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Abstract 

This paper takes a critical look at the global debt management and Nigeria’s debt 

profile; the plans put in place to manage the rising Nigeria’s debt profile. It uses the 

theory of dependency as a framework of analysis. The theory sees the third world as 

states in the periphery, prevented by various Western-inspired obstacles (debt trap, 

IMF/World Bank policies, etc.) from entering into the active center. Issues discussed 

include: foreign debt management, Nigeria’s debt profile between 1999 and 2016. The 

paper revealed that the foreign debt management strategies adopted by the Nigerian 

government were not effective in reducing her foreign debt burden. It concludes that 

Nigeria has relied much on both external and internal debts to finance its development 

projects between 1999 and 2016 which put her debts profile so high. 
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Introduction 

The issues of foreign debts have enveloped the whole of African countries, and are of 

external and internal nature. Internally, the high importation rates, African huge 

dependence on foreign aid, and high rate of corruption by government officials induced 

borrowing. Externally, the global economic crisis, the changing oil price in the 

international market, and so on, initiated debt in African states. In the late 1970s and 

1980s, countries of the South, particularly African countries, experienced severe savings 

gap and shortage of funds for investment in the face of low international interest rates; 

some countries succumbed to the temptation of resorting to external borrowing. Nigeria 

was one of those countries that went a-borrowing. 

Nigerian foreign indebtedness started during the military regime of Gen. 

Olusegun Obasanjo in 1977. The government first borrowed N600 million (1 billion US 

dollars) which was followed with another huge borrowing of N734 million (1.456 
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billion US dollar) in 1978. Thereafter, there was borrowing by both the federal and state 

governments which later aggravated the Nigerian debt problem (Omenmma, 2008). 

According to Daily Sun of October 25, 2010, Nigeria’s external debt stock was less than 

one billion dollar in 1970. By the second half of 1980s, the debt profile had deteriorated 

seriously due to persistence inability of the country to meet its external debt service 

obligations. The external debt stock, which was about $9 billion in 1980, grew to nearly 

$19 billion by 1985 which corresponds to the debt stock at level of 15% and 24% 

respectively. By 2001, the debt stock as percentages of total export and GNP was 14% 

and 83% respectively. The country’s total external debt stood at N10.6 trillion as at 

December, 2016.  According to Ighommenghian (2013), 

Data from the Nigeria’s debt management office shows the nation’s total debt 

profile stood at $10.43 billion at the end of 2012. That it was uplifting to know 

that Nigeria was almost free from debt reprieve that could not be managed 

adequately to foster economic development. Instead of the debt management 

office, the Central Bank and federal government to carefully manage the debts, it 

appears that they are interested in contracting more debt for the country.  

However, in consideration of the foreign challenges, Nigerian government 

established debt management office in October 2000. Omoniyi (2011) maintained that 

debt management is the gamut of institutional and technical arrangements in organizing 

the liabilities of a country so that the debt service burden is kept within sustainable 

level. The technical aspect is concerned with the determination of the amount (level) of 

debt the economy can sustain and that the conditions of borrowing are on favorable 

terms and are consistent with the future debt serving capacity. In both aspects, more 

attention is given to reducing the debt service burden or keeping it stable. 

According to Amaefule (2014), “Nigeria’s debt profile had jumped from $48.36 

billion to $65.25 billion between March 31, 2013 and March 31, 2014”.  On February 17, 

2017, the Debt Management Office maintained that the nation’s total debt profile 

currently stood at $57.39 billion. It comprised external and domestic debts of the 

federal government, those of the 36 states of the federation and Federal Capital 

Territory, as at December 31, 2016. The country’s debt profile has risen from about 

N794 billion in 1999 to N10.6 trillion in 2016. In the opinion of Dr. Abraham Nwankwo, 

the Director-General of the debt management office, Nigeria’s debt profile is estimated 

to cross the N11 trillion mark at the end of 2016 and could rise to as high as N14 trillion 

at the end of 2017, when it is expected that foreign debt management strategies 

adopted by Nigerian government will reduce the external debt and bring economic 

development. Thus, the main focus of this work is to assess foreign debt management 

and Nigeria debt profile between 1999 through 2016. 
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Theoretical Perspective  

The central idea of the dependency theory is that the underdevelopment of the third 

world countries is due to the exploitative nature of the capitalist West which has made 

the latter rich and developed, while the former is permanently burdened with economic 

and harsh financial burdens. This theory was developed and popularized by eminent 

Third Word political economists such as Andra Gunder Frank (1969) Frenado Cardoso 

(1969), Walter Rodney (1969), John Galtung (1972), Claud Ake (1981), and other 

proponents. 

