


BUDGET MANAGEMENT STRATEGIES FOR GROWING NIGERIA OUT OF DEBT: AN EVALUATION OF THE RISING DEBT PROFILE


ABSTRACT
[bookmark: _Hlk167552369]Nigeria has been struggling to get out of its debt burden since the beginning of the new millennium using different budget management strategies. However, a deficit budget has been recurring with a huge debt liability to the government, which reduces the stock of reserves of the government significantly. The rising debt liability has constrained the structural transformation and development in Nigeria. Although this issue has received attention from some researchers, no effort was made to investigate the budget management strategies in the context of rising debt profile to shift the paradigm from the traditional budgeting strategies to a new model.  The study's main objective is to propose a fiscal policy model that could lead Nigeria out of the current rising debt profile. The study used a survey design using structured questionnaires in a sample of 72 respondents. The study concludes that the current Nigeria’s current debt management strategies are ineffective, and Nigeria’s debt is unsustainable. The study also found that foreign exchange volatility significantly affects debt servicing in Nigeria. The study also found that exploring alternative debt financing could address debt management crises in Nigeria. The study recommends among others that the government should prioritize cutting excessive government spending and implementing strict fiscal controls with more transparent and structured debt repayment strategies. The government should boost foreign reserves and stabilize the Naira. It is also recommended that exploring alternative debt financing could address debt management crises in Nigeria. Therefore, Nigeria should consider mechanisms such as Diaspora bonds, Green bonds, Public-Private Partnerships (PPPs), and asset-backed securities to reduce reliance on traditional borrowing. The study also recommends government should improve budget transparency, reduce wasteful spending, and allocate funds strategically to ensure effective debt management.


1.1 Introduction
Public debt is a critical issue that affects economic stability and growth, particularly in developing nations. Nigeria, Africa's largest economy, has experienced a significant increase in public debt over the past decade. This trend poses substantial challenges for fiscal policy, economic development, and the overall well-being of its citizens. This study aims to explore effective strategies to address the rising public debt in Nigeria, considering both domestic and international perspectives.
Nigeria's public debt situation has been shaped by various historical factors, including economic mismanagement, political instability, and external economic shocks. In the 1980s and 1990s, Nigeria experienced severe debt crises, leading to a series of structural adjustment programs imposed by the International Monetary Fund (IMF) and the World Bank. Despite temporary relief through debt forgiveness and restructuring agreements in the early 2000s, Nigeria's public debt has surged again in recent years.
However, the increasing Nigeria's public debt has in recent years, necessitated the need for a critical review of the sources of this debt to assess their effectiveness and efficiency. Understanding the impact and sustainability of various debt sources is crucial for developing informed policy recommendations to address the country's fiscal challenges. The effectiveness and efficiency of Nigeria's sources of debt vary significantly. While domestic debt supports financial market development and offers stability against exchange rate fluctuations, it can be costly and crowd out private investment. External debt provides access to large-scale funding and favorable terms but comes with exchange rate risks and potential loss of policy autonomy. Bilateral loans and Eurobonds offer strategic advantages but also pose challenges related to transparency, cost, and refinancing risks. A balanced and strategic approach, leveraging the strengths and mitigating the weaknesses of each debt source, is essential for sustainable debt management in Nigeria.
Another factor that is aiding the rising Nigerian debt is foreign exchange. The impact of foreign exchange on debt servicing in Nigeria is significant, influencing the country's fiscal stability and economic health. Depreciation of the Naira increases the burden of external debt servicing, leading to higher budgetary allocations for debt repayment, potential reserve depletion, and policy challenges. Mitigating these impacts requires a multifaceted approach, including economic diversification, prudent debt management, reserve strengthening, and effective exchange rate policies. By addressing these areas, Nigeria can better manage its debt obligations and ensure sustainable economic growth.
Moreover, rising public debt in Nigeria is linked to inefficiencies in revenue generation capacity of government. The effectiveness and efficiency of government agencies in generating public revenue in Nigeria show a mixed picture. While there have been notable improvements and reforms in agencies like FIRS and NCS, significant challenges remain, particularly in terms of corruption, operational inefficiencies, and capacity constraints. Addressing these issues through comprehensive reforms, technological integration, and improved governance can enhance the effectiveness and efficiency of revenue generation, thereby supporting Nigeria's economic development and fiscal sustainability.
Lastly, to get Nigeria out of rising debt, the performance of Nigerian budgets based on existing strategies which reveals areas of both progress and persistent challenges need to be reviewed. While reforms in public finance management, revenue mobilization, and expenditure efficiency have shown positive impacts, significant issues such as revenue volatility, implementation inefficiencies, and corruption continue to hinder optimal budget performance. Addressing these challenges through comprehensive reforms and strategic planning is essential to enhance the effectiveness and efficiency of Nigeria's budgeting process and achieve sustainable economic growth.
The rising public debt in Nigeria is a multifaceted issue requiring a coordinated and strategic approach. By understanding the underlying causes and evaluating current policies, this study aims to contribute to the development of effective strategies to manage and mitigate the impact of public debt on Nigeria's economy. Hence, Nigeria has been struggling to get out of its debt burden since the beginning of the new millennium using different budget management strategies. However, a deficit budget has been recurring with a huge debt liability to the government, which reduces the stock of reserves of the government significantly. The rising debt liability has constrained the structural transformation and development in Nigeria. Although this issue has received attention from some researchers, no effort was made to investigate the budget management strategies in the context of rising debt profile to shift the paradigm from the traditional budgeting strategies to a new model. This study is a logical effort towards creating a model that could drive Nigeria out of debt.
Several models were used in the past, but Nigeria's public debt has experienced cyclical fluctuations, heavily influenced by both domestic policies and external economic conditions. For instance, Nigeria faced substantial debt accumulation during the 1980s and 1990s, leading to a debt crisis that culminated in the Paris Club debt relief in 2005. This relief provided a temporary respite, significantly reducing the debt burden from approximately $30 billion to $12 billion (IMF, 2006). However, the post-relief period has seen a resurgence in borrowing, driven by various factors. Between 2010 and 2020, Nigeria's public debt stock increased from $35 billion to over $86 billion (CBN, 2021). This growth in debt has been attributed to several factors, including falling oil prices, revenue shortfalls, and increased government expenditure on infrastructure and social programs (World Bank, 2020).

