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Abstract
This paper critically appraised exchange rate policies and its influence on the value
of the domestic currency (i.e. Naira) in Nigeria for the period 1970 through 2002
within the framework of tabular approach. Exchange rate theories and the
exchange rate policies prior to SAP, during SAP and after SAP were reviewed.
The relationship between exchange rate theories and exchange rate policies as it
affects the value of the domestic currency was equally reviewed. It was discovered
in this study that the exchange rate policies adopted within this period has either
caused the value of the domestic currency to appreciate or depreciate due to a
number of factors or practices in the foreign exchange market which is determined
by the forces of demand and supply. For instance, in the pre-SAP era (1970-
1986), the value of the currency appreciated in 1970 through to 1975 due to the
operation of an independent exchange rate system when the Pound Sterling ceased
to serve as a direct external anchor for the Nigerian currency. While there was a
iation in the value of the Naira in 1976 and 1977 as a result of the
introduction of US dollar as one of the reference currencies. Between 1986 and
2002, the floating exchange rate policy was introduced and the value of the Naira
steadily depreciated between 1986 and 2001 due to some factors among which are
over valuation of the Naira; excess demand of foreign exchange over supply,
excess liquidity in the economy, capital flight from the economy: round-tripping
etc. But in 2002, the Naira appreciated due to the introduction of Dutch auction
system which emphasizes on market-oriented approach to price determination of
which the economic implication resulted to stability in the exchange rate, a boost
on non oil export and growth in the economy due to improved credit worthiness.
This paper concludes that SAP had failed the nation in many ways and that to
achieve stable value of the naira, the current exchange rate policy, the Dutch
Auction System should be maintained with the enforcement of two-quote system
in the IFEM. Firstly, the CBN should monitor the use of foreign exchange
resources to ensure that foreign exchange disbursement and utilization are in
consonance with the predetermined economic preferences and also with the
purview of the yearly foreign exchange budget.
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1. Introduction

Exchange rate is a relative price that measures the worth of one country’s domestic
currency in terms of another country’s currency. It relates the purchasing power of
a domestic currency, in terms of the volume of goods and services it can purchase
vis-a-vis a foreign trading parmer’s currency, over a specific period of time. Thus,
the exchange rate reduces the relative strengths of relating economies to
measurable aggregates through a number of conceptual frameworks (Obaseki
2001). In other words, exchange rate policy is the sum total of the institutional
framework and measures put in place to gravitate relative prices towards desired
level in order to stimulate the productive sectors, reduce inflation, ensure internal
balance, improve the level of exports, attract direct foreign investment and other
capital inflows. Exchange rate policy is also seen in a more simplified form as the
framework, rules and other measures for determining and influencing the level of
the exchange rate at a particular time. It is a useful tool in macro-economic
management since it reflects the performance of both the domestic and external
sector of the economy.

Prior to the inception of SAP, Nigeria's exchange rate policy was largely a passive
one dating back to 1959 with the introduction of the Nigerian pound in that year.
The value of the Nigenan currency was fixed at par with the British pound sterling,
which in turn had a declared value of $2:80US dollar to the pound. Nigeria's
accession to membership of the IMF on attaining independence in 1960 saw the
declaration of a party of the Nigenan pound as being equal to 2.48828 grams of
fine gold in 1962 while the fixity of the value of the Nigerian pound in relation to
the US dollar was maintained.

The declaration of the British pound sterling in 1967 however brought about an
appreciation of the Nigerian pound which then exchange for 1.17 British pounds
sterling and appreciation that was brought about Nigeria's refusal to declare her
currency alongside the pound sterling. The largely passive nature of the exchange
rate policy within this period of fixed exchange regime was underscored by the
failure of policy markers to tinker with exchange rate in response to the emerging
balance of payment crisis within this period especially between 1967 and 1970.
The policy response however largely took the form of exchange control as well as
protectionist measures such as import restriction to the emerging crisis.

However, the policy has moved in a circle, starting from a fixed rate system from
1960 1o 1985, a flexible exchange rate system from 1986- 1993, a temporary halt
to deregulation in 1994 when the official exchange rate was pegged and the
reversal of policy in 1995 with the * guided deregulation™ of the foreign exchange
market, through exchange rate mechanism. The policy thrust of 1995 was retained
in 1996. The dual exchange rate system was retained in 1997 and 1998. However,
all official transactions, except those approved by the Head of State were
undertaken in the Autonomous foreign Exchange market (AFEM) Thus,
transaction at the pegged official exchange rate were slimmer. Owing to market
imperfection and to sustained instability in the rate of naira, the AFEM was
replaced with an inter- Bank Foreign Exchange market (IFEM) in October 1999
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after an initial period of co- existence. In the IFEM a two quote system was
expected to prevail while the market was conducted daily in dispensation, oil
companies were allowed to keep their Foreign Exchange in banks of their choice,
against the previous practice where they were mandated to keep such funds with
the Central Bank of Nigeria (CBN).

The CBN has continuous to fine-tune the IFEM to make it more effective and
efficient. Early in 2002, Thomas Cook was granted permission to transact foreign
exchange business on travelers’ cheques in Nigeria. This was intended to deepen
the foreign exchange market and reduce the undesirable impact of the parallel
market. Therefore, the major objective of this paper is to determine the influence
of exchange rate policies on the value of the domestic currency (i.e. Naira) and
also make policy recommendations that would enhance appreciation of the Naira
value and sustained stability. This paper is divided into five sections: section one is
the introduction, section two reviews the literature and section three outlines the
exchange rate theories and exchange rate policies nexus. Section four presents the
methodology, Section five evaluates exchange rate policies in Nigeria and Section
Six highlights the summary and then concludes the study.

