SS2 ECONOMICS LESSON NOTES

FIRST TERM

WEEK 1: ELEMENTARY TREATMENT OF FISCAL POLICY 2&

1. INTRODUCTION: THE GOVERNMENT'S "WALLET"

Think of a household. It has income (salaries, wages) and expenses (food, rent, school fees). A
smart household plans its spending and saving. The government does the exact same thing, but
on a massive scale. Fiscal Policy is the government's plan for using its "wallet" (its ability to tax
and spend) to influence the nation's economy. It's one of the two major tools for managing a

country's economy, the other being Monetary Policy (which we'll discuss later).
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2. MEANING OF FISCAL POLICY




Fiscal Policy is the deliberate use of government revenue (primarily through taxation) and

government expenditure to influence the level of economic activity.

The goal is to achieve macroeconomic objectives like economic growth, full employment, and
price stability. It is a plan of action concerning government spending and taxation. In Nigeria, the
primary document that outlines the fiscal policy for the year is the Annual Budget, presented by

the Minister of Finance on behalf of the President.

3. THE TOOLS OF FISCAL POLICY

The government has two main "levers" it can pull to speed up or slow down the economy:

A. Taxation (Government Revenue)

Taxation is a compulsory levy imposed by the government on individuals, businesses, and

goods/services. It's the primary way the government earns money.

How it's a tool:

To slow down an economy (Contractionary): If the economy is "overheating" (causing high
inflation), the government can increase taxes. This takes money out of people's pockets. With
less disposable income, people and firms spend (Consumption, C) and invest (Investment, I) less.
This reduces overall demand (Aggregate Demand), which helps to cool down prices.

To boost an economy (Expansionary): If the economy is in a recession, the government can cut
taxes. This leaves more money in people's pockets. They spend and invest more, increasing
Aggregate Demand, which creates jobs and stimulates growth.

Types of Taxes:

Direct Taxes: Levied on the income and wealth of individuals and firms (e.g., Personal Income
Tax, Company Income Tax).

Indirect Taxes: Levied on goods and services (e.g., Value Added Tax (VAT), Customs Duties,

Excise Duties).

B. Government Expenditure (Government Spending)




This is the total amount of money the government spends on various items.

How it's a tool:

To boost an economy (Expansionary): The government can increase its spending. This
spending (G) is a direct component of Aggregate Demand (AD =C + 1+ G + (X-M)).

It can spend on Capital Projects (e.g., building roads, schools, hospitals, power plants). This not
only creates jobs now (for construction workers, suppliers) but also increases the economy's
long-term productive capacity.

It can spend on Recurrent Items (e.g., paying civil servant salaries, running government offices).
Higher salaries mean more spending power for workers.

To slow down an economy (Contractionary): The government can cut its spending. This
directly reduces Aggregate Demand and helps to fight inflation, but it can also lead to job losses

or reduced public services.

4. OBJECTIVES OF FISCAL POLICY

Why does the government bother doing all this? It has several key goals:

Full Employment: To ensure that most people who are willing and able to work can find a job.
(Achieved via expansionary policy: cut taxes, increase spending).

Price Stability (Control Inflation): To keep the general price level from rising too fast, which
erodes the purchasing power of money. (Achieved via contractionary policy: raise taxes, cut
spending).

Economic Growth: To increase the country's total output of goods and services (GDP) over
time. (Achieved via expansionary policy, especially spending on infrastructure and education).
Equitable Distribution of Income: To reduce the gap between the rich and the poor. This is
done by using progressive taxes (where the rich pay a higher percentage) and spending the
money on social programs (e.g., public healthcare, subsidised education).

Balance of Payments (BOP) Stability: To manage the country's financial transactions with the

rest of the world. (e.g., high tariffs on luxury imports can be used to reduce trade deficits).




5. LIMITATIONS OF FISCAL POLICY (WHY IT'S NOT PERFECT)

Fiscal policy is powerful, but it has significant weaknesses, especially in developing countries

like Nigeria.

Time Lags: This is the biggest problem.

Recognition Lag: It takes time for the government to realise there is a problem (e.g., a recession
has started).

Decision Lag: It takes time for policymakers (e.g., the National Assembly) to debate and agree
on a solution (e.g., pass the budget).

Implementation Lag: It takes time to actually spend the money (e.g., a road project takes years
to plan and build). By the time the policy kicks in, the economic problem might have changed!
Political Interference: Fiscal policy is made by politicians, not just economists.

It is politically easy to use expansionary policy (cutting taxes, increasing spending) because it
makes voters happy.

It is politically very difficult to use contractionary policy (raising taxes, cutting spending)
because it's unpopular, even if it's needed to fight inflation.

The "Crowding-Out" Effect:

When the government needs to spend more (expansionary policy), it often has to borrow the
money.

This high government borrowing can increase interest rates, making it more expensive for

private businesses to borrow money for their own investments.
Thus, government spending "crowds out" private investment, which can harm long-term growth.

Data Inaccuracy: In many developing countries, the data on GDP, unemployment, and inflation
is unreliable or outdated. Using bad data leads to bad policy decisions.

Large Informal Sector: In Nigeria, a large part of the economy is "informal" (e.g., market
traders, roadside mechanics). These businesses don't pay formal taxes, so tax policy has a limited
effect on them.

Corruption: Funds allocated for government expenditure (e.g., a new hospital) may be
embezzled, meaning the policy is never actually implemented, and the money doesn't enter the

real economy.




6. ASSESSMENT (WEEK 1)

EVALUATION QUESTIONS (IN-CLASS)

. Define Fiscal Policy in your own words.

. List and explain the two primary tools of fiscal policy.

. What is the difference between an "expansionary" and a "contractionary" fiscal policy?
State three main objectives of fiscal policy.

. Explain the "Crowding-Out Effect" as a limitation of fiscal policy.

ASSIGNMENT QUESTIONS (TAKE-HOME)

. If the Nigerian economy is experiencing high inflation (rapidly rising prices), what specific fiscal
policy actions would you recommend to the government? Explain ~ow your recommendations
would work.

"Fiscal policy is difficult to implement in Nigeria due to political interference and time lags."

Discuss this statement with practical examples.

. Differentiate between Capital Expenditure and Recurrent Expenditure. Which one do you think
has a greater impact on long-term economic growth, and why?
. Explain two ways in which the government's tax policies can be used to achieve a more equitable

distribution of income.

. What is the difference between a direct tax and an indirect tax? Give one example of each that is

currently collected in Nigeria.




1.

WEEK 2: BALANCED AND UNBALANCED BUDGET I

1. INTRODUCTION: THE GOVERNMENT'S ANNUAL PLAN

Last week, we learned about fiscal policy (taxing and spending). This week, we look at the
document that puts it all into action: The Budget. A budget is an annual financial statement that
outlines the government's expected revenue (income) and proposed expenditure (spending) for

the upcoming financial year.

How the government balances its revenue and expenditure has a direct and significant effect on

the economy.
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2. MEANING OF BUDGET CONCEPTS

Balanced Budget:




Definition: This occurs when the government's total estimated revenue is equal to its total
proposed expenditure for the year.

Formula: Total Revenue = Total Expenditure

Economic Stance: A balanced budget is often considered "neutral." The government is putting
back into the economy exactly what it's taking out. In classical economics, this was seen as the
ideal, prudent, "fiscally responsible" way to manage a government.

Unbalanced Budget:

Definition: This occurs when government revenue and expenditure are not equal. This is the
norm for most countries.

It can take two forms:

A. Budget Surplus (G <T)

Definition: Occurs when the government's total revenue is greater than its total expenditure.
The government has money left over.

Formula: Total Revenue > Total Expenditure

Economic Stance: This is a contractionary or "deflationary" budget. The government is taking
more money out of the economy (via taxes) than it is putting back in (via spending).

B. Budget Deficit (G > T)

Definition: Occurs when the government's total expenditure is greater than its total revenue.
The government is spending more than it earns.

Formula: Total Expenditure > Total Revenue

Economic Stance: This is an expansionary or "reflationary" budget. The government is

injecting more money into the economy (via spending) than it is taking out (via taxes).

3. HOW TO FINANCE A BUDGET DEFICIT

When the government has a deficit (which is very common), it must find the money from

somewhere. The main ways are:

Borrowing:
Domestic Borrowing: Selling government bonds (securities) to individuals, banks, and pension

funds within the country. (e.g., FGN Savings Bonds).




External Borrowing: Getting loans from other countries, or from international organisations
like the World Bank, IMF, or private international capital markets (e.g., Eurobonds).
Printing Money (""Ways and Means''):

The government can borrow directly from its own Central Bank (e.g., the CBN). The Central

Bank essentially "creates" new money to lend to the government.

This is the most dangerous and inflationary way to finance a deficit, as it increases the money
supply without any corresponding increase in goods (too much money chasing too few goods).
Selling Assets (Privatisation): The government can sell state-owned enterprises (like NNPC, or

other assets) to private investors to raise funds.

4. EFFECTS ON THE ECONOMY, ADVANTAGES & DISADVANTAGES

A. Balanced Budget

Effects:

Theoretically leads to economic stability, as the government isn't "rocking the boat."
It prevents the build-up of public debt.

Advantages:

Fiscal Discipline: Forces the government to live within its means and prevents wasteful
(political) spending.

Prevents Debt: Avoids the burden of high debt and interest payments.

Builds Confidence: Can signal to investors that the government is prudent and stable.
Disadvantages:

Pro-Cyclical: A balanced budget can be very bad in a recession.

Here's why: In a recession, tax revenues automatically fall (because people/firms earn less). To
keep the budget balanced, the government would be forced to cut its spending or raise taxes.

Both of these actions are contractionary and would make the recession even worse!

B. Budget Surplus

Effects:




It is contractionary. It slows down the economy by reducing aggregate demand.
The government can use the surplus to pay down its national debt or save it (e.g., in a Sovereign

Wealth Fund, like Nigeria's NSIA).

Advantages:

Fights Inflation: A budget surplus is the perfect tool to combat high demand-pull inflation.
Reduces Debt: Allows the government to reduce its debt burden, freeing up future funds from
interest payments.

Creates a ""Rainy Day" Fund: Savings can be used during a future crisis (e.g., a crash in oil
prices).

Disadvantages:

Can Cause a Recession: If the economy is not "overheating," running a surplus can slow it
down too much and cause unemployment.

Politically Unpopular: Voters rarely thank politicians for not spending money or for high taxes.

There is pressure to spend the surplus.

C. Budget Deficit

Effects:

It is expansionary. It stimulates the economy by increasing aggregate demand.

It leads to an increase in the national debt.

Advantages:

Fights Recessions (Keynesian Tool): This is the most powerful tool to fight a recession or
depression. By increasing spending (G) when C and I are low, the government can create jobs
and stimulate a recovery.

Allows for Capital Investment: Deficits can fund large, long-term projects (like power plants or
railways) that will boost future economic growth.

Automatic Stabiliser: In a recession, tax revenues fall, and welfare spending rises,
automatically creating a deficit that helps stabilise the economy.

Disadvantages:

Inflationary: If the economy is already near full employment, a deficit will just cause demand-

pull inflation. This is especially true if the deficit is financed by printing money.




National Debt: Persistent deficits lead to a large national debt, which requires large interest
payments. This can drain the budget in the future.
Crowding-Out Effect: As seen last week, government borrowing can raise interest rates and

"crowd out" private investment.

5. ASSESSMENT (WEEK 2)
EVALUATION QUESTIONS (IN-CLASS)

. What is an annual budget?

. Differentiate clearly between a budget deficit and a budget surplus.
. When does a balanced budget occur?

. List three common ways a government can finance a budget deficit.

. Which type of budget (surplus or deficit) is considered "expansionary," and why?
ASSIGNMENT QUESTIONS (TAKE-HOME)

"A budget deficit is always bad for an economy." Do you agree or disagree with this statement?

Justify your answer with economic principles.

. Explain why a government might deliberately plan for a budget surplus. What are the potential
advantages and disadvantages of this action?

. Describe the "pro-cyclical" problem of trying to maintain a balanced budget during a recession.
. What is the most inflationary way to finance a deficit, and why is it so dangerous?

. Imagine you are the Minister of Finance for Nigeria, and the country is in a severe recession.
What #ype of budget would you propose, and how would you explain its benefits to the National
Assembly?
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WEEK 3: ELEMENTS OF NATIONAL INCOME ACCOUNTING
1. INTRODUCTION: MEASURING THE ECONOMY'S "HEARTBEAT"

How do we know if a country is rich or poor? How do we know if our economy is growing or

shrinking? We can't just guess. We need to measure it.

National Income Accounting is a bookkeeping system used by economists and governments to
measure the total level of economic activity (production, income, and spending) in a country

over a specific period (usually a quarter or a year).

It provides the "big numbers" we hear on the news, like GDP. It's like a medical report for the

economy, showing its size, growth rate, and overall health.
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2. MEANING AND KEY CONCEPTS
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This topic has many "acronyms." It's crucial to understand what each one measures and the

difference between them.

A. GDP (Gross Domestic Product)

Definition: The total market value of all final goods and services produced within the
geographical boundaries of a country during a given period.

Breakdown:

"Total Market Value": We use prices (Naira, Dollars) to add up different things (e.g., 10 cars +
50 bags of rice). We use their monetary value.

"Final" Goods: We only count the final product to avoid double-counting.

Example: We count the price of a loaf of bread, not the price of the flour + the price of the wheat
+ the price of the yeast. The price of the bread already includes the value of those intermediate
goods.

"Within the Geographical Boundaries': This is the key. It doesn't matter who produces it,
only where it is produced.

Example: A car produced by Toyota (a Japanese company) in its Lagos factory is part of
Nigeria's GDP.

Example: The profit from a Nigerian-owned company in Ghana is NOT part of Nigeria's GDP.

B. GNP (Gross National Product)

Definition: The total market value of all final goods and services produced by the nationals
(citizens and companies) of a country during a given period, regardless of where they are located.
Breakdown: This measures output by ownership, not location.

Example: The car produced by Toyota in Lagos is NOT part of Nigeria's GNP. It's part of Japan's
GNP.

Example: The profit from a Nigerian-owned company (e.g., Dangote Cement) in Ghana IS part
of Nigeria's GNP.

The Formula:

GNP = GDP + Net Factor Income from Abroad (NFIA)
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NFIA = (Income earned by Nigerian citizens/firms abroad) - (Income earned by
foreigners/foreign firms in Nigeria).
Note: For most developing countries like Nigeria (with many multinational corporations), NFIA

is negative, meaning GDP > GNP.

C. NNP (Net National Product)

Definition: GNP adjusted for Depreciation.

Concept: When producing goods, machinery, buildings, and equipment get old and wear out.
This "wear and tear" is an economic cost called Depreciation (or Consumption of Fixed Capital).
GNP is "gross" because it ignores this cost. NNP is "net" because it subtracts it, giving a more
accurate picture of sustainable output.

The Formula:

NNP = GNP - Depreciation

D. NI (National Income)

Definition: The total income earned by all factors of production (land, labour, capital,
enterprise). It shows what is available to be paid out as wages, rent, interest, and profit.
Concept: NNP is valued at market prices, but those prices include indirect taxes (like VAT)
which don't go to factors of production (they go to the government). Conversely, some products
receive subsidies, which do go to factors.

