMF recommended 

p reg rammE:~ 4 
.• 

The Paris Club"s mechan:i~~rn ha::::. not been effective in 

easing the debt difficulties of Africa because the relief has 

been very sma.11, insignificant and very costly. Although the 

Club insists on an !MF programme before debt reschuduling. it 
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does net provide new aid and credit facilities as part of the 

procedures. This klnd of treatment has made the international 

environment highly unfavourable to Africa. This unfavourable 

situation has made it impossible for Africa"s export to meet 

her debt and developmental obligations. 

The negotiation with the Paris Club that started in 1986 

conti nUE:'!cl ti 11 1991. \,\lhE:in Niger·ia got a "favourablE)" a.greement 

by rescheduling a total debt of $3.2 billion. The Paris Club 

debt accounted for· 53.3% of Ni,ger-ia''s total debt steel'-'. by 

.1991. This rnakes the debt the most significant of the 

country's burden that needs to be addressed for the country to 

achieve a.ny substantial economic gro,.,,,th. 13eca use ol the 

Club"s belief that Higer-ia is a wea.lthy and resourceful 

country, no concession has been granted Nigeria up to date in 

the rescheduling exercise. 

The agreement ïeachc-ld (,\li th the Club only presented a 

temporary relief and has net affected the net value of the 

debt .. The r·estructuri ng of the debt has alt,,1ays ber:rn for- a 

consolidated period of about 15 months and not on the whole 

debt stock. Rescheduling with the Paris Club has, thus. been 

the most complex and complicated of Nigeria"s debt burden. 

Under this rescheduling, several agreements always run 

concurrently. The 1990 debt service payment is an example of 

such concurrent payment. The Par-is Club debt 1--,~,schedul i ng 
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exercise continues to ma~e the total debt stock to increase 

significantly despite the fact that no new debt was incurred. 

The agreement that was signed with the Club between 1991 and 

1992 provided a debt relief package of $1,975.5 million and 

$1,063.9 million to be enjoyed between 1992 and 1993 

respectively. Afterwards, the normal debt service will 

continue and this means a higher debt service burden than what 

ex1sted before. The 1994 will usher into the service burden 

the amount of $2,883.43 million as against $1,809.41 million 

of 1993 and this means that the relief package of $1,063.9 

million that has been enjoyed in 1993 will go. The overall 

effect of this very significant increase is that the 

outstanding debt of Paris Club that was $18.291 million will 

increase to $17,793 million as a result of the consolidated 

programme of relief 5
• 

The table below is the plan drawn by the Federal Ministry 

of Finance to help Nigeria meet her financial and debt 

obligations. By 1995, an adequate recovery is expected to 

have taken place so that the domestic economic development can 

be pursued. CODESRIA
-LI

BRARY
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Table 4.41 NigeFia's RecoveFy Financing. 

\:hl 

E :i: p{Jr -t :.~. 
üiJ. 

E:i: poFt 

Totët1 EJ! port 

Invi!:.iblï'.:' 

Er..: .. tim;:1i:ed 
F:inancü,g 
f!s-t=tf.~1 !'" Rt?E~ch,, 

1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 

·! r:.: 
-~ 11 1,t 

,j 7 
.1. "'-\ 

1.8 1 l') 
• J 

980 1070 1180 1320 1470 1650 

12440 13630 15200 16800 18410 

9360 10030 10740 11510 12320 13200 

1870 2010 2150 2300 2460 

11230 12040 12890 13810 14780 

Debt SeFvice 4150 5120 18ü 

* Million BaFFels peF day ** DollaF Price per barrel (Projected) 

SOURCE; Extracted from Norld Bank and Federal MinistFy of Finance 
St ,:t t E·men t E. i n ü9 ,,,,u an d ü 1 ;.1 n i :·/ f:1 n E•d ,1 t:JJ . .9J~:1:..i1tü ...... J .. nJ .. f:!'.:.n.tJ .. t.Q.D.i~.J. 
EcDnom:ic .Re,Jat,ion!::.u i-iiIIl1f; Lagc~E-~ :i9fJ~Ï',: Pn:iB8n 
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A fi rst: glance at the table reveals a b:i.g pr-oblem in the 

projected value of the oil export. The projected price of oil 

export for 1994, that is put at $29.50 per barrel is faulty. 

This is because the International community has put the oil 

price at $15.00 at the beginning of the year. The $29.50 that 

was projected almost doubled the real price of the commodity. 

The Recovery Financing, therefore, becomes faulty because with 

the real price, Nigeria will not be able te meet most of her 

financial obligations. 

The analysis of the rescheduling programmes shows a mixed 

performance. The short term debt relief that was granted by 

Paris Club rescheduling resulted to a debt over-hang. A debt 

over-hang is a situation in which a reduction in the value of 

the clebt l,,ioulcl 1 i kely i ncr·ease thif.! e><pt~cted value of the 

future debt service payments. The reshed~ling exercise in 

Paris Club is a clear case of debt over-hang. 

4.2 Debt ____ Co.nve_rs_i o_n 

The debt conversion programme, that was introduced under 

the Economie Diplomacy is part of the recommendations of the 

The Plan recommended thre~ ways of encouraging 

grol,,1th and reduci ng debts. The first option is the debt 

Buy-back under which debts are to be repurchased through the 

assistance of the IMF and World Bank at discounted rate. The 
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second option is the Debt Conversion Strategy. under which 

floating market interest _rate debts are to be converted into 

new debts or assets with rates below the market interest rate 

and guc:u-anteed by IMF /11Jor-ld Bank Co11a.teral support. The 

third and final option proposed by the Brady Plan is the Debt 

Equity Swap under which debt are purchased by creditors for 

direct foreign investments in the debtor country. 

The Nigeria"s Debt Equity Cohversion is a strategy under 

which certain percentage of the country"s external debt is 

converted into Equity Investment in the country by the 

credi ter .. This kind of investment can be for financing an 

entire1y new company or expanding an already existing one. 

The debt stock and interest payment is expected to reduce to 

the leve1 of the conversion after debt conversion has taken 

place. The reduction in the external debt stock is expected 

to lighten the- burden of debt servicing. The airn of debt 

conversion. among other things. is to ensure cash inflow and 

to assist the private sector investrnent through 

recapitalization. By December, 1991, a total sum of $332.5 

million has been converted under the programme~ Below is a 

sumrnary of the debt converstion transaction that took place 

between 1989 and 1992 
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Table 4.6 is a summary of debt conversion transaction. The 

ta.ble r~-;hov,.rs that c'.:E:irtain conces:sions are 9iven at deb"t 

conversion. The concession can be in form of discount. The 

discount that v,ms of fEH'Od in 1992 al one amounted to $6. 9 

million and Nl. 0 165.6 million and between 1989-1992, a total of 

$360.6 million and N3.477.8 million were offered as discount 

at debt conversion transaction. In 1992, the proceeds 

realised from debt conversion i,.1er-e $1.45 .. 7 million and rU,263.2 

million. And between 1989-~1992, a total of $480.6 million 

and N3,911.8 million were realised as the proceeds from debt 

conversion. Although this debt conversion was expected to go 

a long way towards reducing the country"s debt burden, the 

portion of the debt converted was so small out of debt stock 

that the positive effect of the conversion was not felt. 

4 .. 3 1:::-0 r~e i_qn .. J~ss i_stance ... Pi nd ... .I.nves tme nts 

Barely one year into the existence of Economie Diplomacy. 

the following have been realised, among other things. in the 

search for money; a debt component free commitment of seeking 

technological advancement which made Argentina to undertake a 

joint venture with Nigeria"s Obudu Ranch and loan agreement of 

$27.9m was signed with the World Bank and Britain under which 

the World Bank (IBRD) would provide $23.3m,Britain $1.2m and 

Nigeria $3.4m~ This agreement and other loan agreements all 

carried soft:-·term and are di 1~ected towards the countr·y • s 
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economic recovery. 

4.3.1 Braz~l 

A1though Nigr:::r-ia sent a de1egation of bi.Jsinessmen to 

Brazi1 at the beginning of Economie Diplomacy, the Brazilian 

response has not been positive to the policy. The reason for 

this lukewarm response is not far-fetched from the non-payment 

of the debts owed Brazil by the Nigerian government. This is 

why investors are not keen on the investment climate ex1st1ng 

in Nig~:ir--ia. ]' "­- L. is!-1 per-htlps, for- thl:~:; reason that the 

Brazilian Ambassador to Nigeria admitted in 1990 that he is 

''battling ~\1ith this negative image''._. 

Th,i:! clebt pr-oblern has, as· a matter of tact, made· thE~ 

Elr-a.zilia.n gover-nment to stop financing their cornpanies in 

Nigeia since the beginning of Economie Diplornacy. 

