ISSN (On-line) 2217-7558 (Print) 2334-9670

UDC: 33.050 DOI: 10.12803/SJSECO COBISS-ID: 192509196

SOCIOECONOMICA
The Scientific Journal for Theory and Practice of Socio-economic Development
Naučni časopis za teoriju i praksu društveno-ekonomskog razvoja
IMPACT FACTOR (2012) 0,256 | IMPACT FACTOR (2013) 0,312 | IMPACT FACTOR (2014) 0,432| IMPACT FACTOR (2015) 0,543

Volume 7 | Number 14 | December 2018

AKROASIS

SOCIOECONOMICA
Naučni časopis za teoriju i praksu društveno-ekonomskog razvoja
The Scientific Journal for Theory and Practice of Socioeconomic Development
ISSN: 2217 – 7558
UDC: 33
DOI: DOI number are provided in coordination with zenedo.org (European OpenAIRE program operated by CERN)
COBISS.SR – ID: 192509196
Periodičnost: polugodišnje (jun/decembar)
Frequency: semiannual (June/December)
IZDAVAČ | PUBLISHER
Centar za primenu novih i inovativnih tehnologija NIT
Osmana Dervišnnurovića 33, 36300 Novi Pazar, Republika Srbija
Osmana Dervišnurovića, 36300 Novi Pazar, Republic of Serbia Tel:
(+381)603907000, Fax: (+381)20385822
E-mail: socioeconomica@klasternit.rs
Web: www.socioeconomica.net
www.socioeconomica.info/xmlui
KANCELARIJA UREDNIKA | EDITOR’S OFFICE
ŠEMSUDIN PLOJOVIĆ, Full professor
MEHMED MURIĆ, Assistant Professor
ILIJA ĆALINA, Assistant Professor

Glavni i odgovorni urednici

AZEMINA MAŠOVIK
ELVIN HUDUTI

Sekretar redakcije
Secretary

DRAGAN ČIZMIĆ
NENAD ŠEVO

Prevodioci i Lektori
Translators and Lectors

Editors-in-Chief

ALDIN KALAČ
SADI SEYAMA

Asistent Glavnog urednika
Assistant of Editor-in-Chief

UREĐIVAČKI ODBOR | EDITORIAL BOARD
Dr. Gordana Ajdukovic European Center for Peace and Development University for Peace est. by the United Nations | Dr. Slobodan
Cvetanovic University of Nis | Dr. Dragana M. Djuric University of Novi Sad | Dr. Petar Bojovic University of Novi Sad | Dr. Mehmed
Meta International University of Novi Pazar | Dr. Predrag Nikic Alfa University Belgrade | Dr. Lazar Cvijic Alfa University Belgrade | MA
Aferdita Crnisanin Alfa University Belgrade | Dr. Mehmed Muric European Center for Peace and Development University for Peace est.
by the United Nations | Amel Izberovic Ministarstvo finansija Republike Srbije – Uprava za trezor | Dr. Aleksandar Prnjat Alfa
University Belgrade | Aleksandar Plavšin European Center for Peace and Development University for Peace est. by the United Nations |
Dr. Filip Đoković Singidunum University | Dr. Nada Vignjević-Đorđević State University in Novi Pazar | Dr. Jelena Božović University of
Pristina | Dr. David Dašić University Union Belgrade | Dr. Sandra Stojadinović Jovanović University of Belgrade

MEĐUNARODNI IZDAVAČKI SAVET | INTERNATIONAL ADVISORY BOARD
Dr. Martin Meyer-Renschhausen Hochschule Darmstadt – University of Applied Sciences Fachbereich Wirtschaft | Dr. Eddie Gerba London
School of Economics UK | Dr. Christoph Merschbrock Department for Civil Engineering and Energy Technology, Oslo and Akershus University
College (HIOA), Oslo, Norway | Dr. Renard Siew Centre for Energy and Environmental Markets, UNSW, Sydney Australia | Dr. Adewale O.
Banjo University of Zululend, South Africa | Dr. Aleksej Vasiljevič Ivanajski Open State University Moscow, Russia | Dr. Aleksandar Fedorovič
Marukov Kolomensky Intitute Moscow, Russia | Dr. Tahir Mahmutefendic Head of Business Studies, Department Rokeby London, UK | Dr.
Daniel Stavárek Silesian University in Opava, Czech Republic | Dr. Tomáš Gongol Silesian University in Opava, Czech Republic | Dr. Michal
Tvrdon Silesian University in Opava, Czech Republic | Dr. Ahmet Burcin Yereli Hacettepe University, Ankara

| Dr. Caglar Ozel Hacettepe University, Ankara | Dr. Necmiddin Bagdadioglu Hacettepe University, Ankara | Dr. Dogan Nadi Leblebici
Hacettepe University, Ankara | Dr. Mustafa Kemal Oktem Hacettepe University, Ankara | Dr. Mustafa Umur Tosun Hacettepe University,

Ankara | Mehari Fisseha Ruhr Universitat Bochum | Dr. Aleksandra Vidovic Paneuropean University APEIRON Banja Luka, Bosnia and
Herzegovina | Dr. Clinton O. Aigbavboa University of Johannesburg | Dr. Wllington Thwala University of Johannesburg | Dr. Ayeni
Dorcas Federal University of Technology Nigeria | Dr. Olumuyiwa B. Adegun University of Witwatersrand Johannesburg | Dr. Ayman
Othman British University in Egypt | Dr. Okolie Kevin Nnamdi Azikiwe University Nigeria | Dr. Winston Shakantu Nelson Mendela
Metropolitan University South Africa | Dr. Eziyi Offia Ibem Covenant University Nigeria | Dr. Mohammad Abdul Mohit International
Islamic University Malaysia | Dr. Chris A. Ogbonna Federal University of Technology Nigeria | Dr. Fidelis Emuze Central University of
Technology South Africa | Dr. Robertson Tengeh Cape Peninsula University of Technology South Africa | Dr. Edina Hodzic Hochschule
Darmstadt – University of Applied Sciences Fachbereich Wirtschaft

POLITIKA AUTORSKIH PRAVA I ARHIVIRANJA | COPYRIGHT AND ARCHIVING POLICY
Otvoreni pristup naučnog časopisa SOCIOECONOMICA podrazumeva objavljivanje radova pod uslovima Creative Commons Attribution
Licences (CC - BY - NC) licence koja omogućava upotrebu, distribuciju i reprodukciju rada u bilo kom obliku ukoliko se originalni rad
ispravno navodi. Autorska prava bilo kog rada objavljenog u naučnom časopisu SOCIOECONOMICA zadržavaju autori. Autori daju
dozvolu časopisu da objavi rad i da se identifikuje kao originalni izdavač. CC - BY - NC licenca dozvoljava: deliti - umnožavati,
distribuirati i javno saopštavati delo; remiksovati - preraditi delo. Pod sledećim uslovima: Autorstvo - morate da navedete ime izvornog
autora na način koji je određen od strane izvornog autora ili davaoca licence (ali ne tako što ćete sugerisati da Vas podržava ili
odobrava Vaše korišćenje dela). Nekomercijalno - Ne možete da koristite delo u komercijalne svrhe. Bez uticaja na: Odricanje - od
svakog ugovornog uslova može da se odstupi ako dobijete dozvolu nosioca autorskog prava. Javni domen - ako je delo u celini ili
delimično, u javnom domenu, po merodavnom pravu licenca ne može da promeni status tog dela. Ostala prava - licenca ne utiče na
sledeća prava: prava nastala iz zakonskih ograničenja autorskog prava; moralna prava autora; Prava lica povezanih s delom ili
korišćenjem dela, kao što su, pravo na lični život i lični zapis ili pravo na privatnost. Napomena: prilikom svakog korišćenja ili
distribuiranja dela, morate jasno da predočite drugima ugovorne uslove pod kojima je delo licencirano.
Naučni časopis SOCIOECONOMICA dozvoljava autorima arhiviranje svojih radova u repozitorijume otvorenog pristupa nakon
objavljivanja u časopisu a koji sadrže promene nastale na osnovu predloga i sugusetija recenzije. Što se tiče ovog naučnog časopisa,
SOCIOECONOMICA u prvi plan stavlja autora. Dakle, ne postoji organičenje u pogledu arhiviranja. SOCIOECONOMICA autoru
dozvoljava da arhivira svoj rad u finalnoj verziji nakon objavljivanja u formatu prema sopstvenom izboru. SOCIOECONOMICA veruje u
istinitost otvrorenih izvora. Politika otvorenog pristupa časopisa SOCIOECONOMICA registrovana je u SHERPA/RoMEO.
Za više detalja | For more details
http://www.socioeconomica.net/

INDEKSNE BAZE I ELEKTRONSKE BIBLIOTEKE | INDEXING AND E-LIBRARY
WorldCat | Google Schoral | RePEC | EBSCO Host | CEEOL | Index Copernicus | DOAJ | BASE - University of Bielefeld | ScienceCentral | University
of Regensburg | SSRN | SCIRUS | Virje Universiteit Brussel | SLUB | Univeristat des Saarlandes | Universitat Leipzig | Universitat Hamburg | Ulrich’s
Periodicals | ISC | The European Library | Bayerische Staats Bibliothek | Academic Journal Database | University of Saskatchewan | University of Texas
at El Paso | University of Groningen | Goethe University Frankfurt am Main | Universitat Heidelberg | Research Bible | Universia | ERASMUS |
ProQuest IBSS | CiteFactor | ERIH | EconLit

ODRICANJE OD ODGOVORNOSTI | DISCLAIMER
Izdavač, Naučno društvo za promociju i unapređenje društvenih nauka AKROASIS i urednici ne mogu biti odgovorni za bilo kakve greške
i posledice proistekle usled korišćenja ograničenih informacija u ovom časopisu. Stavovi i mišeljenja izraženi u časopisu ne odražavaju
stavove i mišljenja izdavača i uređivačkog odbora.
The Publisher, Scientific Society Akroasis and Editors can't be held responsible for errors or any consequences arising from the use of
informations constrained in this Journal. The views and opinions expressed do not necessarily reflect those of the Publisher, Scientific
Society Akroasis and Editors.

ŠTAMPA | PRINTING
Prographico, Novi
Pazar

TIRAŽ | CIRCULATION
100

CIP – Catalogization in Publication
CIP - Каталогизација у публикацији
Народна библиотека Србије, Београд

SOCIOECONOMICA : the Scientific Journal for Theory and Practice of Socio-economic Development = naučni časopis za
teoriju i praksu društveno-ekonomskog razvoja / glavni i odgovorni urednici Šemsudin Plojović, Ilija Ćalina, Mehmed
Murić.

- Štampano izd. - Vol. 2, no. 4 (dec. 2013)- . - Novi Pazar (O.Dervišnurovića 33) : Centar NIT, 2013- (Beograd :
Copy Centar). – 28 cm
Polugodišnje. - Preuzima numeraciju godišta i broja elektronskog izd. - Drugo izdanje na drugom medijumu:
Socioeconomica (Online) = ISSN 2217-7558
ISSN 2334-9670 = SOCIOECONOMICA (Štampano izd.)
COBISS.SR-ID 203937804

TABLE OF CONTENTS

Aimola, Akingbade U. | Odhiambo, Nicholas M.

1

A REVIEW OF PUBLIC AND PRIVATE DEBT DYNAMICS IN NIGERIA
Tulumović, VanesREGIONAL DEVELOPMENT POLICY OF THE EUROPEAN UNION IS A
SOLUTION FOR THE REGIONAL DEVELOPMENT OF BOSNIA AND HERZEGOVINA

19

Ojukwu-Ogba, Nelson | Lubisi, Nombulelo
SOUTH AFRICAN SOCIAL ASSISTANCE FRAMEWORK: AFRICA’S SOCIO-ECONOMIC
AND POLITICAL STABILITY MODEL?

31

Omotayo, Abiodun Olusola
CORRELATES OF HUNGER SEVERITY AND FOOD INTAKE AMONG RURAL
HOUSEHOLDS IN NIGERIA: FACING THE KEY CHALLENGES OF THE 21ST CENTURY

53

Martynov, Arkady
ABOUT SUSTAINABLE SOCIAL SYSTEM TRANSFORMATION

77

AUTHOR GUIDELINES














Page format is with standard A4 margins, each 2cm wide.
Papers are to be written in English.
Papers should be written in MS Word and the font should be Times New Roman.
The main title should be in the middle of the first page in English (Font size 18pt).
The author's name and surname should be below the title (Font size 14pt); the name and place of the author's institution should
follow.
The abstract should be maximum 100 words long. Font size is 10pt.
Key words, maximum 5.
State the JEL paper qualification, available online.
Headings and subheadings should be font size 12pt.
The headers of tables, graphs, illustrations and so on, should be in Arabic numerals. Pictures, illustrations and graphs are to
be separately sent in .jpg file type (resolution 300*300 dpi). Pictures, illustrations and graphs are to be in black and white
(grayscale). The font for text in pictures, illustrations and should be Arial, size 9pt.

CITING AND REFERENCE TO LITERATURE
In the text
...Takođe, mogućnost permanentnog regulisanja primarnog novca putem ovih operacija centralne banke isključuje nužnost generisanja snažnih
monetarnih impulsa na kratak rok, koji izazivaju nepovoljne efekte u realnoj sferi ekonomije. [Živković 2008, p. 529]
For book references
Bindseil, U. [2004] Monetary Policy Implementation, Theory, Past and Present, Oxford University Press, Oxford.
Chapter or article in an edited book
Anderson, P., & Gruen, D. (1995) Macroeconomic Policies and Growth. In: J. Dwyer & D. Gruen eds, Productivity and Growth, Sydney, Reserve Bank of
Australia, pp. 279-319.
Journal
Malhotra, Y. (2005) Integrating Knowledge Management Technologies In Organizational Business Processes: Getting Real Time Enterprises
To Deliver Real Business Performance. Journal Of Knowledge Management. 9 (1), pp. 7-28.
Electronic Journals
Johansen-Berg, H. & Lloyd, D.M. (2000) The physiology and psychology of selective attention to touch. Frontiers in Bioscience [Internet], November
1, (5), pp. 894-904. Available from: <http://www.bioscience.org/2000/v5/d/berg/fulltext.htm> [Accessed 26 November 2000].