The Formula:

NI = NNP - Indirect Taxes + Subsidies

E. PI (Personal Income)

Definition: The total income received by individuals and households before they pay personal
income tax.

Concept: Not all National Income (NI) is paid out to individuals.

Firms keep Retained Earnings (Undistributed Profits) for reinvestment.

Firms pay Corporate Income Taxes.
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BUT, individuals also receive money they didn't "earn" this period, called Transfer Payments
(e.g., pensions, unemployment benefits, student allowances).

The Formula:

PI=NI - (Corporate Taxes + Retained Earnings) + Transfer Payments

F. DI (Disposable Income)

Definition: The income that households actually have left to spend or save after paying personal
income taxes. This is the most important measure for an individual.

The Formula:
DI = Personal Income - Personal Income Taxes

Also: DI = Consumption (C) + Savings (S)

3. METHODS OF MEASURING NATIONAL INCOME

There are three ways to calculate national income. In a perfect world, all three would give the

exact same answer.

The Output (or Product) Approach:

How: Sum up the value added at each stage of production.

Value Added: The market value of a firm's output minus the value of the intermediate goods it
bought.

Example:

Farmer sells wheat for N100 (Value Added = N100)

Miller buys wheat for N100, sells flour for N150 (Value Added = N50)
Baker buys flour for N150, sells bread for N250 (Value Added = N100)

Total GDP = N100 + N50 + N100 = N250 (which is the final price of the bread).
This is the best way to avoid double-counting.

The Income Approach:
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How: Sum up all incomes paid to the factors of production.
Formula: NI = Wages (for labour) + Rent (for land) + Interest (for capital) + Profits (for
enterprise)

This measures "who earned" the income.

The Expenditure Approach:

How: Sum up all spending on final goods and services in the economy.
The Key Formula: GDP=C+ 1+ G + (X - M)

C = Consumption: Spending by all households.

I = Investment: Spending by businesses on capital (factories, machines).
G = Government: Spending by all levels of government.

(X' - M) = Net Exports: (Value of Exports - Value of Imports).

This measures "who bought" the output.

4. USES AND LIMITATIONS OF NATIONAL INCOME DATA

Uses:

1. Measuring Economic Growth: We see if GDP is higher this year than last year.

2. International Comparisons: We compare Nigeria's GDP per capita (GDP / population)
with Ghana's or South Africa's to compare living standards.

3. Economic Planning: Government uses the data to make policy (e.g., if T' is low,
government creates policies to boost investment).

4. Structural Analysis: Shows what the economy is made of (e.g., 10% from oil, 25% from
agriculture, 50% from services).

5. Income Distribution: Shows how income is shared among factors of production.

6. Limitations (Why the data isn't perfect):

7. The Informal Sector: In Nigeria, a massive part of the economy (roadside traders,
artisans, subsistence farmers) is unrecorded and untaxed. This means Nigeria's true GDP

is much higher than the official figures.
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8. Unpaid/Non-market Services: GDP doesn't count work done for free, like housework,
parenting, or a farmer eating his own food.
9. Data Inaccuracy: Collection of data is difficult and expensive, leading to errors.
10. Double-Counting: Mistakes are often made, and the value of intermediate goods is
counted, artificially inflating the GDP number.
11. GDP does NOT measure Welfare: This is a crucial point.
a. Itignores leisure: If everyone works 100 hours a week, GDP might rise, but
quality of life falls.
b. Itignores environmental damage: An oil spill increases GDP (because of the
spending on clean-up), even though it's a disaster.
c. Itignores income inequality: A country's GDP can rise while all the money goes

to the richest 1%, and the poor get poorer.

5. ASSESSMENT (WEEK 3)

EVALUATION QUESTIONS (IN-CLASS)

. Define Gross Domestic Product (GDP).

. What is the key difference between GDP and GNP?

. Why do we subtract "Depreciation" to get Net National Product (NNP)?
. List the three methods of measuring national income.

. What is "double-counting," and which method is specifically designed to avoid it?

ASSIGNMENT QUESTIONS (TAKE-HOME)

Given the following data:
GDP = N5,000bn
Net Factor Income from Abroad = -N200bn

Depreciation = N300bn
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Indirect Taxes = N150bn
Subsidies = N50bn
Calculate: (a) GNP, (b) NNP, and (c) National Income (NI).

"GDP is a poor measure of a nation's well-being." Discuss this statement, giving at least three

reasons why this might be true.

. Explain why the existence of a large informal sector in Nigeria makes its official GDP figures

less accurate.

. Explain the Expenditure Approach to calculating GDP, clearly defining each of its four
components (CH[+GHX-M)).

. What is the difference between Personal Income (PI) and Disposable Income (DI)? Which one is

a better indicator of household spending power?
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1.

WEEK 4: MONEY: DEMAND FOR AND SUPPLY OF MONEY &

1. INTRODUCTION

We all know we need money. But have you ever thought about why you demand it? Money in
your pocket or a bank account (which pays little or no interest) could be "working" for you if it

was invested in stocks or bonds. So, why do we hold onto it?

This week, we explore the famous "Liquidity Preference Theory" by John Maynard Keynes,

which explains the demand for money, and we look at where money comes from (the supply).

2. DEFINITION OF MONEY

(Recap from SS1): Money is anything that is generally acceptable as a means of payment for

goods and services. It serves four key functions:

Medium of Exchange: (Its primary job: buys stuff)
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Unit of Account: (Measures value)
Store of Value: (Holds purchasing power over time)

Standard of Deferred Payment: (Allows for

borrowing and lending)

3. DEMAND FOR MONEY (KEYNES'S LIQUIDITY PREFERENCE)

"Liquidity Preference" is just a fancy term for the desire to hold wealth in the form of liquid cash

rather than illiquid assets (like land or stocks). Keynes identified three motives:
A. The Transactionary Motive (L1)

Meaning: This is the most obvious one. People hold money to pay for their regular, day-to-day,
expected transactions.

Examples: Money for bus fare, lunch, data, airtime, rent, and monthly bills.

Main Determinant: Level of Income (Y).

The more income you earn, the more "transactions" you make, and the more cash you need to

hold. A company CEO holds more transactionary cash than a student.

This motive is not very sensitive to interest rates. You'll still need bus fare whether the interest

rate 1s 5% or 10%.

B. The Precautionary Motive (1)

Meaning: This is holding money "just in case" for unexpected emergencies or unforeseen
opportunities. It's your "rainy day" fund.

Examples: Money for a sudden car repair, an unexpected illness, a "flash sale" you can't miss.
Main Determinant: Also, the Level of Income (Y). Richer people can afford to set aside more
"just in case" money. It is also influenced by the level of uncertainty in an economy.

Like the transactionary motive, this is nof very sensitive to interest rates.

C. The Speculative Motive (L2)
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Meaning: This is the most complex. It involves holding money (cash) as an asset, with the hope
of making a profit by "speculating" on the future price of other assets—specifically bonds.

The Key Relationship: The price of a bond and the interest rate are inversely related.

A bond is a loan that pays a fixed coupon (e.g., N100 per year).

If interest rates in the economy rise (e.g., to 20%), new bonds will pay N200. Nobody will want
your old N100 bond, so its price falls.

If interest rates in the economy fall (e.g., to 5%), new bonds will only pay N50. Your old N100
bond is now very attractive, so its price rises.

How it works:

Scenario 1: Interest Rate is HIGH

People expect rates to fall in the future.

They know that when rates fall, bond prices will rise.

Action: They want to buy bonds now while they are cheap. They do not want to hold idle cash.
Result: When interest rates are high, the opportunity cost of holding cash is high, and the
demand for speculative money is LOW.

Scenario 2: Interest Rate is LOW

People expect rates to rise in the future.

They know that when rates rise, bond prices will fall.

Action: They do not want to hold bonds that are about to lose value. They sell their bonds and
hold cash, waiting for rates to rise again.

Result: When interest rates are low, the demand for speculative money is HIGH.

Main Determinant: Interest Rate (r). The speculative demand for money is inversely related to

the interest rate.

Total Money Demand (MD) = L1(Y) + L2(r)

4. THE SUPPLY OF MONEY (MS)

Definition: The total stock of money available in an economy at a particular point in time. This
includes cash in circulation, bank deposits, and other liquid assets.

Who Controls It? The Central Bank of Nigeria (CBN).
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Determinants (How the CBN controls Ms): The CBN uses "Monetary Policy" tools to change
the money supply.

Open Market Operations (OMO): This is the most common tool.

To Increase Ms (Expansionary): The CBN BUYS government bonds (securities) from
commercial banks. It pays for them with new money, injecting liquidity into the banking system.
To Decrease Ms (Contractionary): The CBN SELLS bonds to the banks. The banks pay for
them, and the money is sucked out of the system.

The Reserve Requirement (RR):

Also called the Cash Reserve Ratio (CRR). This is the percentage of total deposits that
commercial banks must keep in a vault or with the CBN. They cannot lend this money out.

To Increase Ms: The CBN LOWERS the RR (e.g., from 20% to 10%). Banks now have more
excess reserves to lend out, creating new money (via the money multiplier).

To Decrease Ms: The CBN RAISES the RR. Banks must hold more cash, so they have /less to
lend.

The Bank Rate (Monetary Policy Rate - MPR):

This is the "official" interest rate at which the CBN lends to commercial banks (as a "lender of

last resort").

To Increase Ms: The CBN LOWERS the MPR. It's cheaper for banks to borrow, which
encourages them to lend more to the public.
To Decrease Ms: The CBN RAISES the MPR. It's more expensive for banks to borrow, so they

become more cautious and lend less.

5. ASSESSMENT (WEEK 4)

EVALUATION QUESTIONS (IN-CLASS)

1. Define "Liquidity Preference."
List and briefly explain the three motives for holding money, according to Keynes.
What is the primary determinant of the transactionary motive?

What is the primary determinant of the speculative motive?

A

What is the relationship between the price of a bond and the market interest rate?
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ASSIGNMENT QUESTIONS (TAKE-HOME)

1. Explain in detail why the speculative demand for money is high when interest rates are low.

2. Describe three tools the Central Bank of Nigeria (CBN) can use to reduce the supply of
money in the economy.

3. What is the "Cash Reserve Ratio (CRR)"? Explain how /owering it can lead to an increase in
the money supply.

4. Using a clearly labelled diagram, show the demand for money (MD) and the supply of
money (Ms). Indicate the equilibrium interest rate (r*).

5. Differentiate between the "transactionary" motive and the "precautionary" motive for holding

money. Give a personal example of each.

WEEK 5: MIDTERM EXAMINATION

(This week is for the examination based on the content from Weeks 1-4.)
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WEEK 6: MONEY: INFLATION AND DEFLATION ¥ %
1. INTRODUCTION

Last week, we learned about the demand for and supply of money. This week, we study the
consequences of imbalances in the economy, often related to money. What happens when the
general price level of everything keeps rising? Or, in the rare case, what if it keeps falling? This

1s Inflation and Deflation.

& INFLATION &
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""" s DEFLATION =

WAITING FOR CHEAPER PRICES FALLING PRICES INCREASED DEBT BURDEN

v

2. INFLATION
A. Meaning of Inflation

Inflation is a persistent and appreciable increase in the general price level of goods and

services in an economy over a period of time.
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"Persistent': It's not a one-time price spike (like fuel prices rising one weekend). It's a
continuous, ongoing rise.

""Appreciable': It must be a significant, noticeable rise.

"General Price Level": It's not just one or two items (like yams or cars) getting more expensive;
it's the average price of a "basket" of goods and services rising.

Key Effect: Inflation erodes the purchasing power of money. Your N10,000 buys fewer goods
today than it did last year.

B. TYPES OF INFLATION

By Rate of Increase:

Creeping Inflation: Mild (e.g., 1-3% per year). Many economists believe this is healthy, as it
encourages spending.

Walking Inflation: Moderate (e.g., 3-10% per year). A cause for concern.

Galloping (or Runaway) Inflation: High (e.g., 20%, 50%, 100% per year). This is a serious
problem.

Hyperinflation: Extremely rapid, out-of-control inflation (e.g., 500% or more per year). Prices
change daily or even hourly. (e.g., Zimbabwe in the 2000s, Germany in the 1920s). This destroys
an economy.

By Cause (This is the most important):

i. Demand-Pull Inflation:

Cause: "Too much money chasing too few goods." This happens when Total (Aggregate)
Demand (AD) in the economy grows faster than Total (Aggregate) Supply (AS).

Triggers:

Government finances a deficit by printing money (increases Ms).

Large increase in government spending (G).
Large tax cuts (increases C).
Sudden increase in export demand (X).

ii. Cost-Push Inflation:
Cause: This happens when the cost of production for businesses rises, forcing them to pass on

the extra cost to consumers as higher prices.
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Triggers:

Wage-Push: Powerful trade unions demand (and get) high wage increases not related to
productivity.

Import-Cost Push: Devaluation of the local currency (e.g., the Naira) makes imported raw
materials, machinery, and fuel much more expensive.

Supply-Side Shocks: A bad harvest, natural disaster, or war that destroys crops or infrastructure

(e.g., floods destroying farms).

C. Effects of Inflation

Negative Effects:

Reduces Purchasing Power: People's savings are worth less; living standards fall.

Harms Creditors (Lenders): If you lend N100,000 today and get it back in a year with 10%
inflation, the money you get back has less purchasing power.

Benefits Debtors (Borrowers): They pay back their loans with "cheaper" money.
Discourages Savings: People spend their money immediately before it loses value, rather than
saving.

Creates Uncertainty: Businesses can't plan for the future, which discourages long-term
investment.

Harms Balance of Payments: Local goods become more expensive, making exports
uncompetitive and imports cheaper, which can lead to a trade deficit.

Positive Effects (of mild inflation):

May encourage investment (firms get higher prices for goods).

The "inflation grease" can help real wages adjust without employers having to cut nominal pay.

D. Control Measures

To Control Demand-Pull Inflation (Use Contractionary Policies):
Monetary Policy: CBN raises the interest rate (MPR), raises the CRR, and sells bonds (OMO).

This reduces the money supply and makes borrowing more expensive, cooling down spending.
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Fiscal Policy: Government cuts its spending (G) and raises taxes (T). This (a budget surplus)
directly reduces aggregate demand.

To Control Cost-Push Inflation (Harder to fix):

Supply-Side Policies: Invest in infrastructure (power, roads) to reduce production costs.

Income Policies: (e.g., wage controls - often politically difficult).

Subsidies: Government can subsidise the cost of production (e.g., fuel, fertiliser), but this is very

expensive.

3. DEFLATION

A. Meaning of Deflation

Deflation is the opposite of inflation. It is a persistent fall in the general price level of goods

and services. (e.g., a negative inflation rate).

B. Causes of Deflation

Severe fall in Aggregate Demand: A deep recession or depression where people and firms stop
spending.
. Productivity Boom: (A "good" cause) If technology advances so rapidly that goods become

much cheaper to produce (e.g., price of computers).

C. Effects of Deflation (Why it's often worse than inflation)

. Postponed Spending: If you know a car or TV will be cheaper next month, you wait. This
causes consumer spending (C) to collapse, which worsens the deflation.

. Increases the Real Burden of Debt: This is the killer. If you borrowed N100,000, and prices
fall, you must pay back that N100,000 with money that is more valuable than when you
borrowed it. This crushes debtors and leads to bankruptcies.