Dependency is a systematically subordinated status in relations with other states 

or actors, usually starting economically but with implications in other spheres of 

activity. It is a lingering part consequence of colonialism and a syndrome of the 

neocolonial system, with mainly the third World countries as unequal actors within the 

Western-dominated international capitalist system. A dependency theory has emerged 

trying to explain the causes, processes and consequences of the phenomenon, evolve 

solutions and predict the future in view of the present and past. It describes the center-

periphery of the international capitalist system prevented by various Western inspired 

obstacles (Igwe, 2002). According to Akpuru-Aja (1998), dependency theory is a 

Marxist concept to describe the extent to which one economy is conditioned by the 

external stimuli. He also maintains that the central contention of dependency theory is 

that poor states are impoverished and rich ones enriched by the way poor states are 

integrated into the world system. 

For a third world country to be integrated into the capitalist economy, its 

dependency status increases; for example, many of the third world merchandise are 

shipped mainly in foreign vessels to attract foreign capital investment in order to avert 

economic bankruptcy. As within the capitalist system, the debtors’ countries manage 

economic crisis by attracting foreign investment or borrowing from the IMF and World 

Bank. This is captured in Olukosi (1990), that the origins of Nigeria’s external debt 

problem are structural, arising from its peripheral nature in the world’s capitalist 

economy. Thus, through the Official Development Assistance (ODA), loans were 

disbursed with high interest rates and shorter repayment periods. This forms a 

mechanism for transferring surpluses from the periphery to the core. The dependency 

theorists view debt crises as extreme cases of a debt trap exploits of the developing 

countries in the periphery and bind them to the developed countries of the core. 

 

Theoretical Application 

Dependency theory has helped in the successful explanation that the under 

development of the third world countries is due to the exploitative nature of the 

capitalist West. The theory is known to have enabled scholars to understand that a 

debtor country cannot negotiate on an equal level with the creditors. It is this master-



IMT INTERNATIONAL JOURNAL OF THE ARTS AND SCIENCES VOL. 2 NO. 1 

E-ISSN: 2616-096 

 

 
 

66 

servant relationship that worsened the Nigeria foreign debt crisis; this is why Bretton 

Wood institution found it difficult to grant Nigeria 100% debt write-off. The stiff 

condition attached to loans, particularly Paris Club loan, was designed to perpetrate 

dependency and invariably keep countries trapped in debt. These underscore the utility 

of the dependency theory in this article. 

 

Foreign Debt Management 

For the management of foreign debt, the IMF, the industrialized countries that is known 

as ‘G8’, and World Bank have been advancing different proposals on how to manage the 

debt crisis like the Baker Plan (1985), Brady Plan (1988), Canadian Plan (1987), the 

Venice Terms (1987), Japan Plan (1989), French Plan (1989), West Germany (1989), 

Economic Commission for Africa (ECA) Plan (1989), Okigbo Plan (1989), and so no. The 

fact in all of the initiatives is that they aimed at addressing one goal.  

It is understandable that an individual debtor country should negotiate the terms 

of solving its debt obligation; the country should negotiate with the lender country and 

with the consent of other debtor counterparts. Thus, the proposal for negotiation 

usually dictate economic programme from Bretton Wood institution. The borrower 

nation is to abide by or be in readiness to take policy steps in support of adjusting or 

restricting its economy. The policy steps include: 

a. Debt Restructuring: It is a debt management method recommended by the 

stakeholders in the World economy including IMF and World Bank. This involves 

the reduction in the burden of an existing debt through refinancing, 

rescheduling, buy-back, and issuance of collateral bonds and the provision of 

new money. In debt restructuring, according to Fasipe (1990), the approaches no 

matter what may be the intentions are regarded as weapon for subjugation and 

dependence. 

b. Embargo on New Loan: This is a strategy adopted to stop further external loan 

until the debt position improves, but not intended to reduce burden of servicing 

debt. Under this arrangement, the loans that are used for ongoing projects for the 

economy is exempted. This strategy was adopted in Nigeria during General 

Buhari military regime (Onoh, 1989). 

 

c. Limit on Debt Servicing Payment: This strategy involves the setting aside of a 

proportion of export earnings to meet debt service obligations to allow for 

internal development. This strategy was adopted in 1986 by General Babangida 

regime. It was applied to solve the problems believed to have generated due to 

the encroachment of debt servicing obligation on the resources available for 

social economic development (Odiaka, 2005). 
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Nigeria’s Debt Profile From 1999-2016    

According to nigeriafirst.org (2003), Nigeria debt profile had deteriorated seriously due 

to persistent inability of the country to meet its external debt service obligations. By 

2001, the debt stock as percentages of total export and the GNP was 147% and 83% 

respectively. 

