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ABSTRACT
This study examined “influence of Oil Price reduction and Naira devaluation on Nigeria Economic Growth”. The study made use of Generalized Auto-Regressive Conditional Heteroskedasticity GARCH (1,1) model to estimate effect of oil price fluctuation on economic growth in Nigeria. The data used was Quarterly data covering the period from 1986 - 2019 sourced from Central Bank of Nigeria Statistical Bulletin and OPEC database 2018. The variables used in the analysis are Gross Domestic product (GDP) was used as dependent variable, oil price, exchange rate and interest rate was used as the independent variable. The results shows that Oil price has positive and significant effect on the economic growth in Nigeria; reduction in oil prices, though has positive effects on economic growth but insignificant; Exchange rate(Naira Devaluation) has positive and significant effect on economic growth in Nigeria. It was recommended that Since oil price is positively related to economic growth, government should utilize properly the proceeds received from oil occasioned by oil price increase to basic and improve basic infrastructures like good and motorable roads, quality education and stable power supply. Government should as a matter of urgency create both vertical and horizontal linkages in oil sector to diversify the economy through the proceeds from oil. Government should continue to judiciously invest in infrastructural development to address key bottlenecks in order to reduce the cost of domestic production and increase domestic supply.


CHAPTER ONE
INTRODUCTION
1.1   Background To The Study
Nigeria, the most populous black nation situated in western Africa is popularly known for her dominant source of revenue; Crude oil. Thus, Nigeria became increasingly dependent on oil revenue, which in the last few decades has experienced fall in its price per barrel and production. With oil revenue as the main stay of the Nigerian economy, variation in oil prices are definitely of prime interest to economists in order to predict the effects of a drastic change- decrease in oil price, on the Nigerian economy as a whole. Oil fall can be described as a sudden, unexpected reduction in oil price or production which has inevitably affected the value of naira (Ozumba, 2009). This study, however, focuses on the influence of the reduction in oil price and the devaluation of naira on economic growth in Nigeria.
The naira devaluation will lead to a chain of reactions, many of which may not have the appropriate results, because the Nigerian economy mainly depends on oil. The devalued naira will drive export of local products, which do not exist in the required volume for now, but will create an additional burden on the populace, the reason being that the cost of consumables, across the board, will escalate. As the direct consequence of the raise in the base lending rate the cost of loanable funds would have risen. In such case the development will be counterproductive, and against the thrust of the government’s touted plan to create jobs (Cooper, 1999).
There is the expectation that the government’s revenue, in terms of naira will move up, because of the wide exchange rate disparity between the dollar and the local currency. But the point must be made that this expectation may be unrealisable of two variables – the falling oil prices and lower crude production aggregate. In the developed nation’s when currencies are devalued, it is to encourage exports, because the prices of local products serve as an incentive and a toast for foreign buyers. In the process, they earn foreign exchange, increase production and create additional jobs. Unfortunately, that is not the position with Nigeria.
Devaluation is a reduction in the value of a currency with respect to those goods, services or other monetary units with which that currency can be exchanged. It also means official lowering of the value of a country's currency within a fixed exchange rate system, by which the monetary authority formally sets a new fixed rate with respect to a foreign reference currency (Dornbusch et al, 2011). Devaluation is a monetary policy tool of countries that have a fixed exchange rate or semi-fixed exchange rate. This definition is by no means exhaustive of the term. A concept which is closely related to devaluation and which is sometimes confused with devaluation of a currency is depreciation. Depreciation and devaluation are sometimes incorrectly used interchangeably although they both refer to values in terms of other currencies. More recently, the Monetary Policy Committee (MPC) of the Central Bank of Nigeria (CBN) took a decision to devalue the Naira to N198 from N160 to the American Dollar.
However due to the ongoing global fall in oil price, crude oil prices in the international market fell significantly from the all-time high at $141 per barrel by the end of July2008 to $45 per barrel by the end of January 2009. This has forced the federal government to review the budget bench mark down ward from $65 to $45. This will reduced government expenditure and in turn affect the provisions of goods and services in the year 2015. But considering that a soaring oil price in the last sixteen years made no appreciable impact on the economy, some think that a fall in the price of crude oil could be a blessing in disguise to Nigeria. Government would be forced to look inwards and be more judicious in spending. As we operate a bubble economy, which cannot withstand pressure.
1.2   Statement Of The Problem
Crude oil accounts for about 95 of Nigeria’s foreign exchange receipts. The hardest hit has been countries whose economies depend largely on oil for appreciable percentage of their foreign exchange earnings. The International Monetary Fund (I.M.F.) allows countries to devalue their currency in order to correct "fundamental disequilibrium" in their balance of payments to stimulate economic growth. Great Britain devalued her currency in 1967. The U. S. devalued in 1973 and France did same in 1969 followed by her 14 Francophone African countries. Devaluation thus is not a new concept and should not be seen as an outlandish and terrible act; it is a permissible method of fixing the exchange value of a currency in light of new supply and demand reality. While devaluating a currency due to fall in oil price can seem like an attractive option, it can have negative consequences. By making imports more expensive, it protects domestic industries who may then become less efficient without the pressure of competition. Higher exports relative to imports can also increase aggregate demand, which can lead to inflation. Whether deliberate or as a result of fall in oil price, currency devaluation reduces the price of a country’s domestic output. This has the potential to benefit the economic growth by helping to increase its export volume.
1.3   Objectives Of The Study
The following are the objectives of this study:
1.  To examine the influence of oil price reduction on Nigeria economic growth.
2.  To examine the influence of devaluation of naira on Nigeria economic growth.
3.  To identify factors that can stimulate economic growth in Nigeria.
1.4   Research Questions
1.  What is the influence of oil price reduction on Nigeria economic growth?
2.  What is the influence of devaluation of naira on Nigeria economic growth?
3.  What are the factors that can stimulate economic growth in Nigeria?
1.5   Significance Of The Study
The following are the significance of this study:
1.  The outcome of this study will educate the general public and the stakeholders in the financial sector the influence of fall on oil price and depreciation of naira on the Nigeria economic growth.
2.  The findings from this study will be a useful guide for the government of Nigeria and policy makers on the relationship between the oil price fall, depreciation of naira and economic growth with the view of ensuring their effective management.
3.  This research will also serve as a resource base to other scholars and researchers interested in carrying out further research in this field subsequently, if applied will go to an extent to provide new explanation to the topic
1.6   Scope/Limitations Of The Study
This study will cover the issue of reduction in oil price, depreciation of naira and economic development of Nigeria.
1.7 Limitation Of Study
Financial constraint- Insufficient fund tends to impede the efficiency of the researcher in sourcing for the relevant materials, literature or information and in the process of data collection (internet, questionnaire and interview).
Time constraint- The researcher will simultaneously engage in this study with other academic work. This consequently will cut down on the time devoted for the research work.
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CHAPTER TWO
LITERATURE REVIEW
INTRODUCTION
Our focus in this chapter is to critically examine relevant literature that would assist in explaining the research problem and furthermore recognize the efforts of scholars who had previously contributed immensely to similar research. The chapter intends to deepen the understanding of the study and close the perceived gaps.
Precisely, the chapter will be considered in two sub-headings:
· Conceptual Framework
· Theoretical Framework
· Chapter Summary
[bookmark: _Toc43312040]2.1	CONCEPTUAL FRAMEWORK
An Overview Of Value Of Nigeria's Currency 
Since its establishment in 1959 the Central Bank of Nigeria (CBN) has continued to play the traditional role expected of a central bank, which is the regulation of the stock of money in such a way as to promote the social welfare. This role is anchored on the use of monetary policy that is usually targeted towards the achievement of full-employment equilibrium, rapid economic growth, price stability, and external balance. Over the years, the major goals of monetary policy have often been the two later objectives. Thus, inflation targeting and exchange rate policy have dominated CBN's monetary policy focus based on assumption that these are essential tools of achieving macroeconomic stability. Monetary policy in Nigeria has been carried out through the portfolio behaviour of the CBN in terms of the control of its credit and management of reserves. Credit control is being used to check movement in domestic price level, while the exchange rate policy serves as measure for determining the competitiveness and current account performance as well foreign reserves. During the first half of 1980s, CBN's reserves relative to domestic credit witnessed continual decline it however started to increase from I986 up till 1990. Around the last quarter of 1990 the reserves nosedived again until 1991 when it picked up again. This trend in reserves coincides with the three different exchange rate regimes. The period 1980 to 1 986 was marked by overvaluation of domestic currency, Naira vis-a-vis other trading partners currencies (especially US dollars), during this period the monetary authority adopted fixed exchange rate regime. The first substantial increase in reserves fell within the devaluation year, the third quarters of 1986 and first quarter of 1992, however the devaluation was characterized by manage or pegged exchange rate regime. In March 1992 when the floating exchange rate was adopted by the merging of official exchange rate with the parallel market rate there was an initial shock in the system and this affected the reserves negatively. The initial shock was later absorbed as evident by the subsequent increase in the reserves. Although it can be deduced that the upward trend experienced in reserves from 1994 was due to reduction in importation, the increase was as a result of great cut back in CBN's credit to the Federal Government. The different exchange rate policies couple with the inflationary targeting of monetary policy has affected domestic price level and stopped MONETARY POLICY AND MACROECONOMIC INSTABILITY IN NIGERIA SINCE 1995 competitiveness in several ways.
Overview Of Currency Devaluation
Currency devaluation are a natural outcome of the floating exchange rate system that is the norm for most major economies. There has been an ongoing debate on the appropriate exchange rate policy in developing countries like Nigeria. Exchange rate is the rate at which a unit of the currency of one country can be exchanged for a unit of the currency of another country. It determines the relative prices of domestic and foreign goods, as well as the strength of external sector participation in the international trade (Adeniran et. al, 2014). Exchange rate regime and interest rate remain important issues of discourse in the International finance as well as in developing nations (Obansa et. al, 2013) and the choice of exchange rate regime stands as perhaps the most contentious aspect of macroeconomic policy (Calvo and Reinhart, 2002).
Exchange rate fluctuations in emerging markets, which has become more pronounced in the last two decades, have had significant impact on the economies of the affected countries. Empirical evidences have shown that exchange rate volatility in turn is caused by both real and financial aggregate shocks (Calvo and Reinhart, 2002). Adam, (2002) opined that these shocks are engendered largely from collapse of commodity prices in the world market, reduced foreign lending and increased cost of external borrowing. The volatility of exchange rates in developing countries is widely contended as being one of the main sources of economic instability around the world (Adeoye and Atanda, 2012). Conversely, fluctuations in the currency strength of major economic powers like United States drive considerably the impact of the global economy on budding economies like Nigeria. In recent years, these fluctuations have been enormous, volatile and frequently unrelated to underlying economic fundamentals (Philippe et al., 2006). Fluctuations in exchange rate has different implications on the economic growth as measured by key macroeconomic variables. The right choice of exchange rate regime will bring an economy back to the equilibrium and many economists claim that it is one of the factors for the positive economic development (Saqib, 2013). Previous research on the impact of exchange rate has reached contrasting results- currency depreciation could have expansionary or contractionary effect on economic growth. As demonstrated by Guittian (1976) and Dornbusch (1988), the success of currency depreciation in promoting trade balance largely depends on switching demand in the proper direction and amount, as well as on the capacity of the home economy to meet the additional demand by supplying more goods.
In recent times, the fall in the exchange rate has been attributed to fall in oil price which resulted in a continuous and heavy depletion of the country’s external reserve, a strategy employed by Central Bank of Nigeria (CBN) to defend the naira. The CBN governor, Mr Godwin Emefiele, revealed that Nigeria is being faced with a number of challenges which compelled the devaluation of naira. These factors include fall in the global oil prices, the end of the United States Quantitative Easing programme, the discovery of shale oil by the US and the global fall in the price of other export commodities apart from the crude oil (Gabriel and Ujah, 2014). The fall in the global oil prices has led to a decline in oil revenue from which the nation derives 95 per cent of its foreign exchange. Consequently, her external reserves had fallen by over 20 per cent from $43bn a year ago to $34.4bn by January 22, 2015 (Oleh, 2015). It has also been observed that Nigeria had faced a simultaneous dwindling in the supply of the dollar and rise in its demand. Consequently, this has led to led to a rise in the price of the dollar at both the interbank and Bureau De Change segments of the market. All these have been observed to constitute to the low supply of the US dollars amid high demand for them.
Conceptualization Of Currency Devaluation
The term devaluation is often used loosely to represent the same thing as currency depreciation. It refers to the deliberate lowering of the value of a country’s currency in relation to other country’s currency within the context of a fixed exchange rate management system (Yilkal, 2014). Devaluation  or  depreciation  of  a  country’s  currency  is  usually  triggered  when  the  country  is experiencing in adverse balance  of payment/balance of trade (BOP/BOT)  Crises or  by  worsening economic conditions  transmitted into the domestic economy from the foreign market. The current devaluation of the naira is linked to shocks emanating from the falling oil price driven by a global supply glut and a declining world demand for crude oil. Nigeria’s economy is a mono product economy that relies on crude oil sales for over 85%-90% of her annual revenue. Between 2006 and February 2015, Bonny light crude oil price average $94/barrel while the average monthly oil price between 2010 and end of 2014 stood at $104.4/barrel. Despite positive windfall gains arising from the benchmark oil price of $79, $77.5 and $65 in 2013, 2014 and 2015 respectively, the country’s external reserves declined precipitously from $53.6 billion in 2008 to the current $30.9 billion in March 2015 (CBN, 2015). This declining trend in external reserves reflects the current concern of the CBN in devaluing the naira as continuous defending of the naira in the face of the dwindling reserves became unsustainable.  Between October 2008 and July 2009, oil price declined slightly below $50/barrel, this was followed by rising exchange rate and a massive devaluation of the naira. Similarly, between October 2014 and February 2015, oil price fell below $50/barrel, this again triggered a rise in exchange rate and a massive devaluation of the naira from N155/$1 to N199/$1. Currently, IFXEM is trading at N199.7/$1 while BDC is trading at between N225/$1 and N227/$1(CBN, 2015) Economic growth is the increase in the market value of the goods and services produced by economy overtime. It is conventionally measured as the percent rate of increase in real gross domestic product (RGDP). Between1960 and 1970, GDP recorded 3.1 percent growth annually as driven by agricultural sector, between 1970 and 1980 which is oil boom era, Nigeria recorded a remarkable increase in GDP of 6.3 percent annually.  In the early 1980’s, the growth rate reduced, but from 1986, as a result of the structural adjustment program (SAP) and economic reforms, there was an improvement because the GDP increase at the rate of 4 percent. In 2013 to 2015 the GDP averaged 1.32 percent (Osundiana & Osundiana, 2016), the highest growth rate was achieved in the third quarter of 2015 which was 9.19 percent. Services sectors being the largest sector of the economy accounted for 50 percent of the GDP while the fastest segment is information and communication. Agricultural sector which used to be the biggest sector with high potential for employment, accounts for 26 percent and oil sector accounts for just 11 percent. The effect of the under devaluation on growth appears to be large and highly significant also stronger for developing countries (Rapetti, Skott, & Razmi, 2012).
Causes Of Devaluation
Devaluation  of  a  currency  globally  is  the  end  product  of  declining  the  nation’s currency in relation to major currencies of the world.  Since 1986, the  Nigerian naira’s  relationship  with  the U.S.  dollar  (and  other  foreign  currencies) has  been erratic, predictable and unpredictable, violent and of course full of tears and heart break to the citizens, government and the economy as a whole. The devaluation of naira can be compared to its most compared currency, dollar. Dollar has an effect on many nation’s currency due the of the economy and that many citizens of different nations tend to exchange, import goods from the U.S. and as well look up to the currency. The U.S. dollar is looked upon due to the fact that historically the played a significant role in the colonization of most African nation and some nation around the globe. As such, the currency of the United State is regarded as the giant currency as being compared to by many nations. This shows that when the dollar sneezes, most nation’s currency is affected due to other nation’s dependency, and especially the naira.
According to Akpan & Atan (2012) as cited in Okaro (2017) the government of the day rely on foreign exchange reserve generated from crude oil to manage excessive volatility in exchange rate that exerts severe strain on the foreign exchange earnings. It is evident that the demand for foreign exchange as continuously been on the rise in the past few years as a result of factor like dependence on imported finished products, reversal of capital flow by investor and high speculative demand which has caused uncertainty in the foreign exchange market which also is caused by increased demand for foreign exchange in the face of unstable supply. They further asserted that  also  the  increasingly  adverse  balance of  payment  position and the inflationary pressures which the economy found itself in which also affects the Real Gross Domestic Products (RGDP) of the economy.
Flowing from a report from Robert Brand (2020) where he asserted that the plunge in the oil prices is pilling pressure on Nigeria to devaluate the naira as dwindling export revenue depletes foreign-exchange reserves, curbing the central bank’s ability to  support the  currency. He  further stresses  that the  central bank’s  reserves have decreased by 20 percent in the past two years to the lowest since November 2017, 4 | P a g e   and may soon reach the $30 billion threshold set by Governor Godwin Emefiele for the country to consider a devaluation. From a report from the  Central Bank of Nigeria spokesman, he said “there is  a significant chance it will depreciate more than that because of oil prices and the pandemic  disease  (coronavirus), they  said.  He  also  said  that  central bank  didn’t immediately respond to a request for comments, and that a weaker naira would boost the government revenues by allowing dollar earnings from oil to be converted at a higher rate”. It should also be further that the devaluation is likely considering oil-exporter peer devaluation and an overvalued starting point. In addition, the Nigeria’s Central Bank will migrate to a single exchange rate for the naira by collapsing the multiple exchange  rate  policy that determined the  value  for  the  local currency, people with direct knowledge. It was forced to move after the global coronavirus pandemic  (COVID-19)  more  than  halved  oil  prices,  raising  pressure  on  the currencies of crude-dependent economies like Nigeria, Africa’s largest producer of the commodity. Hence, by making imports more expensive, it protects domestic industries that may then  become  less efficient  without  the pressure  of  competition. Higher  exports relative to imports can also increase aggregate demand, which can lead to inflation. It is a reality that devaluation seems to more doom than good. However, over the years, the need to compare the naira to dollar is somewhat needed so as to know the influence and need for naira devaluation.
	Year
	Currency ($1 to N)
	Exchange Rate