President Babangida (former Nigeria's President and 

Messiah of Economie Diplomacy) went to London on a three -day 

state visit in 1989. Britain did not only give him a royal 

reception but also signed several agreements in support of 

Nigeria's Economie Diplomacy. An aid agreement was signed 

between Nigeria and Britain and Nigeria was to receive sixty 

Million Pounds, out of which ten Million Pounds was tied to 
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the pL.ir-c:hase of 81--itish goods. The si>ct:y Million Pounds 

became part of the 342 million Pounds SAP relief package in 

the January, 1989 agreement 1~ 

Although a pledge of $100 million in support of Nigeria's 

economic reconstruction effort had been made by Britain 1
\ she 

still signed another agreement to finance the supply of $10 

million worth of drug to Nigeria. N780 million was also given 

as aid grant to the government together with N71.5 million 

Technical Co-operation 1~ British Overseas Development 

1::idministration Blso app1--ovic:1d 1.5 million Pounds for· Univer·sity 

Equipment Maintenance Project in Nigeria. 

By October 1990, another agreement of British grant worth 

twenty-five million Pounds was signed again in support of SAP. 

This grant is part of another pledge of sixty million Pounds 

made during the Nclvembet" 1989 v,Jcwld Bani,.: J.ed Con:~;ul tative 

Group for Nigeria. With all these British disbursements, by 

1990 Nigeria became the second largest recipient of British 

grant aie! only after India. 

1:11 t ho ug h Br i tain has ::û1m\1 n an i rnp 1--e::..;!é.d vr::l t"espo nse to 

giving gi·--a.nt aid to 1-J.iger--ia, the same c,:i.nnot be sa.id fo1-­

investment. The British government and businessmen have shown 

lit:tle int:erest in investing in Nige1--ia. Inc!eed, t:heir 

i nter·ests in investi ng a.ppea.1-- to be t,\1ani ng due to the non 

payment of overdue outstanding debts owed by Nigeria. 
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TABLE q.61 Cummulative British Private Investment 1986 - 1990 

(M i,in.urn·,n 
. __ ,_ .. , ..... -.... ,._,_, .................... -.. -, ........ _ ..... -..... , ... _ ... _ ........ ,_ .. _ ............................................................................... _______ .................... ~ ... -............................... -................................................... ..--

Pa id Up Capital Dther Total of Percentage 
Plus Reserves Liabilities 1 and 2 Distribution 

in totë~l Für·:ieqn 
C:t:1,pi të•.1 
i nver::. tmt,n t 

(1}. (2) 

·-··--·--··-·· -··-·--·-·····-·······----··----·---·-·--······-·-· ···--··--·······--·-··-··-·········-·····-· ···-················-···-···············-····--··--······· ·-·······--··-···------·-·--···-·----!-

199ü 

[:,; Üï:H: ted -from CHH_.Er.:pn_omi c_ iF:d. Fi n,,1n c.i .-:1} .YP.v:i.f'!W., ".lnl. ·::;o ~ 1•k:i. ~:; ~ 
September, 1992. P.199 

CODESRIA
-LI

BRARY



The above tablEi revi::!als a graciual increase in the sr~itish 

investment in Nigeria. It rose from 54.5% of total foreign 

investmentin 1986 to 55.1% in 1987 only to fall to 41.7% in 

1988 but t:o rise to 57.4% in 1989 and fu~t:her to 65.4% in 

1990. Alt:hough this rise in foreign Private invest:ment 1s 

significant:, yet, it is not impressive. When the percentage 

is analysed in relation to total of 1 and 2, it is seen that 

the tata 1 t: hat: i ne 1~eased f r~om N507:5. 9 mi 1 r :ion in 1. 986 t:o 

t··~SS-10.1 million :in 1987 indicat:es less t:han a pet~cEintage 

increase, whereas the 1989 increase from N6254.5 million t:o 

N6828.0 million represent:s 8%. This increase is net: 

:impress:ive especially when one looks at: the incentives put :in 

place to encourage t:he i ncrea::;,3 .. . The 9raduaJ. i ncrease of 

investment: from 1988 (when the policy was inaugurated) to 1990 

shov,1s a ma:int:ained t:1~end. ~,!at:Lwal.J.y (and d.ghtly so) a 

positive response would have shown a much higher percentage. 
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Table 4.7: Flow of British Private Capital 1986 - 1990. 

~L986 

1987 

1989 

1990 

SOUl~CE:; 

(N r'iIL.LION) 

I nf 101 .. ,, Out Flo1 .. ,, t··.J.et F1m1,1 

(1.) (2) (3) 

1769.5 289.8 1479.7 

2304.7 .1870 .. 5 434.2 

1276.7 2059.9 --· 783.2 

1979.2 450.0 1529.2 

1.102 .. 2 529.0 .573142 

Comp i 1 ed f rom .C.IJN ... E.9.9..D.QJJ!.1.9 .... /J.D.~t .. f.Ï.D.?..D,Ç;},§tJ ... ..8.~.YJ.9..W .• 
Vol.3, No.3, September, 1992. P.196. 

Table 4.8 shows the distribution of flow of British Private 

Capital. Before the introduction of Economie Diplomacy, the 

net capital flow into Nigeria was Nl,479.7 million (1986), it 

f~ll to N434.2 million in 1987 and further ta N-783.2 million 

in 1.988. With the introduction of the policy, the net flow 

rose again to Nl529.2 million only to fall again to N573.2 in 

1990 when the policy has been in full swing. Inspite of the 

po1icy, the outflow still continued ta be at an increase. The 

inflow in 1986 (Pre Economie Diplomacy) was N1769.5 million 

with an outflow of N289.8 million. The outflow represented 

·16.4% of inflow. With the introduction of the policy and by 

1990, the outflow was N529.0 while the inf1ow was N1102.5. 

The outflow represents 48% of inflow. These figures indicate 

a negative response to the objectives that informed Economie 
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Diplomacy. This is because capital outflow that was 16.4% of 

inflow in 1986 before the policy rose significantly to 48% of 

inflow in 1990 with the policy in full swing. 

Indeed, it was between 1989 and 1992 that the Nigeria's 

budget was geared towards the support of Economie Diplomacy. 

The budgets put in place a lot of i~centives towards 

supporting Economie Diplomacy. Vet the :inflm,J of .capital 

dropped from 83.6% of outflow in 1986 to 52% Sn 1990. 

A tr·ade delegation of British businessmen ca.me to Niger~ia 

in OctobEit~, 1990 to survey the industr·ial cJ.imate. They 

identified many areas of interests ranging from estate 

development to book publishing. 

sorne obstacles to their investrnents in Nigeria. These are, 

lack of rniddlemErn, succes:si ve business thn~at:::S. to e>dst:i ng 

ones, harsh investment climate (i.e. buying shares and 

be corn i ng J.00% ot,\1 nr::i r~s) , un nec,essa ry de 1 ay in debt payme nts, 

government int:erference in business, little returns for 

i nvestment: on deval UEid curr·ency and, of cour':~;e, poli tical 

J• n<" -i--,,., !) 1· J J.i-·,1 13 
~.. ,:::) l ... ~ .. .. ........ ·~ 

In the a.rea of debt cancellation,. 131--itai.n pr·Ei'fers to 

reschedule the debts owed by Nigeria and servicing sa.me than 

to write them off or cancel them. Britain is more interested 

in giving grant aid to Nigerian and recovering the money owed 
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her than investing in an unstable Nigeria or cancelling a debt 

that was acquired through reckless spending. 8y and large, 

Economie Diplomacy can be said to have failed in the 

n"!c:J.lization of its objectiv0:s vis-·a.-vi::; Br·it:L:'.-:.h investment and 

debt cancellation. 

Ft"i:J.nce 

Alt:hough France deemed it fit to Cf.:'1.nc,::d Ghana's c!ebt 

totalling $22 million and converted anot:her $44 million into 

grants. Frbnce did not see the necessity in doing the same 

thing for Nigeria. France, just like Britain, did not see 

Nigeria as being eligible for debt cancellation. she prefers 

·t··c r"".-.L-""C1 U]"" 'r 1·J·(,··1er·i--•,,, ,,..,r,1,.,.,C.,"I 4 
•• ,1 ~-:-.;,~ 11~~ I . C '•1 • ;x:i ••1 .J ... r.3. ..".."::> ~ .... i::~~k) .. ~ 

. The consolidated agreement that Nigeria signed with France 

in September, .1989 was to facilitate the Agreed Minute of the 

Paris Club of March, ·1989. 

