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Abstract— The paper considered the interaction between 

external debt and Nigeria’s economic growth. The time 

series data sets cover the period of 1981 to 2018. Applying 

cointegration test, vector autoregressive (VAR) model and 
Granger causality, the results revealed that there is no long-

run relationship between external debt and economic growth 

in Nigeria. The estimated VAR model parameters showed 

that the two variables under study have no significant 

interaction in the short-run. The result also indicates that 

there is no Granger causality relationship between the two 

variables up to the 6th lag. Hence, it becomes expedient for 

the government to review its policies on external borrowing 

and servicing so as to enhance economic growth. 
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I. INTRODUCTION  

There are different reasons why countries and states borrow 

from external sources, one of the reasons is to finance 

capital project that will at long-run enhance economic 

productivity and growth. But when debts are not serviced 

and outstanding debts accumulates or grows, it poses a trait 

to economic growth. External debt is an important means to 

viaduct government financing gap especially for most 
developing countries. Countries borrow for two broad 

categories; macroeconomic reasons to either finance higher 

investment or higher consumption and to circumvent hard 

budget constraint. This implies that an economy borrow to 

boost economic growth and alleviate poverty. He argued 

that when debt reaches a certain level, it begins to have 

adverse effect, debt servicing becomes a huge burden and 

countries find themselves on the wrong side of the debt-

laffer curve, with debt crowding out investment and growth 

[18].  

Countries resort to external debt due to various 
reasons such as financing development projects, meeting 

short-term obligations, meeting long-term obligations, 

access to foreign currencies, buying of equipment etc. 

Whatever the reason or motivation is, external debt so 

accumulated creates liability on part of the country to pay 

the amount. All of these transactions are maintained in the 

current and capital account of the country [15].  

Thereafter, the question is how the consistent 

increase has in Nigeria’s external debt since its latest nadir 

in 2006 positively influenced economic growth? Does long-

run or short-run relationship exist between the two 

variables? What is the nature of causality flow Nigeria’s 
external debt has consistently increased up to the tone of 

5,787.51bn in 2017 and the debt rose 7759.2 in 2018, the 

highest since independence for the period under review. 

What effect has Nigeria’s external debt outstanding on the 

economic growth? This is the thrust of this paper between 

external debt and economic growth. 

The remaining part of the paper is arranged as 

follows; section 2 deals with the literature review, section 3 

presents materials and methods, section 4 presents the data 

analysis and results and section 5 presents the conclusion. 

II. LITERATURE REVIEW 

Several researches have been made on the relationship 

between external debt and economic growth for numerous 

economies in both the developed and the developing 

countries. Most of the studies have also looked at the effect 

of external debt on economic growth of different countries. 

[15] studied the role of external debt on economic 

growth in Pakistan. The study incorporate Gross domestic 
product (GDP) as a measure of economic growth and gross 

domestic saving (GDS), gross capital formation (GCF) and 

external debt stock (EDS) as measure of economic debt. 

Applying OLS regression model with 39 years data period, 

their findings revealed that gross capital formation (GCF) 

and external debt stock has significant positive effect on 

Pakistan GDP while gross domestic saving does not have 

significant impact on GDP of Pakistan. 

[14] has concluded that external debt is not the real 

cause behind the economic problems caused by countries in 

Sub-Saharan Africa. Rather the corrupt governments, 
inconsistent policies, creditors’ extravagant loans to 

discredited figures and projects have significantly 

contributed to the crisis. The study employed panels 

regressions based on two dependent variables i.e. the ratio of 

annual change in EDT/GNI and TDS/GNI. Seventeen 

variables are used in principal component analyses (PCA) in 

which some of the variables have been lagged by one year. 

[1] in their study, confirmed the negative impact of debt and 

its servicing on economic growth of Nigeria. The paper is 

based on the neoclassical model of economic growth and 

employs two models for evaluating its results. The first 
model employs economic growth as response variable with 

six independent variables to reveal a linear relationship. The 

second model along with other changes, adds two other 

variables (terms of trade variability and public capital 

expenditure) to the model. 

