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EFFECT OF SANCTION ON THE NIGERIAN ECONOMY
BY
EMEKA J. OKEREKE |
LECTURER, DEPARTMENT OF FINANCE AND BANKING UNIVERSITY OF
PORT HARCOURT. |

ABSTRACT ‘

Sariclion is a punitive actions initiated b y one or more aclors
against one or more others (targsts) for not conforming to
societal norms and standards over lime and this is with a
view to bringing them (targels) to conformity. Econcmic or
financial sanction as applied in this paper may take lhe form
of universal, mullilateral or urilateral sanction. Whichever
form the effect on Nigerian trade and finance is worrisome.
Suspension of development ards/qgrarnts such as exchange
pri)grammes. scholarships, military goods and services,
lraining programmes have been identiied among others, as
sanction. These have negative effect on the economy
generally and Nigeria trade and finance in particular. It
therefore call for appropriate preventive measures by the
Federal govermmaent especially in the area of respect for the
‘local and inlernational laws and
democratization of the polity.

dignity of man,

INTRODUCTION:
Nigeria, since her independence ig 1960, has been
ntrolled and ruled by three main governients. They are

the military, civilian and interim governments with the military
~rovemment dominating the scene. Specifically, the country

rinessed seven (7) military governments and one interim

iment This ugly trend has not augured well for the
=‘opment of the nation especially in the development of
c sector. The rulership of ngerfa by the military
conomy by the late 70s4when economic
s visit to the country as théexternal reserve
N3.7bin 1975to N1.4bin 1979. (Akpara 1987:
na o World Bank ratings, Nig#ria has declined
middie income economy to balng a low-income
n fact, virtually all the econondc indexes have
=nt declihe. Thus, the Nigerigh economy since

he AT

e

d rulership of the country by the military has
erised by declining industriaf and agricultural
y dependence on crude oil andtieclining foreign

2= earmings. It has also been Marked by price
ons. non-oplimal public investment gnd expenditurc,

mporiation of consumer goods, @tc. politically
ly. there have been continuous fibuse of human

mahis and neglect of human digioty by the military

mament, fraud at highi s oo o ere  These

——————
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. economic sanctions (coercien) are actions initiated by one

negative trends have tremendously affected the econo
social and political development and growth of the Nigeri
nation. In the midst of all these, the western nations are
folding their hands. They have been proffering econo
policies and political ideas aimed at allevialing the proble
of the suffering masses. They have been pressuring {{
military junta at various limes to no avail. Sanctions h
been imposed.

In 1993, actrons and events leadmg to t
controversial annulment of June 12 presidential electi
attracted sanction by Westem nations. Recently, the judi
murder of Ken Saro Wiwa, spokesman of the Ogonis, a
and playwright, and eight other Ogoni leaders on friday 1
Nov. 1995 has attracted to Nigena and its military junta s
condemnation and punishment by America, Russia, Britai
France and the rest of the Western World.

With sanclions already imposed and more seve
ones yet to come, one wonders the likely effect of thed
sanctions on the economy in general and Nigeria's expa
trade and finance in particular. This paper will unveil this wi
a view to suggesting preventive measures and solulions.

|

Sanctions: An Overview - The terms boycott, embargo an
sanctions are almost the same thing although they ar
technically different. They are used here interchangeably f
purposes of comprehension.

The word sanction is one of those rare terms (lik¢
sanguine) that means the opposite of themselyes. Asaverb,
it means to give permission. At the same time, sanctionj
havé come to mean those aclions, usually econornic, use
(o purish a nation. Thus, in one sense, the word means“
‘parmission ' to be coveled, and in the other sense, the wor
means penalty o be abhored. Afjopling the latter sense

Danodi and Dajani (1983) defined sanclion as a collecli_vq

action against a state: considered to be violaling internationall

law taken (o compel thal slale to conform.. Precisely

or more international actors (the senders) against one ©
inore others (the targeis) wilh either or both of iwo purposes
to punish the largets by depriving them of some value and /
or lo make the targets comply with certain norms the senders

deem important, They are altached punitive in nature. [

.