Original Scientific Paper
DOI: doi.org/10.5281/zenodo.3600248

A REVIEW OF PUBLIC AND PRIVATE DEBT
DYNAMICS IN NIGERIA
Akingbade U. Aimola
Department of Economics
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Nicholas M. Odhiambo
Department of Economics
University of South Africa
Abstract
Trends in public and private debt are raising concerns among policy makers in Nigeria. In view of
recent debt relief and various bank reforms, economists wonder if trends in public and private debt are
negatively affecting financial and macroeconomic stability even when authorities are achieving or
close to achieving set macroeconomic objectives. In this regard, this paper explores the dynamics of
public and private debt in Nigeria, using an exploratory review approach, while also appraising their
success and failure for the past 37 years. The study findings reveal that continuous fiscal dominance,
cost of borrowing, deterioration in export earnings, and fiscal and monetary policies coordination
contributed largely to significant changes in total public debt portfolio. Fiscal dominance and Deposit
Money Banks’ (DMBs) adverse selection in private sector credit allocation largely affect changes in
domestic credit to the private sector. Despite growth in the management of public and private debt,
some challenges still exist, especially in the area of changes in public debt stock closely linked to
continuous expansionary fiscal deficit, and fiscal dominance. For private debt, increased domestic
borrowings by government from the banks remained a threat to private sector credit because of the
“crowding-out” effect. In view of this, the study recommends the pursuit of fiscal adjustment policies
that are sufficient to put public debt on a declining path, and strengthen autonomous central bank free
from political interference in the effective implementation of monetary policy and private sector crowdin policy.
Keywords: Nigeria; public debt; private debt; fiscal dominance; policy coordination.
JEL Classification: E52, E62, H63.

1.

Introduction

The importance of public and private debt cannot be over-emphasised because of its
clear link with fiscal and monetary policy in affecting financial and macroeconomic stability
(Togo, 2007). Studies after the 2008 global financial crisis revealed that prudent debt
management and effective coordination of debt management, fiscal and monetary policies are
1

crucial for financial and macroeconomic stability; hence, the alignment of debt management
with overall macroeconomic framework in ensuring effectiveness (Englama et al., 2014). The
Nigerian public and private debt, like that of many developing economies, has changed
significantly in the past decades. For instance, between 1980 and 2017, nominal total public
debt to Gross Domestic Product (GDP) ratio averaged 33.0%, while growth in nominal total
public debt averaged 30.0%. DMBs’ credit to the private sector as a percentage of GDP
averaged 9.8%, while DMBs’ credit to the private sector nominal growth averaged 25.4% for
the same period (Central Bank of Nigeria (CBN), 2001, 2017 and Debt Management Office
(DMO), 2018).
The position of debt dynamics is very crucial for Nigeria, especially at times of
expansionary fiscal policies, even though debt indicators are pointing at sustainable levels.
The country is facing challenges in diversifying its revenue sources, and coordinating
effectively debt management, fiscal and monetary policies in order to improve fiscal deficit
management to levels sufficient to put public debt on a declining path.
The major reasons for changes in Nigerian’s public debt stock were as a result of slow
economic growth characterised by fiscal imbalance, lower commodity prices, narrowing tax
base and higher borrowing costs. Fiscal imbalance for the study period is largely responsible
for rapid changes in total public debt stock, with government spending rising faster than
revenue and the excess financed mainly through borrowing (Essien et al., 2016).
Nominal DMBs’ credit to the private sector since 1980 to 2017 had been on the
increase, with the highest growth for this period largely due to the deregulation of the
financial sector in the 1990s and the implementation of indirect control monetary policy
regime. Under this regime, the market is left to determine interest rates and allocate credit,
while market instruments are used to limit banks’ credit creating capacity (Nnanna, 2001).
For instance, the three highest nominal growth rates for DMBs’ credit to the private sector
were recorded during this regime in 1992, 1994, and 2007 at 75.3%, 76.0% and 84.8%
respectively (CBN, 2001, 2017).
Debt management requires extensive coordination with fiscal and monetary
authorities in achieving financial and macroeconomic stability. Coordination is required to
avoid high cost of borrowing which may be harmful to the economy (Englama et al., 2014).
Policy coordination ensures the commitment of decision makers to mutually agree on
macroeconomic objectives, especially in preventing build-up of unsustainable debt and to
ensure that macroeconomic stability is enhanced through mutual supportive information
sharing. External borrowing coordination requires paying attention to existing aggregate debt
levels, reserve levels, cost and risk implications of new borrowing and due compliance with
borrowing guidelines, among others. Domestic borrowing by government requires
coordination with existing stock of government securities, current level of inflation, level of
private sector investment and cost of external borrowing, among others (Ekpo and Omoruyi,
2013).
Against this background, this paper focuses on public debt and DMBs’ credit to the
private sector (private debt) in Nigeria for the past 37 years. In this study, since public debt is
largely created from fiscal imbalances and private debt from banks’ credit to the private
sector, the current economic outlook for Nigeria makes it impossible to avoid fiscal deficit
funding and private sector credit in the short-run in meeting its financial and macroeconomic
objectives. It is, therefore, important for authorities to pay equal attention to the causes and
changes in public debt stock and DMBs’ credit to the private sector as it affect financial and
macroeconomic stability and economic growth. This paper, therefore, using exploratory
review approach, aims to review the dynamics of public and private debt in Nigeria, while
also appraising relative successes and failures in its management.
2

The rest of the paper is organised as follows: Section 2 covers the evolution of public
debt, public debt management strategy, and debt management, fiscal and monetary policies
coordination in Nigeria. Section 3 focuses on developments in DMBs’ credit to the private
sector, and its management in Nigeria. Section 4 discusses trends in public and private debt in
Nigeria. Section 5 highlights policy challenges affecting public and private debt management
in Nigeria. Section 6 concludes the paper.

2.

Public Debt Dynamics in Nigeria

2. 1. The Evolution of Public Debt in Nigeria
The level, structure and management of Nigeria’s public debt has evolved
substantially over the past decades. Public debt can be traced back to the pre-independence
period in Nigeria. Nigeria’s total public debt before 1978 was small and comprised mainly
long-term loans from multilateral and official sources such as the World Bank and Nigeria’s
major trading partners, and was not a burden to the economy as loans were mainly obtained
on soft terms. Nigeria approached the International Capital Market (ICM) in 1977/78 to raise
the country’s first huge loan of more than US$1.0 billion due to falling oil prices and oil
receipts to finance various medium- to long-term infrastructural projects which did not
directly yield returns for its amortisation (DMO, 2002). In 1982, the economy suffered
considerable strains such that the production and consumption patterns that emerged during
the oil boom could not be sustained with dwindling foreign exchange earnings from oil
receipts. Instead of addressing the problem of decreasing foreign exchange revenue, both the
Federal and State governments embarked on huge external borrowings from the ICM to meet
this problem. Total nominal public debt to GDP ratio rose from 2.1% in 1977 to 13.9% in
1978 and 19.8% in 1980 to 23.8% in 1984 (DMO, 2002). The deterioration of the debt profile
started in 1985 due to persistent inability to meet external debt service obligations. In
December 1986, March 1989, January 1991 and January 2000, government was able to
secure restructuring arrangements with the Paris Club, providing for the capitalisation and
restructuring of accumulated debt service arrears, penalties, late and moratorium interests as
well as maturities within the consolidated periods (DMO, 2002). Nigeria defaulted on these
rescheduling agreements due to high debt service obligations and an adverse cash flow
position, which contributed to the increase in its debt profile even when no new loans were
contracted (DMO, 2002).
Prior to 2000, the management of Nigeria’s public debt was ineffective, with debt to
GDP ratio reaching a maximum of 79.4% between 1980 and 2000. This led to a regime of
unsustainable debt that resulted in debt crises. No national debt sustainability analysis was
ever carried out to feed into a debt management strategy throughout this period (DMO,
2008). Debt management challenges were often not supported by appropriate analysis. The
strategies adopted, and the institutional arrangements in place were inadequate to achieve a
sustainable debt regime for Nigeria. This resulted in rapid growth of total public debt to GDP
ratio from 19.8% to about 57.9% in 2000 (DMO, 2008).
Nigeria had relied on external debt for several decades. The establishment of the Debt
Management Office in 2000 influenced the shift away from non-concessionary external
sources for meeting government-funding needs to domestic and external concessionary
sources. The period around 2000s also marked the commencement of centrally structured and
coordinated public debt management, with Nigeria securing external debt relief from its Paris
Club and London Club group of creditors in 2005 and 2006 respectively (DMO, 2007).
3

Nigeria’s total public debt was unsustainable for the periods 1989 to 1993 and 1999,
meaning its debt service obligations were not met in full with recourse to rescheduling or
accumulation of arrears (Shakira and Prizzon, 2015). Public debt was briefly sustainable from
1994 to 1998. During this period, Nigeria was able to meet its debt service obligations in full
without recourse to debt relief, rescheduling or accumulation of arrears. Total public debt
since 2000 remained sustainable up until 2017 (DMO, 2006, 2008b, 2017 and 2018). It is,
however, important to note that the prevailing macroeconomic environment may make this
ratio susceptible to unfavorable changes in the near future. Hence, maintaining ratios below
the 60.0% West Africa Monetary Zone (WAMZ) threshold should be centred on credible and
sustained fiscal consolidation, supported by appropriate debt management and economic
growth strategy.

2.2.

Public Debt Management Strategy in Nigeria

Public debt management has a relationship with fiscal and monetary policies. Debt
servicing costs have clear implications for the management of fiscal risks. It is also relevant
for the conduct of monetary policy as it influences the composition of assets available to the
public in terms of money and government paper, in particular, by affecting banks’ reserve
balances. Public debt is, therefore, an important variable in macroeconomic analysis (The
Public Debt Management Network, 2018). The need for effective debt management strategy
and its coordination with fiscal and monetary policy cannot be over-emphasised for Nigeria
(Togo, 2007).
During the study period (1980-2017), between 1980 and 2000, the management of
Nigeria’s public debt was ineffective, with debt to GDP ratio reaching a maximum of 79.4%
in 1992. This period witnessed a regime of unsustainable debt that resulted in debt crisis. No
national Debt Sustainability Analysis (DSA) was ever carried out to feed into a debt
management strategy throughout this period (DMO, 2008b). Debt management challenges
were often not supported by appropriate analysis. The strategies adopted, and the institutional
arrangements in place were inadequate to achieve a sustainable debt regime for Nigeria. This
resulted in rapid growth of total public debt to GDP ratio from 19.8% in 1980 to 23.5% in
1985 to 76.6% in 1990 to 41.3% in 1995 and 57.9% in 2000 (DMO, 2008b and CBN, 2018).
Since its establishment in 2000, the DMO has been centrally responsible for
coordinating public debt management for Federal and State government, analysing and
confirming Federal government’s external and domestic borrowings together with State
government’s borrowings guaranteed by the Federal government based on clear criteria and
guidelines (Essien et al., 2016). Debt management policy is formulated by the Debt
Management Office in conjunction with other stakeholders to include the Federal Ministry of
Finance (FMF) and the Central Bank that participate equally in Debt Sustainability Analysis
and Medium-Term Debt Strategy workshops that determine debt management policies
(DMO, 2013).
Debt Management Strategy in Nigeria covers external public debt financing needs of
Federal and State governments and Federal government’s domestic public debt financing
needs. The strategy is based mainly on how to best fund Federal government’s primary
balance excluding debt service and taking cognisance of likely changes in macroeconomic
and market variables, such as inflation rate, exchange rates, interest rates, external reserves,
and real gross domestic product (DMO, 2016b). Nigeria’s debt management strategy sets out
government’s strategies in managing its domestic public debt, external public debt and other
financial liabilities (DMO, 2008b). The strategy does not cover State government’s funding
gaps (DMO, 2016b).
The maiden National Debt Strategy Workshops were conducted in both 2006 and
2007. The outcome of the workshops fed into the first National Debt Management
4