[2] studied the effect of external debt service 

payment practices on sustainable  economic  growth  and  

development  with  particular  emphasis  on  Nigeria using 

ordinary least  square multiple  regression  method. They  

found that  debt payment  to London  club  creditors,  Paris  

club  creditors,  promissory  notes  holders  and  other  

creditors  have significant  impact  on  the  GDP  and  
GFCF.  Debt  payment  to  Paris  club creditors  and  debt  

payment  to promissory notes holders are positively related 

to GDP and GFCF, while debt payment to London club 

creditors  and  Other  creditors  shows a  negative  

significant  relation  to  GDP  and  GFCF.   
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[19] employed OLS and System GMM methods 

revealed that high external debt leads to lowering of 

economic growth by affecting the efficiency of investment 
rather than its volume. The marginal impact of external debt 

starts negative after it reaches values of 80-85% of exports 

or 17-20% of GDP. [12] have shown that the external debt is 

negatively and significantly related with economic growth 

of Pakistan. The GDP has been used as dependent variable 

and regressed on to two variables i.e. external debt and debt 

servicing. The authors have treated the problem of stationary 

through unit root test, and further augmented Dickey-Fuller 

test has been applied to variables. OLS methodology has 

been then used to check the impact of external debt and debt 

servicing on economic growth.  

In testing for causality between external debt and 
foreign private investment in Nigeria, assuming zero 

corruption, external debts does help government to 

undertake investment activities which, in turn, leads to 

increased productivity and standard of living in the long run. 

They, however, noted that mismanagement and over-

reliance on debt financing can deter foreign investors as 

more resources would be needed to service the debts [3].  

[5] studied a panel data of 101 countries for period 

1980-2008 employing variables such as gross public debt, 

GDP growth and a number of control variables. The 

threshold least squares regression model was used to 
estimate non-linear function. It concluded that the threshold 

value for average long-run public debt to GDP ratio on GDP 

growth is 77 percent for all the 101 countries in the sample, 

the threshold for the developing countries was 64 percent. 

Surpassing this threshold for an extended period may cost 

these countries a decrease in GDP growth. [13] Examined 

the relationship between External Debt (ED) and Domestic 

Products in Bangladesh for the period of 1972-2010, using 

time series econometric technique. Bangladesh relied on 

foreign debt to finance its balance of payments deficit and 

saving investment gap. The results showed that there is a 

positive significant correlation between Gross Domestic 
Products (GDP) and External Debt (ED). The empirical 

results suggest the existence of long-run relationship 

between GDP and ED. The result of Granger's Causality test 

implies that there is bi-directional causality runs through 

GDP to ED as well as ED to GDP. 

There is no doubt that a variety of studies have 

investigated the relationship between external debt and 

economic growth in many countries both developed and 

developing economies. Few studies mainly in this research 

topic were established in the case of Nigeria. Most of the 

existing studies on the relationships between external debt 
and economic growth have produced mixed results on the 

relationship between the two variables under study, some 

researchers report positive relationship while others report 

negative relationship between external debt and economic 

growth. 

III. MATERIALS AND METHODS 

This section provides information on source of data 

collection, variable measurement and definition, model 
specification, method of estimation, method of unit root 

tests. cointegration approach and diagnostic test 

A. Source of Data Collection 

The data sets on real gross domestic product (RGDP) and 

external debt outstanding were obtained from published [6] 

statistical bulletin as compiled by Debt Management Office 

and Central bank of Nigeria.  The yearly time series data 

sets cover the period of 1981 to 2018. 

B. Variable Measurement 

This paper uses real gross domestic product (RGDP) as the 

proxy for economic growth and External debt (EXDT) 

outstanding recorded in billions of naira. 

C. Unit Root Test 

The unit root test here, is based on Augmented Dickey 

Fuller (ADF) test and is of the form 

∇𝑦𝑡 = 𝛼 + 𝛼1𝑡 + 𝛽𝑦𝑡−1 + ∑ 𝜉𝑖∇𝑦𝑡−𝑖

𝑘

𝑖=1

+ 𝑎𝑡                         (1) 

∇𝑦𝑡 = 𝛼 + 𝛽𝑦𝑡−1 + ∑ 𝜉𝑖∇𝑦𝑡−𝑖

𝑘

𝑖=1

+ 𝑎𝑡                                     (2) 

∇𝑦𝑡 = 𝛽𝑦𝑡−1 + ∑ 𝜉𝑖∇𝑦𝑡−𝑖

𝑘

𝑖=1

+ 𝑎𝑡                                             (3) 

where k is the number of lag variables. In (1) there 

is intercept term, the drift term and the deterministic trend. 