oo |
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Sanction is onentad in the justice Model which simply «tates



iq

business prof)aty
 something wrong enough to this response. (Von Hisch et al, in larael.
1876 in William, 1990). It promises a philosophically sound- i | Arab oil producing United States June 1%77
sanctioning policy which supposedly respects human dignity countries Britain and Sept. 1967
and reflects the best traditions of justice. L West Germany
Five different types of sanctions can be identified. ¢ | Regional Alliances
They are the normal, diplomatic, financial, economic and . |inter-American ' Dominican . Aug. 1960
mikitary. Our focus here is on economic and financial sanctions Treaty of Mutual Republic
atand those who impose them are called sanctioner (senders). Assistance
Essentially, different categories of economic or financial  j Organisation of Dominican 1961
-ifsanctions can be identified: American States | Republic
. Universal sanctions which are those punitive actions (OAS) Cuba Dec. 1963 -
"Iby World organisations like the League of Nations and United ’ July 1975,
4 Nations. iii.| Organisation of South Africa
, African Unity (OAU) 1983
92. Multilateral Sanctions which are those punitive ' ' Portugal July 1975
JAactions by multiple-statecollective actions like loose Rhodesia Oct. 1965
gcoalitions e.g.. Arab stares, Regional Alliances e.g.. \srael Nov. 1973
o Organisation of African Unity (OAU), etc. iv.| Arab League (AL) lsrael 1084
0 Unilateral sanctions which is one-state punitive % {Qrgartsahon of Lriltes St?tes Oet. 1973
actions e.g.. United states, Germany, Britain etc. petrole'um Exporting | South Africa March 1674
Yo Economic sanctions of different ol bt countries (OAPEC) |The NethedaMs,‘
) , . Portugal, Rhodesia
imposed to different target group(s) at different times as . _
\mbulated below: vi. Coordt.natlng _ Communist Bloc, 1947
q Committee on
“Fanctioner Target Date Export Controls
-4 Organisations ' viil Council for mutual | Western Alliance 1949
1 »aque of Nations Yugoslavia - 1921 Economic Assistance
ParagUay 1934 (COMECQU) Albania 1962
i italy .1935-6 vii|. European Economic |Iraq April 1980 -
¥|United Nations Spain 1946 Jan 1982
| China 1951 community (EEC) | Argentina April 1980 -
, North Korea 1951 Jan 1962,
' South Africa  |[Dec. 1963 D.| One-State (Nation-
Rhodesia Nov. 1965 - -to -Nation) Yugoslavia 1848 and
Dec. 1979. 1957
Iraq - 1904 lsovietUnion Australia 1964
Nigeria 1995
Libya 1992 Is.rael 1860
o Finland . 1959
: S China 1959-1960
i Common Wealth S;;;:'r'iz VA: 332 > flanis Lt il
nE s Coamxon?v “ii. | United States LJapan ) 1041
‘ - : : ‘ Dominican 1960-1962
|| Westemn Nations fran 1951-3 .
e Rritain i i Republic
&d by Britain) ‘m Cuba 1960
Spportof mult- Indonesia 1963-1965
national oil companies United Arsb
| Arab States Companies owing | 1955 Republic ‘19&?

that punishment is justified wherever a person has done
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India 1965-1967
, Chile 1972
India 1972
Angola 1976
Uganda 1978
Iran 1979-1980
Soviet Union 1980-1981
! Poland . 1982
Argéntina 1962
; Nigeda - 1095
ii| Britain Soviet Union 1933
Rhodesia 1965-1979
Argentina 1982
F Nigeria 19895
iv| Nigetia Biafra 1967-1970
v.| India Hyderabad 1948
Geo 1954-1961
vii China United States 1805
Britain 1925-1926
Japan 1931-132
v.| Japan Russia 1907.

Sources: Selected United Nations Publication of various
Years and Duoudi and Dajani (1983).

