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CONFLICTING ISSUES IN CURRENCY DEVALUATION AND
ECONOMIC DEVELOPMENT IN NIGERIA FROM 1970 TO 2009
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Abstract
I'his work ¢xamines the conflicting issues in
currency devaluation and economic

development in Nigeria, While the aim of

currency devaluation is to adjust currency
value in order to improve the economy, the
situation i§ rather the reverse in Nigeria. The

currency is devalued but variables of

cconomic development are  deteriorating.
Based on this. the work sought to establish
relationships among the balance of payments
(ROP) position, forcign reserve position (FrP)
and exchange rate, export and import
volumes. A modified macro simulation model
is applied and the multiple regression model
used in analysing the data collected. Inverse
relationships between BOP and imports as
well as FrP and exchange rales are
established. The conclusion is that unless the
abjective of devaluation policies are fully
aligned with the objectives of economic
development, the situation will not improve.
On the bases of this, recommendations are
that more aggressive steps such as export
incentive skill, infrastructure improvement
and domestic products quality upgrading be
adopted 1o encourage export of goods and
services and discourage imports of those
products available within the domestic
markets.

1.0 Introduction
Nations transact business, establish and
maintain economic, diplomatic and social

relationships among themselves froni Lime 1o
time. Such transactions and other
relationships that exist usually results in the
flow of goods and services on one hand and
payments for those products on the other
hand. In addition to these. the flow ol carnings
accruing to the nationals of the different
countries also exist. These transactions and
their Mows are usually recorded in the balance
of payment.

The balance of payments as stated here
indicates the financial position of a country
for a given period of time usually one yeur.
That is whether it is favourahle or
unfavourable. But it should be noted here that
countries of the world ncluding Nigena
always seek to maintain favourable or
cquilibrium balance of payments at all times.
This is one of the cardinal macroeconomic
objectives of the governments of different
countries of the world.

However, it should be pointed out that in most
cases, most countries find it very difficult to
achieve the above ohjectives. In order Lo
achieve these objectives, it becomes
impe ratives for some adjustments to be made
in balance of payments (BOP). In this
exercise, many adjustment strategies exist.
One of such strategies 1s currency
devaluation. Currency devaluation refers o a
reduction in the value of a national currency as
compared to other national currencies. Some
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of the maujor objectives ol currency
devaluation is 1o correct balance of payment
deficht and open up the eeonomy for increased
ecanomic transactions with foreign trading
partners. us the value of the domestic currency
s reduced. The use ol currency devaluation in
adjusting  the balance of payment deficit
position is characterized with some conflicts,
For instance. sinee it is alwayvs an
mterventionist option. it fails in most cases to
align with the varous seclorial policies or
even (he overall policy focus of the
povernment. Example, in a situation where
governments adopt tight or liberal monetary
and fiscal poheies, curreney devaluation hos
diflerent implications on such policies. These
muay fead 1o adverse economic perfonmance
and  development, This work s therefore
designed 1o assess the contlicting 1ssues
mvolved in currency devaluation as it alleets
economic development in Nigeria.

However, i opeming up such economy for
more transactions with foreign countries, the
domestic policies such as the fiscal and
monetary policies. industrial palicies as well
as policies on infrastructural development
need to be fully streamlined for the objectives
ol the devaluation exercise to be achieved . Itis
imperative to note that in Nigeria, from the
various devaluation experiences such as those
of the 1970s and others, the naira devaluation
exercise or policy was in conflict with those
highlighted above.

When currencies are devaluated. the aim is (o
reduce the prices of products in the domestic
economy Lo attract foreign trading partners to
buy their products. When these goods are
sold. the stock of mventory reduces and the
capacityv to produce increases, These further
fead to increase in emplovment levels. The
sifuation i Nigeria is the reverse because
even with the present devaluation of the naira.
the balance of payments (BOP) position still
rms into deficits. We don't even have enough
to export. capacity utilization rate is highly
fluctuating. reserve position is  highly
depleting and the rate of growth continued to
Nuetuate. 115 on the bases of this problem that

thts work 1s designed to estabhish  (he
relationship between currency  devaluntiong
varighles and the variables of ¢conomie
development, The exchange rate. export
volume and import volume are thie measures
of currency devaluation while the balance ol
pavment position (BOP) and the loreion
reserve position (Fp) are measures of
economic development.

