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COVID-19 lessons from
Nigeria

The pandemic has had severe impacts on Nigeria. Mma
Amara Ekeruche and Adedeji Adeniran examine the
macroeconomic policies adopted and what can be learnt by
other developing economies
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Executive summary
The COVID-19 pandemic has had severe impacts on Nigeria’s macroeconomy and the livelihoods of households. The
economy suffered from a recession in the third quarter of 2020, however, key sectors including telecommunications
and information services (15.9%), financial institutions (13.34%), and quarrying and other minerals (21.16%)
continued to experience significant growth, which led to a recovery.
The Nigerian government has responded notably to address the pandemic’s impact on the economy. So far, $1.4
billion in additional spending has been executed, which is estimated at 0.3% of GDP. This paper examines the
macroeconomic landscape and policy interventions in Nigeria with the objective of developing lessons not only for
Nigeria but for other developing economies.
Introduction
The COVID-19 pandemic has had severe impacts on the macroeconomy and the livelihoods of households globally.
The restrictions to movement alongside the associated uncertainty stimulated a sudden decline in the demand for
commodities and disrupted production, leading to the underutilisation of capital and labour.
More specifically, as governments sought to curb the spread of the virus by implementing workplace and school
closures, and encouraging social- distancing practices, these policies led to a significant impact on all economies.
A recent study on the impact of COVID-19 on gross domestic product (GDP) and trade finds that the pandemic
caused a 2% decline in global GDP, a 2.5% decline in the GDP for developing countries, and a 1.8% for industrialised
countries1.

For Nigeria, which saw its first case in February 2020, the economic contraction was severe and sustained leading
to a recession in the third quarter of 2020. The economic contraction is the result of the adoption of lockdown
measures – which had an impact on nearly all sectors of the economy – along with the pandemic’s impact on
partner economies engaged in international trade and those providing foreign investment.
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Meanwhile, the income of the majority of citizens has been affected, because a large share of informal workers has
no recourse to unemployment insurance or paid leave of absence.

The independence of a central bank in low-income
and lower-middle income countries with similar
conditions to Nigeria is key to macroeconomic
stability

Consequently, the Nigerian government has increased its spending plans – delivering an additional $1.4 billion,
estimated to be 0.3% of GDP, through cash transfers, tax rebates, loans and loan guarantees, among other mediums
– to counteract the effect of the pandemic on domestic and business income and spending.
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Furthermore, the Central Bank of Nigeria (CBN) has adopted a more accommodating monetary policy stance and
injected liquidity into the banking system to increase available credit to the private sector.
A fiscal year has elapsed since the pandemic started and the policies were put in place, and macroeconomic policy
responses have begun to gain traction.
This research and policy insight examines the macroeconomic landscape and policy interventions in Nigeria in
order to develop lessons to guide economic policymakers in developing countries to create sustained economic
recovery.
Section 2 of the policy insight provides an overview of Nigeria’s macroeconomic landscape and policy
interventions, while section 3 details the impact of the pandemic on key development indicators and assesses the
efficacy of government support. Section 4 discusses lessons for Nigeria as well as low-income and lower-middleincome countries, and section 5 provides concluding remarks.
Overview of the macroeconomic landscape and policy interventions
This section provides an overview of Nigeria’s macroeconomic conditions since the pandemic began. It examines
resilient sectors and growth challenges, volatility in the foreign exchange market and trends in inflation.
Furthermore, policy interventions, including fiscal and monetary responses, are discussed.
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How has the pandemic impacted Nigeria’s macroeconomy?
Nigeria’s economy has been weakened as a result of domestic and global developments since the emergence of the
pandemic. The detection of the first case in the country February 2020 necessitated stringent lockdown measures
from the end of 30 March 2020.
However, authorities mandated a gradual reduction in restrictions beginning in early May (phase 1), early June
(phase 2) and early September 2020 (phase 3)2. These restrictions – as well as the impact of the pandemic on
Nigeria’s major trading partners, including China and Europe – have led to a severe economic contraction through a
decline in demand, disruptions to production and increased uncertainty.
Figure 1 shows the steep decline in growth rates from the second quarter of 2020 when the economy contracted to
-6.1%. The contraction continued in the third quarter (-3.6%) with the economy falling into a recession and exiting
the recession in the fourth quarter (0.11%).
While the pandemic has had an impact on both the oil and non-oil sectors, the latter has driven the recovery. This
is associated with the relatively low contribution (only 10% in 2019) of the oil sector to GDP3. Consequently, the
agriculture and services sectors have been the major growth drivers (see Figure 2). Data from the National Bureau
of Statistics shows the key sectors that recorded growth during 2020 included telecommunications and information
services (15.9%), financial institutions (13.34%) and quarrying and other minerals (21.16%)4.
The persistent growth in these sectors is underpinned by the consistent demand for agriculture commodities, as
well as mobile, internet and financial services, even during lockdown. Moreover, these sectors have weak links to
global supply chains and, as such, were relatively unaffected by production disruptions.