In the agreement, Nigeria was to repay debts open~d for 

refinancing, and the consolidated debts not opened for 

r--ef i rw.nci ng ~va.::;; to be r--escheduled a.nd r·epa.id di 1--ectJ.y to 

Compagnie Francaise d"Assurance Poor le Commerce Exterieur. 

During Babangida"s state visit to France in 1990, another 

agreement was signed with the French government. Th:î.s 

agreement was a mutual protection and encouragement of 
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investment for an initial period of 10 years. The conditions 

under the agree1r1ent make expropria.tien or-- nationc:11 ization 

clifficult .. Any measure that would clisposses France of her 

investment must not cliscriminate or be contrary to the 

Anothet" aç:1reE~m(~nt aimE:-icl at preventi ng double 

taxation and tax evasion in relation to incarne and capital 

gain was also signed 1~ A loan of $24 million accompanied this 

agreement. Compensation is to be paid by Nigeria in the event 

of nationalization of French ventures in Nigeria. 

However, there was nothing in the agreement about 

Nigeria's reaction to the contradiction that can arise between 

the terms of the agreement and Nigeria's national interest 1
~ 

Bl'.:::fore thi~:::. time ,, a loan of $200 rni 11 ion , .. ,,as signed ,,,iith 

All these cont1--act,,:id obligations, indicate ,:l. 

deter-·mi na.tian to foster- clos,2r economic links .. Although 

French Trade Missions have been to Nigeria as follow up to the 

ag1-eement, no signif icant r-e:spons,8 Cfl.n yet be seen at thE:, 

level of Fr-ench Priva.te I nve~;tment in Higer--ia. One can 

continue ta hope that the agreement will make France to show 

a positive response towarcls investing in the manufacturing and 

agricultural sectors of the economy. Today, 011 takes more 

than 90% of the France - Nigerian trade relations. Thus, the 

Economie Diplomacy"s objective of diversification and trade 
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e>,::pa.nsion is yet to be r·t~al ised _ 

Nige1-ia. have not beon fort:h--·coming .. 

former sees the latter as Britain"s responsibility_ And France 

believes that since Britain does not see the rationale for 

debt forgiveness, she (France) has no cause to see it as being 

an important obliciation. France"s Policy of debt forgiveness 

and debt conversion into grants is more geared towards the 

Francophone countries and she believes that Britain should do 

the same thing towards the Anglophone countries . 

4_ 3 ... 4 . Japan 

By September 1988, Nigeria sent a delegation of private 

and public sectors to Japan to solicit support for Nigeria's 

Economie Diplomacy .. By 1989, Japan has redeemed her pledge of 

:$200 mi 11 ion in support of Nig,i:lria. 's economic development 

efforts. A favourable term of 8 years of grace and 20 years 

repayment with 3_5% interest rate accompanied the loan 1~ 

In the spirit of Economie Diplomacy, the Japanese 

Ambassador to Nigeria Mr. Mitsuro Donowaki was confered with 

the Honour of Commander of the Orcier of Niger (CON) in August 

1989, when he completed his tenure. June 1990 saw another 

donation of N2 .. 5 mi 11 ion to the r~ational Thea.tre by the 

.Japanese gover-nment in suppor·t of Nigeria"s cultural 

promotion. Another N10.3 million was given as assistance for 
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the eradication cif Guinea-worm and to improve the training 

facilities of Nigerian Institute of Oceanbgraphy and Marine. 

In the area of inve~:d:ment, although Japan ha:s., ~dnce 

1990, been the major contracter of Eleme Petrochemical Phase 

II (a contr,:i.ct of more· tha.n $1 bi 11 ion). her· responsE1 to 

Nigeria"s call for investment has net been impressive. She 

has shown serious reservation and caution in investing in the 

countt"Y .. This 1+ ·~· 
~ ... ) ;li perhaps. l,\, hy J apa n has alternated a.ici 

gra.nts for i nve~$tments .. hE'ir actions. .Japan J• <:: 
-~' not 

expected to show any positive response to investing under the 

favourable terms of Nigeria's Economie Diplomacy. 

"t.~ ... 3 .. !5 

been purely political both being members of the Commonwealt~ 

The advent of Economie Diplomacy, however, introduced a new 

focus into Nigerian - Malaysian relations. 

Thr~ September· · - October· 1989 meeting of Commom\1eal th 

Heads of Government Summit saw the two governments becoming 

c:H\la.r--e of the kl nd of econondc t"E:,l,:ltion tha:t could E!>dst 

bet1.,,ieen t:hem. Although Ma.la~i1sia. is a.lso a.n oil exporting 

country. her own economy is diversified - oil experts accounts 
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for 30%, Agriculture 30%, Manufacturing 30% and Services 10%. 

Nigeria saw a need to emulate this kind of diversification. 

Within two months, an agreement had been signed between the 

two countries and this led to the creation of Nigeria Group of 

15 Economie Council (G.15). 

The Council was to start with the promotion of trade and 

information about Nigeria"s economic potentials. this is to be 

follm\ied by a similar thing on the Malaysian eiconomy and 

subsequently on other members of the G.15. This agreement: 

appears to be insignificant because Malaysian total export to 

Higeria is not mor·e than $25 mi 11 ion per annum. This is 

perhaps because the two countries' experts are the same - palm 

oil, crude oil, rubber and cocoa. Not only this, Malaysian 

companies are small and therefore not capable of providing the 

ki nds of large :t nvestroerrts need~:id to faci 1 i tate Nigeria• s 

Economie Diplomacy. Of importance is the fact that despite 

the signing of the agreement, Nigeria has no High Commission 

in Malaysia. even though the latter has had one in Nigeria 

since 1965. 

The Malaysian governrnent a.lso requested foi~ the provision 

of ba.sic fa.cilities, like easy communication links, b:ilateral 

payment agreement and direct postal links in the agreement. 

Knowing the Nigeria"s system of operation, providing a.11 these 

basic facilities could be difficult after al1. 
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4.3.6 United States Of America (USA) ...................................................................................................... ················· 

Between 1986 and 1990, although American investment in 

Nigeria has been on the increase, the era of Economie 

Diplomacy indicates a nagative response. Moreover, when the 

incentives put in place to encourage American investment is 

juxtaposed with the investment, the response will not be worth 

all the troubles. 

Table 4.8 Cummulative American Private Investment 
J.986 ... J. 990 

(t~ ~1ILLI0N) 

Pa.id Up Capital Other· Total Per·centage 
Year Plus Reserve Liabilities 1 +2 Distribution 

1 in Total Foreign 

l Capital 
1 I nvi:::stment 
1 

(l) ( :2) (3) (4) 

1986 523M6 857 .. 9 1.381 M 5 J.4.8 

1987 é,23 .. 2 575.3 1198 .. 5 12.0 

1988 927.3 .1807.5 2734, H 8 24 .. 1 

1989 1236.3 - 593 . .5 642.8 5.9 

1990 .1923.2 ... 1713.9 209,.3 :2 .. 0 

SOURCE; Comp i 1 ed f rom CJ}N ... l;.ç.9._!J.9..IJJ.ÎS~ .... ê.n.9 ... .P. .. Ln? .. nç;J.?..J. .. .R.ê.YJ.?..\'/., Vol . 
30, No .. 3, September, 1992, P.199. 

Although American paid up capital plus reserves increased from 

H623.2 million before the intr·oduction of the policy, to 

t'-J.1236.3 million after the introduction, this does not indicate 

a positive rEi:sponse to the policy .. This is bEicau:se the 
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Nigerian currency lost its value between this period at an 

alarming rate and because the American dollar has been give~ 

a superior status with the devaluation, the response is by far 

below expectation. 

Also, Amer~ican other l iabi li ties that t,,.ias N575. 3 mi 11 ion 

before the advent of the policy increased to N1807.5 million 

in 1988 only to fall very sharply after the inauguration of 

the policy in 1989 to ~ N593.5 million and further to 

- N1713.9 million in 1990. This is definitely nota positive 

response to the policy. The percentage distribution that fell 

from 24.1% in 1988 to a mere 2.0% in 1990 is not ~n impressive 

r~e:,,;ponse .. 

Table 4.9 Flow Of American Private Capital 1986 - 1990 

(H MILLIOH) 

Year I nf lov,1 Out f 101,1,1 HE~t Flm1,1 

( J.) (2) (3) 

.l9S6 .1359. :2 847.9 .5.11.3 

1987 1762.8 1945 .. 8 .... 1.83.0 

1.880 327:2 .. ,:, .1736 .. 3 1536.3 

1989 1642.4 37·3;3,4 ~- -· 2096.0 

1990 6003.l 6436.6 - 433.5 

SOURCE; Comp:l led f t~om .G.P.N ... f.9.9.D.9..m.fç__JJ.iJ.9 .... [.J.ntAn.Çj,_9..) ____ R.f;'!.Y.l~~w. Vol .. 
30, No.3, September, 1.992, P.196. 