From the table, it is obvious that sanctions have a
global connotation ensuring that any nation(s) violating
intemational law is punished accordingly. However, this does

't apply always. For instance, the Veloes, as practised in
sted Nations, have prevented the Security Council of the
body from taking action against an aggressor in numerous
instances. For example, the vetoes by Britain and France
preciuded action in the 1956 Suez Crisis. Similarly, vetoes
siet Union frustrated the Council's efforts after the

+isy R Goa I 1961, during the Indian-Pakistani -

war in 197 %2and foliowing the Soviet invasion on Afghanistan
n another episode, in the wake of the euphoria of
war_the United Nations security Council took no
acoon in the Spring of 1991, when rebel forces of the National
patnotic front of Liberia invaded Sierra Leone.

Objectives and Limitations of Sanctions: There are
numerous objectives for the imposition of sanctions to
desqrving target country. The pursuit of one objective(s)
depgnds on the choice and intension of the sanctioner.
Gearferally, the following objectives can be identified

to maintain the illusion that the sanctioner

is inflicting damage on the target nation.

- to express morality and justice.
to signify disapproval or dié'pleasure

inolude, &+

Ve
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- tosatisfy emotional needs

- to maintain sanctioner's positive image and
reputation.

- to relieve domestic pressure

- toinflict vengeance

- to restore self-confidence and self-image

- to defer third states from following the
example set by target nation.

- to cause severe economic deprivation,
improvishment and hardshps.

- to overthrow target's government

- . tochange target’s political system.

These list of objectives have been pursued at differen ‘
times by different group(s) of sanctioners. For Nigeria, Wester |
nations have imposed sanctions (severe economic sancti
yet to come) to express morality and. justice, to signify
disapproval and displeasure, to effect change of Nigerian mili
government. These, objectives hotwithstanding, there i
widespread skepticism about the efficiency of sanctions for
number of reasons. In the words of Richard H. Ullman (187 ‘
in' Daoudi and Dajani (1983) "in fact, the issue of sanctions
now more symbolic than real, for sanctions have been on! !
partially effective. Although foreign trade and investment have
diminished, the shrewd white Rhodesians have managed tg
matket their country's chrome and tobacco, and to get the
forefgn goods they have needed-including, especially oil a
weapons. Lifting sanctions now would make foreign sales ang
purchases easier, but alone would have no major impact u
Rhodesia's economy. Although that economy has been badi
hurt in the past few years, it is the escalating war and
sanctions that has done the damage”. This implies t
economic sanctions are not likely to produce the desired resu
The reasons for this according te Dauodi and Dajani (1993

1. The difficulties in gaining universal agreement as t
which issues require actions and as to the means of achievi
support for the application of sanctions to such issues;

2. The difficulties involved in the option ang
implementation of collective sanctions.

3. The willingness of other suppliers to provide the targe
nation with needed commodities because the economic ang
attimes, the political incentives to do so will be too tempting
to tum down.

4. The difficulties involved in extending the sanction:
beyond tolerable time limits. Paradoxically, the longer the
sanctions that are imposed, the more diverse' become thd

\
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opportunities to circumvent them. Long-term imposition of
gsanction is seen to permit diversification of the economy,
|including substitution of products, development of altemative
lmm of supply and ammangement of barter deals for provision
of necessities

|5 The difficulties of preventing supplies from being
rerouted through third parties, particularly some international
companies who specialise in sanction-busting owing to the
enormous profits involved,

1

8. The resilience and adaptability of target states. As
sanctions will strike a serious blow against the foundation of
the political regime of a target nation, those in power will

1‘resist the imposition of sanctions by making necessary
changes in the state’s econpmy.

‘I

For The difficulties of political-economic coordination
between the sanctioning parties themselves and also
igbetween third parties, neutrals and other major powers.

18. The fact that not all states are equally sensitive to
economic pressure - an agricultural, self-contained
“‘community is obviously less vulnerableto such coecion
" .an an industrial one.

q
tad The fact that not all’ sates cooperating in the
Jeronomic sanctions will bear an equal burden, and that
ndsometimes the burden may prove intolerable, leading to the

'vi‘breékdown of the sanctioners’ esprit de corps

("310 The threat that an effective sanction may cause a
~anitanan problem, since financial pressures hit not only
“litical regime but also innocent civilians, who may

iffer most from it

The possibility that an embargo will not defer from
n any country which is convinced it can bring a

a successful conclusion within a short time, or has
siccumulated large stocks of essential materials.