The non-deterministic trend term removes the trend term as 

seen in (2) And (3) removes both the constant and 

deterministic trend term in the above regression. ADF unit 

root test null hypothesis 𝐻0 ∶ 𝛽 = 0 and alternative𝐻𝑎 ∶ 𝛽 =
0 . According to [7], if the ADF test statistic is greater than 

1%, 5% and 10% critical values, the null hypothesis of a 

unit root test is accepted. 

D. Co-integration Test 

A linear combination of two or more non-stationary series 

may be stationary [9]. If such a stationary linear 
combination exists, the non-stationary time series are said to 

be co-integrated. The stationary linear combination is called 

the co-integrating equation and may be interpreted as a long-

run equilibrium relationship among the variables. Their 

proposed co-integrating equation is of the form; 

𝑦𝑡 = 𝛼0 + 𝛼1𝑥𝑡 + 𝑢𝑡                                                                 (4) 

where 𝑦𝑡 and 𝑥𝑡  are co-integrated if they have the same 

order of integration and 𝑢𝑡  is stationary. For more details, 

consider [9]. The co-integration framework developed by 

[10] will be adopted in this paper and it is of the form; 

∆𝑦𝑡 = ∏ 𝑦𝑡−1 + ∑ Γ𝑖Δ𝑦𝑡−1

𝑝−1

𝑖=1

+ 𝐵𝑥𝑡 + 𝜀𝑡                           (5) 

where ∏ = ∑ Λ𝑖 − 1
𝑝
𝑖=1  , Γ𝑖 = − ∑ Λ𝑗

𝑝
𝑖=1  , 𝑥𝑡   is a d- vector 

of deterministic variables,  𝑦𝑡  is a k-vector of integrated I (1) 

variables,  𝜀𝑡  is a vector of white noise with zero mean and 

finite variance. The number of co-integrating vector is 

represented by the rank of coefficient matrix . This 

method estimates the   matrix in an unrestricted form and 

then test if one can reject the restriction imposed by the 
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reduced rank of . The likelihood ratio test for the 
hypothesis that there are at most r co-integration vectors is 

known as the trace test statistic. 

E. Vector Autoregressive (VAR) Model Specification 

The VAR model specification for the interaction between 

external debt and economic growth is presented in equation 

(4) below;  

For a stationary  𝑉𝐴𝑅(𝑝)  model, where 𝑝 = 2, the 

specification is of the form 

𝑑 log(𝑟𝑔𝑑𝑝𝑡) = 𝛼11𝑑 log(𝑟𝑔𝑑𝑝𝑡−1) + 𝛼12𝑑 log(𝑒𝑥𝑑𝑡−1)
+  𝛽11𝑑 log(𝑟𝑔𝑑𝑝𝑡−2) + 𝛽12𝑑 log(𝑒𝑥𝑑𝑡−2)
+ 𝜃1 + 𝑒1𝑡               

𝑑 log(𝑒𝑥𝑑𝑡) = 𝛼21𝑑 log(𝑟𝑔𝑑𝑝𝑡−1) + 𝛼22𝑑 log(𝑒𝑥𝑑𝑡−1)
+  𝛽21𝑑 log(𝑟𝑔𝑑𝑝𝑡−2) + 𝛽22𝑑 log(𝑒𝑥𝑑𝑡−2)
+ 𝜃2 + 𝑒2𝑡 

(6) 

where, 𝛼𝑖𝑗 , 𝛽𝑖𝑗  and 𝜃𝑖  are 𝑉𝐴𝑅  parameters to be estimated.  

Equation (6) can be compactly written as given below; 

𝑦𝑡 = 𝐴1𝑦𝑡−1 + 𝐴2𝑦𝑡−1 + 𝐶 + 𝜀𝑡                                         (7) 

Where 𝑦𝑡 = (𝑑 log(𝑟𝑔𝑑𝑝𝑡) , 𝑑 log(𝑒𝑥𝑑𝑡))′, and 𝜀𝑡 =
(𝑒1𝑡  , 𝑒2𝑡)′  are 2 × 1 , 𝐴1and 𝐴2 are 2 × 2 matrices and  𝐶  
is 2 × 1 matrix. And a stationary k - dimensional 