2.0 Coneceptualand Theoretical Review
This section review literature relevant to the
study, The major issues addressed are the
concept. nature and objectives of currency
devaluation. curreney  devaluation and
economic development and the nature and
thearies of economic development,

2.1 Concept, Nature and Objectives of
Currency Devaluation

In international monctary  and  Ninanciol
operations, the exchange rales phis
predominant role in the import and export of
goods and services between and amone
nations. Various factors including changes in
lastes, relative incomes. prices, real interesis
and speculations determine the exchange rue
variations visa viz balance of paymenis
position. When a country fuces bulance of
payments deficit. s reserve  position 15
depleted. This imphiesthat such a country has
a balance of payvments disequilibrium
requiring some adjustments. One ol the
adjustment strategies to stabilize the system
and brimg the balance of payments (o
equilibrium 15 through currenes
devaluation.

A currency is sad o be devalued when fixed
exchange rates are adjusted downward 1o
raise the amount at which a domestic eurrency
is exchanged for a foreign counterpart
currency. Since 1973, the flexible exchangye
rate system used between most countries.
allowed supplies and demands for currencics
i international market 1o set exchange mle.
Howewver, before then, treaties established
most exchange rates hut these agreements
rarely survived. II they are in conflict with
powerful market forces (Byrns and Stones,
1992:835). When fixed exchange rates are




adjusted, a currency that appreciate s
evalped and the depreciating currency 18
devalued. As noted implicitly above, in an
carlier era. many currencies were based on
gold standard by which a government
guarmntesd (o exchanged o fixed amount of
currency for a lixed amount of gold. The gold
standard therefore automatically yield fixed
international exchange rate. Even today, when
some exchange rates are fixed. they must be
occasionally adjusted. Some cited cases are
drawn trom the French economy that sulTered
from high inflation and capital flight in 1983
in which the French Frane was devalued
relative o the German Deutch mark, the
British pound sterling and other European
COMMUNILY CUrrencies.

Whaulever circumstances that may compel
curreney devaluation, it is important at this
point to ohserve that two forms of devaluation
are common. These are the speculation and
negotinted devaluation. Speculative
devaluation arises when the reliability of the
market forces are in doubl and future foreign
positions uncertain. Another condition in
which speculative devaluation may occur is
when the existing/treaties are no  longer
adhered o and a near laissez laire approaches
prevailed. On the other hand. a negotiated
devaluation lakes places as a resull of long
term halance of payments (BOP) imbalances.
in which the affected country through
parliamentary processes and countrywide or
sectortal consultations decide to depreciate or
devalue her currency. In any form currency
devaluation may take, its major focus is on the
adjustments to stabiliee the economy and
correct the balance of payments imbalances.
thereby promoting ceonomic development
and growth. (Kalyoneu. H. Artan, 8, Tezckel,
S and Ozturk. [han, 2008:1450-2887).

2.2 Currency Devaluation and
Economic Development in Nigeria

Although research data and information on
currency devaluation and cconomic
development in Nigeria are scanty. (o the best
of my knowledpe there are some evidences of
strong correlation belween currency
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devaluation and economie development. [or
instance.  president Nixxon of the Unired
States o America achieved a substantial level
of economic development jn that country 1n
the early seventies through currency
devaluation. Similar reports have been made
on the economy ol Japan and other European
pations (Byms and Stones. 1992:851-853).
Curreney devaluation relaxes the exchange
rates between two or more trading nations and
open up markets for export of goods und
services, The openings created through
devaluation ¢reates foreign exchange
carnings which build up the reserve positions
of the aftected country. thereby improving iis
balance of payment position.