1.2 Research Objectives	Comment by PRADIP PRADHAN: Too much research objectives. Needs to reduce.
The primary objective of this study is to explore and recommend viable strategies to address Nigeria's rising public debt. The aim is to propose a fiscal policy model that could lead Nigeria out of the current rising debt profile. The specific objectives of the study are:
i. To analyze the root causes of the debt increase and the efficiency of the Nigerian sources of debt.
ii. To determine the sustainability of the Nigerian debt profile.
iii. To assess the effect of foreign exchange on debt servicing in Nigeria.
iv. To evaluate the effectiveness of current debt management policies.
v. To assess the role of international financial institutions in debt management.
vi. To explore alternative financing mechanisms.
vii. To evaluate the effectiveness of government agencies in generating public revenue.
viii. To recommend policy measures to enhance revenue mobilization and expenditure efficiency.
ix. To critically examine the performance of the Nigerian budgets based on the existing strategies.
1.3 Significance of the Study
This study is significant as it provides a comprehensive analysis of Nigeria's public debt situation and offers actionable recommendations to policymakers. Addressing the rising public debt is crucial for ensuring fiscal sustainability, promoting economic growth, and improving the overall quality of life for Nigerians.
2.1 Literature Review	Comment by PRADIP PRADHAN: More reviews required for this paper.
Adegoroye (2018) examined the effects of public debt on budget performance in Osun State from 2011 to 2015.  Secondary data were obtained from Osun State’s report of the Accountant-General with the financial statements of the relevant years, a budget summary of the state for the relevant years, and a debt sustainability report for the relevant years as provided by the Debt Management Office of Nigeria. Also, primary data were obtained through the administration of questionnaires to officers involved in the budget process of the state. Descriptive and inferential statistics were employed in this study.  Also, the chi-square test was used to analyze the impact of public debt on budget performance from 2011-2015.  It was found that settlement of accumulation of arrears, employment generation, investment boosting, and promotion of macroeconomic stability have low public borrowing index of 3.18, 3.08, 3.06, and 2.86 respectively with negative deviations from the mean. It is concluded that there is a negative significant effect of public debt on budget performance in Osun state. The study recommended that the Osun state government should set systems to identify the problems affecting budget implementation and feedback systems for monitoring the progress of programs, this will, in essence, enhance the effort of the government to review and modify programs.
Centre for Journalism Innovation and Development (2023) conducted a policy brief examination of the effect of the rising debt stock on the economy and Nigerian citizens and the potential consequences of the country’s inability to manage its external and internal debts. It also delves deeper into the contexts of debt servicing and revenue generation. The brief recommends sustainable debt management processes, institutional reforms, and economic diversification to improve revenue generation and potentially reduce Nigeria’s debt stock. It also advances public and private partnerships as the default mechanisms for funding Nigeria’s infrastructural deficit while limiting the contingent liabilities that increase the country’s debt pile. The study found challenges including poor productivity in service and agriculture, inflation, and poverty. It also discovered the 2017 Economic Recovery and Growth Plan (ERGP) aimed to diversify and stimulate growth, providing relief from recession. However, the global pandemic led to international borrowing to mitigate economic shocks.
Odigbo (2017) examined the role of the legislature in budget preparation in Nigeria. It argued that the act of padding arising from dishonest insertion of arbitrarily fixed constituency projects, inflating project cost, and seemingly misplacement of national priority tends to hinder the legitimate responsibility of the legislature of ensuring the preparation of a realizable budget for national development. The paper further stated that the inability of the Nigerian legislature to use its oversight powers effectively for probity and accountability in all stages of budget preparation scuttles the rationale for legislative ratification of national budgets in Nigeria. The study adopted documentary method of data collection and anchored our analysis on post-colonial theory of the state. The study concluded that the failure of the legislature to ostensibly insist on procedural accountability and seemingly self-centered alterations in the process of budget preparation are implicated in the perennial annual bogus budgets in Nigeria. It therefore recommended strict adherence to constitutional stipulations and other relevant acts such as the Fiscal Responsibility Act, 2007 to avert recurring crises arising from budget preparation and implementation in Nigeria.
3.1 Methodology
This study employed an exploratory survey design, using both primary.  The relevant data for the study was be obtained from the Debt Management Office, Office of Accountant-General of the Federation, Budget Office, Central Bank of Nigeria, Federal Inland Revenue Service, Ministry of Budget and Economic Planning, Federal Ministry of Finance, and the Academia, through the administration of structured-questionnaires. Descriptive statistics were employed in the analysis of the data collected.	Comment by PRADIP PRADHAN: Both primary and secondary data.
More statistical techniques may be incorporated for more comprehensive study.  
4.1 Discussion and Interpretation of Findings
Demographic Characteristics