Figure 1. Real GDP, oil and non-oil growth rates (%); 2019 Q4-2020 Q4
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Figure 2. Agriculture, manufacturing and services sectors growth rates (%); 2019 Q4-2020 Q4
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Furthermore, the pandemic’s impact on the oil price led to volatilities in the foreign exchange market and
reductions in the fiscal space. Presently, the oil sector accounts for 80% of export earnings and 50% of consolidated
government revenue5. The decline in oil revenue also occurred alongside reductions in tax revenue – owing to the
economic contraction – which has led to an estimated $10 billion decline in consolidated government revenue in
20206.
The most recent estimates show that government revenue declined from 8% to 5% of GDP between 2019 and
20207. Meanwhile, reduced contributions from oil in export earnings necessitated the CBN’s devaluation of the local
currency (naira/NAN) on two occasions when the official exchange rate was adjusted from NAN 307/$1 to NAN
361/$1 in March 2020 and subsequently to NAN 379/$1 in June 20208.
Similarly, the naira depreciated from NAN 360/$1 to NAN 387/$1 at the investors’ and exporters’ window, which
offers a more market-determined rate compared to the official window, which the CBN manages mainly by drawing
on foreign reserves. The aim of the investors’ and exporters’ window is to offer a competitive rate closely aligned
with the market rate.
As a result, reserves have declined by 10% since the pandemic began – from $38.5 billion in January 2020 to $34.7
billion in May 20219. Historically, the naira has alternated between a fixed and floating exchange rate regime, with
the CBN typically floating the exchange rate, while the parallel market premium widens.
As such, the devaluation occurred despite the CBN’s intervention in the foreign exchange market and the sale of
foreign exchange to currency exchange platforms.

As Nigeria is an import-dependent economy – importing about $100 billion worth of goods and services in 201910
– the devaluation of the naira has contributed to a persistent rise in commodity prices. In a single year, between
February 2020 and 2021, inflation increased from 11.5% to 14% (see Figure 4).
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The major driver of inflation is the rise in food prices, from 13.98% to 17.25% during the same period. The rise in
food prices is linked to the insecurity in food-producing areas and the partial closure of Nigeria’s land borders with
countries contributing towards its food supply: Benin, Togo, Niger, Cameroon and Chad11.
Furthermore, in order to conserve foreign exchange and increase local production, the CBN recommended banning
imports of key agricultural commodities including maize (in September 2020), and sugar and wheat (in April 2021),
which reduced the competition on the local markets with implications for food prices12.
Other factors that have led to the continuous rise in prices include an increase in fuel and electricity charges due to
subsidies being removed for both, and a rise in the VAT rate from 5% to 7.5% in February 2021.
However, the economic recovery is largely underpinned by the continuation of the CBN’s development finance
interventions in the real sector, and government’s monetary financing to meet budget shortfalls. The agriculture,
manufacturing and services sectors continue to benefit from similar levels of government support in the form of
loans and loan guarantees as before the pandemic13.
The CBN’s credit to the private sector remains high at NAN 2.220 trillion in 2020, relative to NAN 2.224 trillion in
2019, pointing to the continuation of existing development finance interventions (Figure 3).