As improvements are recorded in the BOP
positions. more products are produced, prices
arc stabilized. eapacity utilizition rates
stepped up and more employment
apportunities created. These vanables are the
measures of cconomic  development and
growth. Although conceptual details of
cconomic development are discussed in the
seetion that follows, 1t 1s amportant 1o
highlight here that economie developmient
focuses on positive changes and
improvements in the living standards. health
care delivery, literacy rate as well as
sustainability in the rate of growth m these
indices.

2.3 Nature and Theories of Feonomice
Development
For the poor countries o develop, they must
go through a process of mechanization of
agriculture, urbanization and
industrialization. This means that there must
he improvement in modern machine building
electronics, transportation facilities.
existence of sophisticated business seryices
such as f[inance, insurance, graphics and
others. In other words the standard of living
must shift fram the traditional ways of doing
(hings to more sophisticated ways which will
lend to improvement in the standard of living.
In this way, economies mature as they grow
and there is improvement in the quality of
lifestyle, goods available and how production

-

Nigeriion Avawdenn of Menpgemen Feviirsinf 30



Nigerian Acaidern (f Munagerent Journal 31

o titier fxsmiy o Cupves) Devidation s Ecpmmmic Sevefoprens in Nigeria feom P97 e JH09

is organized among others.

Cinthe bases of the aforementioned. cconomic
development refers o the study of how
economics develop. why some fatled and
what policies or strategies would be most
suceesstul in encouraging development and
economic growth (Henderson and Poole.
1991:1193-1198), There are different locuses
on the study of economic development. The
focus could be on the command of megme (i.¢
GDP/per capita incomg) or on accumulution
of physical ond human capital (including
human knowledge and heavy industry base).
Ihese measures however are not completely
accurate in reflecting  differences in the
standard of living. The inaccuracy involves
exchinge rates because most goods within
countries (such as perishable. housing.
furniture. beverages elc) are not traded with
other countries and so differences in their
prices do not directly affect exchange rates.
Apart from that income is highly unequally
divided across nations than within a given
cconomy. The gap between the rich and the
poornations is widening and some narrowing,

Resides the material standard of living, the
quality of life on measures such as education.
health, literncy rale and access o basic
services need be considered. Although, there
is rising awareness on education. some
countrics still have a long way o go. For
instance in Nigeria, it 1s only of recent that
preference had just been given to girl child
education, even with that participation by
females in schools is relatively low. However
in the few years to come. literacy rate among
females would rise due to the universal basic
education system. Health care services are
also paining popularity, thereby reducing
infant/maternal mortality rate but the gap
between the rich economies and the poor ones
15 still enormous especially when it comes to
sophistication and saving time. The gap so
created is caused by the lact that some
countries have experienced tapid increases in
their standards of living while others have
remained largely agricultural, mamntaining
traditional manufacturing approaches. Some
wirk foree are completely illiterate and unable

to use sophisiicated machines, in some
countries the institutional framework s
completely unorganized without conducive
environment for growth Infrastructural
[acilities in some countries are poor comparcd
to others. There 15 population up rise due 1o
high hirth rates, among others.

I_.:‘

0 Research Methodology

3.1 Research design

The main focus of this seetion is on reseirch
methodology which comprises the. maodel
specification and techniques of data analysis,
amony others, A research design is a masier
plan specifying the methods und procedurcs
for collecting and analyzing needed
information. [t is a framework of the research
plan of action (Zikmund., 1994:43). In this
research, the descriptive and analytical
rescarch methods are adopted. The
descriptive methad of analysis transforms riw
data into a form that makes them easy (o
understand. analyse and interpret. ltmoves on
to assess the statistical significance of various
independent variables about a single
dependent variable. The analytical research
method involves data processing (using
analvtical tools) with little or no alteration.