	1972
	$1
	N 0.658

	1973
	$1
	N 0.658

	1974
	$1
	N 0.63

	1975
	$1
	N 0.616

	1976
	$1
	N 0.62

	1977
	$1
	N 0.647

	1978
	$1
	N 0.606

	1979
	$1
	N 0.596

	1980
	$1
	N 0.550

	1981
	$1
	N 0.61

	1982
	$1
	N 0.673

	1983
	$1
	N 0.724

	1984
	$1
	N 0.765

	1985
	$1
	N 0.894

	1986
	$1
	N 2.02

	1987
	$1
	N 4.02

	1988
	$1
	N 4.54

	1989
	$1
	N 7.39

	1990
	$1
	N 7.39

	1991
	$1
	N 8.04

	1992
	$1
	N 9.91

	1993
	$1
	N 17.30

	1994
	$1
	N 22.33

	1995
	$1
	N 21.89

	1996
	$1
	N 21.89

	1997
	$1
	N 21.89

	1998
	$1
	N 21.89

	1999
	$1
	N 21.89

	2000
	$1
	N 85.98

	2001
	$1
	N 106

	2002
	$1
	N 113

	2003
	$1
	N 127

	2004
	$1
	N 130

	2005
	$1
	N 136

	2006
	$1
	N 131.80

	2007
	$1
	N 125.8

	2008
	$1
	N 120

	2009
	$1
	N 171

	2010
	$1
	N 154.8

	2011
	$1
	N 165.1

	2012
	$1
	N 161.5

	2013
	$1
	N 162.9

	2014
	$1
	N 199

	2015
	$1
	N 300

	2016
	$1
	N 320

	2017
	$1
	N 305.8

	2018
	$1
	N 306.1

	2019
	$1
	N 362.59

	April, 2020
	$1
	N 382.75

	August 13, 2021
	
	