Framework (NDMF) 2008-2012, which sets the policy guidelines for debt management in
Nigeria. The Framework was adopted soon after Nigeria’s Paris and London Club debts
overhang exit. The Framework centred largely on strategies for sustainable external, domestic
and sub-national debt management (DMO, 2008b). External debt strategy focused on the
need to encourage fiscal discipline at all tiers of government to avoid a relapse into an
unsustainable debt position, by reducing the cost of foreign currency funding of
government’s deficit by accessing new finance with concessional terms and enabling private
sector participation in the funding of critical infrastructure projects using various methods,
including Public-Private Partnership (PPP) models (DMO, 2008b). Domestic debt strategy,
on the other hand, for this period was focused on covering government borrowing needs in
the domestic bond market, funding domestic debt in a non-inflationary way, attain a
minimum cost for government’s debt at a prudent level of risk, facilitate the development of
the domestic capital market, access the International Capital Market for debts denominated in
Naira and foreign currency, develop instruments for Agency and Sub-national Bond Markets,
meet market needs in the development of instruments, and facilitate appropriate debt
management and monetary policy coordination (DMO, 2008b).
The sub-national debt management strategy was to provide support for the
establishment and operation of Debt Management Departments (DMDs) in the States, and to
build capacity for effective public debt management at the sub-national level. This would
ensure that fiscal autonomy by sub-national governments aligned with the pursuit of
economic development strategies without excessive fiscal expansion that will compromise
national debt sustainability and macroeconomic stability (DMO, 2008b).
In December 2011, Medium Term Debt Strategy (MTDS) 2012-2015 was developed
and approved by the Federal Executive Council (FEC) and spanned 2012–2015 (DMO,
2015). The MTDS analyses the impact of changes in macroeconomic variables on debt
financing strategies and moves the economy towards a debt portfolio with minimum cost and
a prudent level of risk. The macroeconomic forecast for the 2012-2015 MTDS was based on
GDP growth rate, inflation rate, overall fiscal deficit-to-GDP ratio, and allowing for more
growth in the banking system’s credit to the private sector in supporting the realisation of
planned growth in GDP (DMO, 2015).
The DMO in 2016 prepared its Debt Management Strategy for the period 2016-2019.
The strategy is focused on rebalancing of total public debt portfolio by increasing external
finance in favour of cheaper long-term external finance from concessional and semiconcessional sources that would help reduce debt service cost and lengthen maturity profile.
More so, the strategy further increase domestic public debt maturity profile by reducing the
issuance of new short-term debt instruments or refinancing of maturing National Treasury
Bills (NTBs) with external financing or both. The strategy, like others, is subject to updating
on an annual basis, based on debt portfolio performance and the prevailing macroeconomic
environment (DMO, 2016b).
Considering trends in total public debt to GDP ratio for Nigeria and the World Bank’s
Country Policy and Institutions Assessment (CPIA) ranking for debt policy, Nigeria’s rating
averaged 4.2 between 2005 and 2017 (out of 1=low to 6=high), and was 4 as at end 2017.
The assessment for this ranking was based on whether debt management strategy is
conducive to minimising budgetary risks and ensuring long-term debt sustainability (CPIA,
World Bank Data Bank, 2018). The ranking shows that authorities in Nigeria appreciate the
importance of effective public debt management and its impact on overall economic
performance. More so, the ranking is an indication that authorities are actively engaged in
debt management operations. Nonetheless, there is room for further improvement.
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2.3.

Debt Management, Fiscal and Monetary Policy Coordination in
Nigeria

There is a clear statutory division of functions and responsibilities between public
debt management, monetary and fiscal operatives in Nigeria. The responsible agencies share
the same macroeconomic policy goals (DMO, 2013). Policy coordination in Nigeria involves
communication between fiscal and monetary authorities at various levels. Coordination was
conducted through bilateral communication between heads of the fiscal and monetary
institutions and through various formal committee meetings. The policy coordination
framework has the fiscal and monetary authorities making inputs into major policy
documents or issues including the budget, debt sustainability analysis, among others. Fiscal
policies are designed to be consistent with monetary targets such that the main objective of
fiscal and monetary policy coordination is to achieve stable, non-inflationary economic
growth (Englama et al., 2014).
The Monetary and Fiscal Policy Coordination Committee (MFPCC) was established
on 13 October 2004 for creating a platform for the harmonisation of monetary, fiscal and debt
policies with a view to promoting stability in the financial system. More so, is to ensure
certain activities and responsibilities required in meeting these goals, and to make sure that
debt management, fiscal and monetary policies targets are properly synchronised to be
complementary while eliminating distortions (CBN, 2011c, DMO, 2013 and Englama et al.,
2014). The Committee is chaired by the Director-General of the Debt Management Office or
his representative within the rank of a Director. Membership of the MFPCC are drawn from
the DMO, the Central Bank of Nigeria, the Federal Ministry of Finance, the Office of the
Accountant-General of the Federation (OAGF), the Budget Office of the Federation (BOF),
the National Bureau of Statistics (NBS) and the National Planning Commission (NPC) (CBN,
2011c and DMO, 2013).

3.
3.1.

Private Debt Dynamics in Nigeria
Private Debt Developments in Nigeria

For the purpose of this study, private debt is defined as deposit money banks’ credit to
the private sector. This measure of domestic credit to the private sector by banks in Nigeria is
in line with Levine et al. (1998); Beck et al. (1999); and Dembiermont et al.’s (2013)
description for domestic banks’ credit to the private sector system. Nigeria has a fragile
private sector system and the performance of credit allocation had been mixed. For instance,
between 1994 and 2000, credit to private sector declined sharply from 76.0% in 1994 to
46.6% in 1995 to 26.6% in 1997 and 34.5% in 2000. However, it only stayed below target
benchmark three times within this period (CBN, 2001).
Developments in Nigeria’s private sector credit were usually influenced by the
monetary policy stance of the CBN. In the 1980s, credit expansion mostly reflected the flow
of credit to priority/preferred sectors. Private sector credit represented the dominant share of
domestic credit. Credit to the private sector was classified into the preferred sectors
(agriculture, solid minerals, exports, and manufacturing), less preferred sectors (real estate,
public utilities, transport and communications, finance and insurance, government, and
import and domestic trade), and unclassified/others (CBN, 2011b). The flow of credit to
preferred sectors for this period did not meet the objective of monetary policy, impacting
negatively on output, investment and domestic price level. More so, banks tended to practise
6

Socioeconomica – The Scientific Journal for Theory and Practice of Socio-economic Development
2018, 7(14): 1 - 18

Original Scientific Paper
DOI: doi.org/10.5281/zenodo.3600248

A REVIEW OF PUBLIC AND PRIVATE DEBT DYNAMICS
IN NIGERIA
Akingbade U. Aimola
Department of Economics
University of South Africa
Nicholas M. Odhiambo
Department of Economics
University of South Africa
Abstract
Trends in public and private debt are raising concerns among policy makers in Nigeria. In view of recent debt
relief and various bank reforms, economists wonder if trends in public and private debt are negatively
affecting financial and macroeconomic stability even when authorities are achieving or close to achieving set
macroeconomic objectives. In this regard, this paper explores the dynamics of public and private debt in
Nigeria, using an exploratory review approach, while also appraising their success and failure for the past 37
years. The study findings reveal that continuous fiscal dominance, cost of borrowing, deterioration in export
earnings, and fiscal and monetary policies coordination contributed largely to significant changes in total
public debt portfolio. Fiscal dominance and Deposit Money Banks’ (DMBs) adverse selection in private sector
credit allocation largely affect changes in domestic credit to the private sector. Despite growth in the
management of public and private debt, some challenges still exist, especially in the area of changes in public
debt stock closely linked to continuous expansionary fiscal deficit, and fiscal dominance. For private debt,
increased domestic borrowings by government from the banks remained a threat to private sector credit
because of the “crowding-out” effect. In view of this, the study recommends the pursuit of fiscal adjustment
policies that are sufficient to put public debt on a declining path, and strengthen autonomous central bank free
from political interference in the effective implementation of monetary policy and private sector crowd-in
policy.
Keywords: Nigeria; public debt; private debt; fiscal dominance; policy coordination.
JEL Classification: E52, E62, H63.

1

Akingbade Aimola & Nicholas Odhiambo
A Review of Public and Private Debt Dynamics in Nigeria

1.

Introduction

The importance of public and private debt cannot be over-emphasised because of its clear
link with fiscal and monetary policy in affecting financial and macroeconomic stability (Togo,
2007). Studies after the 2008 global financial crisis revealed that prudent debt management and
effective coordination of debt management, fiscal and monetary policies are crucial for financial
and macroeconomic stability; hence, the alignment of debt management with overall
macroeconomic framework in ensuring effectiveness (Englama et al., 2014). The Nigerian public
and private debt, like that of many developing economies, has changed significantly in the past
decades. For instance, between 1980 and 2017, nominal total public debt to Gross Domestic
Product (GDP) ratio averaged 33.0%, while growth in nominal total public debt averaged 30.0%.
DMBs’ credit to the private sector as a percentage of GDP averaged 9.8%, while DMBs’ credit to
the private sector nominal growth averaged 25.4% for the same period (Central Bank of Nigeria
(CBN), 2001, 2017 and Debt Management Office (DMO), 2018).
The position of debt dynamics is very crucial for Nigeria, especially at times of
expansionary fiscal policies, even though debt indicators are pointing at sustainable levels. The
country is facing challenges in diversifying its revenue sources, and coordinating effectively debt
management, fiscal and monetary policies in order to improve fiscal deficit management to levels
sufficient to put public debt on a declining path.
The major reasons for changes in Nigerian’s public debt stock were as a result of slow
economic growth characterised by fiscal imbalance, lower commodity prices, narrowing tax base
and higher borrowing costs. Fiscal imbalance for the study period is largely responsible for rapid
changes in total public debt stock, with government spending rising faster than revenue and the
excess financed mainly through borrowing (Essien et al., 2016).
Nominal DMBs’ credit to the private sector since 1980 to 2017 had been on the increase,
with the highest growth for this period largely due to the deregulation of the financial sector in the
1990s and the implementation of indirect control monetary policy regime. Under this regime, the
market is left to determine interest rates and allocate credit, while market instruments are used to
limit banks’ credit creating capacity (Nnanna, 2001). For instance, the three highest nominal
growth rates for DMBs’ credit to the private sector were recorded during this regime in 1992, 1994,
and 2007 at 75.3%, 76.0% and 84.8% respectively (CBN, 2001, 2017).
Debt management requires extensive coordination with fiscal and monetary authorities in
achieving financial and macroeconomic stability. Coordination is required to avoid high cost of
borrowing which may be harmful to the economy (Englama et al., 2014). Policy coordination
ensures the commitment of decision makers to mutually agree on macroeconomic objectives,
especially in preventing build-up of unsustainable debt and to ensure that macroeconomic stability
is enhanced through mutual supportive information sharing. External borrowing coordination
requires paying attention to existing aggregate debt levels, reserve levels, cost and risk implications
of new borrowing and due compliance with borrowing guidelines, among others. Domestic
borrowing by government requires coordination with existing stock of government securities,
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current level of inflation, level of private sector investment and cost of external borrowing, among
others (Ekpo and Omoruyi, 2013).
Against this background, this paper focuses on public debt and DMBs’ credit to the private
sector (private debt) in Nigeria for the past 37 years. In this study, since public debt is largely
created from fiscal imbalances and private debt from banks’ credit to the private sector, the current
economic outlook for Nigeria makes it impossible to avoid fiscal deficit funding and private sector
credit in the short-run in meeting its financial and macroeconomic objectives. It is, therefore,
important for authorities to pay equal attention to the causes and changes in public debt stock and
DMBs’ credit to the private sector as it affect financial and macroeconomic stability and economic
growth. This paper, therefore, using exploratory review approach, aims to review the dynamics of
public and private debt in Nigeria, while also appraising relative successes and failures in its
management.
The rest of the paper is organised as follows: Section 2 covers the evolution of public debt,
public debt management strategy, and debt management, fiscal and monetary policies coordination
in Nigeria. Section 3 focuses on developments in DMBs’ credit to the private sector, and its
management in Nigeria. Section 4 discusses trends in public and private debt in Nigeria. Section 5
highlights policy challenges affecting public and private debt management in Nigeria. Section 6
concludes the paper.

2.

Public Debt Dynamics in Nigeria

2. 1. The Evolution of Public Debt in Nigeria
The level, structure and management of Nigeria’s public debt has evolved substantially over
the past decades. Public debt can be traced back to the pre-independence period in Nigeria.
Nigeria’s total public debt before 1978 was small and comprised mainly long-term loans from
multilateral and official sources such as the World Bank and Nigeria’s major trading partners, and
was not a burden to the economy as loans were mainly obtained on soft terms. Nigeria approached
the International Capital Market (ICM) in 1977/78 to raise the country’s first huge loan of more
than US$1.0 billion due to falling oil prices and oil receipts to finance various medium- to longterm infrastructural projects which did not directly yield returns for its amortisation (DMO, 2002).
In 1982, the economy suffered considerable strains such that the production and consumption
patterns that emerged during the oil boom could not be sustained with dwindling foreign exchange
earnings from oil receipts. Instead of addressing the problem of decreasing foreign exchange
revenue, both the Federal and State governments embarked on huge external borrowings from the
ICM to meet this problem. Total nominal public debt to GDP ratio rose from 2.1% in 1977 to
13.9% in 1978 and 19.8% in 1980 to 23.8% in 1984 (DMO, 2002). The deterioration of the debt
profile started in 1985 due to persistent inability to meet external debt service obligations. In
December 1986, March 1989, January 1991 and January 2000, government was able to secure
restructuring arrangements with the Paris Club, providing for the capitalisation and restructuring of
accumulated debt service arrears, penalties, late and moratorium interests as well as maturities
within the consolidated periods (DMO, 2002). Nigeria defaulted on these rescheduling agreements
due to high debt service obligations and an adverse cash flow position, which contributed to the
increase in its debt profile even when no new loans were contracted (DMO, 2002).
Prior to 2000, the management of Nigeria’s public debt was ineffective, with debt to GDP
ratio reaching a maximum of 79.4% between 1980 and 2000. This led to a regime of unsustainable
debt that resulted in debt crises. No national debt sustainability analysis was ever carried out to feed
into a debt management strategy throughout this period (DMO, 2008). Debt management challenges
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were often not supported by appropriate analysis. The strategies adopted, and the institutional
arrangements in place were inadequate to achieve a sustainable debt regime for Nigeria. This
resulted in rapid growth of total public debt to GDP ratio from 19.8% to about 57.9% in 2000
(DMO, 2008).
Nigeria had relied on external debt for several decades. The establishment of the Debt
Management Office in 2000 influenced the shift away from non-concessionary external sources for
meeting government-funding needs to domestic and external concessionary sources. The period
around 2000s also marked the commencement of centrally structured and coordinated public debt
management, with Nigeria securing external debt relief from its Paris Club and London Club group
of creditors in 2005 and 2006 respectively (DMO, 2007).
Nigeria’s total public debt was unsustainable for the periods 1989 to 1993 and 1999,
meaning its debt service obligations were not met in full with recourse to rescheduling or
accumulation of arrears (Shakira and Prizzon, 2015). Public debt was briefly sustainable from 1994
to 1998. During this period, Nigeria was able to meet its debt service obligations in full without
recourse to debt relief, rescheduling or accumulation of arrears. Total public debt since 2000
remained sustainable up until 2017 (DMO, 2006, 2008b, 2017 and 2018). It is, however, important
to note that the prevailing macroeconomic environment may make this ratio susceptible to
unfavorable changes in the near future. Hence, maintaining ratios below the 60.0% West Africa
Monetary Zone (WAMZ) threshold should be centred on credible and sustained fiscal
consolidation, supported by appropriate debt management and economic growth strategy.