32 Research Hypotheses

From the objectives above, the following

research hypotheses were developed:

(1) Ho: There is no significant

relationship between the balance of
payments position, exchange rale,
exportand import volumes,
Hi: There is a significant relationship
between the balance of payments
position, exchange rate, export and
import volumes.

(2) Ho: There is no significant

relationship between the foreien
reserve position. exchange rate,
exportand import volumes,
Hi: There is a significant relationship
between the foreign reserve position,
exchange rate, export and imporl
volume.
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i Model specification
Hused on the research hypotheses above, the
[allowing muodels are specilied:
(1) BOP -a +b Exr+ b ExpV +blmpV+e
(ulrp=a, b Exe+ bExpV+blmpV +e
Where:
1501 = Balance of pay ments position
It = Farelgn Reserve Position
I vr= Exchange rates
bxpV=Exportvolumes
LinpV = Import Volumes

b, by = represston coeflicients
i = regression constant
34 Technigues of diata analysis

The method of analvsis used in this study 15
the mulaple regression model. In analyzimg
the hyvpotheses. the muliiple regression
models were used. The multiple regression
analysis is an analysis of association that
simultaneously investigates the effect of two
or more independent variables on the single,
interval scaled or ratio-scaled  dependent
varable (Zikmun, 1994:375) In this study
vardlions 0 the dependent varable are
attributed 1o changes in each of the

4.1 Data presentation

Tahle

independent vanables as specified in the
muodels.

Furthermore. for tests of hypothesis. the F-
ratio was used 1o evaluate the statistical
reliahility of the result estimated.
involves comparing the caleulated F value
() with the table value (F ) at a stated level of
significance, I F, > F,_. thatis, the caleulated F

s

value is greater than the table value of F value.
then the value of R’ adequately reflects the
variations in the dependent varable and this
shivws the predietive power ol the model.
When Fe > Fr. the overall significance of the
regression is hampered in this case. it implics
that the model is weak.

4.0 Empirical review

This section ol the work is designed to anulyse
the data collected. The data are those of the
halanée of payments positions, foreign
reserve position. exchange rate, export
vilume and import volume. These dati are
presented intable 1 and 2 below:

Relationship between Balance of payments position (BOP), Exchange rate (Exr), Export
Volume (ExpV) and Import (ImpV) in Nigeria, 1970 and 2009.

Years Bap (Nmil) Exr (N/USS) ExpV (Nmil) | Imp V (Nmil)
970 ] 66| oe | 885.7( 7564 |
1971 1174 (.60 12954 1.078.9
| 1972 - G 14342 9901 |
1973 ! 1972 0.66 2378 | 1.224.8
v 3022 (.62 57948 1,737.3
1975 | 1575 (.63 19355 3325
1976 -339.0 0.63 6.751.1 5.148.5
e 5370 (.65 7.630.7 7.003.7
B 1.293.6 0.63 ol6da | 82117
1979 1869 | 0.56 10.830.8 74725 |
1980 2.402.2 054 | 14.186.7 9.093.0
1981 3.0208 06l 11,0233 | 12,8396
1982 C L3983 067 8.206.4 10,770.5
| 1983 3013 07 7.502.5 89037
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a8 3540 (L8] GO88.0 7.178.3
1985 TN 1.00 117208 7.062.6
1980 S607.7 332 80206 39836
1987 - -1R2648 119 30,3606 17.861.7
1958 -20,795.0 538 311918 21.445.7
RELE 228935 76S 570712 30,860.2
1990 B 57619 | 900 109.886.1 45,7179
1991 | -15.7966 .75 1215354 RY.488.2
1992 I (R 19.67 205.611.7 143.151.2
wer 1 420604 22.05 218.770.1 165.629.4
L1994 42.623.3 2189 206.059.2 162.78%.8
1995 -195.316.3 2188 950.661.4 | 735,127,
1996 53.152.0 31,89 13095454 362.620.6
1997 10763 | 2189 1.241.662.7 845.716.0
1998 -220.675.1 2189 751.856.7 837.418.7
1999 -326.6634 .3 52,69 I.188.969.8 B62.515.7 |
o0 [ 3141392 10211 1.945.723 3 98,502 4
2(x01 24.738.7 111,84 1.867.953.0 1358, 180.3
2002 -563.483.9 120.87 17441777 1.512.695.3 |
2001 1622984 [ 12936 3.087.8664 | 2.080.2353
20004 11241572 13350 46027815 | 1.987.0453
3005 1 ATASITA [ 15205 63720524 | 28008563
206 -2, A06,340.6 128.63 57507477 [ 34121766
| 2007 2.379,064.7 125 88 8.120.147.9 | 4.381.950.0°
2008 -3.482.276.4 118.86 9.774.510.9 59214497 |
2009 -5.951.669. 18 145,73 BR324138 ]  5.022.1626