Source: Keetu (2021) *1972-2021
The above table shows the history of naira to dollar from 1972 to April, 2020. From the table above, it shows that during the military regime, the rate at which the exchange rate of naira to dollar being exchanged at the foreign exchange market, most of the citizens were happy even to the extent of exchanging, importing and exporting of goods from Nigeria to other nation’s especially the United State. Furthermore, the table then shows that before the emergence of democracy and since the inception of Nigeria’s democracy, the exchange rate of naira to dollar has drastically caused a heart break and tears to the citizens, economy and the government itself thereby birthing economic hardship within the nation.
Justifications for Currency Devaluation 
Almost all countries of the World have devalued their currencies to achieve certain economic objectives at one time or the other. Currency devaluation is linked to a country’s export performance. Immediately after a country devalues its currency, the volume of its imports and exports may remain largely unchanged in part because existing trade contracts have to be honoured. Over the longer term, a devalued exchange rate can have the desired effect of improving a county’s current account balance (www.aii.unimelb.edu.au). Domestic consumers may switch their expenditure to domestic products and away from expensive imported goods and services, assuming equivalent domestic alternatives exist. Equally, many foreign consumers may switch to purchasing the products being exported into their country, which are now cheaper in the foreign currency, instead of their own domestically produced goods and services. This provides the motivation for devaluation (www.aii.unimelb.au). Also, in contrast to the popular assumption that devaluation does all harm and no good, devaluation will make exporters of non-oil export products have more monetary value for their products while also bringing more dollars to the Nigerian economy. The current exchange rate condition offers some advantages to industries with high local value addition as it makes them more competitive than their foreign or import dependent counterparts. (www.sweetcrudereports.com) In the opinion of Emmanuel (www.dailyindependentnig.com), the policy would boost agriculture production and local goods manufacturing and reduce dependence on imported goods. He noted that it was what was expected given the prevailing situation in the global oil market which has led to reduction in the price of crude oil per barrel. Similar argument is advanced by (www.officemanager.com.ng) by lauding the initiative as a bailout for the struggling economy which depends so heavily on crude oil exportation and massive importation of finished products, saying it may help in correcting the trade imbalance in the long run. In another vein, Ernest (www.proshareng.com), said the objectives of exchange rate policy in Nigeria are to ensure balance of payment viability, maintain a stable exchange rate for the naira, ensuring external balance and the overall goal of macroeconomic stability and lastly, to reduce the gap between the official and parallel market, and prevent disequilibrium in the forex market.
Criticisms Against Devaluation 
A lot of reasons have been put forward as to why devaluation is not desirable. Some of the reasons will be examined under this segment. First, the most obvious impact of currency devaluation is an increase in the cost of importing raw materials and finished goods. This is even more critical as Nigeria is an import dependent country (https//www.pwc.com/…conducting). Many raw materials and consumers goods cannot easily be sourced locally and therefore need to be imported, resulting in higher prices which are passed on to consumers. (http//www.pwc.com…conducting). The irony of it that the nation’s productive and manufacturing capacity is very low to cater for the needed raw materials. Furthermore, it must be emphasized that the increase in Monetary Policy Rate (MPR) will take its toils on the real sector. The cost of loanable funds would have risen, as a direct consequence of the rise in the base lending rate.(www.nationonlineng.net). The development will be counterproductive, and against the thrust of government’s touted plan to create jobs. Hence, there is an indirect correlation between increased interest rate and job creation (www.thenationonlineng.net). Devaluation jump-starts and stalls industrial diversification more than it hurts agricultural export development. Devaluation also undermines the banks and consequently domestic ownership of privatized assets and performance of the rest of the real economy. Devaluation further hurts firms in trading as well as poor farmers and the urban poor. (www.archive.unu.edu/africa). One other area where devaluation is being dismissed is regarding Foreign Direct Investment, (FDI). The nation’s democratic consolidation is expected to create conducive environment for businesses to thrive to enhance economic growth. However, devaluation may dampen investors’ confidence in the country’s economy and hurt the country’s ability to secure foreign investment (www.123helpme.com/devaluation). Historical evidences and performance criteria are not supportive of devaluation as far as Nigeria is concerned. It has been a policy of last resort each time it is adopted. The devaluation of the naira will lead to a chain of reactions, many of which may not have the intended results. For a largely monolithic economy, one that largely depends on oil, the expectation that a devalued naira will drive export of local products, which do not exist in the required volume for now, will create additional burden on the populace, the reason being that the cost of consumables, across the board, will escalate.(www.thenationonlineng.net) .When you juxtapose the consequence of an inflation-induced policy on an economy, nay the people who do not posses a corresponding purchasing power by reason of unemployment, the consequences are better imagined than experienced (www.thenationonlineng.net).
Another issue would be that Nigeria will have a greater difficult in paying its external debts, which are on a growing trajectory. Earning less foreign exchange in the face of growing external debts is an ill wind that blows no one good. (www.thenationonlineng.net) . This is perhaps a pathetic situation Nigeria finds herself. More so, another possible consequence is a round of successive devaluations. For instance, trading partners may become concerned that devaluation might negatively affect their own export industries. Neighbouring countries might devalue their own currencies to offset the effects of their trading partner’s devaluation. Such “beggar thy neighbour” policies tend to exacerbate economic difficulties by creating instability in broader financial markets. (www.newyorkfed.org).
Challenges Of Devaluation In Nigeria
In Nigeria’s case, a number of factors prevent us from benefiting from our currency devaluation since its inception. 
i. Lack of Adequate Infrastructures: In order for a country to create a conducive investment environment, it must have decent infrastructures. Nigeria lacks in basic infrastructures and this in every economic sense increases the cost of production for local companies. For example, a local company that has to pay for petrol in order to run its generator because if power is seized will gain petrol cost, Inaddition to the service cost needed to keep the generator running properly. When these costs are added to the cost of production, selling local goods at less than foreign goods will be difficult because this additional cost would have an effect on profit margin (www.nigerianmuse.com). The sorry state of Nigerian roads equally hampers the expected gains from devaluation.
ii. Lack of Advanced Technology: Companies that are forerunners in the global economy usually sustain such edge through improvement and innovation; they not only perceive a new market need or the potential of a new technology, they also move early and aggressively to exploit such advantage. In order for companies to take advantage of technological advancement, the national level should meet a reasonable standard. Nigerian government has not invested in up-to-date technology for the benefit of its industries and this lack of technological investment has a wrong effect on demand conditions because there is more demand for imports than local products (www.nigerianmuse.com) 
iii. The Danger of Corruption: Enticing multinational corporations into setting up production sites in Nigeria is difficult because bribery and other forms of corruption are added cost, which will defeat the advantage of cheap labour multinationals try to find. Since the beginning of free trade and currency devaluation in China, the Chinese economy became the fastest growing economy in the World. (www.nigerianmuse.com). 
Corruption in Nigeria is pervasive, frightening and seems uncontrollable. Inspite of the existence of institutional mechanisms such as Economic and Financial Crime Commission, little or nothing is done to stem the tide. This is another daunting challenge aside others above that can make devaluation unworkable.
Effects of Naira Devaluation
Eme & Johnson (2010) in their study of Exchange Rate Movement in Nigeria for the sample period of (1986-2010), examined a direct and indirect relationship between the Nigeria exchange rate and Gross Domestic Product. The effect of currency devaluation on the Nigeria economy is a by-product of monetary decision to curb the nation’s economy of not collapsing. Devaluation of currency is an attractive option for nation in recession like Nigeria. The effects of devaluation having its positive results also embraces the negative effects on making the importation of goods more expensive, as well as protecting domestic industries thereby making them to be less efficiency and effective without little or no competition among international rivals.
The positive effects of naira devaluation to the Nigeria economy are:
1. It encourages producers of some sectors to increase output and exports.
2. It strengthens the currency (naira) in the course of dwindling oil price (Osundina & Osundina, 2016)
3. Increase in exchange rate leads to increase in output, and the improvement in balance of payment is neutralized by the use in price.
4. Demand for imports to domestic produced goods by increasing the relative price of imports and making export industries more competitors in international market.
On the other hand, the negative effects of naira devaluation to Nigeria economy are:
1. It affects business by increase in inflation.
2. It reduces the purchasing power of the citizens.
3. Increase in unemployment.
4. It tightens the monetary framework of the nation.
5. It allows a degree of flexibility in exchange rate.
6. Increase the price of domestic goods.
Higher export relative to import can also increase the aggregate demand which can also lead to inflation.
Economy
The word "economy" can be traced back to the Greek words οἰκονόμος (i.e. "one who manages a household"), a composite word derived from οἶκος ("house") and νέμω ("manage; distribute") by way of οἰκονομία ("household management"). The first recorded sense of the word "economy" is in the phrase "the management of œconomic affairs", found in a work possibly composed in a monastery in 1440. "Economy" is later recorded in more general senses, including "thrift" and "administration". The most frequently used current sense, denoting "the economic system of a country or an area", seems not to have developed until the 19th or 20th century.
An economy consists of the economic system in a certain region, comprising the production, distribution or trade, and consumption of limited goods and services in that region or country. In other words, an economy is the total sum of product and service transactions of value between two economic agents in a region, be it individuals, organizations or states. Transactions only occur when both parties agree to the value or price of the transacted good, commonly expressed in a certain currency. In the past, economic activity was theorized to be bounded by natural resources, labour, and capital. This view ignores the value of technology (automation, accelerator of process, reduction of cost functions), and creativity (new products, services, processes, new markets, expands markets, diversification of markets, niche markets, increases revenue functions), especially that which produces intellectual property. Today the range of fields of study examining the economy revolve around the social science of economics, but may include sociology (economic sociology), history (economic history), anthropology (economic anthropology), and geography (economic geography). All professions, occupations, economic agents or economic activities, contribute to the economy. A given economy is the result of a set of processes that involves its culture, values, education, technological evolution, history, social organization, political structure and legal systems, as well as its geography, natural resource endowment, and ecology, as main factors. These factors give context, content, and set the conditions and parameters in which an economy functions. Some cultures (economic system) create more productive economies and function better than others, creating higher value, or GDP. To understand how the economy works, we must identify its major working parts and see how they interact with each other.
The Concept Of Economic Development
According to (Kindleberger and Herrick 1997), economic development is the improvement in the material welfare especially for persons with lowest income, the eradication of mass poverty, with its correlates of illiteracy, disease and early death, changes in the composition of inputs and outputs that generally include shifts in the underlying structure of production away from agriculture towards industrial activities.
Anyanwu and Oackhanan (2000) posit that the concept of economic development connotes an entire transformation of an economy from a less desirable to a more desirable one bringing its overall improvement in the well-being of the entire citizenry.
Anyanwu (1993), went further to say that economic development is a multidimensional process involving the process of basic needs of economic growth, reduction of inequality and unemployment eradication of absolute poverty as well as changes in attitudes, institutions and structures in the economy.
Haggins (1999), pointed out four factors that contribute to economic development as follows:
1. Capital Accumulation
2. Population Growth
3. Discovery of new resources
However, for there to be any meaningful	economic development, there has to be development planning. That is why Graham (2004), pointed out the following as the main components of development plan:
1. A capital budget comprised of public investment projects of a development nature.
2. A budget of government expenditures not usually regarded as capital outlays, but which contribute to economic and social development.
3. A programme of legislation and regulation governing the activities of private individuals, enterprises and institutions so as to redirect, guide and encourage their activities in a manner contributing to economic development. Graham (2004), concluded that “a conceptual simple measure would be the trend of gross national income at constant prices.
Growth and Development
Economic growth deals with an increase in the level of output, but economic development is related to an increase in output coupled with improvement in the social and political welfare of people within a country. Therefore, economic development encompasses both growth and welfare values.
Dependency theorists argue that poor countries have sometimes experienced economic growth with little or no economic development initiatives; for instance, in cases where they have functioned mainly as resource-providers to wealthy industrialized countries. There is an opposing argument, however, that growth causes development because some of the increase in income gets spent on human development factors such as education and health.
According to Ranis et al., economic growth and development is a two-way relationship. According to them, the first chain consists of economic growth benefiting human development, since economic growth is likely to lead families and individuals to use their heightened incomes to increase expenditures, which in turn furthers human development. At the same time, the increased consumption and spending, health, education, and infrastructure systems grow and contribute to economic growth.
In addition to increasing private incomes, economic growth also generates additional resources that can be used to improve social services (such as healthcare, safe drinking water, etc.). By generating additional resources for social services, unequal income distribution will be mitigated as such social services are distributed equally across each community, thereby benefiting each individual. Concisely, the relationship between human development and economic development can be explained in three ways. First, an increase in average income leads to improvement in health and nutrition (known as Capability Expansion through Economic Growth). Second, it is believed that social outcomes can only be improved by reducing income poverty (known as Capability Expansion through Poverty Reduction). Lastly, social outcomes can also be improved with essential services such as education, healthcare, and clean drinking water (known as Capability Expansion through Social Services). John Joseph Puthenkalam's research aims at the process of economic growth theories that lead to economic development. After analyzing the existing capitalistic growth-development theoretical apparatus, he introduces the new model which integrates the variables of freedom, democracy, and human rights into the existing models and argue that any future economic growth-development of any nation depends on this emerging model as we witness the third wave of unfolding demand for democracy in the Middle East. He develops the knowledge sector in growth theories with two new concepts of 'micro knowledge' and 'macro knowledge'. Micro knowledge is what an individual learns from school or various existing knowledge and macro knowledge is the core philosophical thinking of a nation that all individuals inherently receive. How to combine both these pieces of knowledge would determine further growth that leads to the economic development of developing nations.
Yet others believe that several basic building blocks need to be in place for growth and development to take place. For instance, some economists believe that a fundamental first step toward development and growth is to address property rights issues, otherwise, only a small part of the economic sector will be able to participate in growth. That is, without inclusive property rights in the equation, the informal sector will remain outside the mainstream economy, excluded and without the same opportunities for study. The economic development of countries can also be implicated or contributed by the multinational corporations' companies (wikipdeia.org).