2.2.

Public Debt Management Strategy in Nigeria

Public debt management has a relationship with fiscal and monetary policies. Debt servicing
costs have clear implications for the management of fiscal risks. It is also relevant for the conduct of
monetary policy as it influences the composition of assets available to the public in terms of money
and government paper, in particular, by affecting banks’ reserve balances. Public debt is, therefore,
an important variable in macroeconomic analysis (The Public Debt Management Network, 2018).
The need for effective debt management strategy and its coordination with fiscal and monetary
policy cannot be over-emphasised for Nigeria (Togo, 2007).
During the study period (1980-2017), between 1980 and 2000, the management of Nigeria’s
public debt was ineffective, with debt to GDP ratio reaching a maximum of 79.4% in 1992. This
period witnessed a regime of unsustainable debt that resulted in debt crisis. No national Debt
Sustainability Analysis (DSA) was ever carried out to feed into a debt management strategy
throughout this period (DMO, 2008b). Debt management challenges were often not supported by
appropriate analysis. The strategies adopted, and the institutional arrangements in place were
inadequate to achieve a sustainable debt regime for Nigeria. This resulted in rapid growth of total
public debt to GDP ratio from 19.8% in 1980 to 23.5% in 1985 to 76.6% in 1990 to 41.3% in 1995
and 57.9% in 2000 (DMO, 2008b and CBN, 2018).
Since its establishment in 2000, the DMO has been centrally responsible for coordinating
public debt management for Federal and State government, analysing and confirming Federal
government’s external and domestic borrowings together with State government’s borrowings
guaranteed by the Federal government based on clear criteria and guidelines (Essien et al., 2016).
Debt management policy is formulated by the Debt Management Office in conjunction with other
stakeholders to include the Federal Ministry of Finance (FMF) and the Central Bank that participate
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equally in Debt Sustainability Analysis and Medium-Term Debt Strategy workshops that determine
debt management policies (DMO, 2013).
Debt Management Strategy in Nigeria covers external public debt financing needs of
Federal and State governments and Federal government’s domestic public debt financing needs.
The strategy is based mainly on how to best fund Federal government’s primary balance excluding
debt service and taking cognisance of likely changes in macroeconomic and market variables, such
as inflation rate, exchange rates, interest rates, external reserves, and real gross domestic product
(DMO, 2016b). Nigeria’s debt management strategy sets out government’s strategies in managing
its domestic public debt, external public debt and other financial liabilities (DMO, 2008b). The
strategy does not cover State government’s funding gaps (DMO, 2016b).
The maiden National Debt Strategy Workshops were conducted in both 2006 and 2007. The
outcome of the workshops fed into the first National Debt Management Framework (NDMF) 20082012, which sets the policy guidelines for debt management in Nigeria. The Framework was
adopted soon after Nigeria’s Paris and London Club debts overhang exit. The Framework centred
largely on strategies for sustainable external, domestic and sub-national debt management (DMO,
2008b). External debt strategy focused on the need to encourage fiscal discipline at all tiers of
government to avoid a relapse into an unsustainable debt position, by reducing the cost of foreign
currency funding of government’s deficit by accessing new finance with concessional terms and
enabling private sector participation in the funding of critical infrastructure projects using various
methods, including Public-Private Partnership (PPP) models (DMO, 2008b). Domestic debt
strategy, on the other hand, for this period was focused on covering government borrowing needs in
the domestic bond market, funding domestic debt in a non-inflationary way, attain a minimum cost
for government’s debt at a prudent level of risk, facilitate the development of the domestic capital
market, access the International Capital Market for debts denominated in Naira and foreign
currency, develop instruments for Agency and Sub-national Bond Markets, meet market needs in
the development of instruments, and facilitate appropriate debt management and monetary policy
coordination (DMO, 2008b).
The sub-national debt management strategy was to provide support for the establishment
and operation of Debt Management Departments (DMDs) in the States, and to build capacity for
effective public debt management at the sub-national level. This would ensure that fiscal autonomy
by sub-national governments aligned with the pursuit of economic development strategies without
excessive fiscal expansion that will compromise national debt sustainability and macroeconomic
stability (DMO, 2008b).
In December 2011, Medium Term Debt Strategy (MTDS) 2012-2015 was developed and
approved by the Federal Executive Council (FEC) and spanned 2012–2015 (DMO, 2015). The
MTDS analyses the impact of changes in macroeconomic variables on debt financing strategies and
moves the economy towards a debt portfolio with minimum cost and a prudent level of risk. The
macroeconomic forecast for the 2012-2015 MTDS was based on GDP growth rate, inflation rate,
overall fiscal deficit-to-GDP ratio, and allowing for more growth in the banking system’s credit to
the private sector in supporting the realisation of planned growth in GDP (DMO, 2015).
The DMO in 2016 prepared its Debt Management Strategy for the period 2016-2019. The
strategy is focused on rebalancing of total public debt portfolio by increasing external finance in
favour of cheaper long-term external finance from concessional and semi-concessional sources that
would help reduce debt service cost and lengthen maturity profile. More so, the strategy further
increase domestic public debt maturity profile by reducing the issuance of new short-term debt
instruments or refinancing of maturing National Treasury Bills (NTBs) with external financing or
both. The strategy, like others, is subject to updating on an annual basis, based on debt portfolio
performance and the prevailing macroeconomic environment (DMO, 2016b).
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Considering trends in total public debt to GDP ratio for Nigeria and the World Bank’s
Country Policy and Institutions Assessment (CPIA) ranking for debt policy, Nigeria’s rating
averaged 4.2 between 2005 and 2017 (out of 1=low to 6=high), and was 4 as at end 2017. The
assessment for this ranking was based on whether debt management strategy is conducive to
minimising budgetary risks and ensuring long-term debt sustainability (CPIA, World Bank Data
Bank, 2018). The ranking shows that authorities in Nigeria appreciate the importance of effective
public debt management and its impact on overall economic performance. More so, the ranking is
an indication that authorities are actively engaged in debt management operations. Nonetheless,
there is room for further improvement.

2.3.

Debt Management, Fiscal and Monetary Policy Coordination in Nigeria

There is a clear statutory division of functions and responsibilities between public debt
management, monetary and fiscal operatives in Nigeria. The responsible agencies share the same
macroeconomic policy goals (DMO, 2013).
Policy coordination in Nigeria involves
communication between fiscal and monetary authorities at various levels. Coordination was
conducted through bilateral communication between heads of the fiscal and monetary institutions
and through various formal committee meetings. The policy coordination framework has the fiscal
and monetary authorities making inputs into major policy documents or issues including the budget,
debt sustainability analysis, among others. Fiscal policies are designed to be consistent with
monetary targets such that the main objective of fiscal and monetary policy coordination is to
achieve stable, non-inflationary economic growth (Englama et al., 2014).
The Monetary and Fiscal Policy Coordination Committee (MFPCC) was established on 13
October 2004 for creating a platform for the harmonisation of monetary, fiscal and debt policies
with a view to promoting stability in the financial system. More so, is to ensure certain activities
and responsibilities required in meeting these goals, and to make sure that debt management, fiscal
and monetary policies targets are properly synchronised to be complementary while eliminating
distortions (CBN, 2011c, DMO, 2013 and Englama et al., 2014). The Committee is chaired by the
Director-General of the Debt Management Office or his representative within the rank of a Director.
Membership of the MFPCC are drawn from the DMO, the Central Bank of Nigeria, the Federal
Ministry of Finance, the Office of the Accountant-General of the Federation (OAGF), the Budget
Office of the Federation (BOF), the National Bureau of Statistics (NBS) and the National Planning
Commission (NPC) (CBN, 2011c and DMO, 2013).

3.
3.1.

Private Debt Dynamics in Nigeria
Private Debt Developments in Nigeria

For the purpose of this study, private debt is defined as deposit money banks’ credit to the
private sector. This measure of domestic credit to the private sector by banks in Nigeria is in line
with Levine et al. (1998); Beck et al. (1999); and Dembiermont et al.’s (2013) description for
domestic banks’ credit to the private sector system. Nigeria has a fragile private sector system and
the performance of credit allocation had been mixed. For instance, between 1994 and 2000, credit to
private sector declined sharply from 76.0% in 1994 to 46.6% in 1995 to 26.6% in 1997 and 34.5%
in 2000. However, it only stayed below target benchmark three times within this period (CBN,
2001).
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Developments in Nigeria’s private sector credit were usually influenced by the monetary
policy stance of the CBN. In the 1980s, credit expansion mostly reflected the flow of credit to
priority/preferred sectors. Private sector credit represented the dominant share of domestic credit.
Credit to the private sector was classified into the preferred sectors (agriculture, solid minerals,
exports, and manufacturing), less preferred sectors (real estate, public utilities, transport and
communications, finance and insurance, government, and import and domestic trade), and
unclassified/others (CBN, 2011b). The flow of credit to preferred sectors for this period did not
meet the objective of monetary policy, impacting negatively on output, investment and domestic
price level. More so, banks tended to practise adverse selection in credit allocation (Nnanna, 2001).
The policies of directed credit and interest rate ceiling had caused some imperfections in the
operations of the financial market (Adedoyin and Femi, 1992).
For the period 1980-2000, available statistics on the maturity structure of deposit money
bank’s credit to the domestic economy shows that the majority of aggregate credit was short-term,
with loans channeled mainly to general commerce and trade (CBN, 2001). Medium- to long-term
lending to the productive sectors of the economy was encouraged to expand and diversify the
production base in the economy. For instance, between 1972 and 1985, banks’ aggregate loans to
the productive sector averaged 40.7% of total credit (CBN, 2001; Nnanna, 2001). In this regard, the
CBN adopted, in 2002, the Rediscounting and Refinancing Facility (RRF) for medium- to longterm credit at concessionary interest rates to support medium- to long-term bank lending to the
productive sectors of the economy. Under the facility, deposit money banks can issue Promissory
Notes based on their loans and advances with maturities of not less than five years, for agricultural
production, semi-manufacturing and manufacturing, solid minerals and information technology.
The RRF was designed to provide temporary relief to banks, which face liquidity problems as a
result of having committed their resources to long-term financing of the specified productive sectors
(CBN, 2002).
With the adoption in 2002 by the CBN of a medium-term perspective monetary policy
framework with a two-year period, unlike the earlier programmes, which were designed for one
year, monetary policy implementation was freed from the problem of time inconsistency and
minimised over-reaction due to temporary shocks (CBN, 2002). The stance of monetary policy is to
promote a more competitive financial environment that will enhance greater access to credit by the
private sector. Beginning 2002, only banks that met the following criteria were permitted to grant
new credit facilities: specified cash reserve requirement; specified liquidity ratio; prudential
guidelines; statutory minimum paid-up capital requirement; prescribed capital adequacy ratio; and
sound corporate governance (CBN, 2002). The position of banks against these criteria was
monitored on a continuous monthly basis and banks failing to meet the requirements were not
allowed to grant further credit until the compliance was achieved. In addition, banks were enjoined
to always allow borrowers adequate grace periods on agricultural loans in line with gestation
periods of various agricultural products (CBN, 2002).
Banking reforms within the study period (1980-2017), among others, were also meant to
provide cheap credit to the real sector, and financial accommodation for small and medium-scale
enterprises (Akpansung and Gidigbi, 2014).

3.2.