2. Review of Literature

2.1  Exchange Rate Theories

Exchange rate theories are necessary in the design of exchange rate policies in that
they throw more light on the issues of important in the exchange rate policy
formulations. These theories or models are based on a body of economic theories
on the relationship between the exchange rate of a domestic currency via-a vis that
of trading partners and the factors responsible for variation in their equilibrium
values. The models of exchange rate determination considered in this study are
briefly discussed below

2.1.1 The Traditional Flow Model:

This body relies on equilibrium in the foreign exchange market as the determining
factor of the appropriate exchange rate. The intersection between the demand for
and supply of foreign exchange or the market clearing equilibrium rate is regarded
as the pure or market exchange rate. The point of intersection is derived from the
so called “Marshallian Scissors” which are the demand and supply schedules.

The traditional flow does not relegate the importance of money but it concentrates
on forces behind the demand and supply schedules of foreign exchange. It posited
that relative price, interest rates and real income influences the exchange rate or the
strength of nation’s currency

2.1.2 The Portfolio Balance Model

This body relies heavily on the assets or portfolio market. It holds that the portfolio
equilibrium position of wealth holders in each country simultaneously determines
the exchange and interest rates. The shift in the allocation of wealth between the
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interest rates and fiscal operations of government to the extent that they reduce
movements in net foreign assets holding. Accurate forecast based on this model
are therefore difficult because domestic and foreign assets are not perfect
substitutes as their rates of returns differ significantly. Furthermore, while some
countries are net foreign debtors, others are net foreign creditors. The most
disturbing omission of this model is the treatment of wealth holders in isolation of
the environment in which they operate. The environment influences the decision of
wealth holders. The wealth that is being distributed between the various assets
would have been earned as a result of certain investment decisions and prevailing
economic conditions. The model would therefore, be inadequate for explaining the
entire variation in exchange rate of a country.

2.1.3. The Monetary Approach

The monetary approach to exchange rate determination is the most elegant and
perhaps the most complete of all the models of exchange rate. The monetary
approach is complete because it did not only emphasis the primary role of money
but recognizes the role of the real sectors as a contributory factor in exchange rate
determination. The monetary model is based on three major instances. In the first
instance, it asserts that the equilibrium exchange rate depends on the money stock
equilibrium conditions in each country’s money market. The monetary equilibrium
condition states that the price level adjust instantaneously to equate the value of
nominal money stock to the desired or real demand for money. The demand for
money itself is a function of real income and nominal interest rates. The movement
in the monetary equilibrium is comparatively analyzed with that of a trading
partner. An increase in the money stock would induce the depreciation of the
domestic exchange rate via-a vis trading partner’s currency while a decrease will
lead to the appreciation, all things being equal. The rate of growth of domestic
income is also adduced as a factor influencing the exchange rate. An increase in
the growth rate of domestic income in comparison with those of trading partners
would cause the exchange rate to appreciate. This is because the resulting excess
demand for money would lead to a fall in the domestic price level. The third
instance on which the monetary model stands is the covered interest parity which
holds that interest rates are equalized on a global basis. If interest rate in the
domestic economy rise, the demand for money would fall, price would rise and the
exchange rate would depreciate. Thus, the exchange rate of a domestic currency is
influenced by relative shifts in money stocks, real income and interest rate or
inflation rates. The reduced form equation of monetary model can be expressed as
follows:

LEXR =ay+ a ; (Lm-Lm*) + ay(LY-LY*) + a; (Li+Li*) + U,
Where EXR is the exchange rate
M is money stock
Y is domestic output
1 is inflation rate or its proxy such as interest rate
L is log while U, is the error term with zero variance, and assumed to be
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The condition for the monetary model re restrictive and may not necessarily hold
in their entire ramification in developing economies. In most cases, the simplest
version of the monetary model is in fact one of the relevant equations of the model,
the purchasing power parity (PPP), is applied in the calculation of the equilibrium
exchange rate. The PPP represents the long- run equilibrium exchange rate.
This can be represented thus:

eo Pd/ Py - - - 1

an index of the real exchange

Et - - - 2

PPP

Where: E, is the spot exchange rate
Substituting equation 2 into | yields,

E.P, - - - 3

EoPy —

Where: E, is the base period exchange rate.

Equation (2) above measures the extent of deviation of the actual exchange rate
from the base period PPP, while equation (3) is the index of the RER and it
measure the extent of overvaluation or under valuation of NER. Where E, > 1, the
domestic currency is under valued where E;<1.

In a nutshell. the quantity theory of money and the national income identity
provide the foundation of the basic tools for analyzing the appropriateness and
impact of exchange rate on the value of the domestic currency.

22 Exchange Rate Policies

The main objectives of exchange rate policy in Nigeria are to preserve the value of
the domestic currency, maintain a favourable external reserves position and ensure
external balance without compromising the need for internal balance and the
overall goal of macroeconomic stability.

Exchange rate policy has moved in a circle. starting from 1960 when Nigeria had
her independence to date. Therefore the exchange rate policies is going to be
examined from pre-SAP era which starts from (1960-1986), Policies under SAP
era (1986-1993) and the post SAP era (1994 to date).

(i Pre-SAP Era (1960-1986)
Pre-Sap era is also known as the exchange control era. Here various measures
were adopted to operate the fixed exchange rate system that was in place in the
exchange control era. Between 1960 and 1972, the Nigerian currency was pegged
to British pound sterling. One Nigeria pound exchanged for one British pound
sterling between 1960 and 1967. Although the parity between the Nigerian and
British currencies was maintained, the Nigerian authorities operated an
independent exchange rate system from 1967, when the pound sterling ceased to
serve as a direct external anchor for the Nigerian currency. While the pound was
devalued, the Nigerian currency was implicitly revalued since it maintained its
former parities. From this period, the monetary authorities introduced the US
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dollar as one of the reference currencies for the purpose of determining the
exchange rate of the Nigerian pound.

As the nation continued to lose reserves due to excessive importation and rapid
outflow of foreign exchange, a policy reversal occurred in 1981 to arrest the
deteriorating external sector position. The overvaluation of the naira was
recognized by the authorities and the naira was gradually depreciated to stem the
outflow of foreign exchange through the curtailment of import demand. This
policy was sustained up to 1986, the situation became worse with the continuous
accumulation of payments of arrears and the erosion of the nation’s credit-
worthiness that the CBN had to apply the basket of currencies approach from 1978
as a guide in determining the direction of exchange rate movement.