 𝑉𝐴𝑅(𝑝) process can be generalized as  

𝑦𝑡 = 𝐴1𝑦𝑡−1 + 𝐴2𝑦𝑡−2 + ⋯ + 𝐴𝑝𝑦𝑡−𝑝 + 𝐶𝑥𝑡 + 𝜀𝑡             (8) 

where, 𝑦𝑡 = (𝑦1𝑡  , 𝑦2𝑡  , … , 𝑦𝑘𝑡)′ is a 𝑘 × 1 is a  vector of 

endogenous variables, 𝑥𝑡 = (𝑥1𝑡  , 𝑥2𝑡  , … , 𝑥𝑘𝑡)′  is a 𝑑 ×
1 vector of exogenous variables, 𝐴1, 𝐴2 … 𝐴𝑝 are 𝑘 ×

𝑘 matrices of lag coefficients to be estimated, 𝜀𝑡 =
(𝜀1𝑡  , 𝜀2𝑡  , … , 𝜀𝑘𝑡)′ is a 𝑘 × 1 white noise innovation 

process, with 𝐸(𝜀𝑡) = 0, 𝐸(𝜀𝑡 , 𝜀′
𝑡) = ∑ 𝜀 , and 𝐸(𝜀𝑡) =

0, 𝐸(𝜀𝑡 , 𝜀′
𝑠) = 0  for 𝑡 ≠ 𝑠.  

F. VAR Estimation 

Since the VAR model in Equation (6) contain lagged values 
of the endogenous variables which appear on the right-hand 

side of equation(6) and the innovations are assumed to be 

uncorrelated with lagged innovations and the exogenous 

regressors, standard orthogonality conditions hold and OLS 

yields consistent estimates. And the lag selection of the 

VAR model will be based on the Akaike information 

criterion (AIC). 

IV. DATA ANALYSIS AND RESULTS 

 
Fig. 1: Time series plot of External debt outstanding of 

Nigeria (1981 – 2018) 

The external debt of Nigeria was high in 2005 (at 

the tune of ₦2,695.07bn) with the sharpest drop in 2006 (at 

the tune of ₦451.46bn) and since then, external debt has 
consistently increased to its highest value ₦7,759.20bn in 

2018. 

 
Fig. 2: Time series plot of real GDP of Nigeria (1981 – 

2018) 

The time series plot of real GDP of Nigeria has 

consistently increased for the period under review. The 

lowest nadir was recorded in 1983 and highest 2018. 
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1% 
5% 
10% 

Log 

(Exd) 
C,T 1 -1.9301 

-4.2350 
-3.5403 
-3.2024 

0.6183 

Dlog 
(Exd) 

C,T 0 -4.5688 
-4.2350 
-3.5403 

-3.2024 

0.0043 

Log 
(Rgdp) 

C,T 2 -1.5040 
-4.2436 
-3.5443 
-3.2047 

0.8091 

DLog 
(Rgdp) 

C,T 0 -3.3195 
-4.2350 
-3.5403 
-3.2024 

0.0793 

Table 1: ADF unit root test 
The result of Table1 reveals that the logarithm of 

external debt and that of real gross domestic debt are 

integrated order one (I (1)) and their first logarithm 

difference are integrated order zero (I (0)) which indicates 

that the two variables under consideration are stationary, 

significant under 1% and 10% percent respectively. 

A. Correlation Analysis 

The correlation analysis enables us to shoe the degree of 

relationship between the two variables under study and the 

result is as presented in Table 2; 

 Dlog(Exd) Dlog(RGDP) 

Dlog(Exd) 1.0000 -0.333123 

Dlog(RGDP) -0.333123 1.0000 

Table 2: Correlation Result 

The degree of relationship between external debt 

and economic growth as presented in Table2 is low and 

negative, this result signifies that the interaction between the 
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two variables do not influence each other in the positive 

direction. The two variables is positive, in other words,  

B. Johansen Cointegration Test 

The Johansen cointegration test will be used to examine if 

there exist long-run relationship between external debt and 

economic growth and the result is shown in Table 3 

Series Log(Exd) Log(Rgdp) 
Lag interval (in differences) 1 to 1 

 
 

Unrestricted Cointegration Rank Test (trace)  

Hypothesized 
No. O CE(s) 

Eigen 
value 

Trace 
Statistic 

 

0.05 
Critical 
Value 

Prob.** 

None 0.2896 17.0585 25.8721 0.4106 

At most 1 0.1236 4.7490 12.5180 0.6327 

Trace test indicates no cointegration at the 0.05 level 
* denotes rejection of the hypothesis at the 0.05 level 

Table 3: Analysis of Johansen Cointegration test 

The result of cointegration test in Table3 reveals 

that the trace statistic (17.05850) is less than 5% critical 

value (25.87211). This implies that there is no co-integration 
between external debt (exd) and real gross domestic debt 

(rgdp), thus, signifies that there is no long run relationship 

between the two variables under investigation. 