Development Indicators and Indices
There are various types of macroeconomic and sociocultural indicators or "metrics" used by economists and geographers to assess the relative economic advancement of a given region or nation. The World Bank's "World Development Indicators" are compiled annually from officially recognized international sources and include national, regional and global estimates.
GDP per capita – growing development population
GDP per capita is gross domestic product divided by mid year population. GDP is the sum of gross value added by all resident producers in the economy plus any product taxes and minus any subsidizes not included in the value of the products. It is calculated without making deductions for depreciation of fabricated assets or for depletion and degradation of natural resources.
Modern transportation
European development economists have argued that the existence of modern transportation networks- such as high-speed rail infrastructure constitutes a significant indicator of a country's economic advancement: this perspective is illustrated notably through the Basic Rail Transportation Infrastructure Index (known as BRTI Index) and related models such as the (Modified) Rail Transportation Infrastructure Index (RTI) (wikipdeia.org).
Introduction of The GDI and GEM
In an effort to create an indicator that would help measure gender equality, the UN has created two measures: the Gender-related Development Index (GDI) and the Gender Empowerment Measure (GEM). These indicators were first introduced in the 1995 UNDP Human Development Report (wikipdeia.org).
Gender Empowerment Measure
The Gender Empowerment Measure (GEM) focuses on aggregating various indicators that focus on capturing the economic, political, and professional gains made by women. The GEM is composed of just three variables: income earning power, share in professional and managerial jobs, and share of parliamentary seats (wikipdeia.org).
Gender Development Index
The Gender Development (GDI) measures the gender gap in human development achievements. It takes disparity between men and women into account in through three variables, health, knowledge, and living standards (wikipdeia.org).
Oil and the Nigerian Economy 
Prior to the discovery of crude oil in commercial quantity in 1956 (Adedipe, 2004; Odularu, 2007), the Nigerian economy, though largely agrarian (Canagarajah and Thomas, 2001), was stable and steadily growing. The pleasant situation continued into the 1960s when agriculture played a dominant role in her economy in terms of contribution to GDP and foreign exchange earnings (Kwanashie, Ajilima and Garba, 1998). The stability and gradual growth of the economy reversed in the era of oil-dominant economy. The reversed situation was synonymous with decline in the roles played by agriculture. The sector shrank in GDP contribution from 66% in 1958/59 (Kwanashie, Ajilima and Garba, 1998) to 16% in 2004 (United State Agency for International Development, 2006). Its contribution to the nation’s export revenues and foreign exchange earnings plummeted from 86% in 1955-59 (Aigbokan, 2001) to 1.8% in 1996 (Balogun, 2001). These worrisome declines have been attributed to growing activities of oil and mining industy in the country (Kwanashie, Ajilima and Garba, 1998). Balogun (2001) attributes this problem to the poor management of public resources and inappropriate incentives, which in turn may not be unconnected with overwhelming inflow of oil revenues in the 1970s. Crude oil has metaphorically been referred to as the ‘black gold’ (Bamisaye and Obiyan, 2006). The resource has redefined the global economy in general and the Nigerian economy in particular. The impact of crude oil on Nigerian economy has been double-edged. It has benefited the country in some ways, and has in many other ways turned out to be a curse (Ogwumike and Ogunleye, 2008). Crude oil’s contribution to GDP rose from 1.6% in 1960 to 11% in 2001 (Adenikinju, 2006). This contribution consists of proceed from oil export, local sale of crude oil for domestic refining and local sale of natural gas. However, the contribution has been limited due to substantial involvement of foreign investors in the oil sector, and consequent repatriation of the sector’s profits and dividends abroad (Odularu, 2007). Crude oil also contributes over 90% of foreign exchange earnings in Nigeria (Adedipe, 2004; Adenikinju, 2006). Ogwumike and Ogunleye (2008) concur that the sector dominates other sectors in contributing to export revenues. For instance, it was responsible for over 98% of total export from the country in 2005. Moreover, the sector contributes to provision of employment in the country (Odularu, 2007). The contribution has however not been relatively significant because it has limited linkages with the rest of the economy (Ibrahim, 2007). As a result, the sector employs only 1.3% of the total modern sector employment in Nigeria (Odularu, 2007). The beneficial impacts of oil on Nigerian economy notwithstanding, the country has not significantly developed (Odularu, 2007). This is due to setbacks caused by oil-related activities. As noted earlier, the structure of the economy has been mal-altered with the advent of oil. Other sectors have relatively declined in size and contribution to the economy while the oil sector has grown in size. For instance, the United States Agency for International Development (2006) notes the association between sharp rise in oil production in Nigeria in 2003 and decline in agriculture as a percentage of GDP from 29% in 2003 to 16% in 2004. In the same vein, contribution of the manufacturing sector as a percent of GDP has been in decline, in contrast to growth in the oil sector (Adedipe, 2004). Have Nigerian economic setbacks been solely and directly caused by oil activities? Reporting Perrings and Asuategi (2000), Ibrahim (2007) points out that there is weak empirical support for negative impact of natural resources on economic growth and development. Thus, it can be inferred that the poor performance the Nigerian economy may not be entirely due to oil activities, but to factors relating to policy management of oil resources in the country. 
The implication of currency devaluation on the Nigerian economy
Currency devaluating totally is an end product of monetary decision to improve the nations near collapse economy. A devaluation is an attractive option for nations in a recession like Nigeria. Devaluation with its positive results also embraces negative consequences as such making imports more expensive, domestic industries are protected thereby making them become less efficient and effective without the pressure of competition. Business parameters in Nigeria are adversely affected by the increase in the rate of inflation, thus reducing the purchasing power of the populace along high unemployment rate. The 2016 cum first and second quarter of 2017 devaluation, according to CBN was to cut down negative speculations in the foreign exchange (forex) market and move the mid-point of the official window of the (forex) market by 100 basis points from 12 percent to 13 percent, to tightened monetary policy framework and allow a degree of flexibility in exchange rate, curtail speculative activities and foreign reserves depletion which, as at October, stood at N 37.1trillion.
Exchange Rate Management in Nigeria 
Exchange rate management is a core macroeconomic policy function of the Central Bank of Nigeria. The bank has over the period experimented with both the fixed and the market based exchange rate regimes. The main policy objective of the bank has been to achieve a realistic and stable exchange rate for the country. The importance of foreign exchange in international business transactions has made it vitally apparent that the management of the nation’s scarce foreign exchange is a considerable factor of national economic management. The period 1970- 1985 witnessed Nigeria operating a controlled exchange rate regime where exchange rate of the naira was pegged to the dollar. The period from 1986 when it became clear that the Nigerian economy which depended solely on oil revenues was not able to sustain the fixed exchange rate regime following the depletion of the country’s foreign reserves in addition to enormous foreign debt stock the government introduced the Structural Adjustment Programme [SAP] and adopted a flexible exchange rate through the Second tier Foreign Exchange Market [SFEM]. A general assessment of the exchange rate regimes since 1986 highlights a propensity towards incessant exchange rate volatility or depreciation which affects unfavourably the monetary stability of Nigeria.
Oil Price Instability and The Nigerian Economy: Import Vs. Export 
The Nigerian economy is a standout amongst the most complex economies around the world due to its extensive exports and imports. The 2014 imports and exports of Nigeria were estimated at 70.8 billion and 104.8 billion dollars, respectively. This creates a positive scenario. The driving export in Nigeria is oil which accounts for  74.3% of  the general fares, while  its principle  import is refined oil, which represents 15% of all imports (EIA, 2016). This implies that oil exports have a more noteworthy impact on the economy than imports. Hence, it can be expressed that oil price instability impacts the Nigerian economy more as an oil exporting country. 
Oil price instability impacts the Nigerian economy in various forms. As an oil importing nation, an expansion in the price of oil will intensify the cost of production, subsequently prompting inflation and decelerating the growth rate of the economy in Nigeria (Mordi & Adebiyi, 2010). Nevertheless, although an increased oil price is more lucrative to the Nigerian economy as an oil exporting country since it will yield additional revenue, it could be constrained by Dutch disease syndrome (Coady, Mati, Baig, & Ntamatungiro, 2007). 
Inflation Caused By Fall In The Price Of The Barrel
The parallel exchange market reaction when the death of President Abacha was announced on 9 June 1998. The news apparently reassured economic operators because the Naira quickly re-appreciated vis a vis the $ and CFAF. The high demand on AFEM contributed to the deterioration, and even more so, the financial situation in Nigeria. The main difficulty came from the drastic fall in oil prices (they remained between 12 and 15 $ per barrel in the first quarter whereas the Nigerian budget was targeting 17 $. The considerable profit loss which this phenomenon caused in a country where exports are made up of more than 90% of hydrocarbon, questioned the reserves of the Central Bank on which authorities were hoping would favour the Naira. Moreover, let us remember that the situation was to worsen because 1998 should have been an election year, and consequently, significant expenses were envisaged and committed for the elections.
Political Uncertainty 
It was in fact, envisaged that in August 1998, the military junta would organize free elections and consequently hand over power to civilians. For a long time, several people suspected General Sanni Abacha of wanting to be a candidate. The beginning of 1998 was characterized by multiple factors, which led to the belief that these suspicions could be true. The turn, which these elections took on the monetary level led to a flight of capital and increased demand for refuge currencies. Two events of the phenomenon happened during the quarter. There was on one hand, the impact of the sales of the dollar on AFEM (over 2 billion in 6 months, i.e. more than the dollars sold during the all of 1996). Despite attempts (by devaluating and insisting on proofs that currencies bought on AFEM had been used), CBN could never master the amount of sales. 
Poor Distribution Of Resources 
Between January and March, the crises in fuel and electricity distribution negatively affected the improvement of the competitivity from which Nigerian products should have benefited in the franc-zone because of the Naira depreciation. Consequently, the expected impact actually happened. Prices of Made in Nigeria products fell in Cotonou (-3%). Stillbecause of the rise in the purchasing power of the CFAF vis-a-vis the Naira, the increase in the prices of recorded imported products in Nigeria (+3.2% in Lagos) stopped once the product was taken to a franc-zone country. This competitivity gain on Nigerian products had as much impact on WAEMU countries especially since there was a slight inflation. A particular example is the increase in prices in Niamey of nearly 4% and 3.2% in Cotonou between the 1 st and 2nd quarters of 1998. Moreover, it was observed that in Cotonou, imported products (those which in most cases are in direct competition with Nigerian products) witnessed considerable price hikes. They thus increased by about 10% between the last quarter of 1997 and the second quarter of this year. Another impact of the high cost of foreign currencies in the franc-zone was that re-export trade was penalized whilst at the same time the weakened Naira discouraged Nigerian importers.
Consequences Of Depreciation Of The Value Of Nigeria's Currency
1. Economy Instability 
The policy of cheap energy prices has aggravated the distortion in the domestic oil market. Prices, fixed at below the market clearing level, have not been allowed to signal to consumers the real cost of energy use. On the other hand, the low price has not allowed suppliers to receive sufficient returns to maintain their infrastructure as well as expand capacity. World Bank staff estimated that about US$4.2 billion per year is lost in the energy sector atone as a result of inappropriate pricing, over investment, neglect of maintenance, wrong policies and corruption. Of these, inappropriate pricing of petroleum products accounts for the colossal amount of US$3.3 billion. The history of energy prices in Nigeria shows a period of stable nominal prices, punctuated by sudden price changes. Nominal prices often remain at the same level until the government is compelled to revise them upwards. One fact that is very clear from the figure is that changes in real prices lag significantly behind nominal prices. For example, while the average increase in nominal price of gasoline (PPMS) rose by 31.3% between 7970 and 2002, the real price only increased by an average of only 4.5% over the same period. The same trend holds for diesel (AGO), kerosene (DPK) and fuel oil (FOIL).
2. Increase In Crime Rate 
The regime of fixed prices has also precluded active private sector participation in the refinery segment of the downstream sector. Although the government issued licences to 18 private refineries in June 2001, they have been reluctant to start operation. Nigeria's gasoline price is among the lowest in the world. Prices in neighbouring countries of Togo, Cameroon, Chad and Ghana, for example, are several multiples of the Nigeria price. This combined with the very porous Nigerian border has made smuggling of petroleum products from Nigeria a thriving business. It is estimated that as much as 30% of Nigeria's oil supply is smuggled to these countries. The distribution margin the government offers to the marketers is too low for them to replace their ageing capital assets. In order to recoup investment, these marketers smuggle the products to neighbouring countries where prices are much higher. Low margins have also resulted in product hoarding. These products are then sold at black market prices that are more than double the official rates, depending on the seventy of the product shortage. This hoarding is most noticeable in the case of PMS. Low margins have also brought about product adulteration. Adulterations increase product volume and, thus, turnover.
Problem Of Oil Supply In Nigeria
Another factor that we cannot ignore in discussing the problem of oil supply in Nigeria is corruption. Successive military regimes preferred importing fuel rather than financing the repairs of the refineries. According to a former member of the National Economic Intelligence Committee (NEIC), against the Committee recommendation, "former Head of State General Sani Abacha resorted to wholesale imporlation of $420 million worth of fuel in a year rather than spend $300 million to repair all the nation's refineries. Also, the 1994 TAM of the Warri refinery was dipped in scandal. Over $35 million was later recovered from renegotiation of over invoiced materials. The Kaduna refinery's TAM of $214 million awarded to Total International by the Abacha regime in 1996 was discovered to be inflated by $1 60 million."'
The Impact Of Oil Price Fall On The Nigeria Economy. 