(i) Policy Under SAP Era (1986-1993)

The policy took effect from September 1986 when the fixed exchange rate
mechanism for determining the naira exchange rate was discarded and replaced
with a floating exchange rate mechanism. The system was propelled by market
forces as the naira was allowed to find its level according to the strength of
demand and supply of foreign exchange. However, the monetary authorities
retained the discretion to intervene in the foreign exchange market to influence the
course of exchange rate movement in order to achieve the aim of the policy.

(iii) Policy Under Post SAP Era (1994-2002)

In this period, there was a return of floating exchange rates under
deregulation of the foreign exchange market. The re-regulation of the exchange
rates in 1994 left the economy worse off than in the previous year. The policy
objectives could not b e realized as the naira depreciated sharply in the parallel
market, widening the parallel market premium, while stability in the exchange rate
and the foreign market proved elusive, the balance of payments remained under
intense pressure, non oil receipts decline, demand for foreign exchange assumed an
upward pressure and became unsustainable in the face of relatively low level of
supply of foreign exchange, inflationary spiral exacerbated and domestic output
performed poorly. All macroeconomic variables performed dismally. This
informed the policy reversal in 1995 from regulation to a liberalized framework of
“guided deregulation™ of the foreign exchange market. The major element of the
deregulation was the re-introduction of the Autonomous Market for Foreign
Exchange (AFEM) for disbursing foreign exchange to end-users through selected
banks.

3. Exchange Rate Theories and Exchange Rate Policies Nexus : The
Nigerian Experience

In the Pre-SAP Era (1960-1986), the relationship was positively related in that,
while the traditional flow theory relies on equilibrium in the foreign exchange
market, the policy strived to maintain uniformity by operating the fixed exchange
rate system.
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During SAP Era (1986-1993), the relationship was inversely related since the
theories still strived to maintain equilibrium in the foreign exchange market, the
policy was flexible in that, it was allowed to find its level according to the forces
of demand and supply. This invariably means that a shift in the allocation of
wealth between the domestic money base, domestic public bonds and net foreign
bonds denominated in the foreign currency will influence the theory which insists
on equilibrium exchange rate.

In Post SAP Era (1994-2002), the relationship in this period was also negatively
related, reasons being that, while the theories still maintain equilibrium exchange
rates, the policy rather brought about depreciation in its exchange rate thus making
the economy worse off in that period even with the re-regulation of exchange rates,
the policy could not achieve its objective.

4. Methodology

The data for the study covers a period of thirty three years ranging from 1970
through 2002 and were sourced from the publications of the Central Bank of
Nigeria statistical bulletin, various issues and publications of the Federal Office of
Statistics, various issues.

In the analysis of the data collected. the tabular presentation of facts was used to
show clearly the corresponding impact of exchange rate policies on the domestic
currency for the period under study.

5. Evaluation of Exchange Rate Policies in Nigeria

In this section the study analyzed the various exchange rate policies in Nigeria,
their objectives, achievements of objectives, reasons for achieving/not achieving
the objectives, value of the Nominal Exchange Rate, percentage change of the
exchange rate, depreciation and appreciation of the value of the Naira and
economic implications of the policy concern.

Generally, the main objective of the exchange rate policy in Nigeria is to have a
realistic exchange rate which would remove the existing distortions and

disequilibrium in the external sector of the economy as well as ease our persistent-
balance of payments problem (Olukole, 1992). He went further to stressed that
what had contributed to our problems in the external sector of the economy was the
over valuation of the Naira with its corresponding effect of making Nigeria to be
more import dependent, and less self-reliance in the non-export driven economy.
In the past. different exchange rate policies have been used depending on the
economic situation in the country from time to time and some times in response 1o
changing exchange rate policies in the world. Table 1 below revealed the
economic implications of various exchange rate policies in Nigeria and on the
value of the Naira.

285



98T

“Ie[jop
o apnua jo wodxa ag ut ueauawy  pue punod|  wasds
aseaIOUl pun wieN A jo Apgquiasucs| wonepaddy | gy 6290 SIA ysnug ay puw £ouaund el
jo  oafop a8m|  pue  uomsod ‘Kyued sauniog uenadiy oy usamiag| aduryoxyg
awied jo asuefeq a un juswasosdug sit pawmuiew  Aduaimo  uwuaiiy Awed  umuiew o) paxiy| wi6l
“F(jop
‘SaAIISIY ‘a8upyoxa ueduawry  pur  punod|  wasAs
ur auaap pue [aad) aoud [mouad| wonepaidag | 00 869°0  |udiaiog Jog 1w (apeied Jo asunsixs ON ysnug oy pue Loualind e
Ay ul pasvandul Jo jnsar se Fuiay ap pue afusyoxa uiaiog jo MOpINO upady Ay usamiag| afuryaxy
10 1500 Yy swaue uawded paseasouf pdws  pue  woneuodun  aalssadxyg fued  wmuew  of paxigl €161
Kuanins uruaFiN aq) {op
“wodxa po-uou jo uonenmms puw 10] JOYSUR [PILAIND 1DANP B SE PIALIS ueduawy  pue punod|  wasds
afuwyoxa udiaio) jo Rujjjes pue Furdng| uonepaddy | gg- RSO0 [ paswan Suipas punod i waym S5 ysuug g puw £suaund awy
pue (10 aprid jo podxa ur asvaioul wiA waashs  ams afuwyoxa  yuapuadapui uepaliy o usamiaq| aBuryoxy
[ PMOIE DUIOU0D JO M1 ) ARIIY ue paiesado sonuoyiny uruadiy ayj, Awed  umumm o) paxidl L6l
Kouanins “Iw|jop
"WOdxa [10-Uou Jo uonEinWLS pur URUARIN Y1 10) JOYIUR [BIANND 1P ueduawy pue punod|  wasds
28uryoxa udiasog jo Fuigjas pue Fuidng| uonwnaddy | 67- $69°0 [ S pansas 01 pasead Buipais ay) uaym sIp ysnug ayg) pue £ouaumd Ay
PuE (10 aprus jo podxa  up aseasou viA wasks sy ofumyoxy wapuadapui ueuadiy a1 usamiaq| adurgoxy
YIMOIE DIOUD3 JO AR ) ANRIIPIY ur panuado sanuoyiny ueuadg ayy Liwed  wwwew o) paxidl 1161
RETETENTIVES [TV “Tqiop
“Wodxa [10-uou JO uonR[RWNS puy 10] JOYOUR [RWINXD 1DANP B SB PIAIN umouawy pue punod|  waisAs|
adunyoxa uBiaioj jo Buyjes pur E;j FiLo |o pasead Bujpais punod i uaym sap ysnug Ay pue Luaund el
puE [10 aprud jo uodxa uj aseaioul viA wasks  aea aduwyoxyg  wapuadapui ueuadiy o usamiaq| aBumyoxy
PO MWou0a Jo aiel A AR ue pawiado sanuopny ueuaiiy oy Awed  umumew o) paxig | OL6l
Ny
aueyoxy ey
ap jo vopepaaddy \!:«-_unlon V| aduey)|  eujwoy s a| saamafqe jo Ney
!!i!g:!_.ﬂe__& % | 0 aneA | Aupaapr joN/BUAIPY J0) suoseay | judwasaay | saapaafqQ sypads| aueyoxsy) Jway