'. 
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U.K. 

u.s 

J_3.':, 

Table iL 10 shmv:::; the f lm\, of f~mer-ican capi ta.l. The net 

capital flow tha.t was N1536.3 million in 1988 dropped a.fter 

i:: he i nt rod uct: ion of the poli cy to H-·2092. O rn in 1989. By 

1990, the capital inflow has increased from N1642.4 million of 

the previous year to N6003.l million and the capital outflow 

increased frorn N3738.4 million to N6436.6 million during the 

sa.me YE~a r·:~;. The 1990 figures indicate a negative response. 

This is because the inflmv of capital tha.t :i.ncreased frorn 

N1646.4 million te N6003.1 million reveals an improvement from 

other years. However, this response turns negative when the 

whole capital and more 6apital flow out of the country through 

the repatriation of l'--J.6436.4 million. 

Table 4.10: Value Of Poreign Campa.nies" Fixed Assets 1986 -90 

~L 986 1987 1988 1989 .1990 

1955327 2400395 2920887 4066786 623()331 

1733860 .19841,93 225':-?.1:23 2540223 4394220 
1 

E>w l ud i n,g UK\ 
\ 

1 
l 

1 

\ v,.1/Eur-ope 1559695 .l:366520 J,998228 2330144 5225194 
l 
1 

Unspecified l 

Countrie::.:-; 1067097 1260428 1563461 2233211 4.':,3.1059 

Total 6315979 751.1.E53t~ 8741699 11170364 20389S04 

·---------~ 

souncE; Compi 1 ed f r-om .C.B.N ... !;_ç_QJJ.P.rn .. :i..ç .. J\nst .. f.l.n@ .. r.u;:;:J,.@J .... R:?.Y.i.{1.w, Vol. 
30. No. 3, September·1992, PP. 212 - 215. 

-

1 
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Table 4.10 shows the value of fixed assets of foreign 

companies in Nigeria between 1986 and 1990. The table reveals 

the value of the British fixed assets accounting for about 

31.4% of all foreign owned fixed assets. The fixed asset, 

that is distributed across all the economic sectors, shows a 

gradual increasing rate. The value of UK fixed asset that was 

N1955327 million in 1986 had increased to N6239331 million by 

1.990 .. Other Western Europe Countries (excluding UK) asset 

that was N1559695 million in 1986 had increased te N5225194 

million by 1990. The total of foreign fixed asset that was 

N6215979 million in 1986 had increased ta N20395804 million 

by 1990 and the US fixed assets accounting for 22.1% of total 

foreign fixed assets. 

All the increase in the rate of fixed assets is supposed 

te i ndica.te a posi t:i ve response to Economie Diplomacy but 

looking at the reality of the Nigerian polltical economy, the 

increase could be partly due to the depreciation of the Naira 

vis-a-vis other major foreign currencies. 

Although Economie Diplomacy cannot be said to have been 

successful in realising its objectives, one cannot say that it 

has totally failed. It has recorded success in debt 

resheduling, debt conversion and grant aid but the same cannot 

be said for private foreign investment and diversification of 

foreign exchange earning base of the country. This is because 
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of investors' preference to tread on a familiar area (oil) and 

take their time to look before leaping into an unknown area. 

This is why this study opines that the external response to 

the spirit of Economie Diplomacy has been mixed, cautionary, 

slow in coming but could be promising if viewed outside the 

outflow of capital. But if viewed in relation to outflow, 

then the study can assert that Economie Diplomacy might never 

realise its objective of developing the economy. 

In any event, what these countries are ready to give is 

net what Nigeria wants. Although the grant-in-aid given has 

been very useful, Nigeria is more interested in their 

investrnent: that can help to develop the economy on a long 

term. On the 1,vhole, since the clirnat.e has not influenced 

capital inflow, the country might find it very difficult to 

,:i.chieVEi the objectives that i nforrnec! the initiation of 

Economie Diplomacy. 
f 

4. 4: _Go ver~ nrnEi nt ........ DE!f ici ts .•......... .I.n.f.l.at i.on ......... Gr.o.t,,1.t h ......... And ....... ..For-e i.9 n 

Exc.ha.nge .... Ea.r.n.i.nqs 

One of the objectives that informed the irnplernentation 

pruning down the budget deficit-has not been 

realised. From the beginning of SAP till date, budget deficit 

that ballooned in an uncontrollable manner maintains a 

permanent feature in governrnent financing. 
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Table 4.11: Government Deficits. 

PRE SAP YEPiRS SAP VEARS 

Year- Deficits Year~ Deficits 
-· - . -

(N t·1ILLim·J.) (rJ. MILLIOM) 

1980 1,972.2 1987 .5,889 . .1 

.1981 5,397.7 .1988 .12,.160.9 

198:2 6,104 .. .:L .1989 15,266.1 

1983 5,070.0 1990 23,357.1 

1984 2,615 .. J, 

198.5 3,589.2 

1986 2,666.8 

r-1v,9rage --· tiverage --

Deficit 3,916.4 Deficit 14,.168.3 

1 

SOURCE; Compiled from ECPER_JoµrnaJ., Vol. 1, No.1, January -
Mi.:ffCh 1993, P. 9. 

The introduction ·of SAP has only helped in t,\lorsening the 

deficits problem. An average deficit of N3,916.4 million that 

was redorded in the pre-SAP years has increased to N14,168.3 

million with the implementation of SAP. This increase is due 

to the massive deval uation of the SAP era .. I nf la.tionar-y 

pressure also increased drastically with the introduction of 

SAP .. 
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Table 4.12: Inflation Growth Rate 

1980 1981 1982 1983 1.9841 1.985 1986 1987 1.988 1989 1'990 
---·-

% 9.9 21.0 7.6 23.2 39.61 5.5 5.5 10.l 38.2 :38 .. 1 :-so .. 1 

SOURCE; Comp i_l_ed ... f _rom .... ECPER ..... J ou r na l., Vo. l, Ho. l, Jan ua r·y -· 

March,1993, P.12. 

The i nf lationary grm\lth rate that had stabi l ized to 5 .. 5% 

before SAP rose drasitacally to 38.2% in 1988 ~AP and 30 .. 1% by 

1990. Al l these shü!-\' the adverse effect of SP,P on the 

economy. 
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Tot.a.1 

E:!! pot t !::. l:.1~- ~·, 

of Elports ]8.80 

Food 

o·f Import?::. 

E:t! pc,.irt~. l1s. ~~ 

D·f Impc:c~:·t~:. 

r·, .. ··'· •.. f', 1:~ t t:" 

E )! p D i:· t ~~- i~i ~- :1~: 

o·f GDP J. ;1;_ .. 

:··1 ., ., 
j.- a J, .i: ,.. 

Yb.JV 92.90 92.50 

•J •"i.' ., •! 
.i .!.'. c_\ ·" ;·:,- .t 

.. ... 1 

,t~. rt / 

i::, ·" -:·~ {\ 

7n9 

·! r.: 
J .• J 

!'~ •! r; ,ri 
:r J. ·" .1:. ',.! 

1990 

188.27 105.40 187.85 240.33 

l ... 8 

1")•1 

.1.: •. 1.. 

,, .-. 
J .. ),,i,.i 

;:: t'i 
,,( n .f. 
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Table 4 .13 shm.,is an i ncrease in the export earni ngs f rom 

$12,814 million in 1982 to $13,670 million in 1990 while the 

value of imports reduced from $16.061 million in 1982 to 

$5,688 million in 1990. The value of experts as percentage of 

GDP has also improved from the 16% of 1982 to 42% in 1990. 

All these improvements shov~ an increase in the country"~;; 

foreign exchange earnings and the gains of the period have 

been spent on servicing and resheduling debts. And although 

thEire is an :i.mpr-overnent in the e>(port earni ngs over- the 

imports, import dependency still exists in several areas of 

the industrial sectors. 

On the ,.,\lhole, SAP has not succeeded in laying "a basis 

for a su::st:a1 r,ablr:~ non-i nf lationary gro1,\1th". The norni nal 

gr-oh,th, if any, has been c!istor-ted by ver-y high i nf la.tien 

grm\1th. 

t:J .• 5 t-J.i_qEi r-i.a n ... Eco.nom.i c .... Di_p l.oma.cv ... A.nd .... s ub--·Sa haran ... Af.r_j. ca.n. .. .Debt 

c.r.is_is_. 