Figure 3. CBN’s credit to the government and the private sector (N); 2019 and 2020
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Generally, these development finance interventions are in the form of the CBN providing two-step loans to
commercial banks for onward lending to the private sector. In addition, the implementation of a fiscal stimulus in
the wake of the pandemic amid declining government revenue has increased the CBN’s monetary financing.
As shown in Figure 3, there was a 21% increase in the credit to the government from NAN 8.3 trillion to NAN 10.05
trillion between 2019 and 2020, which is attributed to the CBN’s financing of the government’s budget deficits. The
fiscal stimulus package as well as government’s intervention in the foreign exchange market have further aided
economic recovery.
Digitisation is a key structural issue that hinders the country from reaching its economic goals – noting that
individuals with access to internet as a share of the population was only 7% in 201714. The low level of internet
penetration has negatively impacted several sectors, including industry and trade, as well as financial, education
and health service delivery.
For instance, trading across borders and gaining access to online markets is severely limited without internet
access. Furthermore, the need for face-to-face interaction to deliver financial, education and health services reduces
efficiency and reach of services.
What were the key macroeconomic policy interventions?
The weakening macroeconomic fundamentals fostered the government’s response in the wake of the pandemic –
this included the additional spending of $1.4 billion mentioned previously15.
The majority of the fiscal stimulus – $1.1 billion – is targeted at non-health sectors that have been affected by
the pandemic, such as the hospitality and manufacturing sectors, as well the pharmaceutical industry and social

protection programmes needed to mitigate the pandemic’s effect. Furthermore, tax refunds were offered to
businesses that did not lay off workers during 2020.
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Meanwhile, the health sector benefitted from $0.3 billion. (See Table 1 for detailed government interventions.)
The large spending plans amid the constrained fiscal space has implications on government indebtedness – the
government debt-to-GDP ratio reached 35.1% in 2020 from 29.2% in 201916.
Similarly, the share of non-performing loans to outstanding loans stood at 6.1% in January 2021, which is above the
5% prudential requirement stipulated by the CBN17. While the current debt-to-GDP ratio remains below the 60%
benchmark specified by the African Monetary Cooperation Programme, the share of revenue deployed towards
debt servicing shows a more accurate picture of the fiscal and debt situation. Specifically, the shortage of finance
led to the government spending up to 96% of revenue generated on interest payments in 202018.
Despite the upward pressure on the exchange rate and inflation, the CBN adopted an accommodating policy
regime to increase available credit to the private sector through commercial banks. Consequently, the CBN cut the
Monetary Policy Rate (MPR) from 13.5% to 12.5% in May 2020, and subsequently to 11.5% in September 202019.
In addition to reductions in the MPR, the CBN deployed other policy interventions. The interest rate to the
aforementioned CBN development finance interventions targeted at the agriculture and manufacturing sectors was
reduced from 9% to 5%, and a one-year moratorium was introduced on the interventions20.
However, the ability of commercial banks to extend loans has been largely undermined by the limited availability of
credit data on individuals for making lending decisions. In addition, the cash reserve ratio – the share of commercial