L - 19dd

7007 01 0461 = porsad ay) 10 Kwiouod;y urLBIN )
up suonEdu] WO JUTINSIY AY) PUE AIUILIN]) HISHUOC ) Jo IN[EA HY) ‘SN0 ey dduryoxy jo siskpeuy

“** uonpidopy afr] ppuonowsy w a8y puv oddng (1o fo ajoy ay g

f1Age L




L8T

“SWId pasE|Iapun ‘wonisod 101098 [Pw)xd
jo  uonenodun  pue  Fupdioaut Sunwiouaiap ay saum
wnugipnba-sip| uoneaddy | zo1- LPS0  [-1aa0 se yans saoporad wodwy dieys SaA 0] puR JUMLAAOW AjRI|  jayseq
4O 2y Aq pasodun siurensuod ay wsuwie prend 01 aways uoisiasadns sBunyoxa jo uonsanp|  Aduaund
Surznuiupu pue AN[IGEIS J0O1I38 [FLAIX uodwy aarsuayaidwod jo uonanponu] ay sumwapp  oyfor paidag| (861
swa _E-_S_.E._ﬁ Uonisod 10109 |FWIAYX3)
jo  uonewodwy  pue  Fuidioaus Sunwouaap ay jsauw
‘wnuginba-sip| voneaddy | Lo £090  |-19a0 su yons saonowmd wodu deys saA O pue JudwAAOW el IAYsEq
dOofl ap £q pasodun sumnsuod g wsumde piend o awayds uoisiasadns afumypxa jo uonoanp| Aouaumd
Burznuunw pue K1)IGEIS 101598 [P podwi aasuayaidwiod jo uonanponuj| A duuwnap ol jo1 paiBad| 6L61
“uonisod 101598 [FUI1Xs
Suneiouaep ap 1saum
‘winugipmba-sip| uoneaddy 9y LO90 oL 0] puR JUALAOW eIl jaYseq
dOsl 2 Aq pasodun siumnsuod “Bursuan aflueyoxa o uwondamp| Aduaund
Suznwunu pue AIges 101028 [TUIAIXY wodui pue wodxa jo uonwzijeiqi] Syl sumuaep  ofo) padfad| L6
“rejjop
uwouawy  pue  punod|  waisAs
"SIAIaSAL U1 AUIDAP puw uonEyul Jo| uonwdadag | 1°g Lo oN ysnug 2y pur £ouaums e
s gy ‘Fuiay jo pmepuers pue spsse ‘aBuryoxs uBialo) jo moLINo pue unpaiiy a1 usamiaq| adueydxy
pur indino jo anfea [¥a1 ul auipaq spood [endes jo uonwuod aassaxy Aed  umupw o] poxid| LL6]
awjjop
EEIVERET] uduswy pue  punod waisAs|
w auyoap pue Buial jo 1802 ;-21 uonepaidag | §'1 LI90 ON ysnug sy pue L>uatmd aNes
‘Al UOLIRPUT Ul SNEAIDUT PUN S1ISSE ‘afueyoxs uifiaiog jo mopino pue lumuaBiy o usamiaq| aluwyoxy
pue ndino jo anjea [ral ul aurda spood [pndes jo uonwuoduy aassaoxyg LAued  wwuew o paxid| 9L61
‘mjop
10 aprud jo uodxa ag) u ueduawry  pue punod|  waisds
aspalou| pue eieN o Jo Anpqiuasued| wonepaiddy ||z 9190 sax snug 2y pur Louauna s
o audep ol pue  uomsod “Aued 1ouLiog uvuafiN A udamiag| aBuryoxy
wawiAed jo asurpeq ay ur wawasosduy si paumuim Aduauny  ueuadiy Awwd  umumw o) paxig| §L61