L ne

rmined 1o achieve his ends by force strikes swiftly and

fact that an aggressor, single-mindedly

nd’ wrd while an international organisation composed of more
I==2n 150 nzations with diverse interest must at best move

‘mit. oW

ind , '

. Ji3 The difficulties of iImposing anctions against powerful

’ ﬁgra ons whuch might have perpetrated greater crimes against
piernabonal peace than those against whom sanctions were

onsectually imposed With their veto power in the security

the™unc = superpowers not only will not allow  sanction

posad on themselves, but will also veto any sanctions

T LANCTEDN A e N e w

resolution directed against their allies or client states.

The other side of sanctions

The difficulties itemised above dislodges sanctioners
from attaining their broad and specific objectives. In addition,
it has been maintained by analysts that sanctions have
counter-productive effacts on the sanctioner but productive
effect on the target nation. Some of the effects include:

1, That sanction serve rather to unite than to fragment
the society of the target country.

2. That sanctions stimulate the country's economic
development by promoting greater self-reliance and
self-sufficiency. They provide the target nation with a drive to
produce the necessary commodities themselves and promote
their efforts to develop alternative sources and substitute.

3. That sanctions create a confused international
market situation resulting in higher costs and expenditures
for all-sanctioners, target and the third parties.

In Nigeria, Momoh (1995) predicted that sanctions
will promote nationalism and patriotism internally, enhance
the sovereign value of the naira and prolong military rule.
This is not the expectation of the western nations but they
may have to stay. Again, sanction will inculcate and encourage
maintenance culture and adaptability. The case of Biafra best
illustrates this point. However, one needs not to over-
emphasise this aspect of sanction.

Present and Future Effects of Sanctions on the Nigerian

Economy
The imposition of sanction is based on the intenced

objective(s) of the sanctioner as highlighted above. In the
same way, the effects depends on the direction of the
sanction. At times, sanctions have multi-linkage effect
affecting the varidus sectors of the economy of the targe!
nation.

Presently, Nigeria has been suspended from the 53
- member commonwealth of Nations which consequently leac
to the suspension of development aids. For examp

European commission Suspension of $66.8 (N 7
development aid to Nigeria. This action has put much
pressure on the fiscal policy of the government as funds
now allocated to those areas that were covered by such
suspended development aids. The signing of agreement on
the Liquified Natural Gas (LNG) project between Shell and
the Federal Government has also been suspended. This has
also blocked the foreign exchange eamings realisable from
the project, since the projects products cannot be exported
as planned. The suspension of scholarship for 8 young

ae
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MNigenen graduates into the Danish Business School in London
10 be sponsored by Nigerian-Danish Chamber of Commerce,
Industry and Agriculture has gone aJong way in reducing our

foreign reserve by the monetary value of the scholarships.
|This has contributed in weakening the economy. The major
components of the economic, technical, scientific,
educational and co-operative agreements between Nigeria
and Romania established in 1984 has almost dried up. This
has already cost the Nation millions of dollars that would
have been directed elsewhere. Again the country's
suspension from the commonwealth has cost the nation the
body's technical co-operation, its foundation for socio-
economic assistance, its science council assistance,
amongst others. The imposition of the following limited
sanctions on the military by the United States and Britain
has affected Nigerian export trade and finance.

i Suspension of a N450,000 aid for military education
* and training.

ii. Review and denial of application for commercial
export of defence articles meant for Nigeria.

iii Embargo on posting of a new defence attachee to
Lagos and expulsion of Nigeria's equivalent from
Washington.

LY Expulsion of Nigernian Military officers studying in

the United States under the International Military

educational training (IMET) programme.

Restriction of Nigeria's military officers' access to

the US government.