. Falling Profits & Rising Unemployment: Firms get less money for their goods, but their costs

(like wages) are "sticky." They reduce costs by firing workers, which reduces demand even more.
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. Deflationary Spiral: This is a vicious cycle: Prices fall > People stop spending = Firms fire

workers = Demand falls further = Prices fall further.

D. Control Measures

Use Expansionary Policies:

Monetary Policy: CBN cuts interest rates (to zero if needed) and buys bonds (OMO) to pump
money into the economy.

Fiscal Policy: Government massively increases spending (G) and cuts taxes (T) (run a large

budget deficit) to stimulate demand.

4. ASSESSMENT (WEEK 6)

Evaluation Questions (In-Class)

. Define inflation, making sure to use the key words "persistent," "appreciable," and "general."

. Differentiate between "Demand-Pull" and "Cost-Push" inflation.

. What is hyperinflation?

. Define deflation.

. List two negative effects of inflation.

Assignment Questions (Take-Home)

"A little inflation is a good thing, but a little deflation is a disaster." Do you agree with this

statement? Explain your reasoning for both parts.

. What is "Stagflation"? Explain how it is caused and why it is particularly difficult for

policymakers to solve.

. Explain two monetary policies and two fiscal policies that the Nigerian government could use to
control demand-pull inflation.
. How does a devaluation of the Naira (e.g., from N500/$1 to N1000/$1) contribute to cost-push

inflation in Nigeria?
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5. Who is hurt by unexpected inflation, and who might benefit from it? Explain your answer.
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WEEK 7: MIDTERM BREAK

(No classes scheduled.)
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WEEK 8: ECONOMIC LESSONS FROM ASIAN TIGERS, JAPAN, EUROPE, AND
AMERICA ©

1. INTRODUCTION

Some countries have achieved incredible economic growth, moving from poverty to wealth in
just a few decades. Others have maintained wealth for centuries. What did they do right? And

what can Nigeria, a nation rich in resources but struggling with development, learn from them?

This week, we look at the economic "miracles" of other nations to draw key lessons.

ECONOMIC LESSONS FROM OTHER NATION

e
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2. THE "ASIAN TIGERS" (SOUTH KOREA, TAIWAN, SINGAPORE, HONG KONG)

These four economies achieved explosive growth from the 1960s to 1990s. South Korea, for
example, was poorer than many African countries in 1960. Today, it's a global economic

powerhouse (think Samsung, Hyundai, LG).
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Key Lessons:

Export-Oriented Industrialisation (EOI):

This is the most important lesson. Instead of "Import Substitution" (trying to produce
everything at home, as Nigeria tried), the Tigers focused on producing high-quality goods for
the global export market.

This forced their companies to become efficient, innovative, and competitive on a global scale.

Massive Investment in Human Capital:

They achieved universal literacy and then poured resources into high-quality education,
especially in Science, Technology, Engineering, and Maths (STEM).

A skilled, educated workforce is the engine of industrialisation.

High Savings and Investment Rates:

Governments and citizens had very high savings rates (saving over 30% of their income).

This pool of domestic savings was then channelled into investment in new factories, technology,
and infrastructure.

Stable and "Developmental" Governance:

They had stable (though sometimes authoritarian) governments that were obsessed with
economic development.

They had low corruption, strong rule of law, and created strategic partnerships between the

government and private businesses to target specific industries for growth.

3. LESSONS FROM JAPAN

Japan was the original post-WWII miracle. It rebuilt itself from ashes into the world's second-

largest economy by the 1980s.
Key Lessons:
Focus on "Total Quality Management" (TQM):

Japan didn't just compete on price; it competed on quality.
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Brands like Toyota and Sony became synonymous with reliability and zero-defect manufacturing.
This is a lesson in discipline, process, and long-term thinking.

Strategic Government-Industry Partnership:

Japan's Ministry of International Trade and Industry (MITI) worked with private companies to
identify and conquer global markets (first textiles, then steel, then ships, then cars, then
electronics).

This was a strategic, coordinated national effort.

. Adaptation and Improvement: Japanese firms were masters at taking existing technologies

(often from the West) and improving them, making them more efficient and reliable.

4. LESSONS FROM EUROPE (E.G., GERMANY, UK)

These are older, more mature economies.

Key Lessons:

The Power of Strong Institutions:

The most important lesson is the Rule of Law.

Businesses thrive only where contracts are enforced, property rights are protected, and the legal
system is transparent, fair, and predictable. This reduces risk and encourages investment.
Economic Integration (The European Union):

By creating a "single market," European countries (like the 27 EU members) removed trade

barriers between them.

This creates a massive market (over 400 million people), allowing firms to achieve huge
economies of scale and making them more competitive globally. (A lesson for ECOWAS).
The "Social Market" Model (Germany):

Germany balances a competitive, capitalist economy with a strong social safety net (high-
quality public healthcare, unemployment benefits, pensions).

This creates social and political stability, which is good for long-term economic health.
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5. LESSONS FROM AMERICA (USA)

The USA has been the world's largest economy for over a century.

Key Lessons:

. A Culture of Entrepreneurship and Innovation:

America celebrates risk-taking. Failure is seen as a stepping stone.

The "Silicon Valley" model of Venture Capital (investors willing to fund risky new ideas) has
produced global giants like Google, Apple, and Amazon.

. World-Class Higher Education & Research:

The USA has a deep, competitive system of research universities (e.g., MIT, Stanford, Harvard)

that partner closely with private industry to drive innovation and create new technologies.

Deep, Liquid Financial Markets:
A robust and well-regulated stock market (e.g., NYSE, NASDAQ) allows new and old
companies to raise vast amounts of capital (money) from the public to fund growth and

Investment.

6. SUMMARY: WHAT CAN NIGERIA LEARN?

Human Capital over Natural Resources: All successful countries invested in people
(education, health). Nigeria has focused on oil. This must change.

Export or Die: Nigeria must diversify its exports beyond oil, focusing on manufacturing and
services (EOI).

Institutions Matter Most: Nigeria must fix its institutions: fight corruption, ensure rule of law,
and enforce contracts.

Save and Invest: Nigeria must save more (e.g., grow its Sovereign Wealth Fund) and invest in
productive infrastructure (especially power and transport).

Embrace Entrepreneurship: Support the new generation of Nigerian entrepreneurs in tech,

agriculture, and entertainment.

7. ASSESSMENT (WEEK 8)
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EVALUATION QUESTIONS (IN-CLASS)

. List the four original "Asian Tigers."

. What is "Export-Oriented Industrialisation" (EOI)?

State one key economic lesson Nigeria can learn from Japan.
State one key economic lesson Nigeria can learn from the USA.

. What is meant by "investment in human capital"?

ASSIGNMENT QUESTIONS (TAKE-HOME)

Compare and contrast "Export-Oriented Industrialisation" (EOI) with "Import Substitution
Industrialisation" (ISI). Which policy do you think is better for Nigeria today, and why?

"Strong institutions (like the rule of law) are more important for economic development than
natural resources (like oil)." Discuss this statement with reference to Nigeria and a country like

South Korea or Singapore.

. What is "Total Quality Management," and how did this concept help Japan become an economic

superpower?

. Explain the "Silicon Valley" model of entrepreneurship and innovation. What steps can Nigeria

take to foster a similar tech ecosystem?

. Why is a high national savings rate important for economic growth?
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WEEK 9: HUMAN CAPITAL DEVELOPMENT &:&4
1. INTRODUCTION

Last week, we saw that every single successful economy (Japan, Asian Tigers, USA) had one

thing in common: a massive investment in its people.

This "investment in people" has a formal name: Human Capital Development. This week, we
explore what it is, why it's arguably the most important factor for economic growth, and the

challenges Nigeria faces.
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2. MEANING OF KEY CONCEPTS

Human Capital:
This is the stock of knowledge, skills, health, and social attributes (e.g., habits, personality)

that are "embodied" in a person, allowing them to perform labour and produce economic value.
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Analogy: Physical Capital is a factory, a machine, or a computer. Human Capital is the skill of
the engineer who designs the factory, the knowledge of the technician who operates the machine,
and the health of the worker who builds the computer. It's the "capital" inside you.

Human Capital Development (HCD):

This is the process of acquiring and increasing the stock of human capital in a population.

It is the journey of turning a raw population into a skilled, healthy, and productive workforce.

3. THE IMPORTANCE OF HUMAN CAPITAL DEVELOPMENT

Why would a country spend billions on schools and hospitals instead of on roads and dams?

. Boosts Productivity: This is the primary reason. A skilled, healthy, and well-educated worker
(e.g., a software developer, a trained mechanic) produces far more economic value per hour than
an unskilled, unhealthy one.

. Fosters Innovation and Technology: An educated population is more likely to create new ideas,
invent new technologies, and start new businesses. HCD is the foundation of a "knowledge
economy."

. Attracts Foreign Direct Investment (FDI): Multinational corporations are more likely to build
factories or offices in a country where they can find a local, skilled workforce (e.g., engineers,
managers, technicians).

. Reduces Poverty and Inequality: Education and health are the most powerful tools for social
mobility. They allow individuals to escape poverty and reduce the gap between the rich and the
poor.

. Improves Adaptability: A well-educated workforce can adapt to economic changes (e.g., from
farming to IT) rather than being made redundant by technology.

. Better Governance: An educated citizenry is more likely to demand good governance,

transparency, and accountability from its leaders.

4. PROBLEMS OF HUMAN CAPITAL DEVELOPMENT IN NIGERIA

Despite its importance, Nigeria faces immense challenges in developing its human capital.

36




Underfunding of Education and Health:

Nigeria's government spending on education (as a % of GDP or % of the budget) is consistently
below the UNESCO recommendation (15-20%) and below its African peers.

The same applies to the health sector, leading to a "pay-as-you-go" system where many cannot

afford basic care.

Poor Quality and "Mismatch':

The problem isn't just quantity of schools, but quality. Many schools lack basic materials (labs,
books, computers).

The curriculum is often outdated and focuses on "rote learning" (cramming) rather than practical
skills, critical thinking, and problem-solving.

There is a skills mismatch: Universities produce graduates in fields where there are no jobs,
while the economy desperately needs skilled technicians, plumbers, and IT professionals.

"Brain Drain"':

This is a severe problem. Nigeria spends resources to train its best minds (e.g., doctors, engineers,
IT professionals), who then emigrate to countries like the UK, Canada, and the USA due to poor
salaries, bad working conditions, and lack of opportunity at home.

This is a net loss of Nigeria's most valuable human capital.

Poor Healthcare System:

High rates of preventable diseases (like malaria), high infant and maternal mortality, and poor
nutrition (stunting) mean that a large part of the population is not healthy enough to be fully
productive, even if they are educated.

Corruption:

Funds allocated for building schools, buying textbooks, or equipping hospitals are often

mismanaged or embezzled, further weakening the system.

5. SOLUTIONS TO HCD PROBLEMS IN NIGERIA

Increased and Targeted Funding:

Increase the budget allocation for education and health to meet international standards.
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More importantly, ensure this money is effectively spent (e.g., on teacher training and primary
healthcare, not just new buildings).
Curriculum Reform:

Revamp the entire curriculum (from primary to tertiary) to focus on 21st-century skills.

Massively expand Technical and Vocational Education and Training (TVET) to produce the
skilled artisans the economy actually needs.

Prioritise STEM (Science, Technology, Engineering, Maths).

Tackling "Brain Drain'':

This is the hardest. The only long-term solution is to fix the economy and improve working
conditions (especially for key professionals like doctors and lecturers) to make staying in Nigeria
a more attractive option.

Invest in Primary Healthcare:

Focus on preventative care: sanitation, clean water, vaccinations, and nutrition. This is more
cost-effective and has a bigger impact on the workforce's health than building expensive, high-
tech hospitals.

Public-Private Partnerships (PPP):

Encourage collaboration between universities and private companies to ensure that what is taught

in schools matches the skills the industry is looking for.

6. ASSESSMENT (WEEK 9)

EVALUATION QUESTIONS (IN-CLASS)

Define "Human Capital."

What is "Human Capital Development"?

State three reasons why HCD is crucial for economic growth.
What is the "Brain Drain"?

What is the "skills mismatch" problem in Nigeria?

ASSIGNMENT QUESTIONS (TAKE-HOME)
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"Nigeria is rich in human resources (population) but poor in human capital." Carefully explain
what this statement means.

Identify and discuss three major problems hindering the development of human capital in
Nigeria.

Propose a realistic and detailed solution to one of the problems you identified in Question 2.
Explain the difference between Technical/Vocational Education (TVET) and traditional
university education. Argue why Nigeria may need to prioritise TVET right now.

How does a poor healthcare system (e.g., high malaria rates) directly impact a nation's economic

productivity?
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WEEK 10: PETROLEUM AND THE NIGERIAN ECONOMY @ NG
1. INTRODUCTION

For the past 50 years, one single commodity has defined Nigeria's economy, politics, and society:
Petroleum (Crude Qil). It has brought the country immense wealth, but also immense
challenges. This week, we analyze its role, its contributions, and the severe problems associated

with over-dependence.

Petroleum and the Nigerian Economy

1. GDP Composition 2. Government Revenue 3. Total Exports

Oil Exports
(10%)

Non-0il Oil Revenue
Sectors (40%)
(88%)

Oil Sector
(12%)

Why:

This visually highlights an the core problem of Nigeria's lop-sided dependence on oil.

2. HISTORY OF PETROLEUM IN NIGERIA
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Discovery: Oil was first discovered in commercial quantities in 1956 at Oloibiri (in modern-day
Bayelsa State) by Shell-BP.

First Export: Nigeria made its first shipment of crude oil in 1958.

The "Boom": Nigeria joined OPEC in 1971. The 1970s (especially after the 1973 Yom Kippur
War) saw global oil prices skyrocket. This was Nigeria's "Oil Boom" era, a time of massive
government wealth and spending.

The Shift: Before oil, Nigeria's economy was diversified and driven by agriculture (groundnuts,
palm oil, cocoa). The oil boom caused these sectors to be abandoned, and oil quickly became the

dominant force.

3. CONTRIBUTIONS TO THE NIGERIAN ECONOMY

This is the most crucial concept to understand. Oil's contribution is lop-sided.

1. Contribution to GDP (The "Size'" of the Economy):

Relatively SMALL. The oil and gas sector itself typically contributes only about 8-12% of
Nigeria's total GDP.

Why? Because GDP measures all economic activity. Sectors like Services (telecoms, banking,
Nollywood), Agriculture, and Trade are much larger parts of the daily economic activity in
Nigeria.

2. Contribution to Government Revenue:

Extremely LARGE. Oil accounts for the vast majority (often 70-90%) of all money the federal
government has to spend.

Why? The government collects revenue from profit taxes, royalties, and direct sales of NNPC's
oil.

3. Contribution to Export Earnings (Foreign Exchange):

Overwhelmingly DOMINANT. Oil accounts for over 90% of all the foreign currency (e.g., US

Dollars) that Nigeria earns.
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The Core Problem: The government's budget and the country's entire supply of foreign
currency are dependent on this one, volatile commodity, even if it's not the largest "employer" or

"activity" (GDP) sector.

[Image of three pie charts side-by-side:

. Nigeria's GDP: Show 'Services' (50%), 'Agric' (25%), 'Oil' (10%), 'Other' (15%).
. Nigeria's Govt. Revenue: Show 'Oil' (80%), 'Non-Oil' (20%).
. Nigeria's Exports: Show 'Oil' (90%+), "Non-Oil' (<10%).