967 - 6L2dd  sajog sy aduvyoxy fo (psipaddy [pouu) v




88¢

‘swafqosd 1gap (R paseaIdul
pur sipaue sjuawded jo vonemunose
‘siseq  Juaumd uwo Aed o Anpgeut
‘sanianoe wodva i ssausannadwios
Ul UORINPaI ‘SANANY Jarew ‘jaeied | vonepaidag | £'pl THR0 RN 24) JO UOHIEN{BAIIAC JO jjnsas
uo Juawaiemooua ‘mogur mides uo v se uny-fuo| ayp w wnugipnba OoN wonisod 101098 jayseq
UONONPal ‘SaAISA [PIIX2 Jo uonajdap ﬁiﬁsuuoo_cﬂu:uvﬁncsstoé prwaxa  Sunmoumap|  Asuaund
‘suodun w0 aouspuadap  pasvanu 1 dur[eq [PIAUL 2A314e 0) Aijiqeu] an Isaue opjor paddad| ¢86l
“SIAWOISND
o) olueyoxe  ufas0) ;oo uonisod 101098 [PuiaIx?
_v_.__- uonestjdde  aaocidde @ syueq Funriouaop ay) isaum
uoneadaq rs POL'0  |Pasuast] pamojie  yoiym  uonesofe ON 01 pue WAWIAOW ] IfSEq
‘purwap poduil Ul uonANpal pue aluwyoxa uiuo) Jo uonezRNUIP afuryoxa jo wonocanp| Kdsuaumd
SAIRAI [BUIANXD U0 UIRID JUISISIAG Jo Jnsai & se paiauad sasnqe ayj M) umwaRp oyl paidad| pR6I
‘uonisod 101008 [PIxd
Funmouaap ayp isaum
vonedaidag | 69 £TL0 ‘Suiddun-punos pue Sy [endes ON O] puE UAUIAOW || 1yseq
‘purwsap podui ul vononpas pue ssuodu jo Fudoaum-1aa0 pue suodxa afluryoxa Jo wonsanp| Asuaund
SOAINA) [BLLIDIXD WO UIRID JUAISISIG Jo  BudioAur-sapun  jo  sasnge sy ap__dumuap oLjo) padfad| g6l
‘uonisod 101008 (21X
Sunwouaap ay isaie
voneoadag | 101 £L9°0 ‘Buiddun-punos pue iy eindes ON 0] PUR JUUIAOW 2RI layseq
“purwiap wodun ul uononpas pue sspodun jo Furoaui-1aa0 pur suodxa afuryoxa jo wonsamp| Kouaumd
SIS [PILAXD U0 UTRIP JUASISIAY Jo_Bupiour-sapun jo sosnge ayj | o suuwdep  ofor paddad) 76l
‘uonisod 101098 (BUINXD
‘AKjddns 1240 a8uryoxa udiauo) Sunwounap ap jsaue
uoneaidagy 96 §09°0  JO pURUGD SSIOXI OS[E PUR UNUPPIL ON 0} pue JURUIAW AeI|  jayseq
‘purap podun ui uonanpal pue ‘siomnoads Jo SAANOR SNOJAWNG N)) afuryoxa jo wonsanp| Aduaund
SIAISAL [BWIDIND WO UTRIP JUDISIKIRG JO JNsa1 B SB SISUO afumyox ..u.p.om ap aunmwep ol lm paddag| |86l

yupasay Kivaodwauo)) fo jpwinop v LLVMT




68T

“[9AS] [PUOTIFUIANT
atpy w 101098 wononpoad aannadwooun

uoneadac]

‘Ajddns san0

‘wnuginbasip 4Og

puv ‘ojer uonepul Jo [aaap ySiy v'8 RE0'8  |Furyoxe udiai0) 10) punwap jo ssadxa ON A} SZIUIL PUR J0IIS aw
‘spood pendes jo voneuodun paseaoug pur Awouoda ayp ur Aupinbyy ssaoxy [rw1xa ap azipiqeis o | Funrord| 0661
“[9A3] [PUOTIFUIAN] “wnugiInbasip
e 30pas uonanposd aannadwosun| uonmidaidag) ‘Ayddns 1950 dOsl 2 znupunw el
puv oer  uonepgul  jo  jaaa]  ydiy CRE P9¢°L  [a8umyaxa ufiasog Jo) punap Jo ss20x ON puv 101098 x| aFuwyoxa
'spood [endes jo uonweuodwi pasealoug pur Awouodss g ur Aipnby ssaovy My paziqes oLl Bunropd| 6861
ToAa] [PuOTRIIANI| “winngimbasip
ay v 301235 wopanpoad aannadwiooun| uonwaadag) “Arddns 1ar0 dOofi s sznuum el
pue ‘sl uonepui  Jo  [aa3] ydy N | 628t |aFurypxa ufiaio) 10) puvwiap jo ss0x3 oN pue  J01as  ewaxa| afuryoxa
‘spood Endes jo uonwuodun paseasou) pue Awouodd ap ur Aupinbip ssaoxy ap paages oL Buneold| §861
12 sainpa
fupsuaor  wodwn  pue
uodxa Jo uonezieiaq
‘Sauoz - apen -2y
‘[9AD] [RUOTIRUIIUL oN uwodxa jo dn Bumes
ap w1012 uononposd asnnaduwiooun| uoneaidag) %9 OL6'E Awouora yanonp spodxa plo-uou nes
|pue  ami wonepur o [2A3)  ySy ayp wr Kpinbyy ssaoxa pur Kddns sano 1500q 0) pur uonowosd| aFuwpxa
spood [Endes jo vonvuodun paseasou) 28umryoxa ufias0) Jo) purap SN ‘wodya  wo  siseydwg|  Suneopd| (861
| staqoud 1Gap [RWIAING pasuaiul B
pue siwaue suawded jo uonemWnOe fuisuaoy  wodun  puw
wiseg uaund uwo Aed o1 Kipigem vodxa jo uonezifesaqy
‘sanianoe podxa i ssauaannaduiod ‘sauoz apea)-aauy
Ul uononpas ‘sanianoe e ‘ayeed| uoneasdag) 862 1 RN 24 JO UOHET[RAIIAO JO J[nsal oN wodxa jo dn Fumos
uo wawddemooud ‘mopgu Ended uo e se uny-Suo] o wi wnugijinba ydnonp suodxa pro-uou ne
UONINPAL *SIAIISI [RWINXD Jo uonjdap [EwaXa 20N pue uum woys g 15004 01 pue uonowosd| aFueyoxa
‘suodwt  wo  aouapuadap  pasvaidug Ul 2OUR[RQ [RILUL JAAYOR 01 ANjigeu] ‘wodya  uo  sisegdwgg|  Suneopd| 9861