From Table 1, the data collected indicates that the majority of the respondents (47.22%) are aged 36-45 years, followed by 30.56% aged 46–55 years. This suggests that most participants are in their mid-career phase and likely have significant experience with financial and economic matters. It is also shown that 86.11% of the respondents are male, indicating a gender imbalance in the sample. Educationally, the respondents are well-qualified, with 38.89% holding a Master’s degree and another 38.89% with a Bachelor’s degree. This suggests that opinions on Nigeria’s debt profile come from an educated group with economic and financial policy knowledge.
Causes of Nigerian Debt Rise and the Efficiency of the Sources of Debt
The study asked the respondents about their perceptions of the causes of the rise in debt and the efficiency of the sources of debt exploited by Nigeria. Table 2 shows a significant portion of respondents (50%) are somewhat familiar with Nigeria’s debt profile, while 41.67% claim to be very familiar. This indicates that most respondents have a fair understanding of the country’s debt situation, ensuring informed responses.
Hence, 61.11% of respondents identified excessive government spending as the primary cause of Nigeria’s rising debt, followed by policy inconsistency (19.44%). Other factors such as ineffective debt management policies (11.11%) and insufficient revenue generation (8.33%) were seen as less influential. This aligns with public debates that often attribute Nigeria’s debt challenges to unchecked government expenditures rather than a lack of revenue streams.
On the efficiency of Nigeria’s Debt Sources, the majority (50%) of respondents rated Nigeria’s current debt sources as inefficient, with another 19.44% rating them as very inefficient. Only 11.11% considered the debt sources efficient, highlighting dissatisfaction with how the government raises funds.
Nigerian Debt Sustainability and Effectiveness of Debt Management Policies
The study found that an overwhelming 97.22% of respondents believe that Nigeria’s current debt profile is not sustainable, showing widespread concern about the country's borrowing levels. Only (2.78%) of the respondents considered Nigeria’s debt sustainable, indicating near-universal skepticism about the country’s ability to manage its debt effectively. This is supported by a follow-up question, which shows that 58.33% of respondents rated Nigeria’s debt management policies as ineffective, while another 16.67% rated them as very ineffective. Only 5.56% found these policies effective, signaling a strong perception that Nigeria’s approach to debt management is inadequate.
Effectiveness of Government Agencies in Managing Public Revenue
The study found that 52.78% of respondents disagreed that government agencies are effectively managing public revenue. The perception of poor revenue management could be contributing to concerns about debt sustainability, as effective revenue collection is critical for debt repayment.
Impact of Foreign Exchange on Debt Servicing
The study seeks the perception of the respondents on the influence of foreign exchange on debt servicing. The results show that 66.67% (one-third strongly agree, one-third agree) that foreign exchange volatility has significantly impacted Nigeria’s ability to service its debt. The instability of Nigeria’s currency appears to be a key issue in debt servicing, as many of the country’s loans are denominated in foreign currencies.
Should Nigeria Explore Alternative Debt Financing Mechanisms?
The study found that 88.89% of respondents supported exploring alternative debt financing mechanisms, indicating a strong belief that Nigeria needs to diversify its funding sources beyond traditional borrowing.
Table 3 shows that 79.4% of the respondents recommend Public-Private Partnerships (PPPs), 26.5% recommend Diaspora Bonds, 17.6% recommend Green Bonds, and 41.2% recommend Tax Reforms.
Contribution of International Financial Institutions to Debt Management
The study found that 50% of respondents disagreed that international financial institutions (such as the IMF and World Bank) have positively contributed to Nigeria’s debt management. This suggests skepticism about the role of these institutions in providing financial relief or technical support to Nigeria.
Performance of Nigerian Budgets in Addressing Debt Challenges
The study found that 61.11% rated Nigerian budgets as poor in addressing debt challenges, while only 16.67% rated them as good. This perception indicates dissatisfaction with how budgetary allocations are being used to manage debt effectively.
5.1 Conclusions and Recommendations
Emanating from the results and findings, the study concludes that Nigeria’s debt is unsustainable, as such an urgent need for fiscal discipline is recommended. Policymakers should prioritize cutting excessive government spending and implementing strict fiscal controls. The study concludes that the current Nigeria’s current debt management policies are ineffective, hence there should be improved Debt Management Policies. Nigeria needs more transparent and structured debt repayment strategies.
The study also concludes that government agencies are not managing revenue effectively. It is recommended that the government should strengthen revenue generation by prioritizing tax administration and plugging revenue leakages. It is also concluded that foreign exchange volatility significantly affects debt servicing in Nigeria. This highlights the need for policies that boost foreign reserves and stabilize the Naira. It is also concluded that exploring alternative debt financing could address debt management crises in Nigeria. Therefore, Nigeria should consider mechanisms such as Diaspora bonds, Green bonds, Public-Private Partnerships (PPPs), and asset-backed securities to reduce reliance on traditional borrowing. The study also concludes that Nigeria’s budget performance is poor, calling for enhanced budgetary effectiveness. The government should improve budget transparency, reduce wasteful spending, and allocate funds strategically to ensure effective debt management.
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Data 
Table 1: Demographic Characteristics of the Respondents
	Variables
	Items
	Frequency
	Percent (%)