The oil crisis has been around for sometimes, the two oil crises in 1973 and 1979 are evidences of its persistent prevalence. To forestall the oil crisis, Organization of the Petroleum Exporting Countries (OPEC) was formed in September 1960 to regulate oil pricing between member state signatories, which became effective in 1973.6 Nigeria became a member of OPEC in 1971.7 However, in recent times, they have been flurry of arguments as to the possible cause(s) of the oil price fall; some commentators had noted that it arose from US refinery maintenance, OPEC inaction, infiltration of global oil production by oil countries that are not part of OPEC,8 and the untoward activities on some country members of OPEC. 9 Clearly, blame games are being traded daily by the oil industry players and oil nations as to who is to blame for the price fall and the possible causes of the oil price fall, with the solution farfetched. However, what is glaring to the global economy is the fact that the oil price has fallen and still on a steady decline. Failure to come up with a timeous holistic approach to solve the global oil price fall can affect countries and put their economy in bad shape. This oil price fall has affected the Nigerian economy in a huge way.10 To stem the tide of the oil price fall on the Nigeria economy, the current Central Bank of Nigeria (CBN)’s Governor, Godwin Emefiele, who was appointed in 2014, embarked on rigorous banking sector reforms to steady the economy. For example, to ensure an adequate regulation of the financial sector, the Central Bank of Nigeria in a report released on 30 October 2015, but reported on the 21th November 2015, 11 directed 3 commercial banks to recapitalize after they failed to hit the minimum capital adequacy rate of 10% before June 2016 or risk being liquidated. The three commercial banks, where however not named to avoid bank rush on the current accounts of such banks. Furtherance to that report, the CBN also reiterated its commitment to monitor the re capitalization plans of the three commercial banks. This is a reasonable and ingenious approach, because naming the commercial banks could cause a stare at other banks as well and such attitude could have a chain reaction on the already tensed and volatile financial sector in Nigeria. Also, monitoring the implementation plans of the three banks are commendable and encouraged, because, only adequate reforms and enforcement of regulation can stabilize, strengthen and secure the Nigerian banking sector in the current oil price fall. Similarly, financial scandals are also identified as one of the impacts of the oil price fall on Nigerian economy. This is because; companies will be looking to maintain their luxurious lifestyle during the oil price steady and also during the oil price crash era. This will encourage the directors and executives of such firms to carry out activities contrary to the firms’ policies. Notable in Nigeria, is the recent one being the AFREN Oil and Gas Company which had led to the firm sacking its Executive Directors and subsequently being put into administration.1 The oil price fall provides the leeway for such executives to fiddle with companies accounts, to assign huge bonuses to themselves and their cronies. The oil price fall crisis incidence had in fact affected the Nigerian economy by causing paucity of funds for financial services. Recently, it was revealed by the banks, that several oil marketers owed some Nigerian banks to the tune of about ₦5 trillion. 2 This is disastrous to the financial balance sheets of the affected banks, and could subject them to credit crunch for engagement in core banking businesses and dearth of funds to pay their staff strengths, leading to retrenchment of their staffs and adding more unemployment into the already clustered Nigerian unemployed workforce. The impact of the oil price fall spills over to the banks in such a fluid manner, because activities in the oil sector are financed by the banks and a well-developed banking sector contributes to economic growth by mobilizing savings and efficiently allocating them among the competing investment projects and other demands for funds (Chris and Onyinye). 3 The falling oil prices cause serious financial problem for the oil sector and the capital market due to their link to the financial world and the Nigerian banks. Since, banks sit at a vantage position in the economy, failure to repay the loans advanced to the oil marketers left a bad effect on the banks’ balance sheet, and such loans became bad loans, which is a strain on banks’ capital adequacy. Hence, the oil price fall calls for several regulatory measures to be adopted to cushion the effect on the economy because, only a sustained and stable macroeconomic environment and a sound and vibrant financial system can propel the economy to achieve our national desire to become one of the 20 largest economies in the world by the year 2020 (Soludo 2007). 4 Therefore, to curb the effect of the bad loan debts on the loan profile of some affected banks, the CBN through a circular directed all banks to restrict loan defaulters from further assess to loan facilities, some of the loan defaulters were oil marketers. 5 The CBN also engaged them in a rigorous manner to recover the money, such as through a circular directive to the banks, dated April 22 2015, 6 that the names of those who defaulted for a period of at least one year on the servicing of their loans facilities be published on 3 national dailies and shaming them, and that the exercise to be done every 3 months. The circular directive also banned them from participating in Nigerian foreign exchange market. 7 Although, it is a well calculated effort to recover loan debts and keep the affected banks in shape, however, care needs to be taken so that it does not erode confidence and confidentiality trust of investors who wants to borrow from Nigerian banks. The affected banks also sanctioned themselves and their erring staffs, who signed off on the loans and some of the banks stopped advancing loans to the energy sector. Furthermore, Patti and Ratti, 8 noted that, oil price increase has a greater influence in the economy compared to an oil price decrease. Korhonen and Juurikkala,1 argued that when oil price appreciates, there is a real exchange rate appreciation in oil exporting countries; this is because, they earn a significant amount of money from oil exportation. Therefore, when the oil price falls, oil dependent nation suffers exchange rate depreciation. Nigeria is renowned as being one of the major oil importer and exporter and it is experiencing oil price decrease. Flowing from this, it will be logical to state that when the price of oil falls, the exchange rate in Nigeria will depreciate. This translates to the depreciation of the Nigerian currency, the Naira as it goes to a steady decline. As at the 16th February 2016, the Naira had declined to ₦345 to the Dollars in the parallel market. 2 Although, it has been alleged that the sharp decline is due to the huge demand for the dollars, with no commensurate supply of the commodity. This made the few Bureau d Change operators to sell Dollars at astronomical prices. 3 This could be a factor; however, dominant as a prevailing factor, is the fact that the oil price has fallen and has hit the Nigerian capital market. Furthermore, another impact of the oil price fall is currency depreciation induced inflation. Imimole and Enoma, 4 had stated that the effect of the depreciation of the Naira will be a high cost for the purchase of goods and services; this led to inflation in the Country. Inflation is so pronounced in Nigeria during the era of oil price fall. Prices of services, goods and commodities have increased and still on a steady increase, if this oil price fall menace goes unchecked. Importation becomes more expensive, because more Naira will be chasing the few available Dollars. This is not good for the Nigerian economy, which had been battling with cost related deficits. To curb this, efforts should be made to increase the volume of export product to make up for the extra demand that may be caused by the Naira depreciation. 5 The IMF president, had during her working visit to Nigeria, gave a pass mark to Nigerian banks and described it as strong and reliable, but however advised the banking sector to take cognizance of the effect of the high cost of goods occasioned by the oil price fall to improve their compliance regime and enhance collection efficiency.6 To this effect, the Nigeria Deposit Insurance Commission (NDIC)’s Managing Director/Chief Executive Officer, Umaru Ibrahim, reminded ‘the banks of the need to entrench sound risk management practices to forestall a recurrence of the crisis that rocked the country’s financial system few years back.’ 7 This inventive and novel approach is acceptable, and the Nigerian banks are weary of the activities and control of the Central Bank of Nigeria and the Nigeria Deposit Insurance Commission, and hence the total compliant with the CBN’s instructions on lending. As a result, the CBN was quick to place a benchmark on lending to the oil sector to mitigate its effect on the economy. In December 10 2014, the Central Bank of Nigeria through a circular took a step further by putting a capital cap on the lending portfolio of all banks carrying out their services in Nigeria, towards specific hot flag sectors, such as the oil and gas sector to forestall exposure of their balance sheet to financial crisis. 8 Supporting the CBN’s directive, The Chief Executive Officer of Skye bank, Mr. Timothy Oguntayo, further noted that banks are wary of advancing loans to oil marketers and that Skype bank has cut its lending to the oil sector, due to its been unsure of the policy direction of the present Nigerian Government. 9 This is a welcome development, because it would create a balance and equilibrium in lending, so that more money would not be given to a sector to the detriment of the other sectors of the economy. Similarly, since the oil price is unstable in the international market, and been an international concern, adequate implemented regulatory framework is needed to checkmate its effect and a clear market oriented economic policy direction is encouraged by policy makers during the oil price fall to mitigate the effects on the Nigerian economy. Economic policy direction will suffice to give the Nigerian financial economy a clear picture of the actions, plans and direction of the Nigerian government towards improving and building infrastructural and developmental projection of the Nigerian’s economy, such as in the areas of trade policy, regulatory policy, money supply, industrial policy and diversification. The major goal of the economic policy direction being for infrastructural and policy development of the Nigerian economy, for the good of its populace. Had there being an initial robust implementation of the regulation for the advancement of loans to the oil and gas sector, perhaps, jobs would not be lost as a result of the falling oil prices, as seen in the massive sack of workers in the Nigerian oil and gas sector,1 and the subtle mass sack in the banking sector. This is coupled with the impending nationwide sack of 18500 workers by Shell and Chevron, which the labor union of Nigeria Union of Petroleum and Natural Gas workers (NUPENG) had appealed to the Nigerian Government to intervene on the issue and stop Shell and Chevron from applying the massive sack to the Nigerian nation.2 The bad effect of the oil subsidy scam and the free falling price of oil has been an eye raiser for the Nigerian regulators, such as the CBN and NDIC to step up their penetrating light to that sector and be proactive in its risk management policies and to other nascent sectors of the economy as well.
The Need For Diversification Of The Nigerian Economy
Although, the oil price fall crisis may not persist always, however, since the Nigerian economy is renowned to be oil dependent, there is a need to look inwards for a re alignment of priorities for the economy to be viable, and forestall any present or future oil price fall crisis on the economy, thus a call for a shift from the oil sector into areas that were neglected or not paid rapt attention. The Cry for diversification of the Nigerian economy has been long overdue and overwhelming. Considering the harsh economic realities the falling oil price had shown on the economy, the have been series of renewed calls for the diversification of the Nigerian economy by various individuals.3 This is because of the prevailing urgency of the effect of oil price fall on the Nigerian economy, which is frying the Nigerian economy. Diversification is seen as a panacea for stabilizing the Nigeria financial economy and taking it away from oil price fall implications. This is because, in other climes battling with oil price fall, the impact is not severe, due to the non-reliance on the oil sector. Focus and energy was dedicated to other non-oil sectors, for example, China and South Korea are known for manufacturing of commodities, India is known for Information technology infrastructures; these countries’ economies are sustained and blooming in this oil price fall era. 4 The Nigerian financial environment is not left out, as they were calls on the need for diversification of their lending portfolio and re focus of their lending priorities to other areas and sectors of the economy. For example, in the area of Small and Medium Scale Enterprises (SME)’s, Duru and Kehinde,5 had argued that ‘Small and Medium Scale Enterprises’ (SME)’s play important roles in the process of industrialization and economic growth, apart from increasing the per capita income and output, SME’s create employment opportunities; enhance regional/ sectoral economic balance through industrial dispersal and the promotion of resource utilization.’ To inspire this idea, the CBN directed Nigerian banks to diversify and increase their lending portfolio to other sectors of the economy in ways that would re jig the production wheel and fuel economic activities in the country. 6 In December 2015, 7 the CBN governor had lamented on the less attention paid to the SME’s sector. He noted that less than 50 percent of the ₦220 billion of the Micro Small and Medium Scale Enterprises (MSME)’s loan has been assessed since its creation in 2012, despite the sum of ₦40.3 billion been disbursed to state government, commercial banks, microfinance banks and financial cooperatives. Also, to support lending to the SME’s, in December 2015, the CBN Governor and commercial banks under the aegis of the banker’s committee, at a 2 days seventh banker’s committee retreat in Lagos, Nigeria, titled; creating an enabling environment for SME’s growth, had mandated commercial banks to lower their risk rating for SMEs or lose their cash reserves ratio (CRR). 8 The cash reserve ratio (CRR) is a portion of the banks ‘deposit kept with the CBN as reserves at Zero Interest rates.
Furthermore, Mr. Emefiele had said; ‘we need the support of the commercial banks to lower the risk acceptance level for SMEs. If they refuse, we will take the money they should have got through the CRR and lend them out to the SMEs, we cannot continue to give you money that you can go and buy treasury bills.’1 The intention of this directive arouse from the decision of the Monetary policy committee (MPC)’s to harmonize the CRR on public and private sector deposits at 20 percent from 25 percent, which is expected to add over ₦2 trillion to banks’ available deposit and enhance ready cash for lending. Going from this, the CBN incentive is commended. However, there is a need for proper awareness and sensitization by the CBN and the relevant financial bodies on the availability of such funds for access for the growth and encouragement of SMEs in the country. Complimentary efforts by Government are also needed. Adequate economic and environmental support should be given to the local manufacturing industries in Nigeria to burgeon and flourish by the Government. Though, some indigenous manufacturing companies are flourishing such as Innoson, Dangote, and Ibeto to mention a few. These companies have grown and been a source of massive employment for the Nigerian economic environment. Though, the Government had been encouraging the growth of made in Nigeria products through its awareness and sensitization programs. However, such indigenous companies’ economic activities should be massively encouraged since; it in turn translates to massive revenue for the Government, as those companies will remit their taxes to the government coffers. Government could further assist these companies to grow by implementing favorable fiscal economic growth policies for them, such as tax reduction or rebate, lower interest rate in assessing funds and enabling business environment. Government should also encourage these growing Nigeria Companies by patronizing its range of products and services and further encouraging its drive in the Nigerian economy. For example, cars for those manufacturing cars and making such cars, its official carrier or adding it as part of its official carrier as done in some advanced countries, where Government use the product of local manufactures in its official activities. Also, while recognizing the lacuna the oil crisis will create on the financial economy and the need for diversification to stabilize the economy, the CBN and Commercial banks in Nigeria, in that same December 2015 retreat agreed to increase lending to the agricultural sector to the tune of ₦300 billion in 2016.2 This is a fresh lending and a proactive move by the CBN and commercial banks to support the existing agricultural support platform of the CBN under the commercial agriculture credit scheme, which has been providing financial aids for farmers to develop the industry. This assistance by the Central Bank of Nigeria (CBN) to agriculturist is extolled. However, robust disbursement platforms should be built to ensure that the aims of the disbursed funds such as increased mechanized farming, increasing agricultural products and massive growing and production of export crops are achieved. If this agreement is properly implemented, and the aims are achieved, the effect of the free fall of the oil price might not affect the economy in later years, for the reason that the Agricultural sector will improve the economy and create employments for the unemployed populace and boost exports. This is because before the oil boom in Nigeria in the 1970’s, Agriculture was Nigeria’s main export. Nigeria was known as a huge destination for agricultural products, such that some countries came to Nigeria to tap from its rich Agricultural resources to develop its countries. Their present agricultural self-reliant stance is a telltale of how efficient and self-reliant Nigeria could have been if Agriculture was rigorously and efficiently managed as a blooming sector. However, it is disheartening to see that agriculture which is known as the occupation of the hardworking and rich in advanced countries of the world had been consigned to the job of the lazy and less privileged in Nigeria. Therefore, supporting indigenous agricultural products growth, in a mechanized way as opposed to the crude method applied, such as in Cocoa crops in the western region, groundnut crops in the Northern region, Palm oil and rubber crop in the Eastern region of Nigeria will increase economic activity and develop such crops into potential cash crops for export, which would generate revenue for the Nigerian economy. Another key area that needs to be encouraged for lending is the real sector, this is because, the real sector will help stimulate and grow the financial economy by the massive manufacturing and production chain that will be involved in the sector, such as the producers, manufacturer’ and the consumers, because it is the engine of the country’s economic transformation. 3 This sector is cyclical, because, it is never exhausted as people would consistently engage in production and consumption of goods and services. To lend support to this view, the CBN encouraged banks by lowering their CRR from 25% to 20% to support this real sector; this was announced at a circular to all banks. 4 They have been other CBN intervention funds to the real sector development. 1 Also, to encourage the involvement of stakeholders in the real sector, the International Monetary Fund (IMF) President Christine Lagarde during her 3 days working visit to Nigeria on the 4th January 2015, also advised the Nigerian Government to engage rigorously in the real sector, to cushion the effect of the dwindling oil prices. Furthermore, the lack of consistent power supply in Nigeria has been epidemic; any serious economic activity in that sector needs to be encouraged. Therefore, a diversification of the economy to focus on the generation of a sustainable and efficient power sector would create massive employment, because, the power sector is the fulcrum of production, and, virtually all human endeavors and services rely on power to project its service. This sector is quint essential to human health survival, because the health care survival is dependent on its stability as well. Power is the key. The Government needs to continue to push through with the implementation of the Power roadmap and show the will to make the additional changes needed for the power sector to deliver. The Nigerian economy can only reach its potential when power supply is stable.2 Nigeria is a nation endowed with enormous solid mineral deposits which could generate massive income and employment into the economic revenue. According to Obasi and Isife, 3 ‘Nigeria has many discovered and proven solid minerals, but a very small portion of them is exploited.’ Ekiti State alone has about 10 deposits of mineral resources, which is untapped and unexploited. If Ekiti State, a small state with a land mass of 5887.890sq km, 4 could have such amount of mineral deposits, how much more of mineral resources deposits would other 36 states in Nigeria, including the federal capital territory would have, which is unexploited. Realistically, these untapped mineral deposits translate to fewer jobs and less resources for Nigerians, because there is no serious economic activity in that sector, which would create millions of jobs and attract revenues to the Nigerian nation if properly tapped and harnessed. Therefore, if banks could channel certain percentage of their income to this sector, to encourage its growth and development, massive economic activities will be witnessed which would shore up the nation’s financial economy and make the impact of the falling oil price minimal on the economy. Another sector that needs to be developed is the science and technology sector. This is because, this sector is a trusted sector for economic boom as witnessed in Japan, China and India where the science and technology sector is giving them an edge in world domination and has created millions of jobs to the teeming over populated residents in China and India.5 During a working visit of a commissioner from Taraba state, one of the states in North Eastern Nigeria, to the Nigeria Minister of Science and Technology, Chief Ogbonnaya Onu, in 2016, the Honorable Minister noted that, Nigeria cannot diversify the economy without the application of science and technology and innovation.6 This assertion is true, because science and technology is the bedrock of development, and development breeds economic prosperity. Economic diversification will require significant foreign investment; these investment opportunities will come from both the private sector and from development finance institutions. These efforts will generate enough alternative goods and export certified products out of the shores of Nigeria. Nigeria needs to encourage economic diversification and ensure that it is an attractive destination; this will require unrelenting work on issues like security, transparency, anticorruption, infrastructure and having the right regulations in place.
2.2 THEORETICAL FRAMEWORK
The work is anchored on the theoretical framework of dependency theory. It was developed in the late 1950s by Raul Prebisch. Inspite the raging debates among liberal reformers (Prebisch), the Marxists (Andre Gunder Frank), and the World Systems Theorists (Wallerstein) on the meaning of dependency as a theory, certain core propositions which underlie do exist. Dependency can be defined as an explanation of the influences – political, economic, and cultural or national development policy (Osvaldo, 1969). Put differently, dependency theory is the notion that resources flow from a “periphery” of poor and underdeveloped states to a “core” of wealthy states, enriching the latter at the expense of the former. It is a central contention of dependency theory that poor states are impoverished and rich ones enriched by the way poor states are integrated into the “world system”. It arose as a reaction to modernization theory, an earlier theory of development which held that all societies progress through similar stages of development, that today’s underdeveloped areas are thus in a similar situation to that of today’s developed areas at some time in the past, and that therefore the task in helping the underdeveloped areas out of poverty is to accelerate them along this supposed common path of development, by various means such as investment, technology transfers, and closer integration into the World Market. The premises of dependency theory are that: 
1. Poor nations provide natural resources, cheap labour, a destination for obsolete technology, and markets for developed nations, without which the latter could not have the standard of living they enjoy. 
2. Wealthy nations actively perpetuate a state of dependence by various means. This influence may be multifaceted, involving economics, media control, politics, banking and finance, education, culture, and sport.
The theory suffers some pitfalls such as domestic opportunity costs. Subsidies on domestic industries come out of state coffers and therefore represent money not spent in other ways, like development of domestic infrastructure or need-based social welfare programmes. It is important here to stress that the genesis of the present predicament is inseparable from colonialism which facilitated the country’s incorporation into the Western economic system. In the words of Sharmila, poverty in the Third World is not ‘traditional’ or accidental. It is a necessary companion to the richness of the developed world. The manipulation of Nigeria’s economy by the International Monetary Fund (IMF) and other global bodies are just extension of colonialism known as neo-colonialsm. The conditionalities attached to borrowing as well as devaluation are being dictated by IMF and others. To pretend that they are interested in Nigeria’s welfare is a ruse. The above makes dependency theory the most appropriate to do justice to the theme under examination.
2.3 EMPIRICAL  REVIEW
Odularu (2010), followd the Harrod-Domar theory and Solow’s theory of economic growth and used Ordinary Least Square regression and Cobb-Douglas production function to test the impact of crude oil on Nigeria economic performance. The result shows that crude oil production contributed to economic growth but have no significant improvement on economy growth of Nigeria. Vincent, Ioraver , and Wilson. (2012) examined the controversial relationship between Economic Growth and Fiscal Deficits within the Nigerian context, using data over the period, 1970 to 2006. They adopted a modeling technique that incorporates co-integration and structural analysis. The results indicated that (i) fiscal deficit affects economic growth negatively, with an adjustment lag in the system; (ii) a one percent increase in fiscal deficit is capable of diminishing economic growth by about 0.023 percent; and (iii) there is a strong negative association between government consumption expenditure and economic growth. Augustine (2015); examined the nexus and the magnitude of the effects of fluctuation in the exchange rate on oil price and on how it impacts the Nigeria’s economic performance. The study evaluated the effects of exchange rate fluctuations on crude oil price as well as on economic performance, simultaneously. The variables employed are Gross domestic product of Nigeria, Oil price, Real exchange rate, and Trade openness, Inflation, Terms of trade, World gross domestic product, and World crude oil production. The ordinary least square and the two stage least squares estimation techniques were employed. The study found that real exchange rate has a positive effect (1.2%) on the Nigeria’s economic performance. It was discovered that a 1% increase in the price of oil would positively influence the economic performance of Nigeria by the magnitude of 4%. The R2 shows that 82% deviation in the gross domestic product was captured by the explanatory variables whereas the Jstatistics of the model is insignificant, thus, confirming the relevance and validity of the instruments used. In an article written by Mansour, Fereydoon , and Reza (2012); which tries to examine the relationship between oil exports revenues and government expenditure in Iran over the period 1996 - 2007 by using Wavelet analysis approach. This method employed helped illustrate the main curve of these two variables to different wavelets in separate categories, so this analyze shows the correlation between them better and the results are more predictable. It was discovered that there is a significant impact of oil export revenues on government expenditure at different period of time. The results show a strong positive relationship between these two variables during long term period. 
Ogbonna and Appah (2012) conducted a study investigating the effects of petroleum income on the Nigerian economy for the period 2000 to 2009 using the gross domestic product (GDP), per capita income (PCI), and inflation (INF) as the explained variables, and oil revenue, petroleum profit tax/royalties (PPT/R), and licensing fees (LF) as the explanatory variables. The sample covers all the economic sectors of the country, including the oil sector and the non-oil sector. This study relied mostly on secondary data from Central Bank of Nigeria’s Statistical Bulletin, Nigerian National Bureau of Statistics, and the Nigerian national Petroleum Corporation. Simple regressions models were used in this study to evaluate the data collected. The results show that oil revenue has a positive and significant relationship with GDP and PCI, but a positive and insignificant relationship with INF. Similarly, PPT/R has a positive and significant relationship with GDP and PCI, but a negative and insignificant relationship with inflation. It was also found that LF has a positive but insignificant relationship between GDP, PCI and INF, respectively. Based on these findings, this study concludes that petroleum income (oil revenue and PPT/R) has positively and significantly impacted the Nigerian economy when measured by GDP and PCI for the period 2000 to 2009. This study therefore suggests that the effect of petroleum income on the Nigerian economy was positive for the period reviewed. Lescaroux & Migno (2008) in three panels of OPEC members, other major oil exporting countries and some oil importing countries investigated the links between oil prices and various macroeconomic and financial variables including GDP, CPI, unemployment rate and bond price. Using causality tests, evaluation of crosscorrelations between the cyclical components of the series and co-integration analysis, they found various relationships between oil prices and macroeconomic variables in short and long run. In long run, specifically, ―the causality generally running from oil prices to the other variables. Ujunwa (2013) in his research work conducted an investigation on the impact of the oil industry on the economic growth performance of Nigeria. In the process of the research, the ordinary least square (OLS) regression technique was employed. Considering the impact of time on changes in economic variables, the analysis was carried out using the simple regression method in which Gross Domestic Product (GDP), proxy for economic growth was used as the dependent variable, while the oil Revenue (OREV) and time appeared as repressors. A two-tailed test of 5% significant levels were conducted indicating that the two explanatory variables did not have any significant impact on growth performance of the Nigerian economy within the same period. The researcher therefore recommends that government should formulate appropriate policy mix that would motivate the firm in the oil sector to enhance improved performance and contribution of the sector. Examining macroeconomic dynamics in oil exporting countries with the use of Panel VAR, Mohaghegh and Mehrara (2011) established that oil shocks are not necessarily inflationary. Further, domestic policies, instead of oil boom causes inflation and money is the main cause of macroeconomic fluctuations. Ebrahim, Inderwidi and King (2014) embarked on theoretical investigation of macroeconomic impact of oil price volatility. The result showed that oil price volatility constitutes a fundamental barrier to economic growth due to its damaging and destabilizing effect on macro economy. Precisely, they show that oil price volatility adversely affect aggregate consumption, investment, industrial production, unemployment and inflation particularly in non-OECD countries. particularly in non-OECD countries. Wilson, David, inyiama and Beatrice (2012) examined the relationship between oil price volatility and economic development in Nigeria. Applying Ordinary Least Square and Granger Causality Test, the study shows that there is no significant relationship between oil price volatility and key macroeconomic variables (Real GDP, inflation, interest rate and exchange rate). Contrarily, the study of oil price shocks and volatility of selected macroeconomic indicators in Nigeria carried out by Taiwo, Abayomi and Damilare (2012) using Johasen Cointegration Test and Error Correction Model indicated that crude oil price, stock price and exchange rate have significant influence on the growth of the Nigerian economy. Oriakhi and Osaze (2013) examined the consequences of oil price volatility on the growth of the Nigeria economy within the period 1970 to 2010. With the use of VAR model, the study find that oil price volatility has direct impact on government expenditure, real exchange rate, and real import while real GDP and inflation are indirectly influenced by the oil price volatility. By implication the study shows that changes in oil price determine government expenditure which in turn determines the growth of the Nigerian economy. Mordi and Adebiyi (2010) examined the asymmetric effects of oil price shocks on output and prices in Nigeria using a structural VAR model between 1990 and 2008. The result of their finding shows that the oil price shocks on output and prices is asymmetric in nature with the impact of oil price decrease significantly greater than oil price increase. Similarly, using monthly data, Apere and Ijomah (2013) indicated unidirectional relationship between interest rate, exchange rate and oil price with direction from oil prices. Also, oil price has no significant impact on real GDP. They arrived at this conclusion with the use of EGARCH model, Impulse Response Function and Lag-Augmented VAR for the investigation of the macroeconomic impact of oil price levels and volatility in Nigeria during the period 1970-2009. Bondzie, Bartolomeo and Fosu (2014) examined the impact of oil price fluctuation on the Ghanaian economy. Based on the features of its economy, they employed dynamic stochastic general equilibrium (DSGE) model and their results show a persistent effect of world oil price and monetary policy shocks on economic growth. It further shows that a shock on interest rate leads to a sharp fall in prices. Abdulkareem and Abdulhakeem (2016) provides an analytical insight on modeling macroeconomics and oil price volatility in Nigeria. They employed quarterly data within the multivariate GARCH model. Their result shows that all the macroeconomic variables considered (RGDP, interest rate, exchange rate, oil prices) are volatile and they concluded that oil price is a major source of shocks to macroeconomic variables in Nigeria. In another development, Imobighe (2015) studied the impact of oil price instability on the growth process of the Nigerian economy between 1970 and 1997. He employed simple regression technique and found a positive and significant relation between GDP and oil prices. Nwanna and Eyedayi (2016) examined the impact of crude oil price volatility on economic growth in Nigeria between 1980 and 2014. They employed ordinary least square (OLS) technique and their results show a positive and significant relationship between oil price and economic growth in Nigeria. Aimer (2016) examines the effects of fluctuations of oil price on economic growth in Libya using annual data from 2000 to 2015. Observing the sharp movements in the prices of oil as an important source of economic fluctuation in the world economy, he employed VAR model and johansen coinegration technique to examine the effects of fluctuation on output. He found out that there is no long run relationship between oil prices and economic growth. He further reports that oil price has a positive and statistical significant impact on economic growth in Libya. Mgbame et al. (2015) based on the empirical review found that there is a significant and positive relationship between OPV and Nigeria economic growth. He believes that oil price changes determines government expenditure level, rate of inflation, level of unemployment, which in turn determines the growth of the Nigerian economy. Considering the destabilizing effects of oil price fluctuations on economic activity and government spending in Nigeria, the study makes some recommendations which includes that the country should diversify its export revenue base as a means of minimizing reliance on crude oil and petroleum product thereby diversifying to agriculture, operations of budgetary, fiscal prudence, corporate governance, encourage savings and proper accountability. This will further protect the economy from the impact of OPV on the economy, and thus prevent the effect of the shocks from attaining a statistical significance level. Akinlo and Apanisile (2015) investigated the impact of the volatility of oil price on economic growth in 20 Sub-Saharan African countries from the period of 1986-2012. These countries were divided into Group A and Group B. Group A consists of 10 oil exporting countries, while Group B consists of non-oil exporting countries in sub-Saharan Africa. Panel data were used for the analysis. Panel pooled OLS, panel fixed effect model and generalized method of Moment model were employed in the estimation for both oil exporting and non-oil exporting countries. The estimation of panel A model consisting of the oil exporting countries showed that the OPV has a positive and significance effect on the economic growth of oil exporting countries. The result of panel B consisting of non-oil producing countries showed that the volatility of oil price also has a positive and insignificant impact on economic growth. Benramdane (2017) tried to test the impact of OPV on economic growth in Algeria applying a VAR model using annual data over the period 1970-2012. This study’s results indicated that the negative effects of OPV offset the positive impact of oil boom; therefore, it is argued that OPV drives the “resource curse” paradox in Algeria.
2.4 CHAPTER SUMMARY
In this review the researcher has sampled the opinions and views of several authors and scholars on the concept of currency devaluation, Economic Development, the challenges of devaluation in Nigeria, Oil and the Nigerian Economy, Oil Price Instability and The Nigerian Economy: Import Vs. Export  etc. The works of scholars who conducted empirical studies have been reviewed also. The chapter has made clear the relevant literature