Domestic Credit to Private Sector Management in Nigeria

The environment for the conduct of monetary policy in Nigeria was largely un-conducive,
due to continued expansionary fiscal operations of the government, resulting in large injections of
liquidity into the economy and inducing rapid monetary growth and intensified inflationary
pressures (CBN, 2011e). Monetary policy was confronted with the problem of managing credit
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expansion in Nigeria, and its management can be classified under two different regimes, with each
regime having an effect on the supply and demand of DMBs’ credit to the private sector. Since
1980 the CBN have taken several policy measures to enhance the growth of private sector credit in
Nigeria (Nnanna, 2001). Private sector credit in Nigeria between 1980 and 1992 was under a direct
control regime, with the flow of credit mainly to priority sectors at rates not determined by market
forces (CBN, 2011e).
The indirect monetary control regime for private sector credit was adopted in 1993 and has
been in use since its inception (Nnanna, 2001). The conduct of monetary policy is through the
indirect or market-based approach anchored on the use of market instruments in monetary
management. This was informed by the desire to eliminate distortions and inefficiencies in the
financial system caused by the prolonged use of administrative controls and the need to stimulate
competition among banks and other operators in the financial system. The Central Bank embarked
on a selective removal of all credit ceilings for banks that met some pre-set criteria under the Basel
Committee’s prescribed prudential guidelines (CBN, 2011e). The operational framework for
indirect monetary policy management involves the use of market-based indirect instruments to
regulate the growth of major monetary aggregates. The major instrument of indirect monetary
control is the Open Market Operation (OMO), complemented by Cash Reserve Ratio (CRR),
Liquidity Ratio (LR), Discount Window Operations (DWO), Monetary Policy Rate (MPR) as well
as moral suasion for enhanced effectiveness to influence interest rates and credit conditions, among
others, in Nigeria (CBN, 2011e).
To ensure the overall effectiveness of CBN’s credit and financial policies, licensed finance
companies and development banks in Nigeria were to submit to the CBN quarterly returns on their
operations, including statements of assets and liabilities, total credit granted with details of sectoral
utilisation, investments and money market transactions, non-performing credits, and interest rate
structure (CBN, 2002).
Considering the World Bank’s Country Policy and Institutions Assessment (CPIA) ranking
for financial sector and macroeconomic management, based on available data, Nigeria’s rating for
financial sector averaged 3.3 between 2005 and 2017 (out of 1 = low to 6 = high), and was 2.5 as at
end 2017. The assessment for the ranking was based on the structure of the financial sector, policies
and regulations that affect it, while macroeconomic management ranking averaged 3.9 between
2005 and 2017 (out of 1 = low to 6 = high), with 3 as at end 2017. The assessment of this ranking
was based on monetary exchange rate, and an aggregate demand policy framework (CPIA, World
Bank Data Bank, 2018). These rankings show that authorities in Nigeria appreciate the importance
of effective domestic credit management and its impact on monetary policy transmission, and
overall economic performance. More so, the rankings are an indication that authorities are actively
engaged in credit and monetary policy management operations in Nigeria. Nonetheless, there is
room for further improvement.

4.

Trends in Public and Private Debt Stock in Nigeria (1980-2017)
4.1.

Public Debt

Nigeria’s total public debt stock has evolved in the last three decades. The nominal amount
increased from N10.08 billion in 1980 to a maximum of N18,376.99 billion in 2017. As a
percentage of GDP, this represents a decrease from 19.8% in 1980 to 16.2% in 2017, with a
minimum of 5.2% in 2001 and a maximum of 79.4% in 1992. The ratio between 1980 and 2004
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before external public debt relief averaged 42.5%, compared to 10.7% between 2007 and 2017 after
external public debt relief (DMO, 2002; 2018).
As noted by Burnside (2005), debt sustainability analysis using total nominal public debt to
GDP ratio evolution provides a backward looking analysis that gives useful outlook on the future in
identifying steps a country might have to take in order to resolve its debt problems. Using this ratio
for the study period, Nigeria had six episodes of unsustainable total public debt to GDP ratios, with
ratios elevated above WAMZ’s internationally recognised total public debt to GDP ratio threshold
of 60.0%. During these episodes Nigeria was unable to meet its debt service obligations in full
without recourse to debt relief, rescheduling or accumulation of arrears (Shakira and Prizzon, 2015).
On the other hand, the country maintained ratios below this threshold for most of the study period
(DMO, 2008a, 2008b, 2015, 2013, 2016b; IMF, 2017; CBN, 2001, 2017). The maintenance of
occasional sustainable ratios between 1980 and 2004 was largely as a result of an external public
debt reconciliation exercise with creditors to confirm the authenticity of some external claims
(Titus, 2003). The maintenance of sustainable ratios between 2005 and 2017 was largely as a result
of significant reduction in external public debt stock from external debt relief in 2005 and 2006.
Total nominal public debt to GDP ratio after the debt deal fell significantly from 36.1% in 2004 to
19.0% in 2005 and further to 7.7% in 2006.
Figure 1: Trends in External, Domestic and Total Public Debt to GDP Ratio in Nigeria
(1980-2017)

Source: DMO Annual Reports and CBN Annual Statistical Bulletin – author’s compilation using Excel.

From Figure 1, trends in total nominal public debt to GDP ratio tracked largely movement in
external public debt to GDP ratio, especially between 1981 and 2006. From 2006 to 2014, total
public debt to GDP ratio tracked largely movement in domestic public debt to GDP ratio. Beyond
2014, total public debt to GDP ratio tracked movement in both external and domestic public debt to
GDP ratios.
Figure 2: Trends in the Composition of Total Public Debt Stock in Nigeria (1980-2017)
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Source: DMO Annual Reports and CBN Annual Statistical Bulletin – author’s compilation using Excel.

The composition of Nigeria’s total public debt stock in 2017 was made up of 68.5%
domestic public debt stock and 31.5% of external public debt stock, compared to 81.5% of domestic
public debt stock and 18.5% of external public debt stock in 1980. As indicated in Figure 2, the
proportional share of these two sources alternated since 1980. From 1980 to 1985 it was largely
dominated by domestic public debt stock and from 1986 to 2005 it was largely dominated by
external public debt stock. Starting 2006, it reverted to domestic public debt stock having the
dominant share up until 2017.
Total external debt to GDP ratio in Figure 1 grew from 3.7% in 1980 to 57.3% in 1989
before reaching its peak in 1990 and 1992 at 59.8%. However, there was a significant reduction in
the ratio to 1.3% in 2007 shortly after external debt relief in 2005 and 2006. Between 1980 and
2017 external public debt to GDP ratio only exceeded, the IMF external debt to GDP ratio
thresholds of 40.0% and 45.0% for Nigeria in 9 episodes as indicated in Figure 1. The changes in
external debt stock reflected the effects on foreign exchange receipt in supporting the finance of
infrastructure projects and the fall in international crude oil price in the 1980s (DMO, 2007 and
Essien et al., 2016). However, a decrease was recorded in 1996 as a result of the external debt
reconciliation exercise with creditors to confirm the authenticity of some external claims.
Thereafter, external public debt stock continued to grow as a result of the capitalisation of defaulted
interest payments and accumulation of payment arrears even when no new loans were contracted
up until 2005 (DMO, 2007; Titus, 2013). The reduction in 2005 was as a result of the
implementation of the first and second phases of the Paris Club debt relief deal, which paid off all
the arrears on Paris Club debt reducing the stock by 33.0%. The significant reduction in 2006 was
as a result of the implementation of the third phase of the Paris Club debt deal and the exit from
London Club debt obligations (DMO, 2007). The growth recorded in 2007 was as a result of US
dollar depreciation against other currencies, while in 2008 and 2009 it was the additional
disbursements in International Development Association (IDA), African Development Fund (ADF)
and International Fund for Agricultural Development (IFAD) loans (DMO, 2010). Thereafter,
growth in external public debt stock was mainly as a result of the net negative effect of cross
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exchange rate movements within loan portfolio currencies, and the additional disbursements of
multilateral and bilateral loans (DMO, 2017).
As shown on Figure 1, the domestic public debt to GDP ratio decreased from 16.2% in 1980
to 11.1% in 2017, with a minimum of 5.2% in 2001 and a maximum of 79.4% in 1992. The ratio
between 1980 and 2004, before debt relief, averaged 13.7%, compared to 8.3% between 2005 and
2017, after external debt relief. Growth in domestic public debt stock was largely through the
implementation of domestic debt management strategies, especially in the development of the
domestic debt market for financing budget deficits, development of the financial market, and the
sourcing of investment funds. More so, as a result of government financing needs of high fiscal
deficits (DMO, 2006, CBN, 2001, Titus, 2013; Essien et al., 2016).
The changes onward from 2005 of total public debt was largely from domestic debt
accumulation, which can be attributed to government deepening of the financial market through the
development of financial instruments and domestic debt finance of budget deficits (Titus, 2013).

4.2.

Deposit Money Banks’ Credit to the Private Sector

Deposit money banks’ credit to the private sector had evolved in the last three decades in
Nigeria with the nominal amount increased from N6.86 billion in 1980 to N16,420.00 billion in
2017. Figure 3 show trends in DMBs’ credit to private sector as a percentage of GDP for Nigeria
from 1980 to 2017.
Figure 3: Trends in DMBs' Credit to the Private Sector as Percentage of GDP in Nigeria
(1980-2017)

Source: Various Issues of CBN Statistical Bulletin – author’s compilation using Excel.

As shown in Figure 3, the deposit money banks’ credit to the private sector as a percentage
of GDP increased from 13.5% in 1980 to 14.42% in 2017, with a minimum of 5.0% in 1993 and a
maximum of 21.8% in 2009. DMBs’ credit to the private sector as a percentage of GDP ratio
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between 1980 and 1992, when monetary policy was under the direct control regime, averaged 6.8%
compared to 11.3% between 1993 and 2017 when monetary policy was under the indirect control
regime (CBN, 2001, 2002, 2018). Levine and Zervos (1998) suggest that a high ratio of domestic
credit to the private sector by banks as a percentage of GDP would always be preferred because it
serves as a good indicator for a developed banking sector and economic growth with increased
participation of the private sector. In another study by Dembiermont et al. (2013), they suggest that
if this ratio is about 70.0% and more, it is a good indication that the country has a relatively welldeveloped financial system. In advanced economies, the ratio may exceed 150.0% while in
developing economies it could be less than 12.0%. In Nigeria, domestic credit to private sector by
banks as a percentage of GDP averaged 9.8% between 1980 and 2017, with the ratio at 14.4% as at
end 2017 (CBN, 2018). This ratio is at a low level with room for improvement. Figure 4 illustrates
trends in nominal DMBs’ credit to the private sector in Nigeria for the period 1980 to 2017 using
annual data. Nominal growth rate in the 1980s averaged 16.6% compared to 34.9% in the 1990s and
25.0% in the 2000s (CBN, 2001, 2002, 2018).
Figure 3: Trends in DMBs' Credit to the Private Sector in Nigeria (1980-2017)

Source: Various Issues of CBN Statistical Bulletin – author’s compilation using Excel.

Growth in the 1980s and 1990s was mainly due to surfeit expansion of M2 in the economy
(CBN, 2001, 2002, 2017). For instance, private sector credit grew rapidly in the 1990s such that
money supply growth was up to 70% (Ujuju and Etale, 2016). This trend continued through into the
early 2000s with set monetary aggregates targets exceeded by wide margins. The expansion in
broad money (M2) reflected growth in both narrow money (M1) and quasi money. M1 expansion
was driven by increases in bank credit to the domestic economy and net foreign assets of the
banking system following the continued monetisation of excess crude oil proceeds. The expansion
in credit to the private sector reflected the persistent demand pressure in the foreign exchange
market during the year. This also highlights the fact that issues involving growth in credit did not
border only on the supply side (liquidity condition), but also on the demand side of credit
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(Organisation for Economic Co-operation and Development (OECD) and Africa Development
Bank (AfDB), 2001). Developments in both domestic and global economy influenced
macroeconomic outcomes in 2011, with DMBs’ credit to the private sector recording a low growth.
It grew by 4.5% in 2011 (CBN, 2012).

5.

Policy Challenges Affecting Public and Private Debt Management in
Nigeria

In spite of the successes recorded from the establishment of the DMO to manage sovereign debt
portfolio, challenges still exist in the effective management of Nigeria’s public debt. The major
limitations identified in this study are as follows:
 Export earnings. Revenue from crude oil contributed more than 80.0% to total government
revenue generating sufficient foreign exchange through export earnings (Onyekwelu et al.,
2014). Volatility in crude oil price and other major commodities export that form the main base
of foreign exchange earnings in Nigeria led to deterioration in terms of trade, external shocks
and foreign exchange earnings (Onyekwelu et al., 2014);
 Mismanagement and misappropriation of funds. Nigeria has huge chunk of its revenue fizzled
away through mismanagement. These funds could have been employed in government
infrastructural development projects for which government is always borrowing to fund
(Onyekwelu et al., 2014);
 Cost of borrowing. New borrowing needs to be from concessional sources in order to minimise
the cost of foreign currency funding of government financing needs. Minimised cost of
borrowings would enable government to replace expensive debts with less expensive ones. Debt
management operations through effective coordination of monetary, fiscal and debt
management policies would further reduce the cost of funding for the government (Nwankwo,
2008).
 Public debt management has suffered setback in Nigeria as a result of inconsistent
macroeconomic policies which have encouraged expansionary fiscal policies funded by
continuous increase in government borrowings (Onyekwelu et al., 2014);
 Domestic debt market. The need to develop and expand the scope of the domestic debt market
to support government financing and developmental needs, as well as provide access for the
private sector to long-term funds needed to develop the real sector of the economy (Nwankwo,
2008).
Despite efforts and monetary stances of the CBN some constraining factors still inhibit the
efficiency of DMBs’ credit to private sector management in Nigeria. Some of the challenges
identified in this study include:
 Changes in domestic credit were largely influenced by government’s domestic borrowing
requirements. The growth in monetary aggregates due to the financing of government’s fiscal
deficits through the banking system constitute a major source of liquidity growth, with
monetary and credit policy efficacy consistently undermined by fiscal dominance (Nnanna,
2001). The banking system borrowing by the government to finance unplanned and inefficient
extra budgetary activities due to unrestrained fiscal expansion and uncoordinated budgetary
operations of the Federal, State and Local government affect banks’ allocation of credit to the
private sector system (Udoka et al., 2014).
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As noted by Dada (2016), the major causes of credit and monetary policy failure in Nigeria
were as a result of high fiscal dominance, excessive monetary expansion, exchange rate
depreciation and poor policy coordination.
The effectiveness of monetary and credit policy during the era of control regime was weak due
to lack of instrument autonomy by the CBN. Monetary and credit policies were influenced by
growth and developmental objectives, and short-term political considerations dictated by the
Ministry of Finance (Nnanna, 2001).
The informal sector in Nigeria accounts for about 30.0% of GDP (Nnanna, 2001). The existence
of a large informal credit market and exchange rate markets has had implications in the effective
control of money supply by the CBN. This sector had effects on the transmission mechanism of
monetary policy (Nnanna, 2001).