Since there is no long-run relationship between the 

two variables under investigation, a VAR model is model 

selection criteria and the model estimates is presented 

below; appropriate. 

 
lag 

0 1 2 3 

LogL 43.7372 49.3133 49.8666 53.0174 

LR NA 10.1681* 0.94380 5.00421 

FPE 0.00029 0.00027* 0.00033 0.00035 

AIC -2.45513 -2.54784* -2.34509 -2.29514 

SC -2.36535* -2.27848 -1.89616 -1.66664 

HQ -2.42451 -2.45598* -2.19199 -2.08080 

Table 4: Lag Selection for VAR Model 

VAR Lag Order selection Criteria 

Endogenous variables: log(Exd), Dlog(Rgdp) 

Exogenous variable: C 

Sample: 1981 2018 

Included observations: 34 

The AIC in Table4 has the least value when the 

VAR model is estimated with 1 lag hence, VAR with lag 1  

is preferred. The AIC in Table4 has the least value when the 

VAR model is estimated with 1 lag hence, VAR with lag 1  

is preferred. This choice is supported by other  

 Dlog(Exd) Dlog(Rgdp) 

Dlog(Exd(-1)) 
0.256255 
(0.16052) 
[ 1.59641] 

-0.010647 
(0.01268) 
[-0.83946] 

Dlog(Rgdp(-1)) 

-1.531197 

(1.90918) 
[-0.80202] 

0.477005 

(0.15084) 
[ 3.16225] 

C 
0.196549 
(0.12318) 
[ 1.59568] 

0.025158 
(0.00973) 
[ 2.58505] 

R-squared 0.121046 0.298125 

Adj. R-squared 0.067776 0.255587 

Sum sq. resides 6.855750 0.042797 

S.E. equation 0.455796 0.036012 

F-statistic 2.272317 7.008448 

Log likelihood -21.23003 70.14469 

Akaike AIC 1.346113 -3.730261 

Schwarz SC 1.478072 -3.598301 

Mean dependent 0.188324 0.042742 

S.D. dependent 0.472074 0.041739 

Determinant resid covariance (dof adj.) 0.000263 

Determinant resid covariance 0.000221 

Log likelihood 49.31923 

Akaike information criterion -2.406624 

Schwarz criterion -2.142704 

Number of coefficients 6 

Table 5: Estimates of the VAR model 

Vector Authoregression estimates 

Sample (Adjusted): 1983-2018 

Included observations: 36 after adjustment 

Standard errors() and t-statistics in [] 

The interaction between external debt (EXD) and 
real GDP as shown in Table5, using VAR model indicates 

that in the short run relationship, there is no significant 

interaction between the two variables. 

 
Fig. 3: Multiple graph of Impulse response functions 

The impulse response function in Figure3 indicates 

that the model shocks (innovations) are stably within the 

Cholesky factor (standard error bands), hence the VAR 

specification is adequate. 

Joint test: 

𝜒2 df Prob. 

8.8984 12 0.7116 

Individual components:    

Dependent R-squared F(4,31) Prob. 𝜒2 (4) Prob. 

res1*res1 res1*res1 0.0723 0.6624 2.6041 0.6261 

res2*res2 res2*res2 0.1668 0.2118 6.0059 0.1987 

res2*res1 res2*res1 0.0340 0.8931 1.2250 0.8740 

Table 6: Heteroskedasticity Tests 

VAR Residual Heteroskedasticity Tests(levels and Squares 

Sample: 1981-2018 

Included observations: 36 

The VAR Residual Heteroskedasticity tests in 
Table 6 shows that the probability value of the Chi-square of 

the joint test and individual component are not significant; 

hence, there is absence of Heteroskedasticity in the VAR 
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model residuals. This indicates that the VAR model 

specified is adequate. 