Across the continent, debt servicing burc!en has often 

been a problem td the economic growth. More than 30 out of 

the 44 countries in Sub-Saharan Africa (SSA) have been 

rescheduling their bilateral debts with the Paris Club. More 

than 24 out of these 30 countries are classified as severely 

inc!ebted countries 2
~ This debt burden has made these African 
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countries to be structurally weak, economically dependent and 

peni::,tt"a.ted. 

The terms of trade shock is one of the things responsible 

for the debt problem facing SSA. The trade decline of more 

than 25% bett,\1ee11 .1980 and .1988 met the continent unprepa.1--ed 21
• 

i'fost SSPi countriE!S, just like Hige1--ia, borTm,ied e><ternally 

with the belief that the decline would only be a temporary 

problem. By the time they were able to see the problem as a 

p,~rmanent feature in thei 1-- economic activities, the debt 

crisis had set in. The terms of trade shock made SSA nominal 

GDP per capita to decline from $6.12 in 1980 to $485 in 1990" 

and much lower now. The debt burden became unmanageable for 

SSA.4 

Dragnoslav ,~vr-amonic oi" the the European Center for- Peace 

and Development sees 1--eduction of African debt !.:> <> ....... ~ ... , 

necessary. This is because the huge nature of the debt burden 

is constitut:i.ng 1r,c:ire than 100% of r-Hd,ca.'s Gr~P 23
• The ·falJ,ing 

commodity pricing of the world agricultural products is 

seriously affecting SSA whose main export product is primary 

products. The decline in the pricing has not only signalled 

the beginning of the debt crisis between 1980 - 1983, but also 

made the debt burden very serious. The debt service. at the 

beginning of 1991, was taking up to 38% of Africa's declining 
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Uf<. 's Chancel lot~ of E><chequer, .John Major, proposed a 

complete forgiveness of Africa's debt, if the affected 

countries implement sound economic policies. This pr~oposal 

tha.t came to be knm\1n as the "Trinidad Pr~oposal" w1s made c,n 

7th September, 1990 2
~ 

Hm,.1ever, the (fobt problem tool-.:: a differ·,::,nt dimension t,\lhen 

the vJor-J.d Bank Sponsored a p1-oject on ,~frica's economic 

cris i s 26
• The main issue in the project was to address the 

cause of poverty and underdevelopment in SSA. Rather than 

addressing the issue of economic development, the study sees 

the achievement of economic growth within the rubric of SAP. 

The r-eport sees Af r·ica" s problems as bi::,i ng occasioned by 

corrupt leaders and lack of proper management of capital into 

projects. 

In an escapist approach, the study fails to assess how 

Africa got into her preient state of underdevelpment and how 

International institutions like the World Bank contributed to. 

the underdevelopment. Al though, the r-eport pn~sents thE:l 

t,\1ester-n nations as benevolent t,\lith their assumption of the 

donor countries' role, the report refuses to show how these 

western countries carne to acquire this role in Africa. 

Expectedly, the role of the debtors in the development of· the 

western countries and institutions is net explained. 
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The report further goes ahead to believe that SSA has net 

industralized because efforts at industriali.:z:ation focussed on 

state-led creation of capacity at the expense of ta.king into 

account cost of markets. This view is certainly the wrong 

interpretation of blocked capitalist association ~\iith 

irnper-ial ism in Af 1-ica. The extt-avagant economic pol ici es 

r·ecomrnended by the study is a t,\1a.y of perpetua.ting their 

imperialistic tendencies and consolidating the dominant role 

of western capitalist. 

This is why SAP has been recornmended by the Report. It 

is th:ts sa.me Sr~P- that calls for· 1iben3.lizatfon of tt--ade (as 

opposed to protectionism). devaluation of currency, removal of 

subsidies etc. The imperialistlc urge is to see to the total 

Af rican economy through the i re:<pe ns ive 

policies .. This, per-ha.ps, e><plains ~\ihy the Eur-o-··dollar and 

other western currencies facing serious crisis and inflation 

have not been devalued like the African currencies,according 

to Ii"iF standard. 

By .199.1, net less than 30 African countries have adopted 

SAP with its external policy of Economie Diplomacy. By 1993, 

the promise of a speedy socio-economic development under SAP 

has not been real ised .. These r-~f r-lcan countries a.re sti 11 

exploited, underdeveloped and highly depenclent on these 

International institutions that recommended SAP and its 
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Economie Diplomacy. The belief of these western institutions 

is that the benefit of SAP is slow in coming because of the 

structural impediments to growth in Africa. r.-rnd these 

impedim0nts can only be removed over a long period of time. 

World Bank attributes this problem te the deplorable level and 

efficiency of ca0ital investment in SSA 2
~ 

rfor·estill, in or-der- to try and follN\' the econornic 

reforms driving the common men of Africa into poverty, the 

vJorld Bani,, had a "Pov,3r·ty 11,!or-kshop" in Madrid and Par~is 28
• 

Cr-i tics of foreign aid agencies, poli ticians, and academia 

experiences on what World Bank Market - freeing reforms are 

doing for the poor and how best to help the poor countries. 

"Poverty r~eduction handbooks" ~1,1er-e issued · to al 1 l,1~orld 

Bank officials to help them assess how each project affects 

the poor~. Lewis Preston, World Bank President: opined that 

"poverty reduction must be a benchmarl,ç aga.inst t,\lhich our 

pE:"!r-fonna.nce as a developrnental institution must be mëasured" 29 
.. 

However, the problem will be on how to achieve the goal since 

the reforms do not corne out as predicted by the World Bank 

theor-ie:::;. 
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4.6 $.!-e.l!D.111.@.CY 

E:conorrd.c diplorna.cy 1;,,1as introducec! to help resolve the 

debt ,9.nd economic cr·ises .. Substantial debt rescheduling 

activity \,,Ja.s achieved by 1.992. A propor·tionate reduct:i.on 

through the rescheduling and Debt Equ:i.ty conversion was 

realised under debt management. However, this reduction was 

i nsgni f ict1nt in r--elat1on to the total dE1bt stock.. De--·· 

investment, Profit repatriation and concentration on the oil 

s,8cto 1-- ma.de it impossible to a.cquir·e a.ny menaingful 

development through foreign investment. The foreign aid that 

v,1a.s r,8al ised 1,,1as ti0id to the pur--chase of donot'" countries '' 

goods and this has net made it possible for Nigeria to be 

independent in foreign a.id management. Debt forefiveness has 

net been realised under Economie diplomacy. The next chapter 

summarizes the findings .of the research, presents the 

conclu:sion, e><arrd.nes the :impl:ications on Nigerian fon:d.gn 

policy and profers some suggestions. 
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Chapter 5 

SUt"il·iAFï~V .... OF ... F I}"·lD I.HGS ........ COHCLUS I_ON ...... .I}"'iPL I,c,:1 TI.ONS ... P1ND 

.8.i;;.G .Q t1.tiJ;t-:!.O PJ.T .J. .Q tJ.$. 

5.0 .I.nt t"od uct i_o n 

The Economie Diplomacy of the Babangida administration, 

which was expected to help develop and revamp the Nigerian 

economy, has instead deepened the economic crisis. The policy 

was introduced originally as a complement to SAP. which in 

itself was to alter the economy and resolve the debt crisis, 

foster- fc:rr--eign investment and stimulate production.. The 

extent to which the policy achieved its major objectives has 

been the major-- f ocus of this study. In this chapter. ~\,e 

summarize our findings, present our conclusion, examine the 

implication of the policy for the economy and for the Nigerian 

foreign policy in Africa .. Finally, this chapter offers some 

recommendations. 

5 .. 1. s.umma.ry ____ Of .... F.i.nd_i_ngs. 

In this study, we found that the new Economie Diplomacy 

of Babangida administration has meant a number of things. The 

most important of these meanings was the importance and the 

need ta market and sell Nigeria to the International business 
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community .. In doing this, the management of the country's 

debt became very important. This is why this study sees the 

management of Nigeria's debt as being the bedrock of Economie 

Diplomacy. The need to manage this debt became very important 

with the inception of the policy. This was to present the 

country to the investors as a credit worthy and investrnent 

\,,,orthy nation .. 

The study also revealed that Economie Diplomacy meant 

debt rescheduling, clebt: fc,1~,giveness and debt equity 

conversion. The rest:ructuring and rescheduling of the Paris 

Club debt was of particular concern to Economie Diplomacy. 

The research reveals that: several agreements with the Paris 

Club ran concurrently under the resheduling exercise. Between 

1991 and 1992, a debt relief package of $1,975.5 million and 

$1,063.9 million t,,,as to be enjoye.;::I beb,,een 1.992 and .1993. 