6.

Conclusion

In this paper, evidence of public and private debt management in Nigeria has been reviewed,
using an exploratory review approach, with a focus on their dynamics for the past 37 years, while
appraising their relative successes and failures. The findings of this study show that Nigeria
experienced fundamental changes in both public and private debt management in the last decades.
In particular, the continuous trend in expansionary fiscal deficit, fiscal dominance and volatility in
the country’s foreign exchange earnings has caused rapid changes in debt management. It is,
however, worth nothing that in order to improve public debt and DMBs’ credit to private sector
management, various reforms had been undertaken since 1980s. These include mainly the adoption
of indirect monetary control, with indirect instruments used to regulate the growth in major
monetary aggregates, and movement in the market left to determine interest rates and allocate
credit, and market instruments used to limit banks’ credit creating capacity. In addition, the
establishment of the Debt Management Office to manage government’s debt portfolio centrally in a
structured and coordinated manner has transformed public debt management in Nigeria. The
management of both public and private debt has responded positively to these reforms.
In the 1990s and 2000s, Nigeria benefited from the adopted reforms. As a result, DMBs
credit to the private sector changed significantly in 1994 and 2007, such that sectors in the private
sector system witnessed increased credit allocation. The establishment of the Debt Management
Office in 2000 influenced the shift away from non-concessionary external sources for meeting
government-funding needs to domestic and external concessionary sources. The period around
2000s also marked the commencement of centrally structured and coordinated public debt
management, with Nigeria securing external debt relief from its Paris Club and London Club group
of creditors in 2005 and 2006 respectively.
Evidence based on total public debt and DMBs’ credit to private sector to GDP ratio show
that Nigeria maintained total public debt to GDP ratios below the 60.0% WAMZ’s threshold as a
result of debt reconciliation exercise and largely from external debt relief. The movement of
Deposit Money Banks’ credit to private sector to GDP ratio from a minimum of 5.0% to a
maximum of 21.8% within the study period is an indication of development in the banking sector
and increased participation of the private sector in economic growth.
Despite growth in the management of public and private debt, some challenges still exist,
especially in the area of changes in public debt stock closely linked to continuous expansionary
fiscal deficit, and fiscal dominance. For private debt, increased domestic borrowings by government
from the banks remained a threat to private sector credit because of the “crowding-out” effect. In
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view of this, the study recommends the pursuit of fiscal adjustment policies that are sufficient to put
public debt on a declining path, together with strengthened debt, fiscal and monetary policies
coordination, and autonomy of the central bank in the implementation of monetary and credit policy
that is free from political interference.
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Abstract
One of the objectives of the research in the work is to determine the role of the European Union's preaccession assistance policy (IPA) which, based on the results of the analysis of the research in the paper,
directly or indirectly influenced regional development in Bosnia and Herzegovina, and remains one of the
key development levers in overcoming regional and general underdevelopment. The subject of the
analysis in the paper is to bring closer the significance of regional development in the function of overall
economic development, with a special emphasis on Bosnia and Herzegovina. The main goal of this paper
is to assess the level and pace of regional development of Bosnia and Herzegovina on the one hand, and
the Euro-Atlantic path of Bosnia and Herzegovina as a potential candidate for EU membership on the
other. The primary research of regional development and assessment of the level of development as well
as the scope of structural policies in overcoming the key political, social and economic problems that
hinder the development and improvement of the economic integration of Bosnia and Herzegovina
towards the European Union are limited to the territory of Bosnia and Herzegovina. The basic scientific
methods used in the work and giving answers to research questions are historical and comparative
methods. They consist of methods and indicators of statistical analysis (indices, growth rates,
participation rates, coefficients, averages). Specific scientific methods used in the process of work are:
method of analysis, synthesis method, induction method, descriptor method, deduction method,
classification method, comparison method. The empirical results of the research confirm that Bosnia and
Herzegovina is faced with the problem of regional development with a pronounced imbalance between
the areas within the whole territory of Bosnia and Herzegovina. This confirms the need for systemic
policy as well as regional development policy at the level of Bosnia and Herzegovina that would be in
line with the policies of the European Union.
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1. Introduction
Regional policy of the European Union is a matter of growing interest in candidate countries
and potential candidates for full membership, because the preparation has already started due
to the use of pre-accession funds for structural funds and cohesion funds, which are only
available to member states. In Bosnia and Herzegovina, regionalization is also necessary in
the context of joining the European Union. Establishing a regional structure is one of the
prerequisites for inclusion in the EU's regional development policy, and access to
development funds that stimulate the country's balanced economic development.
The necessity of establishing a regional development policy at the level of Bosnia and
Herzegovina is one of the key factors for successful economic development and overcoming
or alleviating regional imbalances at the level of development, especially from the point of
view of local units as bearers of economic development. Therefore, in the following, we will
show in greater detail the importance of regional policy at the level of Bosnia and
Herzegovina with a focus on the EU.
The subject of the analysis in the paper is to bring closer the significance of regional
development in the function of overall economic development, with a special emphasis on
Bosnia and Herzegovina. Some of the research questions that arise in the analysis of regional
development have a spatial and economic character, so we highlight: how important is spatial
allocation in overcoming regional underdevelopment?, what are the causes and consequences
of regional underdevelopment?, the importance of EU integration to the regional development
policy of Bosnia and Herzegovina?, the importance of adopting regional development policy
at the level of Bosnia and Herzegovina, as well as other issues of relevance to the subject of
study. One of the objectives of the research in the work is to determine the role of the
European Union's pre-accession assistance policy (IPA) which, based on the results of the
analysis of the research in the paper, directly or indirectly influenced regional development in
Bosnia and Herzegovina, and remains one of the key development levers in overcoming
regional and general underdevelopment.

2. Review of literature on regional development
In the economic development of any area, branch or structural dimension, a spatial
component is also very important. In general, the region is a territory that has a recognizable
local, administrative, cultural, political significance or economic power and cohesiveness. The
region can therefore be defined as a territory in which the interaction between market actors
and streams creates a regional economic system, and the boundaries determined by the point
at which the magnitude of these interactions and flows is changing from one direction to
another (Cooke, 2004). The significance of the regional component A. Bogunović connects
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with the need of, (Bogunović, 1991): coordination of sectoral and regional policy for more
efficient development of the whole economy; continuous interregional cooperation from
which production specialization results in relation to the comparative (competitive)
advantages of certain areas; effects in better exploitation of regional potentials.
M. Šverko, in efficient management of regional development, identifies, (Šverko, 1995):
possibilities to mitigate regional inequalities (economic, social); the need to accelerate the
development of regions and national economies; possibilities for optimal use of specific
development and other potentials at local and regional levels; the possibility of establishing a
rational sectoral and territorial division of labor.
The importance of regional development, M. Kantalić sees in "increasing the efficiency of
national economic development and achieving balanced development among the regions. He
points out that regional policy should create optimal conditions for the development of
regions in order to increase the economic power of the entire regional area. "The lack of the
current regional policy towards Kantalić is that "the emphasis on economic development is
increasingly focused on the regional balance and the exploitation of development factors in
order to improve the economic situation of the lagging regions" (Kantalić, 2005).
The policy of regional development according to K. Rubić implies "building and defining the
concepts, strategies, goals, tasks and current economic policy measures and their realization at
different territorial levels. It is based on the compatibility of regional, branch and global
policies. Regional economic policy is characterized by a system of coherent relations that
directs regional development, and works to stimulate development processes that improve the
region's economy "(Rubić, 1999).
If we look at Bosnia and Herzegovina, it can be seen that the market transformation is
reduced to macroeconomic stabilization, that country only enjoys the stability of the so-called
nominal economic indicators (stability and convertibility of the domestic currency, fixed
exchange rate and low inflation rate). However, even this kind of stability is, on the one hand,
handicapped by the entity structure that denies the state of macroeconomic policy, and on the
other, it does not correspond with real economic progress. In contrast to the nominal, real
economic indicators show the economic lagging of the country (the constantly high
unemployment rate, the high deficit of trade and balance of payments, the sustainability of
external debt with international assistance and transfers from abroad, and, hopefully, the rate
of economic growth insufficient not only for the immediate closure of the economic gap
according to the EU, but also to reach the level of income of countries from the last fifth
enlargement of the EU), (Hodžić, 2010). Successful economic development in Bosnia and
Herzegovina according to Hodžić would focus on two directions: "anticyclical policy and the
opening of a new approach to Bosnian and Herzegovinian integrity with a changed
theoretical-ideological paradigm and the concept of integrating economic and social
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development" (Hodžić, 2009). Osmanković differentiates the motives of regional policy into
economic and political ones. They are economically identified in realizing the need for
balanced development, solving unevenness and optimizing profits on the basis of an adequate
allocation of capital in production. They are politically manifested in eliminating
dissatisfaction of the population of underdeveloped areas, reducing population migrations and
others (Osmanković, 2001).

3. Bosnia and Herzegovina from the aspect of regional development
In theoretical analysis of the research, many authors point out whether regionalization is a
cause or consequence of some regions developing faster than others, that there are significant
differences in the level of social, economic and overall well-being of the region. According to
the above, it is clear that these issues are also present in Bosnia and Herzegovina (Barbić,
2010). Regionalization of Bosnia and Herzegovina can be classified into three basic groups:
scientifically founded regionalizations presented in the works of Bosnian authors, militarypolitical regionalization prepared by international experts and administrative regionalization
as a kind of economic and regional policy. Regionalization and Centers of Socio-Economic
Development in Bosnia and Herzegovina "is a proposal for the division of Bosnia and
Herzegovina into four macro-regions and sixteen regions, (Osmankovic, 2002): 1)
macroregion Bosnian krajina with five regions; 2) macroregion northeastern Bosnia with four
regions; 3) macroregion Sarajevo-Zenica with three regions; 4) macroregion Herzegovina
with four regions: Mostar, Trebinje, Konjic and Livno.
Bosnia and Herzegovina in the process of integration into the European Union is facing the
challenges of regionalization, interregional cooperation with neighboring countries, as well as
the possibilities of economic and social development of the country through the support of the
Structural Funds offered by the European Union. Regionalization is not only a prerequisite for
accessing the European Union's funds for regional development but also an increasingly
important factor in the process of overall European integration, which Bosnia and
Herzegovina is also a part of. Acceptance and application of the Euroregion concept in Bosnia
and Herzegovina, in addition to opening up the possibility of accessing EU funds for regional
development, would contribute to the internal political and economic integration of BiH, as
well as the fulfillment of conditions for admission of the country to EU membership.
The regionalization of Bosnia and Herzegovina must be considered in the context of the
modern integration processes of the European Union based on the nomenclature of statistical
territorial units of the NUTS region. Respecting the EU criteria on the region and
regionalization, Bosnia and Herzegovina could be regionally regulated at the hierarchical
level of the NUTS - 2 regions. It is possible to regionalize Bosnia and Herzegovina according
to European NUTS standards in the Banja Luka macro region of 15,210 km2 with 1.078.099
inhabitants or 28,4%, the Tuzla macro region of 10.393 km2 with 1.260.059 inhabitants or
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33,2%, the Sarajevo macro region 10.495 km2 with 955.477 inhabitants or 25,1%, Mostar
macro region 15.031 km2 with 497.987 inhabitants or 13,1% of the total population in Bosnia
and Herzegovina.
NUTS regionalization of Bosnia and Herzegovina is an imperative of the process of
integration into the European Union. The European regional-geographical concept applied in
the territory of Bosnia and Herzegovina must, among other things, respect the cross-border
regional-geographical division of neighboring countries in full compatibility capacity (Spahić,
2014).
If we observe the level of regional development for the territory of Bosnia and Herzegovina or
all of its municipalities, it can be said that out of the total number of municipalities in the
category of developed there are 47 municipalities, while in the category of moderately
developed there are 35 municipalities and the Brčko District, on the other hand the category
of underdeveloped ones belongs to 32 municipalities, and extremely underdeveloped are 28
municipalities. According to the results of the survey in Bosnia and Herzegovina, each fifth
municipality is extremely underdeveloped and every fourth is underdeveloped, and every
third municipality is developed, i.e. from the total number of municipalities, about 33,1%
belongs to developed municipalities, moderately developed 24,6% underdeveloped
encompass about 22,5%, and extremely underdeveloped around 19,7%. By comparing only
developed (developed + moderately developed) and underdeveloped municipalities
(underdeveloped + extremely underdeveloped), we have the proportions of the levels
developed at the level of 57,7%, while the representation of the underdeveloped is at the level
of 42,3%. This ratio shows a high level of representation of underdeveloped municipalities,
that is, over 40% of Bosnia and Herzegovina is underdeveloped.
Analyzing the gross domestic product achieved on the territory of Bosnia and Herzegovina in
the period from 2006. to 2017., the realized GDP grew at a rate of 4,0%, i.e. from 20,0 billion
BAM in 2006, to 29,9 billion BAM in 2017. The growth rate in the period 2006. - 2011., is
around 5,5%, and in the period 2012. - 2017., it is slightly less than about 3,3%. Considerable
differences in the employment dynamics are observed in municipalities. The data show that
around 71,6% of the labor force is concentrated in the developed municipalities of Bosnia and
Herzegovina (not mentioning moderately developed municipalities) and only 10,4% in
underdeveloped ones (underdeveloped + extremely underdeveloped). If we look at the
investment dynamics in the municipalities of the Federation of Bosnia and Herzegovina in
2017., a total of EUR 2,4 billion was invested in the economy of the Federation of Bosnia and
Herzegovina, which represents 58,9% of the investments realized at the level of BiH.
Of this, in the economy of underdeveloped municipalities, only 174,5 million BAM or 7,0%
were invested, while 1,7 billion BAM or 89,8% were invested in the economy of developed
ones, while 34,4 million BAM were invested in the extremely underdeveloped ones or 1,3%,
and in the moderately developed ones 391,5 million BAM were invested, which is 15,8%. All
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this shows the different levels of participation of municipalities in the realized investments
and the different economic effects in these areas. If we look at the investment dynamics in
municipalities in the Republic of Srpska in 2017., a total of about 1,6 billion BAM is invested,
which makes 39,9% of investments realized at the level of Bosnia and Herzegovina. Only
46,2 million BAM or 2,7% were invested in the economy of underdeveloped municipalities,
and 1,4 billion BAM or 88,0% were invested in the economy of developed ones, while 19,5
million BAM were invested in the extremely underdeveloped ones or 1,1%, and 188,2 million
BAM was invested in the economy of moderately developed ones, which is 11,2%. By
comparing the volume and dynamics of the realized investments in the territory of the
Federation and Republic of Srpska, it is confirmed that the participation of the Federation of
Bosnia and Herzegovina is significant (58,9%) in relation to the Republic of Srpska (39,9%).
Developed municipalities of the Federation of Bosnia and Herzegovina participate with
89,8% in investments of Bosnia and Herzegovina and municipalities of Republic of Srpska
with 88,0%. On the other hand, the extremely underdeveloped municipalities of Federation of
Bosnia and Herzegovina participate with 1,3%, and in Republic of Srpska, this group of
municipalities participates with 1,1%. This comparison points to an economic advantage in
the level of development of the Federation of Bosnia and Herzegovina in relation to the
Republic of Srpska entity.
At the level of Bosnia and Herzegovina, the foreign trade volume was 25,5 billion BAM in
2017. Total goods were imported in the amount of BAM 16.1 billion, while total exports
amounted to BAM 9,4 billion. The coverage of import by export in the same year was 58,3%,
which is in favor of imports of -6,7 billion BAM. In the period from 2006. to 2017., the
volume of foreign trade of Bosnia and Herzegovina grew from 16,5 billion BAM to 25,5
billion BAM and on the other hand coverage in 2006., amounted to 45,0% while for 2017., it
was at the level 58,3%. According to the data, Germany is first-ranked with 1,9 billion BAM
of imports, which is 12,4% of the total realized imports to Bosnia and Herzegovina in 2016.
Below Germany is Italy with 1,8 billion BAM or 11,8%, Serbia 1,8 billion BAM or 11,3%,
and Croatia with 1,6 billion BAM or 10,0% share, and other countries. According to the
available data and analyzes, Bosnia and Herzegovina has a developed export-import network.
It is important to distinguish the countries where Bosnia and Herzegovina exported most to:
Germany, 1,4 billion BAM or 15,7% of total exports, followed by Italy with 1,1 billion BAM,
which represents 12,0% of participation, Croatia with 985,3 million BAM or 10,5%, Serbia
822,8 million BAM or 8,7% participation, and others.
These analyzes of the research clearly indicate that there is uneven economic development in
Bosnia and Herzegovina and that the condition of development level of some regions
continues to expand, which has a negative effect on the overall development of Bosnia and
Herzegovina. All this points to the need to adopt a regional development policy harmonized
with the policies of the European Union which, in the path of integration, will result in a
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higher level of economic development in Bosnia and Herzegovina and a reduction in the level
of regional disparities.