	Age Group
	36–45
	34
	47.22

	
	46–55
	22
	30.56

	
	26–35
	10
	13.89

	
	56 and above
	6
	8.33

	
	Total
	72
	100.00

	Gender
	Male
	62
	86.11

	
	Female
	10
	13.88

	
	Total
	72
	100.0

	Education
	Master’s Degree
	28
	38.89

	
	Bachelor’s Degree
	28
	38.89

	
	Doctorate Degree
	16
	22.22

	
	Total
	72
	100.00

	Organization
	Budget Office of the Federation (BOF)
	8
	11.11

	
	Debt Management Office (DMO)
	9
	12.50

	
	Federal Ministry of Finance (FMF)
	11
	15.28

	
	Federal Ministry of Budget & Economic Planning (FMBEP)
	7
	9.72

	
	Office of Accountant General of the Federation (OAGF)
	6
	8.33

	
	Federal Inland Revenue Service (FIRS)
	5
	6.94

	
	Central Bank of Nigeria (CBN)
	7
	9.72

	
	Nigerian National Petroleum Corporation (NNPC)
	6
	8.33

	
	Academia
	13
	18.05

	
	Total
	72
	100.00


Source: Survey Questionnaires 2024
Table 2: Respondents’ Perception of Debt and Budget
	Variables
	Items
	Frequency
	Percent (%)