Afü":lr this period, th~) no1~mal clebt sendc~:i payment wa:::-, to 

commence. And this would mean a higher debt service payment 

than what existed before debt: resheduling. After 1.993, the 

debt senti ce payment to the Paris Club would be $2,883.43 

million as against $1,809.41 million of 1993. The implication 

of these figun:is is that the r~elief pacl,çage of $1,063.9 

million 1,.\1ould have to go 1
• This is v .. ,hat is cal led clebt 

The creation of this kind of debt by the 

:i nternat:ional i nsti tuti.ons is faul ty because they are only 

funding the debt creat:ed by their own policy. 
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Foreign investment has also been found to be of paramount 

importance to Economie Diplomacy. The Diplomacy meant the 

encout~agement of f cweign through tracle 

liberalization. Shuttling diplomacy and the need te win the 

confidence of foreign f ri ends 1;,Jho \,1,1ould invest in Nigeria 

became very important to the spirit of Economie Diplomacy. 

This was why the apostles of the policy reiterated on the need 

to v,1in the confidence of the:,,,e foreign fri,ands by shov-iing 

loyalty to their cause. 

Our study shows that the flow of foreign investment into 

Nigeria, since the beginning of Economie Diplomacy, revealed 

unwillingness of foreign investors to direct capital into the 

country. The 1989 CBN Review revealed that the most important 

economic sectors experienced very little inflow of capital 

i nvestment 2• This finding shows that the inflow of foreign 

capital regardless of the domestic policy 

incentive, has not been available and where available it has 

not been directed at the primum sector of the economy. 

It was clear that capitalist is preferred investing in 

r-.:,ectot~s 1 .... 1i th grea.ter advanta·]t:J to thern than in those that 

1,1,1ou1d help to achieve and deve1op sustainable grm1,1th in 

Nigeria. This attitude 1t~as par~tly due to the nature of 

existing productive forces including access to host market and 

partly due to the poli tical cl irna.te in the country .. lt,Jith 
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political instability, investors preferred short terrn 

investrnent and profit repatriation than long term investrnent 

and profit re-investrnent. In any case, foreign investors are 

more concerned with profit making than developmental issues. 

In all the data analysed, the inflow of foreign 

investment has not been encouraging. This was why Babangida, 

the originator of the policy noted that: 

during the period under review. much was done by 
the governrnent to free the econorny from unnecessary 
bureaucratie control and create a more conducive 
environment for the injection of new capital in the 
econorny. It is however disheartening to note that 
inspite of these efforts. prospective investors 
still found residual impediments in the system 3

• 

The investors showed lukewarm attitude towards investing 

in Nigeria and rnost of the surpluses of these· few investments 

were expropriated through profit repatriation, free 

incentives~ royalty fee and licences. These foreigners were 

not only perpetuating a deepening dependence but also trying 

their best to sap the means of development. This tendency 

showed that there was a net outflow of capital over and above 

the initial investment inflows. This confi0ms the argument 

that the decapitalization process of foreign investment does 

not only nurture external dependence but also reinforces the 

center-periphery relation which is a system of inequality 4
• 
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Another important issue addressed in this research is 

t,\1hethe1~ Economie DipJ.omacy was a nev,1 t:ht~ust in t···1igr:ir-ia's 

foreign poJ.icy initiatives or not. The study rêveals that 

Economie DipJ.omacy was not necessarily a new thrust in 

Nigeria's foreign policy initiatives. From BaJ.e1wa' s 

non--·al i ngment to Govmn' s J.ea.di ng ,~oJ.e in the f onnation of 

ECOl1,Ji01S right down to Sha.gari 's L.agos Plan of Action and 

Buhari's counter-trade, traits of Economie Diplomacy had been 

identified. The areas of differences were in the strategies 

empJ.oyed, re-ordering of priorities and areas of focus. Right 

f rom i ndependence ti 11 date, rJ.igEn-ia' s foreign pal icy ha2, 

always been determined by her domestic economic requirements 

and the nation' s pal i ticaJ. r-elations has often been more 

intense v,1:i.th the countr·ies that aTe hE:ll~ biggest tr-a.ding 

Issues 1 i ke f or·eign aid, f oreign ti-acle, f 01-eign 

economic assistance, foreign loans and regionaJ. economic 

groupings have aJ.ways been important features in Nigeria's 

for-eign pol icy. 

This finding is not to dismiss the strong emphasis that 

Babangida pJ.aced _on Economie Diplomacy, far from that. The 

::strong foc us placed on debt r·eshedul :i ng, debt for-giveness, 

clebt equity convet~sion, investment and 

international financial institutions, although cannot be 

necessariJ.y seen as new, represented a far-reaching effort to 

affect the conduct of Nigeria's foreign poJ.icy in general. 
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The assumption that the cleval uation of tHgeria 's cur1--ency 

woulcl cheapen the external values of Nigeria's proclucts and 

place them in high demand has proved wrong. This is because 

of the country's compa.rative advantage v,1hich lr:nd in the 

production of pt~imar--y pr--oducts 1 :i. l<.e cocoa, cotton, t"Ubber, 

groundnuts, hides and skin etc. The saturation of the world 

market by these products and the unfavourable terms of trade 

for such products have de-emphasised the devaluation of the 

cur-r--ency under- SAP on th~,i one hancl and the sct"apping of 

commoclity boards under Economie Diplomacy on the other hancl. 

As a ms.tte r of f act., the se r·app i ng of the commod i ty 

boards ha.s created more problerns than it has solved. The 

interview with indigenous export.ers of primary goods shows 

that the commodity producers are having more problems now with 

the system than when there were commodity boards. Problems of 

bureaucratie bottleneck in getting products exported have net 

been removed. Additionally, the commodity producers, in the 

.:tb~::.ence, of Comrnodity Board:::;, have difficulties marketing theit" 

products abroad because of the bad image of the country abroad 

resulting from drug peddling and the advanced fee fraud termed 

'4J.9' 5
• 

The bottleneck abroad is equally fraustrating as getting 

credible businessmen, to stand for Nigerian producers 

overseas, has become a diff:icult task t:o accomplish. hn 
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a.\ ... erage of eight: rnonths is needed t:o beat the l·Hged.an 

bot:tleneck and get a Vessel to export the products through one 

of i'-l:igeria's Ports 6
• To these producers, the Economie 

Diplomaey rnay have solved sorne problems but has ereated many 

mor·e net,,J -ones. 

Another area of focus of the research findings is in 

relation to the circumstaneei t:hat brought about the Economie 

Diplorrwcy a:::, a poliey. ThEi study re\1eals tha.t Economie 

Diplomaey came into being as a result of the country"s debt 

crisis. The deepening nature of the crisis made it necessary 

for Babangida to be compelled to sell his expensive package of 

SAP to the International Community. With the introduction of 

Sr~P. Babangida ha.d no choice but: to i.ntr-oduce the natural 

environment within which SAP ca~ operate and this was only 

through the intr6duction of Economie Diplomacy. The 

environment created by SAP called for foreign investment and 

this could only be realised through trade liberalization. The 

introduction of SAP and especially Economie Diplornacy 

introdueed the diplomaey of cost-consciousness into the 

Nigerian foreign policy. 

The study shows that nothing of note was realised in the 

area. ,:)f dE:ibt f orgi v,Jnes:::,. Th.e fai.lure · in this aspect of 

Economie Diplomacy was due to the creditor countries" 

pref,erenee to gi vi ng a.id or 1~E:1schedul i ng than t,,w:i ti ng off' 
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Nigeria's debt. These countries believed that Nigeria was net 

qualified for debt cancellation. Britain saw Nigeria as a 

rich country that acquired foreign debt out of carelessness. 

Indeed The Guardian of 6th July, 1986, reported on how an 

Executive Director of UK's l,8adi ng Bank, the r~ationaJ. 

l;,Jestminste1-, Bank, said that if there ~\ras a 1,1,/01~1d Cup for 

fraud, Nigeria t,vouJ.d qua.li f y for· the final. 

Uncornpl imentary as this staternent may be, there is sorne 

elernent of tr·uth in it. Hm\1ever·, since a single countr-y 

cannot play a final, Nigeria would have to play that final 

This because lot of financial was 

detected in Nigeria - UK trade and the latter happens to be 

Nigeria's largest trading partner. France did not see any 

reason in cancelling Nigeria's debt because France saw .that, 

as Britain's responsibility and since Britain did not deern it 

fit to do so, why should France. France did not see any sense 

in giving grant .ai.cl to r!iger-ia ei.ther. Rather, Fr-ance 

preferred to reschedule Nigeria's debt and to cancel mostly 

the debt of her Francophone countries. 

f-'.:1lthough success \,vas recor·ded in Economie Diplornacy' s 

objective of quest for foreign aid, the study has revealed 

that the success recorded was overshadowed by the debt burden. 