banks’ liquidity reserved with the CBN – was increased from 22.5% to 27.5% in January 2020 with the aim of
improving the resilience of the financial system largely due to the rise in inflation21.
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Since the pandemic, the cash reserve ratio has not been revised downwards, which has had an unintended
consequence of limiting banks’ credit creation capacity.
The CBN’s interventions in the real sector have constrained expansion efforts in money market operations. In the
first half of 2020, sales of the CBN bills offered at the open market operations auctions were valued at NAN 6.45
trillion, which is nearly half of the sales recorded in 2019 (estimated at NAN 1.83 trillion)22. The decline in open
market operations resulted in the tightening of liquidity conditions.
There was also private sector support to complement the broad fiscal and monetary policies interventions. The
Coalition Against COVID-19, working with the government, the Nigeria Centre for Disease Control and the World
Health Organization, is the major private sector task force dedicated to combating COVID-19 in Nigeria. Their
interventions are anchored around the health sector, food relief programmes and awareness campaigns.
For instance, the Coalition equipped medical facilities across the country’s six geopolitical zones, enhanced capacity
for testing and treatment, and built test laboratories, and isolation and treatment centres. As of November 2020, its
total expenditure amounted to NAN 43.27 billion ($113.88 million)23.
Development impact of COVID-19 and the efficacy of government support
One of the major transmission channels of the pandemic’s effect on the economy is the labour market given that
the health burden (morbidity and death) on the affected population represents a productivity loss in the economy.

Table 1. Nigeria’s macroeconomic policy responses
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Type

Policy response
Conditional cash transfer programme to 3.7 million people and an increase of the social register by 1
million households. The selection process follows a funnel approach where the poorest households
in the poorest local government areas within the poorest states are prioritised. However, according
to the 2019 Nigerian Living Standards Survey, 83 million Nigerians live in poverty implying that 78.3
million Nigerians are excluded from the programme.
Creating a NAN 50 billion ($139 million) targeted credit facility to the private sector.
NAN 2 trillion ($5.3 billion) loan to the manufacturing sector.
NAN 1.5 trillion ($3.9 billion) loan to the real sector.
NAN 100 billion ($263 million) intervention to the health sector.
Fiscal policies
NAN 3.6 trillion ($9.5 billion) injection to the banking system for loan creation.
NAN 300 billion ($789.5 million) MSME Development Fund targeted at micro, small, and mediumsized businesses.
NAN 75 billion ($197.4 million) Nigerian Youth Investment Fund targeted at young entrepreneurs.
Increase in VAT from 5% to 7.5%.
Removal of fossil fuel subsidies, which was estimated at $2.7 billion in 2018a.
Removal of subsidies to the electricity sector, which was estimated at $377 million in 2018b.
Tax rebate to companies that did not retrench staff in 2020.
Special Public Works Programme for the vulnerable particularly those with low skills and without employment.
Reduction of the MPR from 13.5% to 11.5%.
Reduction of the interest rate on CBN interventions from 9% to 5%.
Monetary policies
Provision of an additional one-year moratorium on all CBN interventions cutting across the
agriculture, manufacturing and services sectors.
Exchange rate
and balance of
Official devaluation of the naira from NAN 307/$1 to NAN 379/$1.
payment
a. International Energy Agency, “IEA Fossil Fuel Subsidies Database”, 2020.
b. International Energy Agency, “IEA Fossil Fuel Subsidies Database”.
Source: Authors’ compilation based on International Monetary Fund 2021 policy responses to COVID-19.