... This visual makes the point perfectly.]

4. PROBLEMS ASSOCIATED WITH DEPENDENCE ON OIL

The "Resource Curse" / ""Dutch Disease'':

The Paradox: The observation that countries with vast natural resource wealth (like oil or
diamonds) often have worse economic development, more corruption, and more conflict than
countries with few resources.

"Dutch Disease': This is the economic part of the curse.

Step 1: Massive oil exports bring in huge amounts of foreign currency (USD).

Step 2: This high demand for the Naira (to buy oil) makes the Naira "strong" (overvalued).
Step 3: A strong Naira kills other sectors:

Agriculture/Manufacturing: It makes Nigeria's other exports (like cocoa or textiles) too
expensive for foreigners to buy.

Imports: It makes imported goods (like rice, cars, toothpicks) artificially cheap.

Result: The non-oil sectors (farming, manufacturing) are abandoned and cannot compete.

. Price Volatility and Instability:

The global price of oil goes up and down wildly. Since Nigeria's budget is 80% oil-based, the
government's plans are thrown into chaos every time the price crashes. This "boom and bust"

cycle makes long-term planning impossible.

Corruption and "Rent-Seeking':
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Oil wealth is "easy money." It's not earned through productive work; it's extracted. This creates a
"rent-seeking" culture where people fight to get a "slice of the national cake" (e.g., via oil
contracts, subsidies) rather than trying to "bake a new cake" (e.g., by starting a new business).
This fuels massive corruption.

Neglect of Other Sectors: As mentioned (Dutch Disease), agriculture and manufacturing were
abandoned.

Environmental Degradation: Decades of oil spills, gas flaring, and pollution in the Niger Delta
have destroyed farmland, fisheries, and local livelihoods, leading to poverty, conflict, and social

unrest.

5. DIVERSIFICATION STRATEGIES (THE WAY OUT)

Diversification is the process of shifting the economy away from dependence on oil and

developing other productive sectors.

1. Agriculture (Agro-processing):

Move from subsistence farming to commercial, mechanised farming.

Focus on the value chain: Don't just export raw cocoa; process it into chocolate. Don't just
export raw tomatoes; process them into paste.

2. Manufacturing and Industry:

Create Special Economic Zones (SEZs) with reliable power and security to attract investment in

light manufacturing (e.g., textiles, assembly).

3. The "New" Economy (Services):

This is already a huge success story. Nigeria should build on it.

ICT/FinTech: (e.g., Paystack, Flutterwave)

Entertainment: (Nollywood and Afrobeats are major global exports).

4. Solid Minerals:

Develop Nigeria's other vast mineral reserves (gold, lithium, tin, etc.) in a transparent and
sustainable way (to avoid repeating the mistakes of oil).

Key Enablers: None of this can happen without:
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Fixing the power (electricity) sector.
Investing in infrastructure (roads, ports).

Fixing Human Capital (education, health).

6. ASSESSMENT (WEEK 10)

EVALUATION QUESTIONS (IN-CLASS)

. Where and when was oil first discovered in commercial quantities in Nigeria?
. Explain the difference between oil's contribution to GDP and its contribution to government

revenue.

. What is the "Resource Curse"?

. List three major problems (besides corruption) associated with Nigeria's dependence on oil.

. What is "economic diversification"?

ASSIGNMENT QUESTIONS (TAKE-HOME)

"Crude oil has been more of a curse than a blessing to Nigeria." Discuss this statement, providing
strong arguments for both sides.
. Explain the concept of "Dutch Disease" step-by-step, using Nigeria's agriculture and

manufacturing sectors as examples.

. Why is Nigeria's economy so vulnerable to volatility in global oil prices?
. Propose a detailed, practical strategy for diversifying the Nigerian economy in one of the
following sectors: (a) Agriculture or (b) Information Technology.

. Analyze the environmental and social impacts of oil exploration in the Niger Delta region.
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WEEK 11: REVISION

(This week is for a comprehensive review of all topics from Week 1 to Week 10 in preparation for

the First Term Examination.)
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SS2 ECONOMICS LESSON NOTES

SECOND TERM

WEEK 1: MANUFACTURING AND CONSTRUCTION SERVICE INDUSTRIES ks

1. INTRODUCTION: THE SECONDARY SECTOR

This week, we move beyond agriculture (Primary Sector) to look at the Secondary Sector of the
economy. This sector is the "engine" of industrialisation, responsible for turning raw materials
into finished products. We will focus on two of its most important components: the

Manufacturing Industry and the Construction Industry.

Inputs ——> Completed Structure

MANUFACTURING CONSTRUCTION
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2. THE MANUFACTURING INDUSTRY

A. Meaning

The Manufacturing Industry involves the process of transforming raw materials and
intermediate goods into finished goods using machinery, tools, and human labour. It is the core

of industrial activity.

Examples: A textile mill turning cotton (raw material) into fabric (finished good). A food
processing plant turning tomatoes (raw material) into tomato paste (finished good). A car

assembly plant turning various parts (intermediate goods) into a car (finished good).

B. FEATURES OF THE MANUFACTURING INDUSTRY

It is a secondary economic activity.

It involves mass production in a factory or plant setting.

It is capital-intensive, requiring significant investment in machinery and technology.

It creates tangible products (goods you can touch).

It has strong linkages to other sectors (it buys from the primary sector and sells to the tertiary

sector).

C. IMPORTANCE OF THE MANUFACTURING INDUSTRY

Job Creation: It provides large-scale employment for a wide range of skills, from factory
workers to engineers and managers.

Contribution to GDP: It significantly increases the nation's total output (Gross Domestic
Product).

Reduces Import Dependence: By producing goods locally, a country saves valuable foreign
exchange that would have been used for imports.

Promotes Linkages: It stimulates growth in other sectors. For example, a food processing
industry creates a ready market for farmers (primary sector) and transport companies (tertiary

sector).
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Foreign Exchange Earner: Manufactured goods can be exported, earning foreign currency for
the nation.
Skill Development: It serves as a training ground for developing technical, managerial, and

engineering skills in the workforce (Human Capital Development).

D. PROBLEMS OF THE MANUFACTURING INDUSTRY IN NIGERIA

Epileptic Power Supply (Electricity): This is the number one problem. Most manufacturers
are forced to rely on expensive diesel generators, which dramatically increases their production
costs and makes them uncompetitive.

Poor Infrastructure: Bad roads, congested ports, and poor rail systems make it difficult and
expensive to transport raw materials and finished goods.

Lack of Finance/Credit: High interest rates and difficulty in securing long-term loans from
banks make it hard for businesses to start or expand.

Intense Foreign Competition: Cheap, often subsidized, goods from other countries (especially
China) flood the Nigerian market, making it hard for local producers to compete. This includes
the problem of dumping.

Inconsistent Government Policies: Sudden changes in tariffs, import bans, or tax laws create
uncertainty and discourage long-term investment.

Scarcity of Skilled Labour: A "skills mismatch" means there is a lack of qualified technicians

and engineers to operate modern machinery.

3. THE CONSTRUCTION INDUSTRY

A. Meaning

The Construction Industry is a branch of the secondary sector concerned with the planning,

design, and building of physical infrastructure and structures.

Examples: Roads, bridges, dams, railways, airports, houses, schools, hospitals, and office

complexes.
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B. Features of the Construction Industry

It is project-based, with each project being unique (e.g., building one bridge is different from
building another).

Work is done on-site, not in a factory.

It is capital-intensive, requiring huge sums of money.

It has a long gestation period (projects take a long time to complete).

It is a major indicator of a country's economic health (a boom in construction signals a growing

economy).

C. Importance of the Construction Industry

Creates the "Backbone" for the Economy: It provides the essential infrastructure (roads,
power, ports) that a/l other industries need to function.

High Employment Generator: It is very labour-intensive, employing a large number of both
skilled (engineers, architects) and unskilled workers.

Indicator of Economic Growth: A high level of construction activity is a strong sign that a
country is developing and investing in its future.

Stimulates Demand: It creates a massive demand for materials from other industries (cement,
steel, wood, glass), boosting the manufacturing sector.

Provides Social Amenities: It builds the schools, hospitals, and housing that improve the quality

of life for citizens.

D. Problems of the Construction Industry in Nigeria

High Cost of Materials: The prices of essential materials, particularly cement, are often very
high and volatile.

Corruption: This sector is prone to corruption, with practices like contract inflation, kickbacks,
and the use of substandard materials to cut costs.

Project Abandonment: Many government-funded projects are started and then abandoned due
to changes in administration, lack of funds, or corruption.

Lack of Skilled Artisans: There is a shortage of well-trained plumbers, electricians, masons,

and welders.
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. Funding Issues: Government projects often face delays in payment, while private developers

struggle with high interest rates.

4. ASSESSMENT (WEEK 1)

EVALUATION QUESTIONS (IN-CLASS)

. Define the manufacturing industry and give two local examples.

. What is the construction industry?

. List three key features of the manufacturing industry.

State three reasons why the construction industry is vital for economic development.

. What is widely considered the number one problem facing manufacturers in Nigeria?

ASSIGNMENT QUESTIONS (TAKE-HOME)

"The manufacturing industry is the true engine of economic growth." Discuss this statement,

highlighting five major contributions of the sector.
. Explain four major problems hindering the growth of the construction industry in Nigeria.

Compare and contrast the manufacturing industry and the construction industry using the

following criteria:

(a) Location of work

(b) Nature of output

(¢) Production process

"A 'boom' in the construction industry is a sign of a healthy economy." Explain this statement.

. As Nigeria's Minister of Industry, propose a realistic three-point plan to solve the problems of

the manufacturing sector.
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WEEK 2: AGENCIES THAT REGULATE THE FINANCIAL MARKETS g
1. INTRODUCTION: WHY REGULATE?

Imagine a football match with no referee, no rules, and no lines on the field. It would be chaos.
The Financial Market is similar. It's the "field" where money and financial assets (like stocks,
bonds) are traded. Without rules and referees, people's savings would be stolen, banks would

collapse, and the entire economy would fail.

This week, we introduce the concept of financial regulation and the "referees" (agencies) that

enforce the rules to protect everyone.

AGENCIES THAT REGULATE FINANCIAL MARKETS

NAICOM

STOCKBROKERS INSURANCE

COMPANIES

FINANCIAL MARKET

E
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—
—
S
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R
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2. OVERVIEW OF FINANCIAL MARKETS

A Financial Market is any marketplace where the trading of securities (financial assets) occurs.
It is the system that connects lenders (people with surplus money) to borrowers (people who

need money).
It is broadly divided into two:

The Money Market:

What: The market for short-term loans and assets (less than one year).
Instruments: Treasury Bills, Commercial Papers, Bankers' Acceptances.
Purpose: Managing day-to-day liquidity.

The Capital Market:

What: The market for long-term funds and assets (more than one year).
Instruments: Stocks (Shares) and Bonds.

Purpose: Funding long-term investments (e.g., building a factory, government projects).

3. THE NEED FOR REGULATION

Regulation is necessary to:

Protect Investors and Depositors: To ensure that the public (small investors and people with
bank accounts) are not cheated, defrauded, or exploited.

Ensure Financial Stability: To prevent the collapse of banks and other financial institutions,
which could trigger a wider economic crisis (a "systemic risk").

Maintain Confidence: To make people feel safe putting their money in banks and investing in
the stock market. If confidence is lost, the system fails.

Prevent Financial Crimes: To stop fraud, market manipulation, and the use of the financial

system for illegal activities like money laundering.
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. Ensure Transparency: To make sure companies and banks provide clear, accurate, and timely

information to the public.

4. TYPES OF REGULATORY AGENCIES

There are three main categories of "referees" in Nigeria's financial system:

Statutory Regulators (Apex Regulators):

Who: These are powerful government agencies created by an Act of Parliament (law). They
have the full force of the law to create rules, monitor institutions, and punish offenders.
Examples:

Central Bank of Nigeria (CBN) - Regulates all banks.

Securities and Exchange Commission (SEC) - Regulates the capital market.

Nigeria Deposit Insurance Corporation (NDIC) - Insures bank deposits.

National Insurance Commission (NAICOM) - Regulates the insurance industry.
Self-Regulatory Organisations (SROs):

Who: These are market participants (not government) that are given the power to regulate
themselves and their members to ensure orderly business.

Example:

The Nigerian Exchange Group (NGX) (formerly Nigerian Stock Exchange): It's the
marketplace for stocks, and it sets rules for companies that want to list and for brokers who want
to trade.

Government Policy Bodies:

Who: These bodies set the overall economic policy and direction that the regulators must follow.
Example:

Federal Ministry of Finance: This ministry is in charge of the nation's Fiscal Policy (budgeting,

taxes, spending) and has supervisory authority over many financial agencies.

5. ASSESSMENT (WEEK 2)

EVALUATION QUESTIONS (IN-CLASS)
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. What is a financial market?

. Differentiate between the "Money Market" and the "Capital Market."
State four main reasons why the financial market needs to be regulated.
. What is a "Statutory Regulator"? Give one example.

. What is a "Self-Regulatory Organisation (SRO)"? Give the main example in Nigeria.

ASSIGNMENT QUESTIONS (TAKE-HOME)

"A financial system without regulation is like a football match without a referee." Explain this

analogy in detail, highlighting the specific roles a regulator plays.
. What is "Systemic Risk," and how do regulatory agencies help to prevent it?

. Distinguish clearly between the functions of the Money Market and the Capital Market. Provide

two examples of instruments traded in each.
. List the three main types of regulatory agencies and briefly explain the role of each.

. Research: What is the main difference between "investor protection" and "depositor protection"?

(Hint: Think about stocks vs. savings accounts).
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WEEK 3: FUNCTIONS AND ROLE OF REGULATORY AGENCIES () &

1. INTRODUCTION

This week, we take a deep dive into the "big three" statutory regulators. These are the most

powerful agencies responsible for the day-to-day stability and safety of Nigeria's financial

system: the CBN, the NDIC, and the SEC.

2. THE CENTRAL BANK OF NIGERIA (CBN)

The CBN is the Apex Regulator of the Nigerian financial system. It is the "banker's bank" and

the "government's bank."

A. FUNCTIONS OF THE CBN
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Monetary Policy Management: This is its most important job. The CBN controls the supply of
money and credit in the economy to achieve macroeconomic goals (like controlling inflation and
promoting growth).

Tools:

Open Market Operations (OMO): Buying or selling government securities to inject or remove
money.

Monetary Policy Rate (MPR): The "benchmark" interest rate that signals its policy stance.
Cash Reserve Ratio (CRR): The percentage of deposits banks must keep with the CBN.
Banker and Financial Adviser to the Government: It manages the government's accounts,
receives revenue, and makes payments. It also issues and manages public debt (like Treasury
Bills) on the government's behalf.

Banker to other Banks (Lender of Last Resort): It provides accounts for commercial banks.
Critically, if a bank faces a short-term liquidity crisis, it can borrow from the CBN as a "lender
of last resort."

Issuance and Management of Currency: The CBN is the on/y body legally allowed to print
and issue the Naira.

Management of Foreign Reserves: It holds and manages Nigeria's official reserves of foreign
currencies (USD, GBP, etc.) to stabilize the exchange rate and pay for imports.