The foreign aid that Nigeria got in response to her shuttling 

diplomacy could best be described as encouraging but 

inadequate. The burden of debt se1-vici ng and reschedul i ng 
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made the iid grant to be uneffective. 

The study also confirms the view held by some critics of 

foreign aid that foreign aid does not always leave the donor 

countries 7• Br-itain's aid of $.10 million l•Jas tied to the 

purchase of British drug. Another aid of $71.5 million was 

tied te technical co-operation, while an assistance of 

1,050,000 Pounds was tied to university equipment maintenance 

by British e><perts 8• 

5.2 Concl.u:::;i_on 

Economie Diplomacy, that was introduced in 1988, was a 

response to the environment created by SAP. In fact, it was 

the foreign policy complernent of the dornestic SAP. The policy 

was introduced to resolve the econornic crisis. 

creating the policy, the exploitative nat:Lwe of the 

inter-national business cornrrruni ty 1,,Jas not under-:stood by the 

architects of the policy. The exploitation was more 

pn.,nounced because "demi nation has been r-ei nfor-ced ~._1here 

part1-,E~rship ~._1a.s needed and hoped for by the south" 9 
.. 

As a whole, Economie Diplomacy has failed in Nigeria. 

This is because foreign investment in Nigeria has not only 

generated interna! distortions and contradictions but has also 

promoted dependency, exploitation and domination 1~ 
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The profits of foreign investment. rather than being 

re-invested were transferred back to the developed countries 

of the investors. 

The pol icy has serious impl ica.tions on Higer·ia 's domestic 

economic policy in particular and her foreign African policy 

:i. n generaJ. Overdepenc!ence on f oreign i nduced deveJ.opment can 

be very harmfuJ. because it is the stronger western partner 

that calls the shots. He influences and determines the terms 

of trade and ruJ.es of the ga.me to his oi,,1n ac!vanta.ge. 

Higeria. because of economic gratifications. now becomes 

vulunerabJ.e to the manipulations of this infJ.uencial partner. 

Her autonomous African poJ.icy now suffers because she has to 

please her western economic partner. The Higerian domestic 

economy is defenceJ.ess against the negative effects of 

international trade. The external nec-colonial maneouvres are 

seriously antagonising efforts at achieving interna! economic 

growth and development. This has made the external 

environment within which Nigeria realised her Economie 

Diplomatie objectives very unreceptive and hostile. 

On the whole. the foreign policy thrust that was more 

extrinsic than intrinsic has introduced a systematic 

impoverishment and dependence of the Nigerian economy. This 

poJ. icy has not helped to amel ic:ir-a.te t:hE..'l Niger~ian Economie 

To achieve a. sel f-.. rel iant clevelopmEint, a viable 
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geo-political environment devoid of crisis and political 

instability is needed. It is not enough to put in place a 

foreign investment induced developmental policy without 

accompanying it with a political setting that will aid 

development. The volume ànd efficiency of investment is very· 

important for development. An adequate volume in the wrong 

sector will itill not be efficient. By and large, a lot still 

needs ta be dons bY all and sundry to give Nigerian economy a 

saune! footing .. 

.S. .• 3 .I.mpl,i.cati.ons 

One of the. springboards of Economie Diplomacy was the 

emphasis on the need to gain the confidence of foreign western 

friends by showing loyalty to their cause. This call has 

serious implications on Niger:ian foreign ?Yfrican Policy on the 

one hand and hir domestic economic policy on the other hand. 

Firstly. Nigeria"s autonomous policy will be brought to 

a.n end. Ane! just like in her cost-conscious diplomacy, the 

coùntry's relation with African countries will now be purely 

for economic gains. In a bic! ta show loyalty to the cause of 

Nigeria's western friends, the country will now have to be 

vul uner·a.ble to these countr·ies and ·J"or·go her foreign policy on 

Africa for economic gratifications. Thus. Economie Diplomacy 

has de-emphasised concern for African matters for their own 
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sake and th1s poses a serious threat on Nigeria"s leadership 

role in r~f rica .. 

Secondly, overdependence on foreign trade has serious 

implications on the Nigerian Economy .. Foi~ one, it is the 

stronger partner that determines and influences the terms of 

trade to his own advantage. This is why the International 

ter-rn:::, of trade has been very unfavoura.ble te the Higerian 

economy .. Also, trade backmail tactics can be used to 

influence the foreign policy or the economic policy of 

This makes the economy defenceless and very 

sensitive to every manipulations of the advanced market 

par-tners .. 

This dependence will reinforce or perhaps trigger other 

ties or for~ms of depenclence 1 i ke the poli tica.l and social 

dependence. The Higerian economy has become import sensitive 

or export or~iented. The imp.l ication of this is that the 

impact of foreign trade is the cause of the nation"s economic 

crisis - the overdependence on oi.l export revenue that fel.l 

sharply and unexpectedly .. 

Although, the response of foreign investors to the spirit 

of Economie Diplomacy was not encouraging. this still has some 

irnpl ications on the econorny. Foreign investors are net 

interested in developmental issues, they are profit orientecl. 
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Thus, the gain of the period was ~xpropriated through profit 

repatriation. At the end of the day, it is Nigeria that lost 

because her incentives \,\1e1--e ,given fn'2!e for-- nothing. The 

situation then becomes a zero-sume-game. All that could have 

been realised from taxes from foreign investments were lest 

and Nigeria will continue to depend on these investments for 

any meaningful development to take place. 

All the findings on foreign aid imply a contradictory 

foreign policy pursued by the donor countries. Rather-· than 

promoting the development of Nigeria, this aid maintained the 

statusquo of the donor countries, provented rapid and 

necessary developmental changes of the nation and most 

importantly, deepened Nigeria's dependence on donors and 

infact make the country vulunerable to the manipulations and 

schemings of these countries, especially in Nigeria's quest 

for sympathetic foreign friends. This is perhaps what the 

donor courrtr--ies vJanted because t·Hger-ia''::5 di8pendence statu:~; 

might. after- all, be impor--tant to the prosperity of the 

developed world economies. It is for this reason that this 

study insists that foreign aid to Nigeria is to perpetuate the 

peripheral status of the country and that the global 

inequality consolidated by this status is the maintenance of 

deepeni n,g e><ternal and the structural 

underdevelopment of Nigeria. 
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On the whole, Economie Diplomacy has not been successful 

in achieving its objectives. Debt is net for~iven, investment 

1s net forthcoming, Ni~eria continues to sink ·into more debt 

and focus on general African issues c6ntinues to reduce. 

5.4 Recomme ndtct i_o ns 

What has emerged from this study is the exploitative and 

imperlalistic nature of the international environment under 

which Nigeria realised her Economie Diplomatie Policy. There 

1s, thEirefor_e O an ur~gE"mt need to reviEH\' this envi ronment 

vis-a-vis Nigeria~s economic development. 

In or-der to bEi relevant to th~:i Higer~ia' s situation, 

Economie Diplomacy should be geared towards·mobillsing and 

energizing Nigerian industrialists, rather than foreigners. 

- Inc(::intives should be put in place to encourage t,Jiger-ia's 

businessmen abroad in the western world to also repatriate 

their foreign capital. 

A new policy that has the diplomacy of Economie 

liberation as its main stream should be introduced to replace 

Babangida's policy. This new policy should have two 

dimensions. Strategies aimed at promoting regional economic 

i ntegration a.nd n:istructuri ng the international economic orde1-
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human and physical resources of Nigeria should be mobilized 

towards a self-reliant development in the interna! component 

of the policy. 

Oebt management is the bed-rock of Economie Diplomacy. 

There is a pressing need te review this aspect of the policy. 

To achieve any growth in Nigeria, the country's debt should be 

treated with caution. The debt service payments that took up 

to 40% of total e><por-ts of goods and ~$end ces is qui tEi 

unreasonable. A more reasonable debt management system should 

be worked out by the international financial institutions to 

g:i.ve room fOi- national development. National grm,,th and 

development can only be possible.through a total forgiveness 

of rescheduled and debt serviced. The debt burden would then 

cease to be the problem of Nigeria and the problem would have 

been resolved once and for all. 