967 - 6£2dd  saonog sy aSuvyoxy fo siwaddy pou) v




062

T RNNIGIIsATOS
sidiaoar [ro-uou ur sulPIP ‘Awouod apewnin pue
AN Ul AAISA PN JO (A Anpqeis  paumsns - 1)
o] “opas uononposd aannadwosun| wonwoadag | 07 00001 | “WEHAY J0 uonanponut ay) s Wi 10} Aem ased pur eaEN
‘s uonepgu  jo Ay gl o uonrnFauzp papind yInonp 1y ON ) uapFuans ‘sansasal am
‘spood [endes jo uoneuodwi pasealou aBueyaxa  udaio)  jo  Buzieiagr) frwaxa dn pying of| Suneoldl 9661
‘ne
sidiaoal [lo-uou ul saulsap “Auk aunian
AP WL AINA RN JO  [2AI] am adueyoxa  paxy
mo| ‘3012 uoponpoid aannadwooun| wonwadaq | L 0008 | "WHAY Jo uonanponut 3 yits Wil ON ¥ Jo uonanponui 3y Aq
s uoneyur  jo (a3 yiy Jo uonendatap paping yanoa 1w PAUOISEINO  SUOTLONID awi
‘spood mided jo uoneuodun pasvaiu aBuvyoxs  udaso) jo  Rupzieaaqry 1oiew g ssaipar oLl Buneold| 661
‘N2
sidiaoalr [lo-uou Ul sautPap ‘AWouodd ‘aundas
YL UL AL [PWIAIND  JO  [9AD] o aBueyoxa  paxy
Mo| 4o139s uononposd aannadwooun| wonwdadag | 8| W siseq ON ® Jo uonanponut 3y £q
aln  uwopepuy  jo A3 ydy me-oid U0 s1sn-pud 01 uoNEO|[R PAUOISEIIO  SUOTLIOISIP ey
‘spood pendes jo uoneuodnn paseassup aBueyoxa ufiaio) Jo  woneZIENUD) Japewm g ssaspar o | Funwopd| ve6l
[9AS] [uOTIFLI I |
ay e sopas uononposd aannadwoosun ‘Ajddns 1240 afumyoxa
pue ‘aw uonepul jo (s3] ydw| uopepaidaq | 901 920'7¢ |98uryoxa uBtaio) Joj puRWIp $S0XD ON udtaso) 10) puvwap ([ aws
spood [endes jo voneuodwi paseatoug pue Awouoda ay ui Aupinbiy ssaoxg 123 01 yoouapun NgO|  Funwopd| £661
‘paajdap
Ajponseip awwdaq A48 [HUN apew
‘|aA3| [PUOTIELLINNIL spuRwiap (B Jo JuiAjsnes snonunuod
ay 1w 101025 uonanposd aannadwooun| uoneaidag | 0§ ¢89'61 [puv  wnmuad  apww  (aqpeied
pue loma uonepul Jo jaa3) iy Sumapim 1 ul PAI[JA SEM YIIYM ON vieN Jo uoneidaidap el
ispoodl fendes jo uonepodu pasvaiou IHAL W Ut Anpigeisul juaisisiag pides ofesoar was oL Bunworf| 7661
‘pawydap
A[eonseip 2weIaq 4131 [HUN peul
“[9A9] [BUOIRIAILY spurwap @ jo Fuikjsues snonunuod
ay v 101098 uonanposd aannadwosun| vonwoadagy | 941 962’6 |pur  wnmwaid  gayww aqeed
pue tamr uonwput Jo  [2a3 ydy Buiapim 241 Ul pARdAAl SEM YIIIM oN e jo uoneaidap aed
'spood [ended jo voneuodun paseasou] WHAL 2w Aipgeisur uaisisiag ?&h admiaae wals of|  Funvold| 1661

sy andodhioanie ) jo powanop v LIVMT




162

N3
sidiasal [10-uou Ul SAUIAP AWou0d
Y Ul DAISAI  [RIWIAIXD  JO [9AD)
Mo| opas uonanpoad  aannaduooun

uonwaidaq 74 00501

TWEHAY Jo vonanponut 3yl s WHA

“ANpIqIaAu0d
apupin pue
Anpiqus  pautmsns - sit
10 Aum aaed pue ey

‘o uomwyul  Jo a9 ydiy jo uonenazap paping yEnong 1ypew ON ) uagiBuans saasasal et

*spood [endes jo uoneuoduwi paseanu] afuwyoxa ufiaio) jo  Buizimiaqry (pwaixa dn pying og| Suneopd| 8661
EQ inquiaauod

sidiaoar Jo-uou Ul saupap ‘Awouoda awuinin pue

P UL JAISA [PWAXD  JO 249 Anpiqms - paureisns - sit

mo| “oes uonsnposd sannadwosun| uoneasdag (T 0S°Z01 | "IWEV JO BONINpONut oy im W 10) Aem aned puw warEN

‘i uopwpuy  Jo A9 4Bl jo uonenSaap papind yEnosy e ON 2y uapBuans sansasal s

‘spood fmndes jo uoneuodu paseasou] afumyoxa  uftaio) o Juizieiaqry pwaxa dn pying or| Sunvold| 661