CHAPTER THREE
RESEARCH METHODOLOGY
3.1 INTRODUCTION
In this chapter, we described the research procedure for this study. A research methodology is a research process adopted or employed to systematically and scientifically present the results of a study to the research audience viz. a vis, the study beneficiaries.
3.2	RESEARCH DESIGN
Research designs are perceived to be an overall strategy adopted by the researcher whereby different components of the study are integrated in a logical manner to effectively address a research problem. In this study, the researcher employed the experimental research design. This is due to the nature of the study whereby relationship between variables is to be investigated. The research design adopted for this work is the experimental research design. The reason is that experimental research design combines the theoretical consideration with empirical observation. It enables a researcher therefore to observe the effects of explanatory variables on the dependent variables.
3.3 SOURCES OF DATA AND THEIR FEATURES
Quarterly data covering the period from 1986 -2019 was used. The data was sourced from Central Bank of Nigeria Statistical Bulletin and OPEC database 2020.
3.4 MODEL SPECIFICATION
Model specification is the expression of a relationship into precise mathematical form. According to Koutsoyiannis (1977), economic theory does not indicates the functional form of any relationship. This means that economic theory does not state whether a relationship will be expressed in linear form, quadratic form or in a cubic form.
In order to examine the influence of the reduction in oil price and devaluation of Naira on Nigeria’s economic growth, we specify our functional function as:
GDP  f (OILP, INT, EXR)	(3.1)
Where GDP = gross domestic product, OILP = global oil price, EXR = exchange rate and INT = interest rate. Putting equation 3.1 in econometric form and in order to capture economic growth we log GDP as in the form below: 
InGDPt  0  1OILPt  2INTt  3EXRt  	(3.2)
Where: 
Ɛt - is the error term, 
Ln is logarithmic operator and all other variables are as previously defined.
OILP - Oil Price
INT - Interest rate
EXR - Exchange rate
Further, the work set out to present Generalized Auto-Regressive Conditional Heteroskedasticity GARCH (1,1) model to estimate the influence of the reduction in oil price and devaluation of Naira on Nigeria’s economic growth. To state the GARCH (1, 1) model, we first state the mean equation which is given as:
ln GDPt  = α0 =+ α1OILPt + α2INT + α3EXR + Ɛi	(3.3)
The mean equation in 3.3 above is stated economic growth as a function of explanatory variables and the GARCH model is stated in equation 3.4 below:2
2