Y s

Total ban on the sale and repair of military goods
and services

All these, amongst others are capable of undermining

efforts at national economic recovery and self-reliance.
future effects of sanctions on Nigerian export
ance is severely negative, especially if the
tlamour for oil sanction comes through. Already, the
economic weather has subjected the nation into untold
hardship in verying dimensions. Then the implementation of
the proposed oil sanction by western nations will be adding
alt to injury Specifically, oil sanction would make Nigeria
la; dearly for refusing to diversify the economic base of the

nation over the past years.

As an import-oriented country, the ugly side of import
dependence would manifest, as companies would close
shops for lack of foreign exchange with which raw materials

.......

and spare paris are imported. They cannot do otherwise

pecause foreign sellers would not be ready to grant credit
atiites Meanwhile, companies are responding to the harsh
economic condition blowing the nation with most of them

7]
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closing éhops and those managingd to operate are doing
far below capacity level with several hands retrenched. Thi 1
is going to continue and even worst.
It is @n record that 7 percent of Nigerian foreig| I
earnings come from oil. With imposition of sanction on thi
sector, exportation of oil and its products to western Nation
(sanctioneré) will be cut off and this will go a long way i :
reducing significantly earnings from export-trade which bT~
extension affects foreign exchange used in importin
essential goods and services needed for the domesti
economy. Such goods include raw materials, drugs, food
technical assistance, etc. The effect of this on the econom;
in general and the standard of living of the people in particul
is depressively multi-dimensional. In fic:, the collapse of t
entire economy is very eminent givel the monopolistic
of the Nigerian economy. The fundamental disequilibruim i
Nigeria balance of payments is expected to persist and thi
will cohsequently affect the nation's international creditabiliy
Apart from the above mentioned effects, oth
possible future effects of sanction of Nigeria export tradeg
and finance are summarily itemised as follows: i

!

International lending agencies sWorld Bank, IMF, |
Paris Club, London Club, etc.) will close shop lending
and moratorium will be withdrawn. This will go along

way in

1, Distorting all development projects associated with
funds from these agencies.

2. Increased extemal debt.

Further depreciation of the Naira

Increased death rate resulting from starvation, 2s
importation of drugs, raw materials and other
essentials of life would have closed doors.

5. Capital flight will be on the increase. This will retard
the progress of development in the country.

6. Stag-flation. This is where inflation exist side by
side with stagnation of all activities and sectors of
the economy.

7 Low productivity

Dumping: This is a situfation where domestic price
is higher than price aborad.
9. In order for industries to cope with the envisaged

ugly economic situation, they are likely to confine
with non-growth strategy example, retrenchment

1. General lack of funds for development and other
investment. :
1 Capital market operation will be affected because

of massive withdrawal of shares resulting from
reduction in the level of dividend declared.
12 Waste of resources especially export products



13 éhaleta relationship will be worsened. This will

-$ffiect the country’s technological development.
RE NDAT CONCLUSION:

~From the list of possible effects of sanctions on -

Nigerian export trade and finance highlighted above, itis quite
obvious that the pains associated with it are far more

_damaging to the development and growth of the individual,

the government and the economy. It therefore, calls for
appropriate preventive measures by the Federal Govemment.

To this end, Governnient should work out ways of avoiding
 the imposition of sanctions by respecting the dignity of man
and allowing the wishes of the people to prevail. Local and
iriternational laws should be respected to the latter.
Government should use dialogue in handling the issues at
stake. They should create room for World understanding and
apologetic in their approach. The democratization process

? should be hastened_ and made realistic. The idea of

government "remote controlling” the election process should
he discouraged. All these will make Western Nations see
reason into the government's approach to a better Nigeria..
It is a known fact that sanctions will keep Nigeria in
a state of complete diplomatic isplation, force the government

| togo on struggling for economic survival at ever rising costs
toitself, encourage and strengthen internal opposition to the

savernment by demonstrating confirming Western World

~Interest in its cause and sustain the world view of the

«woplability of the government, To avoid these, the
riuestions preferred aboye, should be seen with all amount

. i seniousness it deserves. Nigeria will only move forward if

3
|

diplomatic relationship belween her and the rest of the world
1s very cordial.
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