Banking Supervision: It licenses, supervises, and examines all banks in Nigeria to ensure they

are safe, sound, and following the rules.

B. IMPORTANCE AND CHALLENGES

Importance: The CBN is crucial for macroeconomic stability, controlling inflation, and
ensuring the safety and soundness of the entire banking system.

Challenges: Balancing the conflicting goals of fighting inflation (which requires high interest)
and promoting growth (which requires low interest); managing the Naira's exchange rate; and

political interference.

3. NIGERIA DEPOSIT INSURANCE CORPORATION (NDIC)
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The NDIC is the "protector" of bank depositors. Its main job is to build confidence in the

banking system.
A. FUNCTIONS OF THE NDIC

. Deposit Guarantee (Insurance): This is its core function. The NDIC insures bank deposits (e.g.,
savings and current accounts) up to a certain maximum amount (currently N500,000 for
commercial banks). If a bank fails, the NDIC pays the depositors their insured money back.

. Banking Supervision: It works with the CBN to supervise banks and ensure they are managed
prudently.

. Failure Resolution (Bank Liquidation): When a bank is deemed to have failed beyond saving,
the NDIC is appointed as the "liquidator." It takes over the bank, sells its assets, and uses the

money to pay back depositors and other creditors.
B. IMPORTANCE AND CHALLENGES

Importance: The NDIC's guarantee prevents bank runs (panic withdrawals by the public) and
maintains public confidence in the banking system, which is essential for stability.
Challenges: Recovering assets from the directors of failed banks; the "moral hazard" problem

(banks might take more risks knowing their depositors are insured).

4. SECURITIES AND EXCHANGE COMMISSION (SEC)

The SEC is the Apex Regulator of the Capital Market. It is the "capital market police."

A. FUNCTIONS OF THE SEC

. Investor Protection: This is its primary mandate. It protects investors from fraud, deception,
and unfair practices.
. Regulation of the Market: It registers, regulates, and supervises all capital market operators,

including the stock exchange (NGX), stockbrokers, and issuing houses.
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. Registration of Securities: Any company that wants to sell shares or bonds to the public mus?
first register the securities with the SEC and provide a detailed prospectus (information
document).

. Market Development: It works to develop the capital market by introducing new products,
educating investors, and promoting transparency.

. Enforcement: It investigates market abuses (like insider trading) and enforces securities laws,

with the power to fine or ban operators.

B. IMPORTANCE AND CHALLENGES

Importance: The SEC ensures a fair, transparent, and orderly capital market. This fairness is
necessary to attract both local and foreign investment.
Challenges: Regulating complex new financial products (e.g., FinTech, cryptocurrencies); low

investor literacy; and enforcing rules against powerful individuals.

5. ASSESSMENT (WEEK 3)

EVALUATION QUESTIONS (IN-CLASS)

. What is the "Monetary Policy Rate" (MPR), and which agency sets it?

. What is the primary function of the NDIC?

. Who is the "Lender of Last Resort," and what does this mean?

. What is the primary mandate of the SEC?

. A bank has just failed. Which agency is responsible for paying back insured depositors?
ASSIGNMENT QUESTIONS (TAKE-HOME)

. Explain three key tools the CBN uses to manage Monetary Policy.
Differentiate clearly between the roles of the CBN and the NDIC in handling a failing bank.

. What is "Insider Trading," and which agency is responsible for fighting it?
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"The NDIC's existence is more important for public confidence than for the actual money it
pays." Do you agree or disagree? Explain your reasoning.
Compare the regulatory focus of the CBN with that of the SEC. (Hint: What markets, institutions,

and people does each one protect?)
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WEEK 4: FUNCTIONS AND ROLE OF REGULATORY AGENCIES (1) 2
1. INTRODUCTION

This week, we conclude our look at the regulatory landscape by examining three other key
players: the market operator (NGX), the regulator for the insurance sector (NAICOM), and the
government's policy heavyweight (Ministry of Finance).

2. THE NIGERIAN EXCHANGE GROUP (NGX)

Note: This was formerly known as The Nigerian Stock Exchange (NSE).

What it is: The NGX is not a government regulator like the SEC or CBN. It is a Self-
Regulatory Organisation (SRO). It is the marketplace itself—a company that provides the
platform for buying and selling stocks and bonds.

A. FUNCTIONS AND ROLES OF THE NGX

. Provides a Marketplace: Its primary function is to operate a trading floor (now mostly
electronic) where securities (stocks, bonds) can be bought and sold efficiently.

Sets Listing Requirements: Before a company can "go public" and have its shares traded on the
exchange, it must meet the NGX's strict requirements (e.g., regarding profitability, transparency,
and company size).

. Market Self-Regulation: It sets and enforces rules of conduct for its trading members (the
stockbroking firms). This ensures orderly and ethical trading.

. Price Discovery: The constant buying and selling on the NGX determines the fair market price
of a company's shares.

. Provides Market Data: It disseminates real-time information on share prices and company

performance to the public.

Key Distinction: The SEC regulates the entire capital market (including the NGX itself). The

NGX regulates its own trading platform and its members.
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3. NATIONAL INSURANCE COMMISSION (NAICOM)

NAICOM is the Apex Regulator for the Insurance Industry. It is to insurance what the CBN is
to banking or the SEC is to the capital market.

A. FUNCTIONS AND ROLES OF NAICOM

. Regulates and Supervises: It is the "chief umpire" of the insurance sector, setting rules and
monitoring all insurance and reinsurance companies.

. Licensing: It has the sole power to /icense new insurance companies, brokers, and agents.

. Protection of Policyholders: This is its primary goal. It ensures that insurance companies are
financially healthy and able to pay claims when they are due.

. Ensures Solvency: It sets "solvency margins" (the minimum amount of capital an insurance
company must hold) to make sure they don't go bankrupt.

. Approves New Products: Any new insurance policy (e.g., a new type of car or health insurance)

must be approved by NAICOM.

4. THE FEDERAL MINISTRY OF FINANCE (FMOF)

The FMoF is not a market regulator in the same way as the others. It is the central policy-

making arm of the Federal Government for all economic and financial matters.
A. FUNCTIONS AND ROLES OF THE FMOF

. Fiscal Policy Management: This is its core role. The Ministry (led by the Minister of Finance)
is responsible for designing and implementing the government's taxing and spending plan (the
Federal Budget).

. Management of Public Finances: It manages all of the Federal Government's revenue (from
taxes, oil, etc.) and expenditure.

. Public Debt Management: It is responsible for managing Nigeria's domestic and external debts

(e.g., borrowing from the World Bank, issuing bonds).
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Supervision of Financial Agencies: The Ministry has policy oversight over many of the
financial institutions, including the CBN, SEC, and NDIC, and is the "parent" ministry for many
of them.

. Financial and Economic Policy Formulation: It develops the overall economic strategy and

policies for the nation.

5. ASSESSMENT (WEEK 4)

EVALUATION QUESTIONS (IN-CLASS)

. What is the new name for the Nigerian Stock Exchange (NSE)?
. Is the NGX a statutory regulator or a Self-Regulatory Organisation (SRO)?

. What is the primary function of NAICOM?
. What is the core function of the Federal Ministry of Finance?
. A company wants to sell its shares to the public. Which agency's listing requirements must it

meet to be traded?

ASSIGNMENT QUESTIONS (TAKE-HOME)

. Explain the key differences in the roles of the SEC and the NGX in regulating the capital market.
"The Federal Ministry of Finance deals with Fiscal Policy while the Central Bank deals with
Monetary Policy." Explain this statement in detail.

. Why is it important for an agency like NAICOM to exist? What would happen if the insurance

industry was unregulated?

. What is the "Federal Budget," and which of the agencies we studied this week is responsible for

preparing and managing it?

Compare the "customer" that each agency protects:
(a) NDIC

(b) SEC

(c) NAICOM
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WEEK 5: MIDTERM EXAMINATION

(This week is for the examination based on the content from Weeks 1-4.)
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WEEK 6: INTERNATIONAL TRADE ®
1. INTRODUCTION

Why doesn't Nigeria grow its own iPhones? Why does Japan buy crude oil from Nigeria? The
answer is International Trade—the exchange of goods and services between countries. No
country is self-sufficient. Trade allows nations to specialize in what they do best, leading to

greater efficiency and a higher standard of living for all.

INTERNATIONAL TRADE:
COMPARATIVE ADVANTAGE
Good X Good Y
per Hour (ee. T-Shirts)
10 Laptops 20 Thirts
20 Laptops T-Shirts
Country A (e1-Shirts
Opportunity Cost [ Opportunity Cost |
1 Laptop = 2 T-Shirts 1 Taptop = 0.5 T-Shirt
1 Laptop = 0.5 T-Shirt | | 1 T-Shirt = 0.5 T-Shirt :
Lower opportunity cost = Lower opportunity cost =
Comparative Advantage .. 2 Laptops)
Country A Country B
A S
@;I;] JZ[ Exports Good X (Laptops) ﬁ
MUTUAL BENEFIT THROUGH

SPECIALIZATION & TRADE
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2. MEANING AND TYPES

International Trade: The exchange (export and import) of goods and services across
international borders.

Types:

Bilateral Trade: Trade between two countries (e.g., a trade deal between Nigeria and Ghana).
Multilateral Trade: Trade among three or more countries (e.g., trade under the World Trade

Organisation (WTO) or ECOWAS).

3. IMPORTANCE OF INTERNATIONAL TRADE (WHY WE TRADE)

. Access to Goods and Services: It allows a country to consume goods that it cannot produce at
all (e.g., Nigeria cannot grow apples) or cannot produce efficiently.

Source of Foreign Exchange: Exports (selling goods abroad) are the primary way a country
earns foreign currency (like USD) needed to pay for its imports.

Specialization: Trade allows countries to specialize in producing what they are best at (see
theories below), leading to greater global efficiency and output.

Larger Market and Economies of Scale: It gives producers access to a global market, not just
a local one. This allows them to mass-produce at a lower average cost (economies of scale).
Job Creation: The export sector can create millions of jobs (e.g., in manufacturing, logistics,
and agriculture).

International Cooperation: It fosters political, cultural, and social links between countries.

4. PROBLEMS OF INTERNATIONAL TRADE

Trade Barriers: Countries often impose tariffs (taxes on imports) or quotas (limits on imports)
to protect their local industries, which restricts free trade.

Exchange Rate Volatility: Fluctuations in the value of the Naira can make imports suddenly
more expensive or exports less profitable.

Dumping: This is when a foreign country sells its goods in Nigeria at a price below its cost of

production, destroying local industries.
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Over-specialization: A country that specializes in only one product (like Nigeria and oil)
becomes extremely vulnerable to changes in the global price of that product.
. Infant Industry Argument: New, "infant" industries in Nigeria cannot compete with large,

established "adult" industries from abroad. They need protection to grow.

5. THEORIES OF INTERNATIONAL TRADE

A. THE THEORY OF ABSOLUTE ADVANTAGE (ADAM SMITH)

Concept: A country has an absolute advantage if it can produce more of a good (or produce the
same amount with fewer resources) than another country.

Principle: Countries should specialize in and export the goods for which they have an absolute
advantage.

Example:

Country | Units of Cocoa (per worker) | Units of Laptops (per worker)

Ghana 20 2

Japan 5 10

Analysis: Ghana is more efficient at producing cocoa (20 > 5). Japan is more efficient at
producing laptops (10 > 2).
Conclusion: Ghana should produce only cocoa, and Japan should produce only laptops. They

should then trade.

B. The Theory of Comparative Advantage (David Ricardo)

This is the most important theory. What if one country is better at everything?

Concept: A country has a comparative advantage in producing a good if it can produce that
good at a lower opportunity cost than another country.

Opportunity Cost: What you give up to produce something else.

Principle: Countries should specialize in and export the goods for which they have the lowest

opportunity cost, even if they have no absolute advantage.
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Example:

Country | Units of Wheat (per day) | Units of Cloth (per day)

Nigeria 6 2

Chad 1 1

Analysis: Nigeria has an absolute advantage in both goods (6 > 1 and 2 > 1). Should they trade?
Yes!
Step 1: Find the Opportunity Cost
Nigeria: To produce 6 Wheat, it gives up 2 Cloth.
= Opp. Cost of 1 Wheat =2/6 = 0.33 Cloth
=  Opp. Cost of 1 Cloth = 6/2 =3 Wheat

Chad: To produce 1 Wheat, it gives up 1 Cloth.
= Opp. Cost of 1 Wheat = 1 Cloth

= Opp. Cost of 1 Cloth =1 Wheat
Step 2: Compare the Opportunity Costs
Wheat: Who has the lower cost? Nigeria (0.33 Cloth) < Chad (1 Cloth).
Cloth: Who has the lower cost? Chad (1 Wheat) < Nigeria (3 Wheat).
Step 3: Conclude Specialization
Nigeria should specialize in Wheat.
Chad should specialize in Cloth.
Result: By specializing and trading, both countries will be able to consume more than they could

on their own.

6. ASSESSMENT (WEEK 6)

EVALUATION QUESTIONS (IN-CLASS)

. Define International Trade and list its two main types.

State three major benefits of international trade for Nigeria.

. What is "Dumping"?
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. What is the key difference between Absolute Advantage and Comparative Advantage?

. According to Adam Smith, a country should specialize in a good for which it has an... ?

ASSIGNMENT QUESTIONS (TAKE-HOME)

"Over-specialization in crude oil is the main danger of international trade for Nigeria." Discuss

this statement.
. Explain the "Infant Industry" argument. Why might a government use a tarift?

. Use the data below to answer the questions:

Country Units of Rice (per acre) | Units of Beans (per acre)

Country A 40 10

Country B 20 5

(a) Which country has the Absolute Advantage in Rice? In Beans?

(b) Calculate the Opportunity Cost of 1 unit of Rice for both countries.

(c) Calculate the Opportunity Cost of 1 unit of Beans for both countries.

(d) Which country has the Comparative Advantage in Rice? In Beans?

(e) Can these two countries benefit from trade? Why or why not?

. Explain three non-tariff barriers that can be used to restrict international trade.

. What is the role of the World Trade Organisation (WTO)? (Requires brief research).
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WEEK 7: MIDTERM BREAK

(No classes scheduled.)
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WEEK 8: ECONOMIC GROWTH AND DEVELOPMENT 24 VS. g
1. INTRODUCTION

Are "growth" and "development" the same thing? We often hear them used together, but in
economics, they mean very different things. It is possible for a country's economy to grow, while

its people remain poor. This concept is the key to understanding Nigeria's economic story.

Economic Growth vs.
Economic Development

ECONOMIC GROWTH ECONOMIC DEVELOPMENT

Focus: Pie Size Only!

( \

Increase in GDP / Output

Improvement in Living
Standards & Well-being

2. MEANING OF ECONOMIC GROWTH

e Definition: Economic Growth is a quantitative measure. It is the increase in a country's total

output of goods and services over a period of time.
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How it's measured: It is measured by the percentage increase in Real Gross Domestic Product
(Real GDP). "Real" means it has been adjusted for inflation.

Analogy: Economic Growth means the size of the economic "pie" is getting bigger.

Example: If Nigeria's Real GDP was N100 trillion last year and N103 trillion this year, the

economic growth rate is 3%.

3. MEANING OF ECONOMIC DEVELOPMENT

Definition: Economic Development is a qualitative measure. It is a much broader concept that
refers to the improvement in the overall quality of life and well-being of a nation's citizens.
What it includes: Economic development includes economic growth plus...