4. Integration of Bosnia and Herzegovina in the European union and the
nationality for regional development policy
Bosnia and Herzegovina is focused on meeting the guidelines - the Roadmap conditions, set
by the EU as the first phase of the country's preparation for its full involvement in integration
processes. The Roadmap is a document adopted by the EU Council of Ministers in 2000.,
which defined 18 guidelines, that is, the conditions for the inclusion of Bosnia and
Herzegovina in the European integration process and the transition to the next stages of the
Stabilization and Association Process, i.e., the elaboration of the Feasibility Study and the
opening of negotiations on the stabilization and association. The goal of integrating Bosnia
and Herzegovina into the structures of the European Union and eventual membership in the
EU achieves widespread support in Bosnia and Herzegovina. However, in order to achieve
this goal, countries should first and foremost demonstrate that they share the fundamental
values of the EU, as well as the capacity needed to fulfill the commitments stemming from
the Stabilization and Association Agreement.
In 2016., Bosnia and Herzegovina submitted an application for EU membership. The
application was accepted. Then, in December 2016., the European Union delivered a
questionnaire to Bosnia and Herzegovina with 3.242 questions that the state institutions need
to complete within six months. On 28 February 2018., Bosnia and Herzegovina submitted
replies to the Questionnaire to the EU Delegation. When the answers to questions in the
questionnaire are accepted, the European Commission's opinion will follow whether Bosnia
and Herzegovina fulfilled the conditions for obtaining the status of candidate for EU
membership (Pejanović, 2018:45-68).
According to the findings of the 2014., Progress Report, Bosnia and Herzegovina has
achieved a high level of trade integration with the EU, and remains the main trading partner
(EU) of Bosnia and Herzegovina, and further strengthened by Croatia's accession to the EU
from 1 July 2013. Consequently, the share of exports to the EU increased to 73,5%, while
imports from the EU slightly decreased to 60% of total imports. The most important trade
partners from the EU are Germany and Croatia. CEFTA countries remain the second most
important trading partner and account for 16% of exports of goods and 11% of imports. The
establishment and successful operation of regional development policy is not only a
requirement that is placed before Bosnia and Herzegovina in the process of European
integration, but also one of the basic mechanisms for more effective implementation of
development policies in all relevant areas that have a direct impact on the quality of life of
citizens. The current situation in Bosnia and Herzegovina is characterized by slow economic
growth, insufficient support of the governments of Bosnia and Herzegovina in overall
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development, unemployment, slow development of the private sector and small and mediumsized enterprises, and insufficient use of available credit and donor funds, including funds
from the EU.
European integration and the acquisition of candidate country status should further motivate
policy development towards regional development. In this context, the obligation to accept
the principles of European regional policy, that is decentralization and subsidiarity, in
partnership with the creation and implementation of regional development policies, should be
the basis of a strategic commitment in this area. Priorities of the regional policy of Bosnia and
Herzegovina should respect the priorities of the European Union. A regional approach in a
range of segments, such as: the financial, legal or institutional segment can be more quickly
contributed to a whole range of adjustments, in particular activities focused on the regional
development and regional policy of Bosnia and Herzegovina. The introduction and
application of EU standards in Bosnia and Herzegovina in the field of regional development
and cooperation will enable access to special programs for support to regional development.

5. Conclusion
Undoubtedly, Bosnia and Herzegovina has a long and very difficult path to overcome in order
to make it to the European integration. In a country with high unemployment and major social
problems, eliminating the gray labor market is one of the priorities. Low competitiveness of
the economy is also one of the biggest problems. Typically, the available resources are
insufficient for successful functioning, especially for local development and capital
investment in infrastructure and economy at the local level.
The empirical results of the research confirmed that Bosnia and Herzegovina faces a problem
of regional development with a pronounced imbalance between the areas within the whole
territory of Bosnia and Herzegovina. This confirms the need for systemic policy as well as
regional development policy at the level of Bosnia and Herzegovina that would be in line with
the policies of the European Union. EU assistance policies towards Bosnia and Herzegovina
are multiple, and one of these is the creation of five regions that combine historical,
geographical, cultural, economic and other links of municipalities important for development.
This is certainly a temporary solution to regionalization in Bosnia and Herzegovina, since the
accession to the Structural Funds of the region will have to be regulated according to the
Eurostat nomenclature, which implies NUTS 2 nomenclature for Bosnia and Herzegovina.
Derived data and results of empirical research point to the facts: there is a big disproportion in
terms of the share of underdeveloped areas in the population and participation in GDP, which
means that this area lacks the capacities of economic activity that would affect new products
and services, i.e., significantly increased effects in gross social product. The second is a
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disproportion, truthfully significantly smaller between participation in the total number of
employees and the share of GDP, which confirms the insufficient efficiency of the labor force
of this area in relation to the economically developed ones.
The third indicator is related to the comparison of the share of the underdeveloped area of
Bosnia and Herzegovina in the realized investments and the share of GDP. The data indicate
the need for more effective investment in this area of Bosnia and Herzegovina compared to
the rest.
European integration, as a basic strategic and political commitment and as a strategic
framework for the overall democratic and economic development of the country, means the
continuation of European integrative flows and the fulfillment of numerous, complex and
interconnected conditions.
The empirical results of the research confirmed that Bosnia and Herzegovina faces a problem
of regional development with a pronounced imbalance between the areas within the whole
territory of Bosnia and Herzegovina. This confirms the need for systemic policy as well as
regional development policy at the level of Bosnia and Herzegovina that would be in line with
the policies of the European Union. According to the preceding one, we can conclude that the
correct regionalization and decentralization established on the one hand, according to the
conditions and possibilities of Bosnia and Herzegovina, and on the other hand with the
standards and policies, and especially the instruments of European Union assistance, would
enable economically balanced development of all territorial units in Bosnia and Herzegovina,
overall development and greater competitiveness of Bosnia and Herzegovina.
Regional development policy and processes of Bosnia and Herzegovina should be part of a
strategic development plan that must be created on the basis of the joint action of state
authorities and municipal / local units. This would create an environment for a successful
regional policy, a greater absorption of funds from EU funds, as well as strengthening the
competitiveness, institutional and legal capacity of local units and the country as a whole.
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Abstract
Relative socio-economic stability engenders political stability. It is imperative for states to
strive to bridge the socio-economic divide by providing relative assistance to the very poor
and vulnerable. Modern constitutional law recognizes the imperative of fundamental
rights, including the right to social security. Such policy is especially germane for African
states in light of endemic poverty in the continent. This paper examines South Africa’s
social assistance framework, which, due to its comprehensive and universal nature,
represents a remarkable model for other African states to address endemic socio-economic
challenges faced by the needy, through the institutionalization of an effective social
assistance mechanism.
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1. Introduction
A chain is as strong as its weakest point. Political cohesion and social stability could best
be guaranteed where there is relative economic stability for all strata of society. The relative
empowerment of people in the society would engender reduction in the propensity for
involvement in criminality as persons who are gainfully employed in one trade or the other, or
provided with basic social assistance benefits, might not be attracted to negative activities. A
major challenge in the pursuit of an ideal society is to close, or at least narrow, the wide gap in
socio-economic opportunities and alleviating poverty. In stretching the reasoning further, it could
be argued that under an unwritten (or sometimes written) social contract, society owes it to the
very poor and the vulnerable to provide a measure of social protection to ensure the sustenance
of basic living standards, through social assistance (Galston, 2007: 8). That a person is poor or
vulnerable does not make that person less of a human being and therefore must be assisted by the
state, through a non-discriminatory social assistance programme, where the need arises. Social
assistance has been identified as a system of state-funded basic protection, usually a noncontributory mechanism, typically distributed through cash or kind benefits, to relieve poverty,
especially of the poorest and the most vulnerable (African Union, 2008: 41). Beneficiaries of
social assistance are usually those whose state of poverty or vulnerability might be occasioned by
old age, physical or mental disability, natural disasters or tenderness of age: such as infants and
children (Olivier et al., 2004).
Economic empowerment across the populace would have macroeconomic effects, as the
resultant enhanced purchasing powers available to beneficiaries are re-injected into the economy
as the beneficiaries spend on getting basic needs, thereby positively affecting and stimulating the
larger economy (Brockerhoff, 2013). Under such environment, those living below the poverty
line and the ones that unfortunately suffered mishap or are affected by any form of congenital
disability get the assurance of relative support or assistance. The support manifests by way of the
state providing for stabilization factors that guarantee equilibrium of social services, social
assistance and sustenance of basic conditions of living. Payment of tax-based social assistance
benefits, as opposed to contributory-based payment, represents the best means of empowering
those belonging to the pre-identified class due to the system’s universality, simply because the
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state must have streamlined the eligibility criteria for collection of the benefits (Helmrich, 2014:
85).
This paper x-rays the South African social security system, especially its social assistance
template, and its implementation mechanism. The paper further examines the South African
system’s potential to serve as a model capable of adoption and adaptation by other African states
to aid the containment of debilitating socio-economic challenges faced by a section of their
populace. The potential of the social assistance system as a veritable tool to drive poverty
alleviation commends it for implementation by other countries in Africa that have not considered
such policy at all and those who have implemented limited social protection programmes that are
not universal and inclusive enough.