967 - 6L2dd  samog awy a8umyaxy fo pstosddy pouL) v




6T

(sanss] snour A ) woday Suuouody s, N4 ()
(SaNSS] SNOLRA ) UNR[[NY [EIMNSNS S NHD @
(5aNSS] SNOLIZA) MIIADY [BIDURUL] PUB DIUOUODH S NHD (n
Buisn szoyny oy Aq papidwo)) :saaunoy
WIS
endes Surguno pue
“Awouosa ay ut ymoad spodya j1o-uou tKouaredsunn 1xew
U0 15004 ¥ 0S|I pue sapes Japew (qpesed ISAAIINA [RILANXD
Ppuw [P150J0 2 uddmiag wniwad|  voneaddy L well sap Buiasasuon eieN
ABwngue ) W UOTONPAL ST [|2m SB 0L ‘waysis ay Jo g aduwyoxa apes
adurydxa Jo ANjgeIs Jo amseaw pooy uonany y,ng ay) Jo uonanpoaug ayp Buwdieay|  Funwod| zoog
el mﬂ—-u.—._uuu
iy pendes !.-EEB_ uy Aujigeis asuryua o)
“KUWIOUOID ) UI SIAIISAI [PLLINNND Swdden-punos . o u o.u__o_x.s adueyoxa ufiauo) asow
UO UMOp-una 1101508 sanonpoud|  uonenasdag) Lo vl aanenoads ao._ﬂ_%:uun: wea ‘suodxa sfwinooua
aannadwooun ayes vonegu yiy apen papmiun :Kjddns 1aa0 a8uegoxa oN o1 tuoisuedya aex
‘spood peidea jo uonmuodun paseassu] UB1210) J0] PUBLAP dAISS20XY [easy preuna o) | Juneod| 1007
EIUES (RS
WAy rended pur g 2 W ul Aupiges aduRyu2 o)
AWIOUO02 ) Ul SIAIISAI [BUIDIXD Fudden-punos o 24 ui saduapu) afueyoxa ufrasog asou |
U0 UMOP-un ¢ Licdas asnonposd aanenaads (Karjod uonwzijesaqy wira ‘spodya alwmoous
aannadwosun ‘o uonegu yiy apen papindun (£jddns 1a0 aBueyoxa [UN o] tuoisuedya Bl
*spood [endes jo uoneuodwi paseanu)|  uoneaidag €8] 00071 uB1a10] Jo] PURWIAP IAISSAINY sy preund o | Bunvord| 0007
) AN[IQIIAATOD)
sidi2cas plo-uou w saulPap Awouosd apewnn pue
S Ul DAJOSAL  [BWIAIXD  JO 9D Anpges  paupmsns sy
..5_ Sodas wononposd  aannadwosun| uonedasdag) 1 3 0001 10) Aea 2and pue waey

uoneyul  jo Ay ydy
.n-!.&_q__.a- Jo voneuodu paseaiou]

warsAs oy w Kupinby| ssaoxa pue

Aonjod easy  Keuosuedxs Juaisisiag

) uapFuans ‘saniasa e
rwaxa dn pping o]

younasay vaodwaiue) fo pouanop v LIVMT

Buneol| 6661



The Role of Social Support and Age in Emotional Life Adaptation ...  pp61l - 74

The fact presented in the table above revealed that as a result of the fixed exchange
rate policy in 1970 through to 1980 and the objective being to maintain parity
between the Nigerian and the British currency was achieved for the reason that the
Nigerian government operated an independent exchange rate system when the
pound sterling ceased to serve as a direct external anchor for the Nigerian
currency. This resulted in the appreciation of the value of the naira between 1970
and 1975.

When the US dollar was introduced as one of the reference currencies in 1976,
there was depreciation in the value of the naira in 1976 and 1977 due to excessive
importation of capital goods and outflow of foreign exchange. This prompted a
policy reversal from a fixed exchange regime to the application of pegging the
naira to a basket of currency between 1978 and 1985 aimed of determining the
direction of exchange rate movement, and to arrest the deteriorating external sector
position. The objective were achieved in 1978 through to 1980 as a result of
liberalization of export and import licensing in 1978 and the introduction of
comprehensive import suspension scheme to guide against sharp import practices
such as over-invoicing and importation of uncleared items in 1979 and 1980,
which resulted in external sector stability and the minimization of the constraints
imposed by the balance of payments disequilibrium. But between 1981 and 1985
when the pegging to currency basket lasted, the objective of reducing the external
sector imbalances was not achieved due to foreign exchange crisis brought about
by the numerous activities of speculators and middlemen and excess of demand
for foreign exchange over supply in 1981 and the abuses of under-invoicing of
exports and over-invoicing of imports; capital flight and round tripping in 1982
and 1983 to the abuses generated as a result of decentralization of foreign
exchange allocation which allowed licensed banks to approve application and
allocate foreign exchange to customers in 1984 and the inability to achieve internal
balance in the short term and guarantee external equilibrium in the long run due
largely to overvaluation of the naira in 1985. The attendant economic implication
was the persistent drain on external reserve in 1981 through to 1984 and increased
dependence on imports, reduction on capital inflow; inability to pay on current
basis; accumulation of payment arrears, a run-down on the external reserves etc.
in 1985.

Between 1986 and 2002, the floating exchange rate policy was introduced and the
value of the naira persistently depreciated between 1986 and 2001 due to some
reasons as presented in table 1. and appreciated in 2002 as a result of the
introduction of Dutch Auction System which led to the achievement of the
exchange rate policy objectives of realigning the exchange rate of the naira:
conserving external reserves; market transparency and curbing capital flight from
the country, the end result was a good measure of stability in the exchange rate and
a boost on non-oil exports growths in the economy in recent times (CBN, 2003).
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Table 2 Summary of the Number of Years the value of the Naira appreciated
or depreciated in Pre-SAP, During-SAP and Post-SAP era for the Period
1970-2002

S/N_| Periods Appreciation | Depreciation
1| Pre-SAP Era (1970 1985) | 7 8
2 During-SAP Era (1986-1993) - 8
3 Post-SAP Era (1994-2002) 1 8
TOTAL 8 24

Source: Derived from Table 1

From Table .2 above, it is revealed that the value of the domestic currency
appreciated for seven (7) years and Depreciated for eight (8) years in the pre-SAP
era. This development was due to the reasons presented in Table 1 such as the
maintenance of parity of the naira value with the pound sterling and the dollar;
increase in export of crude oil and stipulation of non-oil exports among others in
the early 70s. and thereafter, the depreciation set in due to excessive importation
of capital goods, outflow of foreign exchange. decline in external reserves etc.
During SAP the naira consistently depreciated. This suggest the worst period in
Nigerian economic history. This period exhibited a lot of economic crises ranging
from the introduction of SAP to devaluation of the Niara: depletion in the external
reserves, high inflation rates, reduction in capital inflow, un-competitive
production sector at the international level. inability to pay on current basis,
accumulation of payment arrears, increased in external debt stock, etc. According
to Uwatt (2004), this period recorded the highest level of insensitivity, bribery,
corruption and mis-management in the nation’s economic history. The reasons for
the consistent depreciation of the Naira are presented in table 1.