Improved living standards (better housing, food, etc.).
Improved education and literacy rates.

Improved healthcare and higher life expectancy.
Lower poverty and unemployment rates.

Greater political freedom and human rights.

Access to clean water and sanitation.

Analogy: Economic Development is not just about the size of the pie, but about how the pie is

shared and whether it is making people's lives tangibly better.

4. THE DISTINCTION: GROWTH VS. DEVELOPMENT

Feature Economic Growth Economic Development
Quantitative o ‘ ‘

Concept Qualitative (Quality of Life)
(Numbers)

Focus Increase in Real GDP. Improvement in well-being.
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Feature Economic Growth Economic Development
% change in Real Human Development Index (HDI), literacy, infant
Measure )
GDP. mortality.
Scope Narrow Broad
Example || The "size" of the pie. The "sharing" and "benefit" of the pie.
THE KEY RELATIONSHIP:

You can have Growth without Development. This is the classic "Nigerian problem." During
the oil boom of the 1970s, Nigeria's GDP grew rapidly, but the money did not translate into
better schools, hospitals, or roads for the average person. The "pie" got bigger, but only a few
people ate it.

You cannot have Development without Growth. It is impossible to improve the quality of life
for everyone (build schools, pay doctors) if the economy is not growing and generating the

wealth to pay for it.

Conclusion: Economic Growth is a necessary condition for development, but it is not a

sufficient one.

5. INDICATORS OF ECONOMIC DEVELOPMENT

Since GDP is not enough, economists use other measures:

Human Development Index (HDI): The UN's index that combines Income (GNI per capita),
Health (Life Expectancy), and Education (Years of Schooling) into a single number.

Infant Mortality Rate: The number of babies who die before their first birthday (per 1,000
births).

Literacy Rate: The percentage of the adult population that can read and write.

Access to Clean Water/Sanitation: A basic measure of public health.
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6. PROBLEMS AND STRATEGIES FOR PROMOTING DEVELOPMENT

Problems (Obstacles to Development):

Corruption: Steals the money meant for development.

Poor Infrastructure: Especially power (electricity), which cripples all industries.
Weak Institutions / Bad Governance: Inconsistent policies and weak rule of law.
Over-dependence on a single commodity (QOil).

Poor Human Capital: A poorly educated and unhealthy workforce is unproductive.

Strategies (How to achieve Development):

. Investment in Human Capital: Massively fund and reform the education and healthcare

sectors.

Investment in Infrastructure: Build reliable power, roads, and ports.

Diversification of the Economy: Move away from oil and support agriculture, manufacturing,
and technology.

Fighting Corruption: Ensure transparency and accountability in government spending.

Good Governance: Create a stable, predictable, and business-friendly environment.

7. ASSESSMENT (WEEK 8)

EVALUATION QUESTIONS (IN-CLASS)

. Define Economic Growth.

Define Economic Development.

What is the main indicator used to measure Economic Growth?
What is the Human Development Index (HDI), and what three things does it measure?

Is it possible to have Economic Growth without Economic Development? Briefly explain.

ASSIGNMENT QUESTIONS (TAKE-HOME)
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"Economic Growth is a necessary, but not sufficient, condition for Economic Development."

Explain this statement in your own words, using Nigeria as an example.

List and explain three major obstacles to economic development in Nigeria.

Propose a realistic three-point strategy for the Nigerian government to promote t7ue economic
development.

What is the difference between Real GDP and Nominal GDP? Why is Real GDP a better
measure of growth?

If a country's Real GDP grows by 5%, but its population grows by 5% in the same year, has the

average citizen become richer? Explain your answer. (Hint: Think about GDP per capita).
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WEEK 9: BALANCE OF PAYMENTS (BOP) &
1. INTRODUCTION

How does a country keep track of all the money that flows in and ous? When Nigerians import
cars from Japan, money flows out. When Nigeria exports crude oil, money flows in. When a

Nigerian living in the USA sends money home (remittances), money flows in.

The Balance of Payments (BOP) is a country's official scorecard. It is a systematic record of a//
economic transactions between the residents of one country and the rest of the world over a

specific period (usually a year).

BALANCE OF PAYMENTS:
THE LEAKING BUCKET MODEL

A e

Profit

Repatiration Imports

Debt Servicing

Foreign Reserves

‘ BOP Deficit

If outlows > inlows, Foreign Reserves fall

2. COMPONENTS OF THE BALANCE OF PAYMENTS
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The BOP account is divided into three main sections. All transactions are recorded using

double-entry bookkeeping (a Credit and a Debit).

Credit (+): Any transaction that leads to money flowing IN (e.g., exports, foreign investment).

Debit (-): Any transaction that leads to money flowing OUT (e.g., imports, paying foreign debt).

A. The Current Account (The Main Account)

This records trade in goods, services, income, and transfers.

. Balance of Trade (Visible Balance):

Exports of physical Goods (Crude Oil, Cocoa) (+)

Imports of physical Goods (Cars, Phones, Petrol) (-)

. Balance of Services (Invisible Balance):

Exports of Services (e.g., a foreign tourist paying a Nigerian hotel) (+)

Imports of Services (e.g., a Nigerian paying for shipping on a foreign ship) (-)

. Net Income:

Income earned by Nigerians from abroad (e.g., profit from a Nigerian-owned factory in Ghana)
(+)

Income paid to foreigners (e.g., profit sent home by MTN to South Aftrica) (-)

. Net Current Transfers:

Money transferred o Nigeria (e.g., Remittances from diaspora, foreign aid) (+)

Money transferred out of Nigeria (e.g., Nigeria sending aid to another country) (-)

Balance of Trade (BOT) = Exports of Goods - Imports of Goods

Current Account Balance = BOT + Balance of Services + Net Income + Net Transfers

B. The Capital Account

This is a minor account that records non-financial transfers, like debt forgiveness and the transfer

of non-financial assets (e.g., patents, copyrights).
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C. The Financial Account

This records the flows of money for investment purposes.

. Foreign Direct Investment (FDI):
Foreigners making long-term investments in Nigeria (e.g., building a factory) (+)

Nigerians making long-term investments abroad (-)

. Portfolio Investment:

Foreigners buying "paper" assets like Nigerian stocks or bonds (short-term) (+)
Nigerians buying foreign stocks (-)

Other Investments: Includes all other financial flows, like government loans.

In theory, the sum of all three accounts must be zero (BOP = Current + Capital + Financial

=0).

3. BOP DISEQUILIBRIUM

This is when the accounts don't balance naturally.

BOP Surplus: (Credits > Debits). More money is flowing in than out. This is good, as it means
the country is building up its foreign reserves.

BOP Deficit: (Debits > Credits). More money is flowing out than in. This is a problem. It
means the country is spending more foreign currency than it earns, which depletes its foreign

Iréserves.

4. CAUSES OF BOP DISEQUILIBRIUM (DEFICIT)

Why would a country have a deficit? (This is Nigeria's typical situation).

. High Import Dependence: A high propensity to import foreign consumer goods (cars, phones,

clothes).
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Low/Un-diversified Export Base: Heavy reliance on one export product (oil). If the price of oil
crashes, Nigeria's export earnings collapse.

Capital Flight: Large-scale (often illegal) movement of money out of the country by politicians
and investors due to instability or corruption.

High External Debt Servicing: Using a large amount of foreign earnings just to pay the interest
and principal on foreign loans.

Low Foreign Investment: If the country is not seen as a safe or profitable place to invest, FDI

will be low.

5. MEASURES FOR CORRECTING BOP PROBLEMS (DEFICIT)

Expenditure-Switching Policies (Make imports expensive):

Devaluation: Deliberately making the Naira cheaper. This makes imports more expensive for
Nigerians and makes Nigerian exports cheaper for foreigners.

Tariffs and Quotas: Using trade barriers (taxes and limits) to physically reduce imports.
Expenditure-Dampening Policies (Reduce all spending):

Contractionary Fiscal Policy: Government raises taxes and cuts spending.

Contractionary Monetary Policy: CBN raises interest rates to reduce borrowing and spending.
Problem: These policies can cause a recession and unemployment.

Supply-Side Policies (The Best Long-Term Solution):

Export Promotion and Diversification: The only sustainable solution. This involves boosting
the non-oil sectors (agriculture, manufacturing, tech) so the country can earn more foreign
exchange.

Foreign Exchange Controls: The government directly rations the sale of foreign currency,

deciding who is allowed to import what.

6. ASSESSMENT (WEEK 9)

EVALUATION QUESTIONS (IN-CLASS)

What is the Balance of Payments (BOP)?
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. What is the difference between a Credit (+) and a Debit (-) in the BOP?
. List the four main components of the Current Account.

. What is the difference between the Balance of Trade and the Balance of Payments?

. What is a BOP deficit?

ASSIGNMENT QUESTIONS (TAKE-HOME)

Classify each of the following transactions as a Credit or a Debit in Nigeria's BOP:
(a) A Nigerian imports a Toyota car.

(b) Nigeria exports crude oil to the USA.

(c) A Nigerian in London sends money home to his family.

(d) MTN Nigeria pays a dividend to its parent company in South Africa.

(e) A German company builds a new factory in Lagos (FDI).

"A deficit in the Balance of Payments is a major economic problem." Why? Explain two main

causes of a BOP deficit in Nigeria.

. Explain the policy of Devaluation. How is it supposed to correct a BOP deficit?

. Differentiate between "Foreign Direct Investment (FDI)" and "Portfolio Investment."

. What is the most sustainable long-term solution to Nigeria's persistent BOP problems, and why?
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WEEK 10: REVISION

(This week is for a comprehensive review of all topics from Week I to Week 9 in preparation for

the Second Term Examination.)
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SS2 ECONOMICS LESSON NOTES

THIRD TERM

WEEK 1: ECONOMIC DEVELOPMENT PLANNING

Introduction Economic development planning is like creating a roadmap for a country's future.
It’s the government's conscious effort to guide the economy towards specific goals, ensuring

resources are used wisely to achieve rapid and sustainable growth.

THE PLANNING CYCLE

%
Al

Set Goals
e.g.. Job Creation,

Didrsiffication

5 B

Feedback Loop
Adjust and Improve the Formulate Plan
Policies & Strategies

b5

3 Implement Plan
Allocate Resources &
Execute Projects

4

Monitor & Evaluate
Collect Data,
Assess Progress

Key Concepts

¢ Economic Planning: The deliberate allocation of a nation's resources by the government

to various sectors to achieve specific economic goals.
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¢ Development Planning: The strategic mapping of actions by the government to achieve

overall economic growth and development.
Aims and Objectives of Economic Planning

1. Increase Employment: To create job opportunities and reduce unemployment.

2. Develop Efficient Technology: To promote innovation and the adoption of better

production methods.

3. Increase Real Income: To raise the actual purchasing power and standard of living for

citizens.

4. Equitable Resource Allocation: To ensure a fair distribution of national resources

across all sectors and regions.

5. Diversify the Economy: To reduce dependence on a single sector (like oil) by

developing others such as agriculture, manufacturing, and tourism.

6. Reduce Income Inequality: To bridge the gap between the rich and the poor through

fairer income distribution.

7. Reduce Foreign Control: To increase local ownership and control of the economy.
Types of Economic Planning

1. Financial Planning: Focuses on the distribution of national income to various sectors.

2. Strategic Planning: Directed at achieving specific, critical objectives within the

economy.

3. Comprehensive Planning: Aims to set targets that cover all major sectors of the national
economy (e.g., Nigeria's 5-year development plans).

4. Partial Planning: Targets only specific segments of the economy, such as agriculture or

education.

5. Authoritarian/Controlled Planning: Common in socialist systems, where the

government has total control over the formulation and execution of economic plans.
Elements of Development Planning

e A development plan is a rational and systematic allocation of resources by the

government.
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It is characterized by governmental influence, direction, and control.

A comprehensive plan covers all major sectors, while a partial plan focuses on specific

arcas.

Nigeria's Planning Experience

1st National Development Plan (1962-1968)

2nd National Development Plan (1970-1974)

3rd National Development Plan (1975-1980)

4th National Development Plan (1981-1985)

National Economic Empowerment and Development Strategy (NEEDS) (2003-2009)

Problems of Economic Planning in Nigeria

1. Political Instability: Frequent changes in government lead to policy inconsistency and
abandoned projects.

2. Inadequate Capital: Lack of sufficient funds to finance development projects.

3. Shortage of Skilled Personnel: A "brain drain" and lack of technical experts hinder
implementation.

4. Rapid Population Growth: High population growth rates can outpace economic growth,
straining resources.

5. Insufficient Data: Poor statistical data leads to inaccurate projections and flawed
planning.

6. Poor Implementation & Cost Overruns: Projects are often poorly executed, and costs
exceed original estimates.

' Assignment
1. Outline three benefits of economic development planning to a nation.
2. Differentiate between comprehensive planning and partial planning.
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WEEK 2: INTERNATIONAL ECONOMIC ORGANIZATIONS I

Introduction: Strength in Numbers

No country is an island. In our interconnected world, nations form economic alliances to tackle
shared challenges, boost trade, and promote stability. International Economic Organizations are
the formal structures for this cooperation, allowing countries to achieve together what would be

difficult alone.

ECOWAS Vision: From Borders to Integration

=Mn <

Free Trade %

Free Movement

Policy
Harmonization

STAGE 1 STAGE 2 STAGE 3

A unified West Africa for shared prosperity.

1. THE INTERNATIONAL MONETARY FUND (IMF)

The Global Financial Firefighter

e Founded: 1944 at the Bretton Woods Conference (New Hampshire, USA).
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e Headquarters: Washington, D.C., USA.
e Membership: 190 countries.

e Primary Goal: To ensure the stability of the international monetary system—the system
of exchange rates and international payments that enables countries to transact with each

other.
Core Objectives of the IMF:

1. Promote International Monetary Cooperation: Provide a platform for countries to

collaborate on financial policies.

2. Facilitate Balanced Trade: Encourage the expansion of international trade, which

boosts employment and income.
3. Promote Exchange Rate Stability: Avoid disruptive fluctuations in currency values.

4. Lend to Members in Need: Provide temporary financial resources to help countries

correct Balance of Payments (BOP) problems.

5. Offer Technical Assistance & Training: Help countries manage their economies

effectively.
How it Works: The '""Quota' System

e Each member country contributes a sum of money called a quota, based on the size of its

economy.

e The quota determines:
o Voting Power: Richer countries have more votes (e.g., USA, Japan, Germany).
o Access to Financing: How much a country can borrow.

o Special Drawing Rights (SDRs): An international reserve asset created by the

IMF to supplement member countries' official reserves.
Problems & Criticisms of the IMF:

e Stringent Conditionality: Loans often come with strict conditions known as Structural
Adjustment Programs (SAPs), which may require countries to cut social spending (on

health, education) and privatize state assets, often causing public hardship.
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e Dominance by Rich Nations: The voting system gives disproportionate influence to a

few advanced economies.
e "One-Size-Fits-All" Approach: Policies recommended may not consider the unique

social and political context of a developing country.

Benefits to West African Nations (like Nigeria):

e BOP Support: Provides crucial loans to stabilize the economy during crises (e.g., during

oil price crashes).