Source: CBN Statistical Bulletin (for various }'éﬁrﬁ}. NBS. World Economie vutlook

Tulble 2

Relationship between Foreign reserve Position, Exchange rate (Exr),
Export Yolume (ExpV) and Import (ImpV) in Nigeria, 1970 an

o 2009,

Years Fri* idNmil) Ear (N/LISS) ExpV (Nmil) Linp ¥ (Msmil)
1970 13658 (161 BBST ] 7564

1971 28] .38 066 1,203 4 1LO7R.9 |
1972 243.58 0.60 .434.2 290. 1

1973 37798 Q.06 12784 1,2248
19 345230 0.62 57948 17373
TS 358370 | 0.63 39355 37215
1974 3.2R6.30 (163 6,751.1 51485
1977 3.814.50 063 7.630.7 70937
1978 1. 298,90 (.63 006 4 %2117

|97 3,054 80 (.5t 108368 | 74725
L9810} 546200 0,54 14,186.7 9,005 6

1981 Jadien| 06l 110233 | 12.839.6
[a82 1,043.30 0,67 8.2006.4 17705
s 2340 0Tl 7.502.5 $.901.7
1984 I 710.10 081 GURE. 0 7.178.3
19%5 L.637.90 1,00 11,7208 7.062.6

1980 2830660 3.32 ~ B9206 5.983.0
1987 7.5(M.59 418 30,3606 17.8461.7 |
1988 s3aean| 338 31,1028 | I 4457
[y O niMTe? | 765 §7.971.2 30.860.2
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10 154145 oL L00.B% | d37ITH
el 4.140.30 075 1215154 RUIRED
s _1SSd61 | 1967 | 0 2056117 143.151.2
1993 142059 | 2205 2URTT0I 165.629.4
19494 G006 1 | R 2060503 1A 7HKR
1945 16l 11 2189 9506604 | 7551270
1996 340791 iF] ] 1,309,543 .4 | Ah2.626:6
1997 7i3a2.23 2189 LA41.6627 | ®45,T16.6
1948 710730 3788 751.856.7 RITAIRT
1999 542460 0269 LIRRO6UR | X62.515.7
204K 938pI0 ] 10201 1945, 723 3 IEIIT.4
2UHH 10267401 Jr1ea ] 18679539 133N IR0

20603 7,6R1.10 120,97 [ LAY 1S13605a
200 746778 | 12636 FORTEOOA | ‘*'umg 23153
20iM 16,955 02 133.50 LOUZ781 5 TOBT045.3
2005 | ZR2706 | 132,15 0.372.0524 | IS00.H563
e | 4370801 1'13 65 5.752.747.7 AA412176.6
2007 SI33315 | 135k8 B120,1479 [ A3E1L930.0
2008 5300036 11886 WITASI0G | 3214497
200 4238248 | 145.75 B.8124136 | 50231626