In the post-SAP era, the Naira appreciated for one year and depreciated for eight
(8) years. It is pertinent to highlight here that this periods recorded high level of
capital flight from the country in the form of loots deposited in foreign banks by
late General Sani Abacha; multinational corporation (outflow) repatriation of about
80% of their profit outside the country: unfavourable economic policies of
President Olusegun Obasanjo, such as expansionary fiscal policy and excess
liquidity in the economy; unguided trade liberalization policy, etc. But in 2002,
the value of the naira appreciated due largely to the introduction of the Dutch
Auction System.

Furthermore, table 2 revealed that the introduction of SAP does not solve the
problems of Nigeria, rather it worsen the situation. It should be recalled that the
main aim of SAP was to restructure and diversity the productive base of the
economy: achieve balance of payment stability: lay the basis for sustained
economic growth; limit the degree of unproductive elements in the public sector;
improve the sectors efficiency and intensify the growths of the private sector: and
establish a realistic and sustainable exchange rate for the Naira. These objectives
were 10 be achieved through the main instruments of SAP, such as trade and
payments liberalization, tariff reforms, devaluation of the naira and privatization
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and commercialization of public enterprises. SAP had failed in the areas of
achieving a realistic and sustainable exchange rate among others for Nigeria.

Many observers saw SAP as a comprehensive economic package that will get
Nigeria out of her economic predicaments. Unfortunately, all the macro-economic
problems which were evident in the Nigerian economy prior to SAP, still persist in
recent times. As Gbosi (2004) rightly put it. Structural Adjustment Program was
scen by many economist as the “Moses™ that will lead Nigeria to the “Promised
Land™ as far as a realistic exchange rate for the Naira was concemned. Making
references to table 1 and 2 above shows that the various exchange rate policies
adopted under SAP has not led Nigeria to the “promised land”. As can be seen
from the tables, there has been persistent depreciation of the naira throughout the
SAP period (1986-1993).

Finally. in the early years of Post-SAP era (1994-2002), the Naira has been
depreciating persistently instead of appreciating. At the end of 2002 the Naira
appreciated, about 119.22 was exchanged for One US dollar representing —12.7
percentage change as against the depreciation of the Naira by N134.41 10 One US
dollar representing 10.7 percentage change in 2001. This depreciation adversely
affected the performance of Nigerian's external sector. This development suggests
that the various macro-economic policy measures adopted in the post-SAP era by
the CBN have not succeeded in establishing a realistic and sustainable exchange
rate for the naira.

6. Summary and Concluding Remarks

From the above analysis, it was observed that in the Pre-SAP era, the policy
operated was a fixed exchange rate system but the objective as seen in the table
above was achieved and subsequent appreciation of the Naira between 1970 and
1975 due to operation of an independent exchange rate system when the pound
sterling ceased to serve as a direct external anchor for the Nigerian currency..
When the US dollar was introduced as one of the reference currencies in 1976
there was a depreciation of the naira in 1976 and 1977 due to excessive
importation of capital goods and outflow of foreign exchange. In 1978 to 1985 the
naira appreciated due to thea basket of currencies aimed at arresting the
deteriorating external sector position which was achieved between 1978 and 1980.
Between 1981 and 19835, the value of the naira depreciated due to foreign exchange
crisis of these years. The persistent depreciation of the naira continues to 2001 due
to the reasons outlined in the table. But in 2002, the value of the naira appreciated
and the objective of the policy achieved due to the introduction of the Dutch
Auction System by the CBN.

The paper concludes that SAP had failed the nation in many ways and that to
achieve a stable value of the naira, the current exchange rate policy of Inter-bank
Foreign Exchange Market (IFEM) should be sustained with the enforcement of a
two-way quote system, money supply should be moderated 10 reduce destabilizing
and speculative demand for foreign exchange and stem the rapid growth in the
domestic prices. This would be achieved through supportive fiscal operations, in
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order to prevent naira over-valuation and thus ensure that the domestic currency
does not lose international competitiveness. The current expenditure profile of
government is inflation prone and perpetuates the phenomenon of excess liquidity
in the economy, thus inhibiting the ability for the CBN to maintain money
stability. When the oil windfalls revenue were earned by Nigeria, the CBN highly
advised that the excess funds should be shared by the three tiers of government to
sterilized or prevent inflationary spiral. But this wise counsel was ignored and the
ripple effects are being felt at the moment. As a matter of priority, government
should establish a crude oil stabilization fund. The purpose would be to keep
excess funds from oil exports which could be used when oil revenues are low.
Furthermore, appropriate supply side measure to increase the level of domestic
productivity and exports should be adopted.

The long run objective of exchange rate policy should be to achieve an equilibrium
exchange rate that would guarantee both internal and external balance without
undue dependence on equilibrating short term capital flows, acquisition of long-
term external loans and abrupt monetary policy interventions. And finally, the
Central Bank of Nigeria should monitor the use of foreign exchange resources to
ensure that foreign exchange disbursement and utilization are in consonance with a
predetermined economic preferences and also should be within the orbit of the
yearly foreign exchange budget so as to maintain the stability of the domestic
currency (i.e. the naira). Also the CBN should mop-up excess liquidity in the
economy to stem inflation rate to enhance the naira stability, and also channel the
excess oil revenue to the productive sector of the economy instead of committing it
to settlement of external debt which will further destabilize the exchange rate of
the Naira.
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