Similarly, the containment and mitigation strategies initially implemented severely constrained trade and
production activities. These have had immediate economic effects in terms of job losses, lower revenue for
businesses and increased poverty for households.
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Based on the current labour market trends, the World Bank estimated that24, without a holistic policy response, an
additional 10 million Nigerians could fall into extreme poverty by 202225. This will significantly worsen the poverty
situation considering that 83 million Nigerians were estimated to already be living below the poverty line in 201926.
Evidence from the COVID-19 phone survey in Nigeria by the National Bureau of Statistics27 points to a significant
loss of livelihood at both the peak of economic restrictions and as the economy reopened. The rapid phone survey
and polls have elicited responses on a number of important issues including employment, business performance
and food security.
These are key to assessing macroeconomic performance and dealing with the pandemic. In April 2020, during the
first phase of restrictions to movement (including inter-state travelling and shutdown of economic activities in
commercial cities), about 57.4% of the adult population reported being out of work and 81% of businesses reported
lower or zero revenue month-on-month (see Table 2).
The unemployment rate of 57.4% is significantly higher than the pre-pandemic unemployment rate, which was
23% in the third quarter of 201828. By the third phase, specifically in the third and fourth quarters of 2020, most of
the economic indicators had improved but none had reached the pre-crisis level.
By December 2020, only 29.8% of the adult population reported being out of work in both the formal and informal
sectors, and 37% of businesses reported lower or zero revenue.
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Food insecurity worsened significantly due to inflation and labour market shocks, and this affected household
income and consumption patterns. Table 2 shows that more than half of the respondents were unable to purchase
two key staple foods (rice and cassava) in April 2020.

Table 2. Impact of COVID-19 on key development indicators in Nigeria (%) April to December 2020
Dimension of impact

April

August

December

57.44

30.55

29.86

81.20

46.02

37.37

8.25

17.13

17.90

10.54

36.85

44.74

Rice

59.14

36.56

20.33

Cassava

51.79

17.56

12.82

Employment
% of adult population not working
Revenue losses: change in business revenue
Lower/no revenue
No change in revenue
Higher revenue
Food security: % of respondents who are unable to buy Nigerian staple food

Source: Authors’ analysis based on World Bank and National Bureau of Statistics, 2021. COVID-19 National Longitudinal Phone Survey 2020

However, the share of those unable to purchase food supplies had fallen to 20.3% for rice and 12.82% for cassava in
December 2020, pointing to a gradual recovery. This has implications for the achievement of Agenda 2030 goals in
Nigeria with respect to poverty alleviation (SDG 1) and ending hunger and achieving food security (SDG 2).
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Nevertheless, the future trends in employment, business profitability and food security depend on the size and
effectiveness of policy responses.
Insights from the survey show that access and coverage of government support is minimal. The share of
respondents receiving assistance from the government stood at 0.77% of the population in April 2020 and rose to
2.17% in May but declined consistently afterwards (Figure 5).
Although the majority of the population did not benefit from government’s targeted social transfers, there is a
gradual withdrawal of this support, indicating a shift in priorities. The rebound in employment, business revenue
and food security reflect the pro-growth policy measures that have had an impact on both households and
businesses.
This signals that stronger recovery efforts should be anchored on increasing government assistance towards sectors
that drive growth and employment. However, social protection programmes still have a role to play particularly in
providing food security.
Lessons for Nigeria and other low-income and lower- middle-income countries
The swiftness and scope of the CBN’s response since the onset of the pandemic is notable. The availability of
credit to the real economy since March 2020 has targeted sectors of importance to the economic recovery agenda
including manufacturing and services.
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Figure 5. Beneficiaries of the government support programme as a share of the population, and the value of
government support, April to November 2020