 2t    t  1  t 1 ....................(3.4)2

Where α = is the constant term t  1  = the ARCH term which explains fluctuation from the previous period, measured as the residual from the mean equation. t 1  = the GARCH effect as last period’s forecast variance (Bollerslev, 1986 and Taylor, 1986)2

3.5 ECONOMETRICS SOFTWARE
The E-views 9.0 software shall be used in analyzing the data while the Ms-Excel will be used to transport the data.


CHAPTER FOUR
PRESENTATION OF RESULT, ANALYSIS AND INTERPRETATION
4. 1 INTRODUCTION
This chapter presents the analysis of data derived through the key source of data. The analysis and interpretation were derived from the analysis of the study. 
IV. Presentation of Result, Analysis and Interpretation
4.2 Unit Roots Test Result
In this study, the Augmented Dickey Fuller (ADF) unit roots test was employed to test for the time series properties of model variables. The null hypothesis is that the variable under investigation has a unit root against the alternative that it does not. The choice of lag length was based on Schwartz-Bayesian information criteria. The decision rule is to reject the null hypothesis if the ADF statistic value exceeds the critical value at a chosen level of significance (in absolute term). These results are presented in table 4.1 below.
Table 4.1: Unit Roots Test Result
	Variable
	ADF statistics
	ADF statistics

	
	Level
	Critical values
	1st difference
	Critical values
	I(d)
	Lag
lenght

	GDP
	0.145220
	1%-3.480038
5% -2.883239
10% -2.578420
	-12.49089
	1% -3.480038
5% -2.883239
10% -2.578420
	I(d)
	2

	OILP
	-1.065255
	1%- -3.479656
5%  -2.883073
10% - 2.578331
	-13.83191
	1%- -3.479656
5%  -2.883073
10% - 2.578331
	1 (d)
	0

	EXR
	-1.770740
	1%  -3.481217
5% -2.883753
10% -2.578694
	-3.322989
	1% -3.481217
5% -2.883753
10% -2.578694
	1 (d)
	4

	INT
	-2.816552
	1% -3.479656
5% -2.883073
10% -2.578331
	-11.73139
	1%  -3.480038
5% - 2.883239
10% -2.578420
	1 (d)
	0


Source: Authors Analysis (2021)
The results in table 4.1 above show that all the variables are non-stationary in level form since their ADF values are less than the critical values at 1%, 5% and 10%, the null hypothesis of unit root was accepted for all the variables but was rejected at 1st difference. Thus, we conclude that the all the variables under investigation are integrated of order one (I(1)). Since the variables are integrated of order one (I(1)), we therefore apply the Engle-Granger cointegration procedure to test for cointegrtion. The Engle-Granger cointegration procedure requires generating residual from the auxiliary result and test for unit root of the residual. There is cointegration in the model if the residual is stationary at level form but no cointegration if it is not stationary. The unit of the residual is presented in table:
4.3 Results from Co-Integration Test
Given the time series properties of the model variables, we proceed to implement the Engle-Granger co-integration procedure. All the variables have the same order (I ~ (1)) of integration; we estimate their linear combination at their level form without the intercept term and obtain their residual which is then subjected to co integration test as shown in Table 4.2.
Table 4.2: Engle-Granger Co-Integration Tests Result
	
	ADF Statistics
	Lag
	5% Critical value
	1% Critical value

	Resid03
	-2.341495
	1
	-2.883073
	-3.479656


Source: Authors Analysis (2021)
From the table, since the residual (Resid03) ADF statistics of -2.341495 is less than the 5% and 1% critical values of -2.883073 and -3.479656, it means that the residual is not stationary and hence there is no long-run linear relationship or co-integration among the variables. Consequently, we estimate the GARCH (1, 1) model to determine the degree of volatility in oil price and its persistence level. The GARCH (1,1) result is presented in table 4.3 below:


Table 4.3: Summary of GARCH Result
GARCH (1, 1) Model
	
	Dependent Variable OILP

	Variables
	Coefficient
	Std. Error
	t-statistics
	Probability

	Constant
	17.99902***
	0.322033
	55.89706
	0.0000

	RESID(-1)2
	0.484584*
	0.255671
	1.895343
	0.0580

	GAECH(-1)
	0.571565***
	0.162771
	3.511472
	0.0004


***[**] (*) denotes significant of variable at 1% [5%](`10%) significance level respectively.
The GARCH result from table 4.3 above shows that information of the past record of oil prices has positive but marginally significant on the Nigerian economy as the coefficient of the squared of RESID(-1) is positive but the p-value greater than 0.05 but less than 0.1. The coefficient of GARCH in table 4.3 is positive and significant explaining the degree of volatility of oil price. The result equally shows a high persistence level of volatility in oil prices in the country. Since the result shows that oil price is highly volatile, we therefore test for the effect of volatility in oil price (GARCH) on the economic growth in Nigeria. The result is shown in table below:
Table 4.4: Summary of Relationship Oil Price, Oil price Volatility and Economic Growth Result
Mean Equation of GARCH (1, 1)
	
	Dependent Variable OILP

	Variables
	Coefficient
	Std. Error
	t-statistics
	Probability

	Constant
	2.350013***
	0.573834
	4.095283
	0.0001

	GARCH02
	0.000163
	0.000103
	1.587061
	0.1149

	OILP
	0.029370***
	0.010515
	2.793254
	0.0060

	EXR
	0.009995***
	0.004006
	2.495264
	0.0138

	INT
	0.171641***
	0.022921
	7.488323
	0.0000

	
	R-squared = 0.677782
Adj R-Squared = 0.667943
F-Statistics =	68.88912                        F-prob = 0.0000


***[**] denotes significant of variable at 1% [5%] significance level respectively.

4.4 Interpretation Of The Mean Result Of GARCH (1, 1)
From table 4.4 above, the constant value is 2.35, meaning that when the variables (OILP, INT and EXR) are zero, the GDP will 2.35 million and it is statistically significant.
The coefficient of GARCH02 which measures the volatility effect on economic growth is positive but insignificant implying that although positive volatility of oil price may seem to have direct effect on economic growth, it does not have significant effect.
The coefficient of oil price (OILP) is positive and statistically significant implying that oil price change has a positive and significant impact on economic growth in Nigeria. This further suggests specifically that a percentage increase in oil price will enhance economic growth by 0.03 percent.
Exchange rate has positive and significant effect on economic growth suggesting that a one percent depreciation in exchange rate will improve economic growth by 0.01 percent. This is in line with a priori expectation that depreciation enhances growth as it increases export and improves balance of payment of a country.
The coefficient of interest rate has positive and significant effect on economic growth and contradicts the a priori expectation.
The coefficients of multiple determinations and its adjusted are 0.677 and 0.667 respectively, suggesting that about 67.7% of the variations in GDP is explained by the variables included in the model. This further shows a moderate explanatory power of the model. The result of F-statistics is 68.89 which shows that the overall regression is highly significant.
4.4: Test Of Hypothesis
Hypothesis 1
HO: Oil price does not have statistical significant effect on economic growth in Nigeria.
From table 4 above , the probability value for oil price is less than 0.05. Since the p-value is less than 0.05, we reject Ho and conclude that oil price has statistical significant effect on economic growth in Nigeria. Hence, a reduction in oil price, will have a significant effect on the economy.
Hypothesis 2
HO: Fluctuations in oil prices does not have statistical significant effect on economic growth in Nigeria.
From table 4 above, the probability value for fluctuations in oil price (GARCH020 is greater than 0.05. Since the p-value is greater than 0.05, we accept Ho and conclude that fluctuations in oil price has no statistical significant effect on economic growth in Nigeria.
Hypothesis 3
HO:	Currency devaluation (Exchange rate) does not have statistical significant effect on economic growth in Nigeria.
From table 4 above the probability value exchange rate is less than 0.05. Since the p-value is less than 0.05, we reject Ho and conclude that exchange rate has statistical significant effect on economic growth in Nigeria. Hence, the devaluation of a currency has a significant impact on the economy.

CHAPTER FIVE
SUMMARY, CONCLUSIONS AND RECOMMENDATIONS:
5.1 Introduction
This chapter summarizes the findings on the influence of the reduction in oil price and the devaluation of naira on the Nigeria economic growth. The chapter consists of summary of the study, conclusions, and recommendations. 
5.2 Summary of the Study
The study has investigated the influence of the reduction in oil price and the devaluation of naira on the Nigeria economic growth. Furthermore, Due to the nature of the study, the researcher employed Generalized Auto-Regressive Conditional Hetereskedasticity (GARCH) model in the study. The summary of findings is itemized below:
Oil price has positive and significant effect on the economic growth in Nigeria. However, a reduction in oil prices, has a positive effects on economic growth but insignificant.
Exchange rate (Naira devaluation) has positive and significant effect on economic growth in Nigeria.
5.3 Conclusion
The literature is awash with the unceremonious relationship between Nigerian oil resource and her economy. The nation is yet to succeed at breaking the chain of poverty despite her abundant endowment of oil resource. The problem is caused by many factors. However, the focus of this research is identification of the influence of oil price reduction and devaluation of Naira on the growth of the Nigerian economy.
This study finds that oil price reduction do not have significant impact on the economy (in contrary to the findings of some earlier studies) but oil price itself does. While exchange rate (Naira devaluation) has positive and significant effect on economic growth in Nigeria.
5.4 Recommendation
Based on the findings the researcher recommends;
1. Since oil price is positively related to economic growth, government should utilize properly the proceeds received from oil occasioned by oil price increase to basic and improve basic infrastructures like good and motorable roads, quality education and stable power supply.
2. Government should as a matter of urgency create both vertical and horizontal linkages in oil sector to diversify the economy through the proceeds from oil.
3. Government should continue to judiciously invest in infrastructural development to address key bottlenecks in order to reduce the cost of domestic production and increase domestic supply. Policies that will eliminate structural impediments that negatively affect the business climate and production costs should be pursued
4. Nigeria should diversify her economic base, create an enabling environment for export oriented manufacturing to grow and instead of devaluation, trade restriction, ban on some selected imports.
5. Other monetary measures should be introduced to address the country’s balance of payment position. 
6. Monetary authorities should execute the right measures to reduce the temporary increase in prices lest it become permanent. Timing at this point becomes very crucial. More so, the Nigerian government should consider devaluation of currency as the last resort to the economic imbalance.
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