Sunroc: BN Siatitical Bulletin { for varios vears), NES. Warld Feamomie aullinok

42 Diata analysis

The characteristics movement of data relating
to the balance of payments position, exchange
rale, export and import volumes are presented
in table 1 above. I'rom the table, we observed
that the balance of paymenis posilion
increased from N 46.6 million nairain 1970 10
N2402.2 million in 1980 and dropped a huge
to deficit o N-22,993 .5 million naira in 1989,
since then the balance of payments have been
in deficits with insignificant surpluses of
N53.152 millien and N1.076.3 million
recorded m 1996 and 1997 respectively.
From 1998, the balance of payments further
shded and remamed in deficit throughout
2008 with a value of N-5.951.669.18 million.
Within this period, the exchange rate had
depreciated from NO61 in 1970 to N145 in
2009, The trend shows that as exchange rate
depreciates, the balance of payments position
runs into deficits. The volume of exports rnise
with increase in the exchange rate while
import volumes were highly fluctuating,
reducing asexchange rate rose.

Tahle 2 presents the relationship between the
foreign reserve  position, exchange rate.
export and import volumes. The foreign
reserve  position 18 highly fluetuating
mereasing at reducing rates from N156.58
million in 1970 10 N3,462 million in 1980 and
down to N224.40 million in 1983 and the rose
o N9.009. 11 million in 1994 and so on till
2009 when it stood at N42. 38248 million.
These fluctuations are caused by incessant
rise and fall in exchange rates as depicted in

the table from NO.61 in 1970 to NO.54% in the
vear 1980, N9.00 in the year 1990, N102 in
year 2000 and N 145,75 in year 2009, ‘mtnmn
of exports had risen from N883.7 million in
the year 1970 to N109.886.1 million in the
year 1990 and further rose to N8324158
million in year 2009 while imports increased
al reducing rates from N756.9 million in the
vear 1970 to N30,860.2 million in 1989 and
N3.022,162.6 million in year 2009,

4.3 Relationship Analysis

In analysing the relationship that exist
between the balance of payments position,
exchange rate, volume of exports and imports,
the null hypothesis relating 1o this 15 stated
thus:

“There is no signilicant relationship between
the balance of payments position, exchange
rate volumes of exports and imports”,

The regression equation was given as:
BOP, =a, +b Exr+bExpV+h ImpV+e

The regression resultis stated as follows:

BOP, = N100,152.936 + N3,095.58 Exr + N 32E«pV
N9 ImpV +e

Pvalues=(.793) (1.382) (.620)  (-2.695)

AdiR® = 71.7%, R = 73.9%, R=86.0%

The regression result shows that within the
period under review, the balance of paymoents
position stood at an average of N100,152 936
million. Considering the independent
variables. a one naira rise in exchange rate
increases the balance of payments position by
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13,003 38 million while a one naira increase
in exports increases the balance of payments
pasition by N 132 million. On the other hand. a
ane nairg increase in imports redoces the
balance of payments position by N-0.999
million. In testing lor the statistical
sienificance of the model, the calculated F
vitlue (F) was 33967 compared to the
critical value of £ (F ol 1.69. So for F_, larger
tan F,,. the null hypothesis which states that
thére 15 no significant relationship between
the balance of payments position, exchange
rates, export and import volumes is rejected
and 118 aliemative accepted. In other words, a
sighilicant relationship exist among  the
dlorementioned variahles.

R recorded a value of 74% meaning that the
model showed a goodness of it In other
words, approximately 74% ovariations in the
balance of payments are explained by the
independent variables. The remaining 26% of
varations are causcd by other variables nol
included i the model.

In considering the relationship between
foreign reserve position. exchange rate,
export volume and import volume, the null
hy pathesis states that:

There 15 no significant relationship between
the foreign reserve position, exchange rates,
export volume and important volume.