¢ Policy Credibility: An IMF-supported program can signal to other investors that the

country is committed to sound economic policies.

e Data and Advice: Provides valuable economic assessments and forecasts.

THE IMF'S DUAL ROLE

Emergency Prevention
Response

Policy Advisor & Monitor

Short-Term Lender

2. THE WORLD BANK (IBRD)
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The Global Development Partner

Founded: 1944 at the same Bretton Woods Conference.
Headquarters: Washington, D.C., USA.
Sister Organization to the IMF, but with a different focus.

Primary Goal: To reduce poverty and support long-term development by providing

financial and technical assistance for specific projects.

Core Objectives of the World Bank:

1.

Finance Reconstruction & Development: Fund infrastructure projects like roads, dams,
and power plants.

Promote Foreign Investment: Guarantee loans to encourage private investment in
developing countries.

Support Sustainable Development: Focus on areas like education, health, and
environmental protection.

Provide Technical Expertise: Offer research and advice on the best ways to implement

development projects.

Key Differences from the IMF:

Feature IMF World Bank

Focus Short-term economic stability, Long-term economic development,
macroeconomic issues project financing

Purpose Fix Balance of Payments, stabilize Fight poverty, build infrastructure
currency

Timeframe | Short to medium-term (1-5 years) Long-term (5-20 years)

Benefits of the World Bank to Nigeria:

Infrastructure Development: Has financed major projects like the Lagos-Ibadan

expressway, various hydroelectric dams, and rural water schemes.
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Human Capital Investment: Funds education and health programs, including the fight
against malaria and polio.
Post-Conflict Reconstruction: Played a key role in rebuilding the economy after the

Nigerian Civil War.

3. ECONOMIC COMMUNITY OF WEST AFRICAN STATES (ECOWAS)

Our Regional Family

Founded: May 28, 1975, via the Treaty of Lagos.
Headquarters: Abuja, Nigeria.
Members: 15 West African States.

Primary Goal: To promote economic integration and cooperation across West Africa.

Core Objectives of ECOWAS:

1.

Create a Free Trade Area: Eliminate customs duties and other trade barriers between
member states.

Establish a Common Market: Allow the free movement of people, goods, services, and
capital.

Harmonize Policies: Coordinate agricultural, economic, monetary, and industrial
policies.

Promote Peace and Security: Maintain regional stability through collective security

mechanisms.

Key Institutions of ECOWAS:

Authority of Heads of State and Government: The supreme decision-making body.
ECOWAS Commission: The main administrative and implementing body.
Community Parliament: A forum for dialogue and consultation.

Community Court of Justice: Interprets treaty provisions and settles disputes.
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e ECOWAS Bank for Investment and Development (EBID): Funds development

projects.
Achievements of ECOWAS:

e ECOWAS Trade Liberalisation Scheme (ETLS): Facilitates the free movement of
goods without tariffs.

e ECOWAS Passport & Free Movement: Allows citizens to travel visa-free within the
region for 90 days.

e ECOWAS Ceasefire Monitoring Group (ECOMOG): A successful peacekeeping

force that intervened in conflicts in Liberia and Sierra Leone.

¢ Regional Cooperation: Collaboration in health (fighting epidemics), sports (WAFU
Cup), and security.

Problems of ECOWAS:

e Similar Economies: Most members produce and export similar raw materials (cocoa, oil,

cotton), leading to competition rather than complementary trade.

e Poor Infrastructure: Bad roads and inefficient borders hinder the free movement of

goods.

e Multiple Currencies: The use of the CFA Franc by some and other currencies (Naira,

Cedi) by others complicates monetary integration.

e Political Instability: Coups and political crises in some member states disrupt regional

cohesion.
' Assignment

1. Differentiate between the primary roles of the IMF and the World Bank.
2. Explain two major achievements and two major challenges of ECOWAS.

3. Why might a developing country be hesitant to borrow money from the IMF?
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WEEK 3: INTERNATIONAL ECONOMIC ORGANIZATIONS IT

Introduction: Specialized Cooperation

Beyond global giants like the IMF and World Bank, many other organizations focus on specific
regions or issues. These bodies are crucial for addressing the unique challenges faced by

developing nations, particularly in Africa.

OPEC’S BALANCING ACT

oiL
SUPPLY

Balancing supply and demand for stable oil prices

1. THE AFRICAN DEVELOPMENT BANK (AfDB)

Africa's Homegrown Development Fund
e Founded: 1964.
e Headquarters: Abidjan, Cote d'Ivoire.
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e Membership: 81 member states (54 regional African countries and 27 non-regional

countries from the Americas, Europe, and Asia).

e Primary Goal: To spur sustainable economic development and social progress in its

regional member countries.
Core Objectives of the AfDB:

1. Provide Loans and Grants: Finance development projects in key sectors like agriculture,

health, education, and infrastructure.
2. Mobilize Resources: Attract public and private investment into Africa.
3. Provide Policy Advice: Offer technical assistance and research on development issues.

4. Promote Regional Integration: Fund multinational projects like cross-border roads and

power pools that connect African economies.

Why the AfDB is Important for Africa:

e African-Led: It understands the continent's unique challenges better than distant

international institutions.

e Focus on "Soft" Infrastructure: Invests heavily in human capital (education, health)

alongside "hard" infrastructure (roads, power).

e Catalyst for Private Investment: By funding risky projects, it encourages private

companies to invest.

2. UNITED NATIONS CONFERENCE ON TRADE AND DEVELOPMENT (UNCTAD)

The Advocate for Developing Nations

e Established: 1964 as a permanent organ of the UN General Assembly.
e Headquarters: Geneva, Switzerland.

e Primary Goal: To integrate developing countries into the world economy in a fair and

equitable manner.

Core Objectives of UNCTAD:
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1. Promote Development-Friendly Trade: Ensure that global trade rules benefit poorer

nations, not just the rich.

2. Address Commodity Dependence: Help countries that rely on a few raw materials to
diversify their economies.

3. Support Debt Management: Assist developing countries with their external debt
problems.

4. Analyze Globalization: Provide research on how global trends affect development.
Key Functions:

e [tis a think-tank that produces influential reports like the Trade and Development
Report.

e It serves as a forum for intergovernmental discussions where developing countries can

voice their concerns.

3. ORGANIZATION OF THE PETROLEUM EXPORTING COUNTRIES (OPEC)

The Oil Cartel

e Founded: 1960 in Baghdad by Iran, Iraq, Kuwait, Saudi Arabia, and Venezuela.
e Headquarters: Vienna, Austria.
e Membership: 13 countries, including Nigeria (which joined in 1971).

e Primary Goal: To coordinate and unify the petroleum policies of its Member

Countries to secure fair and stable prices.

Core Objectives of OPEC:

1

1. Price Stability: Prevent harmful fluctuations in oil prices that disrupt member countries
economies.
2. Ensure Steady Supply: Guarantee a regular, efficient, and economic supply of

petroleum to consuming nations.
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3. Secure a Fair Return: Ensure a stable, real income for producers investing in the oil
industry.
4. Production Quotas: To manage global oil supply, OPEC often sets production limits for

its members.

How OPEC Influences the Market: By collectively agreeing to increase or decrease oil
production, OPEC can influence global oil prices. If they cut production, prices tend to rise. If

they increase production, prices tend to fall.
Achievements of OPEC:

e Increased Revenue: Successfully negotiated higher prices and greater control over oil

resources in the 1970s.
¢ Global Influence: Became a major player in global geopolitics and economics.

e Information Hub: Provides vital data and analysis on the global oil market.
Problems & Challenges for OPEC:

¢ Quota Cheating: Members sometimes produce more than their allocated quota to earn

more short-term revenue, undermining the group's efforts.

e Internal Disagreements: Political rivalries (e.g., between Saudi Arabia and Iran) can
make consensus difficult.

¢ Rise of Non-OPEC Producers: The USA (with shale oil), Russia, and Brazil have

become major producers, reducing OPEC's market share and influence.

e The Green Energy Transition: The global shift towards renewable energy threatens

long-term demand for oil.
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WEEK 4: NATIONAL DEVELOPMENT STRATEGIES: MDGs, NEEDS, AND VISION
2020

Introduction: The Quest for a Development Blueprint

Every nation needs a roadmap to guide its journey toward prosperity. In Nigeria, various
development plans have been launched with the ambition of tackling poverty, stimulating
economic growth, and improving the quality of life for citizens. This week, we examine three
key frameworks that have shaped Nigeria's recent development agenda: the Millennium
Development Goals (MDGs), the National Economic Empowerment and Development
Strategy (NEEDS), and Vision 2020. Understanding their goals, outcomes, and shortcomings

provides critical lessons for future planning.

THE NEEDS STRATEGY FRAMEWORK

CORE GOAL:

Sustainable Development
& Poverty Reduction

l v v v

(1) (2) (3) (4)
Economic Social Governance Value
Reforms Charter Reorentation

s U & ©

Key Reforms:

» Privitzation

« Banking Consolitation e« Debt Relief
« EFCC/ICPC
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1. THE MILLENNIUM DEVELOPMENT GOALS (MDGs) (2000-2015)

A Global Promise

The MDGs were a set of eight international development targets established following the

United Nations Millennium Summit in 2000. 189 world leaders, including Nigeria's, committed

to a 15-year effort to reduce extreme poverty and achieve significant progress in key human

development areas by 2015.

The 8 MDGs and Nigeria's Performance:

Goal

Objective

Nigeria's Performance & Status

1. Eradicate
Extreme Poverty &

Hunger

Halve the proportion of people
living on less than $1.25 a day
and those who suffer from

hunger.

X Largely Not Met. Poverty
remained widespread. Economic
growth did not translate into
significant poverty reduction for the

masses.

2. Achieve Universal

Primary Education

Ensure that all children, boys
and girls alike, complete a full

course of primary schooling.

A\ Partial Success. Enrollment rates
increased significantly, but issues of
quality, dropout rates, and inadequate

infrastructure persisted.

3. Promote Gender
Equality &

Empower Women

Eliminate gender disparity in
primary and secondary

education.

A Moderate Progress. The gender
gap in education narrowed, but
women remained underrepresented in
politics and senior economic

positions.

4. Reduce Child

Reduce by two-thirds the

X Not Met. Under-5 mortality

Mortality under-five mortality rate. remained high, though there was
some improvement due to
immunization campaigns.

5. Improve Reduce by three-quarters the X Not Met. Nigeria continued to
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Goal

Objective

Nigeria's Performance & Status

Maternal Health maternal mortality ratio. have one of the highest maternal
mortality rates in the world.

6. Combat Halt and begin to reverse the <7 Good Progress. Increased

HIV/AIDS, Malaria | spread of these diseases. awareness and access to treatment led

& Other Diseases

to a decline in HIV prevalence.

Malaria control efforts were scaled

up.

7. Ensure
Environmental

Sustainability

Integrate sustainable
development principles into
policies and reverse the loss of

environmental resources.

X Mixed Results. Deforestation,
pollution, and lack of access to clean
water and sanitation remained major

challenges.

8. Develop a Global
Partnership for

Development

Develop an open, rule-based
trading and financial system,
and address the special needs of

the least developed countries.

A Ongoing. Nigeria continued to
engage with international partners, but

debt and trade imbalances persisted.

Overall Assessment of the MDGs in Nigeria: While the MDGs provided a clear focus and

mobilized resources for critical sectors like health and education, Nigeria failed to meet most

targets. The primary reasons were weak implementation, corruption, inadequate funding,

and a lack of reliable data to track progress effectively.
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MDG SCORECARD FOR
NIGERIA

Ericicate Extreme Poverty & Hunger o

Achieve Universal Primary Education

Reduce Child Motrality g‘ o

Combat HIV/AIDS,
kmprove Matemal Healtmalaria & other diseasese o
Ensure Environmental Sustaniability e o

Develop Global Partnership for Development é@

Red = F (Not Met) Yellow - (Some Progress) 2 (Good Progress)

2. NATIONAL ECONOMIC EMPOWERMENT AND DEVELOPMENT STRATEGY
(NEEDS) (2003-2009)

A Home-Grown Reform Agenda

NEEDS was Nigeria's home-designed medium-term development plan launched under
President Olusegun Obasanjo. It was a response to the failures of past, rigid plans and was meant

to be a comprehensive reform framework developed with input from various stakeholders.
Core Objectives of NEEDS:

1. Wealth Creation: To diversify the economy away from oil and foster a vibrant private

sector.
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Poverty Reduction: To create jobs and improve the living standards of ordinary
Nigerians.

Value Reorientation: To tackle corruption and promote a new ethos of transparency and
hard work.

Employment Generation: To provide opportunities for the country's growing youth

population.

Key Reform Pillars of NEEDS:

Privatization & Liberalization: Selling off or commercializing inefficient state-owned
enterprises (e.g., NITEL, Nigerian Airways) to improve service delivery and reduce

government waste.

Banking Sector Consolidation: The landmark 2004/2005 reform that increased banks'
capital base to ™25 billion, creating stronger, more reliable financial institutions.
Public Sector Reform: Aimed at making the civil service more efficient, accountable,

and service-oriented.

Anti-Corruption Drive: Strengthening institutions like the Economic and Financial
Crimes Commission (EFCC) and the Independent Corrupt Practices Commission

(ICPC).

Achievements & Failures of NEEDS:

/ Achievements:

o Macroeconomic Stability: It helped secure significant debt relief from the Paris
Club in 2005, freeing up resources for development.

o Banking Sector Strength: The consolidation created a more robust and confident
banking industry.

o Improved Governance: It placed governance and anti-corruption at the center of

the development discourse.

X Failures & Shortcomings:
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o Limited Poverty Impact: The plan did not significantly reduce poverty or
unemployment for the average Nigerian.

o Implementation Gap: Many of the ambitious reforms were not fully or
effectively implemented across all sectors and states.

o Persistent Corruption: While anti-corruption agencies were established,

corruption remained a systemic problem.

3. VISION 2020 (2009 - 2020)

The Aspiration for Top 20

Launched in 2009 under President Umaru Yar'Adua, Vision 2020 was a long-term strategic
framework with an ambitious goal: to make Nigeria one of the top 20 economies in the world

by the year 2020.
The Vision's Core Pillars:

1. Economic Development: Achieve a sustained GDP growth rate of over 13% annually
and diversify the economic base.

2. Social Development: Make significant strides in education, healthcare, and housing to
improve the Human Development Index (HDI).

3. Institutional Development & Governance: Build a transparent, efficient, and

accountable public sector.
Key Targets (What Success Would Look Like):

e GDP per capita of at least $4,000.
e Significant growth in non-oil exports (manufacturing, agriculture, services).
e Reliable power supply (at least 20,000 MW of electricity).

¢ A modern, integrated transport infrastructure network.

Why Vision 2020 Was Not Realized:
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1. Implementation Failure: The grand vision was not backed by consistent, year-on-year
implementation through successive governments. It remained a document, not an action
plan.

2. Lack of Political Will: Changes in administration led to a loss of focus, with new
governments often preferring to launch their own initiatives.

3. Persistent Structural Problems: The fundamental challenges of corruption,
inadequate infrastructure (especially power), and insecurity were not solved.

4. Over-dependence on Qil: The economy remained vulnerable to oil price shocks (e.g.,
the 2014 crash), which derailed fiscal plans and economic projections.

5. Inadequate Funding: The massive investments required in infrastructure and human

capital were not made.