Moreover, the CBN’s response occurred in the context of several ongoing development finance interventions to the
real sector. Furthermore, the national data collection agency, specifically the National Bureau of Statistics, has been
proactive in collecting timely and frequent data.
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This has informed analysis and been used to develop insights on how the pandemic has affected both households
and businesses. In many African countries where conducting regular surveys is uncommon, Nigeria serves as a
leading example.
Nevertheless, the role the CBN has taken with regards to credit support points to several gaps in the policy
response.
First, the support to businesses largely involves loans without leveraging other interventions, such as tax cuts,
moratoriums on debt repayment and wage subsidies. For businesses with access to loans – and worse for those
without loans – these financial commitments (tax, debt, and wage payments) could outweigh the support from
government and have implications on business profitability and solvency.
Second, both federal and sub-national governments are fiscally handicapped because the country entered the crisis
with a history of limited fiscal space. This limited government’s capacity to respond to the crisis and widened the
CBN’s appetite for continued support to the private sector.
This poses a concern regarding the risk exposure of the CBN in the case of an extensive private sector default, and
debt monetisation. This is of concern given the large share of revenue deployed towards debt servicing and also
considering that non-performing loans as a share of outstanding loans remains above the 5% benchmark stipulated
by the CBN.
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The proclivity towards issuing new money in order to finance budget shortfalls has been associated with upward
pressure on inflation29. As a result of the negative effects of monetary financing, central banks in the European
Union are explicitly mandated not to engage in direct monetary financing under the Maastricht Treaty (Article 130
of the treaty of the functioning of the European Union)30.
However, there is an ongoing shift in central banking – termed quantitative easing – that supports the large-scale
purchase of government bonds to maintain low interest rates31. Quantitative easing has also been adopted by
countries facing deflation, as was the case in Japan from 2001 to 2006 when the Bank of Japan sought to bring an
end to deflation32.
In the case of Nigeria, the CBN is undertaking direct monetary financing in the form of printing money within
the context of persistent inflation. As such, the independence of a central bank in low-income and lower-middle
income countries with similar conditions to Nigeria is key to macroeconomic stability.
Times of crisis are no excuse to flout the rules that govern macroeconomic stability. Achieving independence from
the central bank is underpinned by a country’s ability to build fiscal buffers and maintain fiscal prudence.
Accordingly, there is the need to build fiscal buffers to navigate future crisis. In Nigeria, as in several developing
countries, this will involve expanding the tax base – not explicitly by increasing tax rates but by curbing tax evasion
and avoidance.
More so, given that a large share of revenue is generated from oil, transparent and efficient management of natural
resource revenues, including establishing a natural resource fund, will address revenue leakages.

On expenditure, streamlining governance structures for countries with a high cost of governance is a policy option
towards building fiscal buffers. Nigeria, with one of the highest costs of governance globally, could lead in this
regard33.
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Furthermore, commercial banks are largely unable to meet credit demands. On the demand side, asymmetric
information in borrowing markets – owing to limited information on the credit worthiness of borrowers – has led to
high interest rates on loans to cover risky borrowers.
As such, the loans and loan guarantees offered within the purview of the CBN’s development finance interventions
require collateral (in some cases). Moreover, the weak monetary policy transmission – common in developing
countries owing to heavy central bank interventions in the foreign exchange market, low rates of interbank
competition and a lack of market-determined interest rates34 – has made it such that reductions in the MPR do not
reflect on the interest rates offered by commercial banks.
On the supply side, banks in Nigeria are constrained, as the cash reserve ratio has not been reduced since the
pandemic began. Moreover, the relatively high interest rates offered in treasury bills and government bond markets
incentivises commercial banks to invest in government bonds (that are largely risk-free) rather than lend to the
private sector.
As a result of these shortcomings, direct lending by the central bank can be adopted to mitigate against some
barriers particularly the high collateral and interest rate associated with borrowing. This has been done by the
United States’ Federal Reserve in the wake of the pandemic35.

Other gaps exist with regards to targeting and coverage of the government’s spending plans. First, the
government’s limited spending plan, high level of informality and low financial inclusion has led to a large share of
the population being left behind with regards to direct income support.
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As noted elsewhere in this policy insight, only 2.17% of the population surveyed benefitted from the government’s
support in May 2020 with implications for vulnerability and poverty levels. Moreover, the lack of a gendered
approach in the design and implementation of spending plans worsens the pandemic’s effect on women.
For instance, failure to provide childcare subsidies (subsidising businesses and individuals for taking leave of
absence for childcare purposes) is likely to affect the income and job security of women. South Korea stands out as
a country with a gendered approach in its macroeconomic policy. It provided an emergency family care subsidy for
workers taking a leave of absence for childcare during school closures36.
Additionally, the reallocation of spending is not adequately targeted at achieving a green recovery, in particular,
and sustainable development in general. While the government’s Economic Sustainability Plan (2020–2021) seeks
to increase spending allocated to agriculture, renewable energy and infrastructure, the plan remains vague as to
the mechanisms through which the investments will be made and focuses on unsatisfactory aspects of the sector.
For instance, the focus on agriculture is to increase the farmland under cultivation rather than improve productivity
and formalise the sector, which would increase the revenue generated from the sector. Other aspects such as
education and health receive relatively less attention despite the fact that the pandemic has exposed structural
weaknesses in these sectors.