The regression equation was gIvenas:
FrP=2a_+ b Exr +b. ExpV+bImpV +e

The repression result is stated as follows:
Frp= N 2L170.881 N 24.263 Exr+ N.O04
ExpV+ N OD2ImpV +e

AdiR =920, R*=92,7%, R=96.3%

The regression result shows that between the
wear 1970 and 2009, foreign reserve position
stood at an average of N2,170.881 milhon. In
this case. a one narin rise in the rate of
exchange reduced the foreign reserve position
by N-24.263 while a one naira increase in
export volume increases the foreign reserve
pusition by only N.O04 million. A one naira
merease 1 import volume increases the
foreign reserve position by N.00O2Z million.
Using F-statistic, ¥, of 151485 was |arger
then F, of 1.69 meaning that the null
hypothesis is rejected and the altiemative

hypothesis a::c-:':plml. The model shows a good
it as R° recorded approximately 93%
meaning that 93% ol variations in loreign
reserve position are caused by the
independent variables while the remaining
27% of variations are caused by variables not
included in the model. [n other words.
signilicant relationships exist among the
variahles.

44 Discussion

According to Edobor (2003:2) there are three
hasic functions of u currency. these functions
include medium of exchange, standard of
value (accounting umits) and a store of value
In view of these three functions, the enline
pace of economic activities and development
in any given economy depends o a large
extent on the value of the currency and the
various strategies upon which the currency
values are adjusted, as well as the goals ol the
curreney adjustment,

As poted in this work. the major strategy of
currency value adjustment is through
devaluation. Various objectives prevail at any
point in time for currency devaluation, for
instance in the 1999, when the pressure on the
naira increased in tandem with increase
demand for foreign exchange, the currency
had 1o be devalued in March from N86.00 10
NO0O.00 to the dollar. This was to make up for
the shortfall in government revenue as a resull
of the declining oil prices (Obadima, 1999:2-
). Similarly in the year 2009, the governmen!
of Nigeria through the central bank, devalucd
the naira in response Lo the economic pressure
caused by the global cconpmic recession and
crash of the naira.

This was a deliberate government policy 10
generate more naira for the government (o
make up for the shortfall still from dwindling
oil revenue.

In view of Ubom (2010:8) the aim of the
government in devaluing the currency to raise
more naita is to finance budget deficits and lo
stabilize exchange rates in the economy wilh
the hope of inereasing economic productivity.
accumulating  foreign exchange eamings
capable of improving reserve and halance of
payments position,




As highlighted in this work. reserve positions
and halance of payments positions are the key
measures ol economic development. The
prisary focus of this work has been on the
estahlishment of the relationship that exist
between the variables of currency devaluation
and those of economic development from
1970w 2009 From the findings. 11 was
established thiat from 1970 10 20049 the balance
of payments position was highly fluctuating,
recarding frequent deficits more than
surpluses, just asg the rate of exchange
fluctuated. Fyven when exports rose. it was
insutiicient to beel up the domestic economy.
meaning that the level of production was low
and goods and services not enough for sales
and sustenance of the cconomy. Within the

farty years of study, twenty four years of

deficit and sixteen vears of insignificant
surpluses had been observed. Again, positive

relationships exist between the balance of

payments, exchange rate and export volumes
medning that as exchange rates und export
volumes increased, the balance of payments
position increased and vice versa. However,
as impart increased, the balance ol payment
position decreased (reflected by deficits BOP)
showing an inverse relationship. The
ecconomy is highly import dependent,
preferring foreign goods Lo their domestic
counterparts.,

I'he situation is not gquite different from the
above when comparing the relationship
between foreign reserve position and the
independent variables. An inversc
relationship exist hetween foreign reserve
position and exchange rate, meaning thal as
exchange rate increases, the reserve position

keeps on depleting meaning that inflows of

foreign exchange is slow: At times, part of the
reserve s used to finance international
obligations. however positive relationship is
seen 1o exist between foreign reserve position
and expaort.

5.0 Conclusion And Recommendations
5.1 Conclusion

The focus of this wark had been on examining
the conflicting issues in currency devaluation
and economic development in Nigeria from
1970 1o 2009. Specifically, the work songht 1o

estublish relationships among the balanee ol

payments position, foreign reserve position

CirefTiering T in €uerepey evaheation ard Evanenyc Bavelapaent i 8
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and exchange rate, volumes of exports und
imports. Theoretical review was made and the
research methodology presented. The tools ol
analysis used was the mulliple regression
model. Based on the analysis. it was shown
that positive relationships exist between
balance of pavments. exchange rate. exporl
volume and between foreign reserve posilion
and export volume. However, inverse
relationships exist between the balance of
payments position. and import volumes nd
between the foreign reserve position and
éxchange rates.