Legacy of Vision 2020: While the specific goal was not achieved, Vision 2020 served as a

useful exercise in long-term thinking. It highlighted the scale of ambition required and the vast
gap between Nigeria's potential and its reality. Its failure underscores the critical importance of
consistent implementation, good governance, and political stability for any national plan to

succeed.

Conclusion: Common Threads of Failure All three plans—MDGs, NEEDS, and Vision
2020—suffered from similar ailments: weak implementation, corruption, political instability,
and a failure to address the root causes of underdevelopment, such as poor infrastructure and
a weak institutional framework. The lesson is clear: a perfect plan on paper is worthless without

the political will and effective governance to execute it.
M1 Visual: The Ambition-Reality Gap for Vision 2020 A two-panel illustration.

e Panel 1 (The Vision): A sleek podium labeled "Top 20 Global Economies" with a
Nigerian flag being placed on it.

e Panel 2 (The Reality): The same podium is distant and unreachable, with the Nigerian
flag held back by roadblocks labeled "Poor Power Supply," "Corruption," "Insecurity,"

and "Policy Inconsistency."

A Assignment (WAEC 2020 Past Question)
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1. Explain any four objectives of the Millennium Development Goals (MDGs).

2. Discuss three reasons why the National Economic Empowerment and Development

Strategy (NEEDS) failed to achieve its objectives in Nigeria.
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WEEK 5: MID-TERM EXAMINATION

(Covering content from Weeks 1-4)
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WEEK 6: NIGERIA’S ECONOMIC DEVELOPMENT CHALLENGES

Introduction: The Paradox of Potential

Nigeria is often described as a nation of immense potential, blessed with abundant natural
resources, a large, youthful population, and a vibrant entrepreneurial spirit. However, this
potential has been consistently constrained by a series of deep-seated and interconnected
economic challenges. These challenges create a vicious cycle that hinders growth, perpetuates
poverty, and impedes meaningful development. Understanding these issues is the first step

toward formulating effective solutions.

1. POVERTY: THE UBIQUITOUS CHALLENGE

Poverty in Nigeria is not merely a lack of income; it is a multidimensional problem
encompassing a deprivation of basic capabilities, including access to education, healthcare,

sanitation, and security.

¢ Definition: A state of severe deprivation where individuals or households cannot meet
the minimum standard of living. The World Bank defines extreme poverty as living on
less than $2.15 a day, a condition that affects a significant portion of the Nigerian

populace.

e Scale of the Problem: Nigeria has one of the highest numbers of people living in
extreme poverty globally. The National Bureau of Statistics (NBS) reports consistently
show that over 80 million Nigerians live below the poverty line, with many more

vulnerable to falling into poverty due to economic shocks.

The Vicious Cycle of Poverty: This cycle illustrates how poverty is self-reinforcing:
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Poverty & Low Income

4

Poor Health &
Malnutrition

Low Productivity &

Lack of Education

\

Unemployment &
Underemployment

Causes of Widespread Poverty:

¢ High Unemployment and Underemployment: The formal economy does not create

enough jobs for the growing workforce.

e Low Agricultural Productivity: Many farmers use outdated methods, leading to low

yields and income.

¢ Inflation: Rising prices of food and essential commodities erode the purchasing power of

households.

e Poor Access to Education and Healthcare: This limits human capital development,

keeping people in low-skilled, low-paying jobs.
Poverty Alleviation Efforts and Agencies:

e National Poverty Eradication Programme (NAPEP): Established in 2001, its
mandates included youth vocational training, graduate internship schemes, and providing

micro-credit to small businesses.
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National Directorate of Employment (NDE): Focused on combating mass
unemployment through skills acquisition, entrepreneurial training, and labor-based public
works programs.

Recent Initiatives: Programs like N-Power and the Government Enterprise and
Empowerment Programme (GEEP) under the Social Investment Programme were

designed to provide temporary employment and loans to vulnerable groups.

Key Methods for Alleviating Poverty:

Sustained Economic Growth with Equity: The economy must grow in a way that
creates jobs and distributes benefits more widely.

Investment in Human Capital: Prioritizing funding for quality education and healthcare
to build a productive workforce.

Rural Development and Agricultural Transformation: Improving rural infrastructure
(roads, storage facilities) and providing farmers with access to credit and modern inputs.
Social Safety Nets: Direct cash transfers or food assistance to the most vulnerable to

protect them from the worst effects of poverty.

2. CORRUPTION: THE CANCER WITHIN THE SYSTEM

Corruption is the abuse of entrusted power for private gain. It is arguably the most significant

challenge undermining Nigeria's economic progress.

Forms of Corruption: This includes grand corruption (theft of public funds by high-
level officials), bribery, embezzlement, nepotism, and contract inflation.
Economic Impacts:

o Misallocation of Resources: Funds meant for roads, schools, hospitals, and

power projects are siphoned off, leading to poor or non-existent infrastructure.

o Reduced Foreign Direct Investment (FDI): Investors are deterred by a system

where bribes are demanded and the rule of law is weak.
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o Increased Cost of Doing Business: Corruption acts as an unofficial tax, raising

costs for local businesses.

o Erosion of Public Trust: Widespread corruption destroys citizens' faith in

government institutions, leading to social apathy and unrest.

3. POWER AND ENERGY INADEQUACY: THE CRIPPLING BOTTLENECK

Reliable and affordable power is the lifeblood of a modern economy. Nigeria's chronic power

deficit is a primary constraint on industrial and commercial activities.

e The Scale of the Deficit: With a population of over 200 million, Nigeria generates
between 3,000MW and 5,000MW. For comparison, South Africa, with a smaller
population, generates over 50,000MW. The national requirement is estimated to be a
minimum of 20,000MW.

e Impacts on the Economy:

o High Cost of Production: Businesses and households spend a colossal amount of
money on diesel and petrol to run generators, making Nigerian goods

uncompetitive.

o Stifled Industrialization: Many manufacturing companies have either closed

down or relocated to countries with stable power supply.
o Job Losses: The closure of factories leads directly to unemployment.

o Poor Quality of Life: Erratic power supply affects healthcare delivery, education,

and overall living standards.

4. UNEMPLOYMENT AND UNDEREMPLOYMENT

This is a direct consequence of other challenges and a critical problem in its own right.

e Unemployment: The situation where people who are able and willing to work cannot

find jobs.
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Underemployment: When people are working in jobs that do not utilize their skills or

are working part-time when they desire full-time work.

The "Youth Bulge": Nigeria has a very young population. Millions of young people
enter the job market every year, but the economy is not creating enough formal sector

jobs to absorb them, leading to frustration and social tension.

5. INFRASTRUCTURE DEFICIT

Beyond power, Nigeria suffers from a critical lack of basic infrastructure.

Transportation: Dilapidated road networks, inefficient railways, and congested ports

increase the cost and time of moving goods.

ICT: While mobile telephony has grown, broadband penetration and quality are still low,

hindering the digital economy.

Water and Sanitation: Lack of access to clean water and sanitation contributes to public

health crises.

6. HEAVY DEPENDENCE ON CRUDE OIL (MONO-PRODUCT ECONOMY)

Despite efforts at diversification, government revenue and foreign exchange earnings remain

heavily reliant on crude oil.

Vulnerability to Global Shocks: A fall in global oil prices, as seen in 2014-2016 and
2020, triggers economic crises, depletes foreign reserves, and leads to devaluation and

inflation.

Dutch Disease: The oil sector "crowds out" other sectors like agriculture and

manufacturing by causing a stronger currency, making non-oil exports uncompetitive.

Revenue Volatility: Makes long-term national planning and budgeting extremely
difficult.
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7. INFLATION AND CURRENCY INSTABILITY

e High Inflation Rate: Nigeria consistently battles with double-digit inflation, driven by

factors like food supply disruptions, currency devaluation, and high energy costs.

e Impact: Inflation erodes savings, reduces purchasing power, and creates uncertainty for

businesses and investors.

e Naira Volatility: The frequent devaluation of the Naira increases the cost of imported

goods (like machinery, medicine, and fuel) and contributes to the debt burden.
Conclusion: The Interconnected Web

It is crucial to understand that these challenges are not isolated. They form a complex,

interconnected web:

e Corruption leads to an infrastructure deficit (especially in power).
e The infrastructure deficit causes low productivity and high unemployment.
¢ High unemployment and low productivity perpetuate poverty.

e Poverty and a weak economy increase dependence on oil, whose volatility fuels

inflation.

e This cycle continues, making it difficult to break free.

Addressing any single challenge requires a holistic strategy that tackles its root causes and its
connections to other problems. Good governance, strong institutions, and sustained investment in

human capital and infrastructure are the foundational pillars for overcoming these hurdles.
' Assignment

1. Discuss how the challenges of corruption and power inadequacy are interconnected and
collectively hinder Nigeria's economic development.

2. "Poverty in Nigeria is both a cause and a consequence of other economic challenges."
Explain this statement.

3. Propose two realistic policy solutions to address the problem of youth unemployment in

Nigeria.
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WEEK 7: MID-TERM BREAK

(No classes scheduled.)
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WEEK 8: ECONOMIC REFORM PROGRAMS

Introduction: Why Reform?

Imagine a car that constantly breaks down, guzzles too much fuel, and can't keep up on the
highway. Its owner has two choices: continue spending money on costly repairs or take it to a
mechanic for a major overhaul. Similarly, when a country's economy is underperforming—
plagued by inefficiency, debt, and stagnation—the government may initiate an Economic

Reform Program.

Definition: Economic Reform Programs are a set of major, deliberate changes to a country's
economic policies, laws, and institutions. The goal is to restructure and revitalize the economy to
achieve greater efficiency, stability, and growth without completely altering the foundational

economic system (like switching from capitalism to socialism).

The Nigerian Context: By the 1980s, Nigeria faced a severe economic crisis due to falling oil
prices, massive foreign debt, and inefficient state-owned enterprises. This led to the adoption of
the Structural Adjustment Programme (SAP) in 1986, which opened the door for a series of

subsequent reforms targeting specific sectors.

1. CONSOLIDATION OF FINANCIAL INSTITUTIONS (The Banking Revolution of
2004)

This was one of the most significant economic reforms in Nigeria's recent history, masterminded

by Professor Charles Soludo, then Governor of the Central Bank of Nigeria (CBN).

What was it? A mandatory policy that required all commercial banks in Nigeria to increase their

minimum capital base from N2 billion to N25 billion before December 31, 2005.
Why was it necessary?

¢ Fragile Banks: Many banks were small, weak, and prone to collapse, putting depositors'

money at risk.
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e Public Distrust: The banking system had lost the confidence of the public and

international investors.

e Inability to Fund Large Projects: Small banks could not provide the large loans needed

for major infrastructural and industrial projects.

¢ Global Competitiveness: Nigerian banks were too small to compete effectively in the

global financial market.
How did it happen? Banks could meet the new capital requirement through:

1. Merger: Two or more banks combining to form a single, stronger entity (e.g., Stanbic

Bank and IBTC merged to form Stanbic IBTC).
2. Acquisition: A stronger bank taking over a weaker one.

3. Fresh Capital Injection: Existing shareholders or new investors providing more funds.

The Outcome:

e Massive Consolidation: The number of banks reduced from 89 to 25.

e Stronger Institutions: The new banks were more stable, better capitalized, and more

resilient to economic shocks.

e Increased Confidence: Both local and international confidence in the Nigerian banking

sector was restored.

e Improved Services: Banks invested in new technologies (like ATMs and online banking)

and expanded their services.
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THE BANKING CONSOLDATION FUNNEL
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2. PRIVATIZATION AND COMMERCIALIZATION: Re-defining the Government's

These two related reforms aim to reduce the government's direct involvement in running

A. PRIVATIZATION

Definition: The full or partial transfer of ownership, control, and management of state-owned

enterprises (SOEs) from the government to private individuals and companies.

Why Privatize?
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e Inefficiency and Losses: Many SOEs (like NITEL, Nigerian Airways) were poorly

managed, chronically unprofitable, and drained public funds.
e Poor Service Quality: They provided substandard services to the public.
e Corruption and Mismanagement: SOEs were often plagued by graft and nepotism.

e To Raise Revenue: Selling these assets provided the government with much-needed

funds.
Methods of Privatization:

e Full Privatization (Sale): 100% sale of government shares (e.g., the sale of Afribank,

Union Bank).

e Partial Privatization (Divestment): The government sells a significant portion (e.g.,
51% or 60%) of its shares but retains some ownership. Example: The sale of the

government's stake in the power distribution companies (Discos).
Advantages of Privatization:

e Increased Efficiency and Profitability: Private owners are driven by profit, which

incentivizes better management and innovation.

¢ Improved Service Quality: Competition forces privatized firms to improve their

services.

¢ Reduced Government Spending: The government stops funding losses and can redirect

money to essential services like education and healthcare.

e Attracts Foreign Investment: It signals that the country is open for business.
Disadvantages & Problems:

e Job Losses: Private companies often downsize to reduce costs and become efficient.

e Creation of Private Monopolies: A privatized firm with no competition can exploit

consumers with high prices.

e Asset Stripping: Some investors may buy the company, sell its valuable assets (like land

and machinery), and shut down the operations.
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e Social Concern: Essential services (like water or electricity) may become unaffordable

for the poor if solely driven by profit.

B. COMMERCIALIZATION

Definition: The restructuring of state-owned enterprises to operate on a profit-oriented,
commercial basis, without a change in ownership. The government remains the owner, but the

enterprise is expected to behave like a private company.
Types of Commercialization:

e Full Commercialization: The enterprise is expected to fund all its operations and capital
projects from its own revenue, without government subsidies. Example: The Nigerian

National Petroleum Corporation (NNPC) was expected to operate this way.

e Partial Commercialization: The enterprise is expected to cover its day-to-day running
costs but may receive government grants for major capital projects. Example: The

Nigerian Postal Service (NIPOST).
Advantages of Commercialization:

e Promotes Efficiency: Introduces a profit motive, encouraging better management.
¢ Financial Discipline: The enterprise must manage its finances carefully to survive.

¢ Continued Government Ownership: The government retains control over strategic

assets.
Disadvantages of Commercialization:

e "Business as Usual" Mentality: Without a change in ownership, the culture of

inefficiency can persist.

e Conflict of Interest: The government may still interfere in management for political

reasons.

e May Still Require Subsidies: Partially commercialized entities can remain a financial

burden.
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Conclusion: The Reform Journey

Economic reforms like consolidation, privatization, and commercialization are not magic wands.
They are complex, often painful processes with significant trade-offs. While they have led to a
more robust banking sector and a less burdensome role for the government, challenges such as

job losses, consumer exploitation, and implementation corruption remain.

The success of any reform ultimately depends on strong regulatory oversight, transparency in

the process, and a commitment to protecting the public interest.
I’ Assignment

1. Describe the 2004 banking consolidation exercise, explaining its main objective and how
it was achieved.

2. Differentiate between privatization and commercialization. Provide one Nigerian

example for each.
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3.

""While privatization can lead to greater efficiency, it can also have negative social
consequences.' Discuss this statement, highlighting three potential advantages and three

disadvantages of privatization.
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WEEKS 9 & 10: PAST QUESTION DRILLING & REVISION

¢ Intensive practice of past WAEC, NECO, and JAMB questions.
e Focus on question patterns, command words, and time management.

e Revision of key topics from all three terms in preparation for the final examination.
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