	Familiarity Debt Profile
	Somewhat Familiar
	36
	50.00

	
	Very Familiar
	30
	41.66

	
	Not Familiar
	6
	8.33

	
	Total
	72
	100.00

	Cause of Nigeria's rising debt
	Excessive government spending
	44
	61.11

	
	Policy Inconsistency
	14
	19.44

	
	Ineffective debt management policies
	8
	11.11

	
	Insufficient revenue generation
	6
	8.33

	
	Total
	72
	100.00

	Efficiency of Nigeria's current debt sources
	Inefficient
	36
	50.00

	
	Neutral
	14
	19.44

	
	Very Inefficient
	14
	19.44

	
	Efficient
	8
	11.11

	
	Total
	72
	100.0

	Sustainability of Nigeria's current debt profile 
	No
	70
	97.22

	
	Yes
	2
	2.77

	
	Total
	72
	100.00

	Reason for Unsustainability
	High-interest rates
	8
	11.4

	
	Limited revenue for debt servicing
	12
	17.1

	
	External economic shocks
	4
	2.9

	
	Poor financial planning
	48
	68.60

	
	Total
	72
	100.00

	Effectiveness of current debt management policies
	Ineffective
	42
	58.33

	
	Neutral
	14
	19.44

	
	Very Ineffective
	12
	16.66

	
	Effective
	4
	5.55

	
	Total
	72
	100.00


Source: Survey Questionnaires 2024






Table 3: Respondents’ Perception of Debt and Budget Continues…
	Variables
	Items
	Frequency
	Percent (%)

	Government agencies and public revenue
	Disagree
	38
	52.77

	
	Agree
	14
	19.44

	
	Neutral
	10
	13.88

	
	Strongly disagree
	8
	11.11

	
	Strongly agree
	2
	2.77

	
	Total
	72
	100.00

	How the government should enhance revenue
	Diversify the Economy (Agriculture, Technology & Manufacturing)
	31
	86.10

	
	Expand the tax base by formalizing the informal sector
	12
	33.30

	
	Review tax incentives and exemptions
	11
	30.60

	
	Encourage Public-Private Partnerships (PPPs)
	15
	41.70

	
	Support SMEs and Startups
	20
	55.60

	
	Attract Foreign Direct Investment (FDI)
	14
	38.90

	
	Promote non-oil exports
	22
	61.10

	
	Strengthen anti-corruption measures
	21
	58.30

	Foreign exchange and Nigeria's debt servicing
	Agree
	24
	33.33

	
	Strongly agree
	24
	33.33

	
	Neutral
	10
	13.88

	
	Disagree
	8
	11.11

	
	Strongly disagree
	6
	8.33

	
	Total
	72
	100.00

	Foreign exchange volatility on debt repayment
	Significant
	30
	41.66

	
	Very Significant
	22
	30.55

	
	Insignificant
	10
	13.88

	
	Neutral
	6
	8.33

	
	Very Insignificant
	4
	5.55

	
	Total
	72
	100.00


Source: Survey Questionnaires 2024

Table 4: Respondents’ Perception of Debt and Budget Continues…
	Variables
	Items
	Frequency
	Percent (%)

	Alternative debt financing mechanisms
	Yes
	64
	88.89

	
	No
	8
	11.11

	
	Total
	72
	100.00

	Alternative debt financing mechanisms recommended
	Public-Private Partnerships (PPPs)
	27
	79.40

	
	Diaspora Bonds
	9
	26.50

	
	Green Bonds
	6
	17.60

	
	Tax Reforms
	14
	41.20

	International Financial Institutions
	Disagree
	36
	50.00

	
	Agree
	22
	30.55

	
	Strongly disagree
	10
	13.88

	
	Neutral
	4
	5.55

	
	Total
	72
	100.00

	Performance of Nigerian Budgets
	Poor
	44
	61.11

	
	Good
	12
	16.66

	
	Very Poor
	8
	11.11

	
	Neutral
	8
	11.11

	
	Total
	72
	100.00

	Fiscal policy measures to reduce Nigeria's debt
	Enhancing revenue mobilization
	17
	47.20

	
	Cutting unnecessary expenditures
	27
	75.00

	
	Investing in infrastructure
	14
	38.90

	
	transparency and accountability
	25
	69.40

	
	Adopt and Implement Zero-Based Budgeting (ZBB)
	10
	27.80

	
	Focus on concessional loans when necessary
	7
	19.40

	
	Restructure Existing Debt
	11
	30.60

	
	Monitor Budget Performance
	20
	55.60


Source: Survey Questionnaires 2024
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