The weneral opinion is that currency
devaluation is a ol for improving an
cconomy. By devaluing the currency, exports
would be encouraged therchy bringing o
more foreign earnings. However. this 1s nol
the case in Nigeria. while the currency 15
highly devalued, the measures of economic
development are highlight Nuctuating and
some depreciating  drastically. Thus.
objectives of devaluation policies should be
made to match the ohjectives of economic
development.

32 Recommendations

Based on the forgone analvsis, the following

recommendations are made:

e CGovernment should adopt more
aporessive steps such as provision of
export incentives. improvement of
infrastructural facilities to encourage the
exportation of goods and services and
diseourage import ol products available
in the domestic markets.

o The market forces should be wllowed o
determine the exchange mile, so that
inflows of faoreign earnings could be
stabilized.

® The domestic market should be
improved through the usc of
sophisticated machines, increased
productivity to increase exports that
would generate more foreignearnings.

® Nigerians should be sensitized through
seminars and workshops on the need to
patronize locally made products,

gl frovin 18T e 200
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Regression Result for the relationship between Bop, Exr, Expy and ImpV

_Variables Entered/Removed

Variables Variables
Model Entered Removed Methid
1 Imp¥, Exr, Exp¥* Enter

& Al requested vanable entered.

Model sumimiacy W
Std. Error of the ‘1
Model |R R square Adjusted R square | Estimate
1 J 860" 739 ik £.4]1 546ES J
a Predictors: (Constant), ImpV, Exr, ExpV
ANOVA® _ .
' | Sum of "Means squan:
Mode] Squures df F Sig.
1 Regression 4194E13 |3 1.398E13 13067 | .000° '
Residual 1.482E13 | 36 411611 J
Total 5.676E1% |39 |

a, Predictors: (Constant), lmpV, Exr, Exp¥

b. Dependent variable: Bop




st By b Correney Devaliasien amd Econenie Developpat i Afgeeta from SRR 2N

Cotficients”

S ——— ——

coelficients
Usistandindived Cocllicien

Ml 1 Sid. Ereot Hieta L Sig

1. {Constant) [ODIS2.936 | | 26306078 | 793 433
Fxr 3095377 3239.870 N 1382 | 475
Lxpw J32 212 2280 620 2539
lmpV 999 371 1257 2695 | 011

T4 Dependent varisble: Top

APPENDIX B
Regression Result for the relationship between FrP, Exr. Expy and lmpV

Variables Entered/Removeds

Variables Wartubles
Madel Entered Removed Methed
1 ImpV, Exr, ExpV" | Enter
a A[{.}Equcslcd variable cntered. .
Model summary
Adjusted R square | Std. Errar of
Model R | R square | the Estimate
1 63" 927 520 3935.66521

a. Prediclors: (Constant), ImpV, Exr, ExpV

ANOVA " ]
Sum af Means 1
Maodel Squares df sguare I Sig.
1 Regression T.038E9 3 2.346E9 151.465 | 000" '
Residual 5.576E8 36 1.549E7 J
Total 7.396E9 39 B

a Predictors: (Constant), ImpV, Exr. ExpV
b. Dependent variable: FrP

Ceeflicients”
| Standardized
coellicients
| Unstandardized Coefficient

Model  |B__ |SdBmor  |Betw |t |Sig
1. (Constant) 2170.881 T73.213 2800 J08
Exr -2 263 13,741 -, 11K -1.7684 RIETH
Expv 04 KA 791 3.188 HE3
ImpV 002 A0 244 1.0 F3

4. Dependent variable: I'rP
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