The Paris Club debt is the country's Achilles heel, this 

,:::IEibt should be tn:Ja.ted i,,J:i.th e><tra caution. The manner of 

negotiating for debt relief is very fraustrating and must be 

changed. Lindet" this systE.~m, tüç1er--i:3- vrn.s made to be in a 

separaü:i roorn f r-·om PEi.r:i.s Club and nEigot:i.ation \,\ia:s entEn"Eid 

through a representative of IMF or IBRD, who was the Chairman 

of debt r-e$Chedu1 i ng acti·,.;i ty and \,,,ho vwuld be shuttl i ng 

between the two rooms. This method l$ very conservative, time 

~\ia:sti n,9 and f 1·-austr--ati ng becau:se a. bettet" agr-eernent coule! have 
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been reached if Nigeria and Paris Club had entered a direct 

negotiation. And since a direct negotiation and agreement was 

the base in giving out the loan the same should be the case in 

other negotiations in relation to the same loan. Also, Paris 

Club insistance on d~bt relief from other creditors before 

giving Nigeria debt relief is very unrealistic and should be 

changed .. And if IMF loan is not fully serviced, this same 

CJ.ub ~,1ould not r-e--·open net,\I credit linE:is or concede debt 

n:ilief .. All these principles are very unfair and moreover, 

the terms of official and commercial loans are different. To 

say that a favourable relief be secured by Nigeria on 

commercial loan before same can be given for official loan is 

very inconsiderate. 

·The Pc:H'is Club debt consti tutes rnor:e than .50% of the 

courrtr-y's total debt bur-cJen and to achieve any meaningful 

development in Nigeria, it is imperative that the management 

of the debt be g1ven a frontal attack. A London Club type 

aggressinve debt management strategy should be adopted for the 

Paris Club. Henceforth, it is suggested that Nigeria should 

d~sist from entering into any new debt with the Club. 

The insistence by creditors on an IMF approved programme 

before any successful debt talk is unfavourable to Nigeria and 

should be abolished. This condition enhances and consolidates 

the exploitative and penetrating roles of th~ international 
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institutions. 

Scar·ci ty of foreign exchange J• ,•, . .::::, seriously affecting 

Nigeria's debt management system. And since Nigeria is a low 

incarne country, her debt obligation should be allowed in her 

local currency (Naira). Great level of accountability by the 

government will generate sympathy and support from the 

international community. This support will make it possible 

to push for more debt relief. A credible and honest leader 

will be able to command respsect, sympathy, co-operation and 

support than a corrupt one. 

The North-South exploitative relationship should be 

dismantled. This is because the North is unrelenting in its 

ef f ort.2, to penetrate, subj ugate" underdevelop and make the 

economy of the country dependent. Nigeria should initiate the 

formation of a debtors' cartel. This cartel should consist 

mostly of LDCs and other leading debtor countries like Mexico, 

Brazil, Argentina, Yugoslavia, Morocco, Venezuela, Poland etc. 

This cartel should forma research body to provide the cartel 

with sophisticated strategies that will help in perfecting the 

art of negotiation in International Economie Relations. 

Deficit should be avoided to regulate money supply. It 

is suggested that government stops demanding for money from 

CBN to finance budget deficit, Stringent measures should be 
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applied to check excessive spending and if there is about ta 

be a deficit in the financing of any project, such a project 

should be stopped and reviewed. The cost benefit test should 

be applied to every project. And financing of projects that 

failed the cost benefit test should be stopped and the capital 

should be directed towards a more rewarding one. 

Inflation can be checked by tightenlng the fiscal 

me~sures to regulate annual money supply. An average supply 

rate of 10% of GNP growth rate is recommended. The more than 

50% annual growth rate of the Baba~gida years is very 

unreasonable. it has not only been overstretching the economy 

but also putting too much pressures on the prices of almost 

everything, including foreign exchange. 

Table 4.5 reveals a faulty projection in the pricing of 

oil. The projection of $29.50 per barrel for 1994 is realised 

at $15.00 per barrel. The projected price almdst doubles the 

real market price: It is this kind of anticipatory projection 

that made the nation to run into the economic crisis in the 

fir·st place.. It f:::; ~:;ugge~sted tha.t: financial obligation shouJ.d 

be based on what is avaiJ.able and not what is anticipated to 

be avai 1ab1E! .. 

The dornestic a.rr--a.ngernent in suppcwt of the non-·oi 1 ::Sector 

of the Eiconorny should be r·edes1gned .. Substa.ntial ca.pital 
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should be directed at the agricultural sector and there should 

be a re-definition of domestic food requirement and 

agricultural export production. Acquiring accessibility to 

the developed economies" market for the non-oil sector before 

production should be an area of focus in the new arrangement. 

A policy aimed at co-ordinating a massive international 

investment into Nigeria should first take into account the 

political unity and co-operation of the country. This unity 

and co-operation will bring the economic assets together to 

give the country a leverage that can reduce her vulnerability 

at the international level. In this regard, a politically 

stable Nigeria with her natural endowments and market 

potentials will attract the international leverage relevant 

for substantial inflow of international capital investment. 

The failure to present the international system with a viable 

investment context based on political unity and co-operation 

was quite erroneous. Irrespective of the kind of policy put 

in place, a strong political system is a pre-requisite for 

gaining inter-national commitment and l,._1illingnes:::; to din~ct 

substantial capital to the country. 

In on:ler· to guid~ a,ga.i nst e><ploi tation through aid. 

Nigeria should turn away from any offer of aid that can divert 

her from her national goal. Aid donors should stop tying aid 

te purchases in their countries. This flexibility will make 
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i t possible for Higeria to pure hase local ly wi th ease in 

adjusting midstream. In any case, tied a.id is notas valuable 

as the untied ones. To make aid more valuable, this study 

suggest that a.id should not be tied. The volume of valuable 

a.id shouJ.ci also be increa~$ed to make it effective and it 

should be brought in line wit:h the current financing 

priorities of Higera. 

In conclusion, it h; :important to note that t,vhile the 

inflow of adequate foreign currency is an important ingredient 

of sustai nable econom:ic gror;,,th in Higeria. i t can never· be 

substit:ut,r~d for- a balanced and st:1-ong dornestic :str·uctur-ed 

policy. Development, no matter how little, is definitely not 

possible within a dependent framework. A strong independent 

economy base should therefore be established to enhance 

Higeria"s economic development. It is only within· the 

creation of a new international economic order that the rapid 

and momentous developrnent of Niger·ian economy can be':! possible. 

It i2, \,\i:i.thin this system that the E:lconomic dream~, of thE~ 

country can be guaranteed. And so long as Economie Diplomacy 

does not pass this litmus test, it will not be relevant to the 

needs and aspirations of Nigeria and her people. 
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under the Babangida administration. Economie D1p19macy, as a 

·, 
policy initiative. 

1. . 

The main a1m ot the policy was to nelp 

sel! ~1geria to tne In~ernational business community as 

necessited by SAP. Tne incentives put in place encouraged 

massive roreign participation in the economy. The purpose or 

ana see now successtul Economie Diplomacy has been in 

rea11s1ng Nigeria"s toreign policy objectives. 

meaning at Economie Diplomacy. whetner it was a new policv~ 

the circumstances that brought about the policy, t.t1e 

consequences or the po1icy on Nigeria"s leadership rolo in 

Atrica ana now succosstul the policy has been in reaiising 

Ni qc r-- i 2:\ :. s l'o ï .. e i g n po 1 j. cy ·~:1',-''"· .i . .::::, .• 

study, we narrowed the imperialism tneory down to the 

dependency tneory tor our ana1ysis. And in our rindings, we 

roa1i2ed that Economie Diplomacy meant the successrui 

management or the country s deot. The ettective management ot 

tnis debt was to present the country as a croait-wortny and 

inve$tment worthy nation. gooo cnougn to be conceded new 1oans 

taciJitios. This meant getting ravoura010 acbt resneauJing 

·terms. debt rorgiveness and Oebt equity conversion~ .Economie 
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some extent, in debt rescneduling. However. tne debt overnang 

t o .L J. ül/,i8CI .. 

massive tore1gn investment and toreign a1d. 

toroign investment under tne policy was. ratner unimpressive. 

The surp1uses ot the tew investment was expropriated tnrougn 

!) t'()î 1 t: r·r;r:})ai t~ r- .i D.t: :i C) n .. 

actuallY, aecapitalization and tnis nurtured dependence and 

r0inrorced the international system ot inequality. 

In response ta tne country·s quest tor toreign aid, the 

researcn ret1ects tnat tnc success rccorded was oversnaaowed 

by the nation·s debt ourden. 1ne toreign aid realised trom 

Nigeria's snuttling diplomacy was 1nadequate. And the 1a~t 

tnat most ot tne roreign aid were tied to purchases rrom aonor 

countries. made the aia inertective. 

The Economie Diplomacv~ tnat nas not on!y cr0o~çd 

aependency. exploitation and domination. oecame irre1evant ta 

the Nigerian environment. This was oecause the arcni~ects ot 

tne poticy aid not unaerstana tne exp!oitative nature ot tne 
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