Lastly, the use of anti-trade restrictive policies should be reversed, such as closure of borders in the wake of the
pandemic. Burundi, Ethiopia, Rwanda and Somalia closed their borders in March 2020, and Kenya in May 2020,
mainly to contain the spread of the virus37.
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Although Nigeria has reversed the closure of its borders, other countries are yet to reverse their border closure
policies, which is inconsistent with the African Continental Free Trade Area Agreement that advocates for free trade
within the continent.
One of the consequences of Nigeria’s border closure was a negative impact on border communities (in both Nigeria
and neighbouring countries) that rely on informal trade as a source of livelihood38.
Similarly, the ban on the import of selected items in order to conserve foreign exchange earnings is not only
anti-trade but could increase local food prices against the background of already rising food inflation. This has
consequences for vulnerability and poverty.
A key lesson across the policy responses is the need to strengthen the systems that underpin the delivery of the
responses. An improved social protection system will be useful to reach the vulnerable and those in the informal
sector, the same way that the creation of fiscal buffers will lead to more robust spending plans in times of crisis.
Similarly, increased formalisation of the labour market will ensure that more workers have recourse to necessary
benefits including paid leave, unemployment insurance and health insurance – and a more developed health
systems will increase preparedness in times of a health crisis. Adopting a long-term approach and building systems
rather than once-off solutions is of crucial importance to shaping the economy.

However, readjusting the spending plans to fit the present climate is important to ensure that the temporary fiscal
stimulus does not become permanent, as this will have implications for sustainability.
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Conclusion
The COVID-19 pandemic has led to unprecedented demand and supply shocks. However, governments have
deployed macroeconomic policy responses targeted at providing relief for those affected. Nigeria has been severely
affected by the economic shock with the economy falling into a recession in November 2020 but exiting soon after.
The economic recovery is largely as a result of the government’s interventions in the form of an increase in
spending plans and interventions in the foreign exchange market – much of which has been led by the CBN
through monetary financing to the government and the provision of development interventions to the private
sector.
Despite the proactive role of the government, several shortcomings have emerged with regards to Nigeria’s
macroeconomic policies. The increase in the CBN’s appetite for continued support to the private sector poses
concerns regarding the risk exposure to an extensive private sector default and debt monetisation.
Furthermore, commercial banks are largely unable to meet credit demands due to an interplay of several factors
including limited information on the credit worthiness of borrowers, weak monetary policy transmission and a high
cash reserve ratio.
Other gaps also exist, and a large share of the informal sector – the vulnerable population and women – are left
behind in the government’s policy responses. Similarly, the narrow range of interventions constricts businesses with
outstanding financial commitments including tax, debt and wage payments.
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A key lesson for Nigeria and other developing countries includes ensuring the independence of the central bank
even in the face of the crisis. Furthermore, a long-term approach should be adopted to strengthen the systems
that underpin the delivery of the responses, including strengthening social protection and public health systems,
formalising the labour market and creating fiscal buffers.
The ICT sector, and others that can adapt to digital platforms, also showed more resilience and even growth
during the pandemic, suggesting that anchoring recovery efforts and post-COVID economic structures in a digital
economy could be beneficial.
Furthermore, policy responses should align with broader development agreements including the Sustainable
Development Goals, the Paris Climate Agreement and the African Continental Free Trade Area Agreement. ■
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