VAR Residual Serial Correlation LM Test 

Sample: 1981-2018 
Included observations:36 

 

Null hypothesis: No serial correlation at lag h 

Prob. 
Lag 

stat 
LRE* 

df Prob. Rao F-stat df 

1 
2 

7.28634 
0.63886 

4 
4 

0.1215 
0.9586 

1.9031 
0.1579 

(4,60) 
(4,60) 

0.1216 
0.9587 

Null hypothesis: No serial correlation at lag 1 to h 

Lag 
stat 

LRE* 
df Prob. Rao F-stat df Prob. 

1 
2 

7.28634 
10.8902 

4 
8 

0.1215 
0.2080 

1.9031 
1.4191 

(4,60) 
(8, 6.0) 

0.1216 
0.2089 

Table 7: Serial Correlation Tests 

The VAR serial correlation test as shown in Table 

7 reveals that the p-values of Edgeworth LR form of the test 

with the Rao F-test version of the LM statistic as described 

[8] is not significant up to lag 2, indicating that there is no 

serial correlation in the VAR model residuals. Hence, the 

specified VAR model is considered to be adequate. 

Null Hypothesis: lag Obs 
F-

statistic 
Prob 

Dlog(RGDP) does not Granger 
Cause Dlog (Exd) 

Dlog (Exd) does not Granger 
Cause Dlog (Rgdp) 

1 36 
0.6432 

 
0.7047 

0.4283 
 

0.7043 

DLOG(RGDP) does not 
Granger  Cause Dlog (Exd) 

Dlog (Exd) does not Granger 
Cause Dlog (Rgdp) 

2 35 
0.6924 

 
0.0601 

0.5082 
 

0.9418 

Dlog (Rgdp) does not Granger 
Cause Dlog(Exd) 

Dlog (Exd) does not Granger 
Cause Dlog (Rgdp) 

3 34 

1.3829 

 
0.8016 

0.2692 

 
0.5039 

Dlog (RGDP) does not Granger 

Cause Dlog (Exd) 
Dlog (Exd) does not Granger 

Cause Dlog (Rgdp) 

4 33 
1.8710 

 
1.11582 

0.1483 
 

0.3722 

Dlog(Rgdp) does not Granger 
Cause Dlog(Exd) 

Dlog(Exd) does not Granger 
Cause Dlog(Rgdp) 

5 32 
0.94590 

 
0.61897 

0.4723 
 

0.6868 

Dlog(Rgdp) does not Granger 
Cause Dlog(Exd) 

Dlog(Exd) does not Granger 
Cause Dlog(Rgdp) 

6 31 
0.82955 

 
0.63997 

0.5624 
 

0.6972 

Table 8: Pairwise Granger Causality Tests 

The result of Granger Causality in Table8 indicates 

that the hypothesis that the external debt (EXD) does not 
Granger cause economic growth (measured by RGDP) 

cannot be rejected. The result also showed that RGDP does 

not Granger cause EXD. Hence, there is no causality 

relationship between the two variables under study. 

C. Discussion of Result 

The result of the simple correlation reveals that the 

relationship between external debt and economic growth is 

negative, The VAR model in Table5 shows that external 

debt at lag 1 has insignificant negative effect on present 

economic growth measured by proxy, real gross domestic 

product, the result also indicates that real gross domestic 

product at lag 1 has insignificant negative effect on external 

debt. Generally, the two variables under study have no 

significant interaction in the short-run. This finding is 
contrary to that of [15] who studied the role of external debt 

on economic growth in Pakistan and found that external debt 

stock has significant positive effect on Pakistan GDP. 

The cointegration result as presented in Table 3 

reveals that there is no long-run relationship between 

external debt and economic growth in Nigeria. This finding 

is not in agreement with that of [13] who examined the 

relationship between External Debt (ED) and Domestic 

Products in Bangladesh and finding suggests the existence 

of long-run relationship between GDP and ED. 

The result also indicates that there is no Granger 

causality relationship between the two variables, this finding 
is contrary that of [13] whose study showed that there bi-

directional causality runs through GDP to ED as well as ED 

to GDP in Bangladesh. 

V. CONCLUSION 

It is expected that the increasing external debt outstanding in 

Nigeria for the period under review should have spurred 

economic growth as the government consistent borrowing 
ability has not decreased overtime. But the empirical study 

has proved the a-priori expectation wrong as Nigeria’s 

increasing external debt rate has not significantly affected 

economic growth positively. 

However, it becomes expedient for the government 

to review its policies on external borrowing and servicing so 

as to enhance economic growth. 
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