Daily Independent (January 31th, 2013), maintained that data from the Nigeria’s 

Debt Management Office (DMO) shows that the nation’s total debt portfolio stood at 

$10.43 billion at the end of 2012, a drop by $0.59 billion or 5.35 percent from $11.02 

billion in the corresponding period 2011. The nation’s total debt, however, represented 

a sharp $4.15 billion; just after the exit from the Paris Club and the London Club 

negotiated by then administration of President Olusegun Obasanjo. According to Kpudu 

and Ogege (2010), the total external debt outstanding as at 31st December, 2004, stood 

at $35.94 billion, as against $32.92 billion in December, 2003, indicating an increase of 

$3.03 billion or 9.20 percent. 

The nation’s appetite for borrowing to finance critical development project has 

been growing in recent times with both the domestic and foreign indebtedness. 

According to www.ripplesnigeria.com/experts.... (2017), the declaration by the present 

Minister of Budget and National Planning in Nigeria, Senator Udo Udoma, that unless 

the Internally Generated Revenue (IGR) of Nigeria rose by 40 percent, the country 

would have to borrow more than proposed to implement the 2017 budget has drawn 

the ire of analysts and financial experts. The Nigeria budget bill of 2017 has provided 

N1.84tn for debt servicing and N1.3tn for some key sectors of the economy, including 

agriculture, power, works and housing, education, health, transport, mines and steel, 

defense, police and trade and investment, but does not have much provision on how to 

source the deficit. It means that the country’s dream of exiting the recession soon would 

be a far cry. 

Concern has been raised by the former Governor of Central Bank of Nigeria, 

Mallam Lamido Sanusi, who raised the alarm over the nation’s rising debt profile at the 

Honorary International Investment Council Conference in London 26th December, 2012, 

and warned that the development, if left unchecked, would result into hardship for 

Nigerians. He argued that if the existing level of borrowing from big nations continues, 

huge debt profile would place “undue burden on posterity”.  
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Table showing Nigeria’s foreign debt profile from 1999 to 2016 (in US Dollar) 

Years Total External Debt ($) 

1999 2,577.374.4 

2000 3,130,250.7 

2001 3,176,291.0 

2002 3,932,884.7 

2003 4,478.329.3 

2004 4,890,269.6 

2005 2,965,072.2 

2006 4.8bn 

2007 3.6bn 

2008 3.72bn 

2009 5.0bn 

2010 4.3bn 

2011 11.2bn 

2012 10.43bn 

2013 6.92bn 

2014 10.30bn 

2015 _ 

2016 13.81bn 

Source: DMO 2011, 2013, 2017 

Nigeria’s debt profile changed immediately after her exit from the Paris Club 

debt in 2006 and 2007, though Nigeria still maintains foreign debt stock with the 

London Club at $1.4 billion, Multilateral debt at $2.7 billion, Promissory notes at $0.6 

billion, other Non-Paris Club stood at $9.1 billion. Thus, as at end of 2006, Nigeria’s total 

foreign stock stood at $4.8 billion. By 2007 the total foreign debt changed and stood at 

3.6 billion down from about $3.5 billion in 2005. In 2008 it stood at 3.67 billion.  

According to Central Bank of Nigeria (2010) reports, Nigeria has since 2006 been 

accumulating other debts. Chinweizu (2005), lamented on how one could reconcile the 

fact that Nigeria could not pay $6 billion required to service its debt annually but was 

forced to pay $5 billion immediately and buy back the remaining balance. That was why 

it was difficult to translate immediate gains of the debt relief to socio-economic 

development and the welfare of its citizens. The government was busy paying $12.5 

billion of the debt at trench in order to receive $18 billion debt relief, while there was 

N875 billion in pension arrears and the increasing domestic debt, an amount which no 

country in history have ever paid at once, all have lead to the majority of Nigerians 

becoming poorer economically than they were at the inception of the regime in 1999 

(Aluloko, 2007). 
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Conclusion 

So far in this article, we infer that Nigerian has relied much on both external and 

internal debts to finance its development projects from 1999 to 2016 which puts her 

debt profile very high. The work also identified that foreign debt management strategies 

adopted by Nigeria was not effective in reducing her foreign debt burden as it was 

structured in a way to serve the interest of Bretton Wood institutions. A debtor country 

cannot negotiate on equal level with the creditors. 
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