2. Literature review
Modern constitutional law acknowledges the imperative of guaranteeing fundamental
rights for all persons in the state (Rautenbach, 2012; Nyenti, 2013; de Vos and Freedman, 2014).
In most cases, these constitutional rights not only encapsulate the basic rights to life, property
and the related freedoms but also include the right to essential services such as social security,
medical care, housing and education (Brand, 2005; 1996 Constitution of the Republic of South
Africa: chapter 2). These latter genres of rights are referred to as socio-economic rights. Socioeconomic rights give meaning and essence to the traditional fundamental rights. This is because,
without food, shelter, good health and basic living condition, life might not have real meaning
for a person. According to de Vos and Freedman (2014: 667), socio-economic rights are rights to
the conditions and resources necessary for the material well-being of people. Realistic and
effective sustainable development can best be guaranteed under an environment of socioeconomic stability, which is ideally feasible under a condition of an efficient social protection.
That stability would best be nurtured in an environment of universal, not selective,
implementation of social protection. However, most African countries implementing social
protection programmes do so on a non-universal platform, for example Kenya, Botswana and
Mauritius, making eligibility criteria employment-related, contributory-based or determined
based on some other defined exclusive criteria (Kunzler, 2016; Hagen-Zanker and Mallett,
2016). Emphasis should rather be on a universal social assistance, not on social insurance due to
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the exclusivity of its application as acknowledged by Corujo (2017: 294) in his examination of
the situation in southern European countries. Basing access to social security on employment, for
example pension benefits or unemployment insurance, puts some members of the society at
serious disadvantage, including the uneducated, the hard-to-be-employed and those facing
complicated disability, conditions that might put them at a disadvantage in securing employment
(Andersen et al., 2017).
In contemporary thinking, globalization and economic cooperation has given rise to
positive programmes of greater competition and integration of ideas, which also favours
predilection for balanced social development. This has particularly played out more in the
implementation of public governance measures that seek to engender emphasis on the elevation
of socio-economic rights by states, particularly social security policies, as a tool for socioeconomic stabilization. Triegaardt (2006: 1) agrees with the unity of opinion that social security
is a potent poverty-prevention tool in both emerging and developed economies, a position also
supported by Caracciolo (2011: 44) and Cichon et al. (2006: 21). Armstrong and Burger (2009),
in their paper, demonstrated that social grant has proved to be a very important instrument for the
alleviation of poverty in South Africa. African states have keyed in to this idea of cooperative
engagement in addressing the challenges of social development through greater continental and
regional cooperation (Taylor, 2015: 331). The institutionalization of such socio-economic
stabilization policies as easy access to social assistance and to medical care is especially relevant
for African states in the light of endemic poverty and the wide gap between the rich and the poor
(Strydom et al., 2017; Samson et al., 2015). The fundamental challenge remains the perception
and appreciation of the enormity of the problem by governments in Africa.
The South African social security system, though having its own challenges, presents a
remarkable model for poverty alleviation and enhancing the standards of living (Strydom et al.,
2017; Patel, 2016; Millard, 2008; Rossouw, 2017). Du Toit (2017) reasons that even in the face
of the importance of the social assistance mechanism in addressing the future of millions of
vulnerable beneficiaries, the administration of the social grant system in South Africa has
continued to face crisis after crisis, resulting from ineffective systemic management, a position
supported by Ngcobo (2017). These crises could be managed and effectively contained, if the
system is properly administered and monitored (Parliamentary Monitoring Group, 2006). It is
without doubt that the South African social assistance model represents a veritable template for
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other African states to institutionalize the assurance of social assistance benefits, on a
comprehensive and universal platform, for the defined class of persons qualifying for such
assistance. Such environment should ensure relative ease of access to socio-economic rights,
which will in turn engender socio-political stability and relative economic development.
The more inclusive, comprehensive and universal nature of the South African social
security system was demonstrated by the landmark decision of the Constitutional Court in Khosa
and Others v. Minister of Social Development and Others; Mahlaule and Others v. Minister of
Social Development and Others 2004 (6) BCLR 569 (CC). That watershed decision held that
foreign nationals holding South African permanent residence permit qualify for social assistance
benefits. The decision gave section 27(1)(c) of the 1996 Constitution a supranational
interpretation to accommodate not only South African citizens but also permanent residents of
South Africa as persons contemplated by the Constitution in its application of the term
“everyone” as persons qualifying for social security. The reasoning in the judgement is sound
and accords with contemporary thinking on the importance of the universality of social security
benefits (van de Water, 2008). Moreover, in the present age of globalization, addressing social
development challenges becomes more imperative, which success Taylor (2015: 331)
acknowledges as feasible only if states are able to manage the global integration process in the
overall interest of the poor and vulnerable. However, Millard (2008: 38) points out cross-border
migration as a major obstacle to effective implementation of social protection programmes. This
is understandably so as the state, for example in South Africa, grapples with the challenge of
providing social protection benefits for her citizens and additionally for a class of migrants that
the state might be obligated to cater for (taking into account the implications of the decision in
Khosa).

3.

The social security imperative in Africa and the South African
template

The implementation of social security policies not only alleviates poverty in the society
but also stimulates the economy, which are compelling reasons why states should pursue the full
implementation of the programme (Brockerhoff, 2013). States that implemented varying forms
of social security programmes including social assistance benefits, such as cash transfers and
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distribution of food parcels, are witnessing positive results evidenced by enhanced reduction of
destitution and deprivation of the poorest and the most vulnerable in the society, and growth in
economic development; manifested by increased consumption and productivity (African Union,
2008: 50). Collectable social assistance benefits might be considered very low or even too
modest, yet they constitute the only source of income for many households and individuals or
principal source of income for many beneficiaries.
South Africa remarkably stands out as one good example in Africa in the adoption and
implementation of a comprehensive, more inclusive and universal social assistance benefits
distribution system (Liebenberg, 2002). Also, the country could probably be the only state or one
a few in the continent to have implemented and sustained a real term and relatively more
inclusive and effective system of social assistance, founded on comprehensive statutory
instruments. These landmark statutory instruments target the alleviation of poverty, addressing
disability challenges and redressing societal imbalance. The clear policy of redressing the socioeconomic imbalance in South Africa is borne out of the desire to close the chapter on the dark
history of apartheid, empower the historically disadvantaged class and alleviate the endemic
poverty that was prevalent at the advent of constitutional democracy (Thurlow, 2002; van der
Berg, 1998). These reasons were the influencing factors behind the unique universality and
comprehensiveness of the South African social security system, especially the very inclusive
nature of the social assistance framework.
The African Union (AU), at its Extraordinary Summit on Employment and Poverty
Alleviation held in Ouagadougou, Burkina Faso in 2004, acknowledged the fundamental
imperative of combating poverty and enhancing social development, which influenced it to
commission a study on the issue (African Union, 2008). The positive outcome of that important
meeting was the Ouagadougou Declaration and Plan of Action in which governments of African
states gave their commitment to pursue the improvement of the conditions of living of vulnerable
people through better social protection services, including improved pensions, health care and
other social security schemes (African Union: 2008). However, that laudable objective might
have been hampered by the absence of a common understanding of the essence of social security,
especially the unconditional social protection of the poor and the vulnerable and the inability of
African states to develop an effective and coherent policy framework for the desired social
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protection (Taylor, 2015). That situation, symptomatic of gross dilatory tendencies on policy
implementation in most African states, has resulted in confusion and irregular responses to the
problem of addressing social protection responsibilities, including social inequalities, poverty
and vulnerability. The varied forms and levels of implementation of social protection
programmes in the different states of Africa may also be evidence of this lack understanding of
the real essence of social security, especially social assistance.
Member states of the Southern African Development Community (SADC) have exhibited
better commitment towards implementing social security measures in their respective states,
more than states of other regions of Africa. This they have done through the conclusion of
several instruments and protocols, with the objective of promoting effective social protection
programme in the region (Nyenti and Mpedi, 2012). However, in terms of the SADC Treaty, the
commitment of actually implementing the identified policies comprehensively remains so on
paper. The reason is that not all the protocols of the Treaty are legally binding on member states,
for example the SADC Code on Social Security (Nyenti and Mpedi, 2012: 249). The Code on
Social Security merely signposts broad guidelines on the implementation of social security
policies, which gives room for failure or delay in implementing the programmes by some states.
Moreover, the desire by these states to implement social assistance programmes might be
hampered by availability of resources. Save for South Africa, most other states of the region that
implemented social protection programmes did so in parts, and the policies were not
comprehensive enough, which could be attributed to paucity of funds. Some of the states; namely
Namibia, Mauritius and Botswana, implemented universal schemes for the elderly and the
disabled (Nyenti and Mpedi, 2012). Mauritius also operates a non-contributory, tax-based
benefits programme, aptly referred to as the Unemployment Hardship Relief. Most of these
programmes are employment-related, making them rather exclusive. It fails to accommodate
those that never worked or are incapable of working due to mental or physical incapacity.
South Africa, on the other hand, implemented universal and comprehensive schemes that
provide for payment of social assistance benefits to children, the elderly, the disabled and even to
persons that suffer natural disasters (Social Assistance Act 2004: section 4; Kelly, 2017).
However, the universality of the South African social assistance template is not insulated from
challenges (Patel, 2016; Liebenberg, 2002). Being class-targeted, the social grants payment
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system has been bedevilled by widespread cases of fraud, occasioned by collection by untargeted persons and insider corruption (Reddy and Sokomani, 2008: 34; du Toit, 2017), which
problems Rossouw (2017) emphasizes is a looming crisis that could disrupt the system in light of
government’s inability to contain the challenge. In order to guard against abuse and to ensure
that the social assistance benefits are actually collected by persons in the target class,
beneficiaries are require to meet with defined criteria, including being means-tested and showing
evidence of indigence. However, the means-testing eligibility criteria has been identified by
many commentators as being rather exclusive and restrictive, thereby denying many prospective
beneficiaries the needed access to social assistance due to its complicated process (Plagerson and
Ulriksen, 2016; Nyenti and Mpedi, 2012; Liebenberg, 2002; van der Berg, 1998).
Under the South African jurisdiction, the Constitution of the Republic laid the foundation
for the institutionalization of a comprehensive and inclusive social security system (1996
Constitution of South Africa). The policy was implemented in compliance with the intendments
of section 27(1)(c) and (2) of the 1996 Constitution, supported by the issue-specific enabling
legislation focusing on social assistance (Social Assistance Act No. 13 of 2004; South African
Social Security Agency Act No. 9 of 2004). That implementation of the constitutional provisions
and supporting statutes has strengthened the institutionalization of the provision of social
assistance and related social security benefits to the class of persons deserving of them. In the
spirit of chapter two of the 1996 Constitution, on the Bill of Rights, such social security benefits
as free medical care, free housing and payment of social grants are captured under section 27.
Samson et al. (2006) acknowledge that the payment of social grants and related social security
benefits has contributed in alleviating poverty and empowering many South African citizens and
permanent residents who belong to the class of persons that would have been living below the
poverty line in the absence of the implementation of the policy.

4. The African social protection challenge
The overwhelming dysfunctionality or absence of the social protection system in most
African states is an indubitable reality. However, the fact that lip service is paid to this grave
challenge by almost all the affected states calls for serious concern, considering the fundamental
role of social protection as an instrument for the alleviation of poverty and maintenance of
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societal equilibrium. It is imperative that African states accord serious attention to the
development of an efficient and realistic system of social protection of the very poor and
vulnerable in their respective societies, through an effective social assistance mechanism. This
objective is assailable through a purely tax-based social assistance framework, which sustains
universality of access, as opposed to the ubiquitous contributory-based system prevalent in most
African states. South Africa already operates a relatively effective policy of universal and
comprehensive social assistance, which is non-contributory, and it has contributed immensely in
poverty alleviation and socio-economic stability in the country. It should be desirable that other
African states consider adopting and adapting the South African social assistance template to
address unique social protection challenges peculiar to their respective situations and
environments.

5. Methodology
The methodology adopted in this paper is a theoretical, non-empirical approach. The
paper interrogates primary and secondary materials through the review of literature and statutory
instruments related to the subject matter. These include national constitutions, government
gazette, international conventions, national legislations, regulations, textbooks, law reports and
journal articles. It examines the feasibility and desirability of other African states adopting and
adapting the South African social assistance framework as a veritable template for tackling and
containing social-economic development challenges, especially social protection problems,
endemic in these states or fine-tuning existing systems for states already implementing a measure
of social assistance system in their public governance. In pursuit of this objective, the paper
examines the legislative and institutional frameworks of the South African social assistance
programme.

6. Constitutional rights as the root of social security
The constitutional guarantee of fundamental rights is a universally acknowledged
phenomenon in most national constitutions (chapter 2 South African Constitution 1996; chapter
4 Nigerian Constitution 1999; chapter 4 Kenyan Constitution 2010). Although these rights are
basic, they however cannot be realistically enjoyed if they do not encapsulate socio-economic
rights. Socio-economic rights are those rights derived from the fundamental rights guarantee
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embedded in the constitution, which attract to the person certain socio-economic benefits,
especially social security benefits; encompassing social assistance and social insurance.
Examples include, but not restricted to rights to social assistance (including social grants), social
insurance, medical care, housing and related benefits; which the South African Constitution
(section 27(1)(c)) eminently guarantees for the qualifying class (Nyenti, 2013).
The South African Constitution makes comprehensive provisions on fundamental human
rights, including socio-economic rights, which have become the bedrock for giving South
African citizens and permanent residents access to social assistance and other social security
benefits (Steynberg and Millard, 2011; Samson et al., 2006). Chapter two of the 1996
Constitution, on the Bill of Rights, provides comprehensively on the right to social security
benefits. The interpretation of the guarantee of this right, as assured by the Constitution, has been
stretched by the courts to include the circumscription of the power of state agencies and organs
from limiting or altering the ambits of the rights to social security (Olivier and Mpedi, 2009: 29).
This position is given credence by the decision of the Constitutional Court in Mashava v.
President of the Republic of South Africa and Others 2005 (2) SA 476 (CC).
The beauty of the position of the South African Constitution on the issue is its
comprehensive nature, which captures such fundamental matters as rights to access all basic
socio-economic rights. These socio-economic rights include the rights to water, housing, medical
care and financial support for indigent persons. The 1996 Constitution, under sections 27(1)(c)
and 184(3), further lays the foundation for the legal framework for the regulation and
administration of the social security system. However, the state’s obligation on this constitutional
mandate is qualified by making the enjoyment of the rights subject to availability of resources as
the state is mandated to take reasonable legislative and other measures, within its available
resources, to achieve the progressive realization of each of the rights (1996 Constitution: section
27(2)). The implication of this important circumscribing provision is that it provides a sort of
insulation for the state against the potential floodgate of litigations against it by applicants for the
socio-economic benefits, in the absence of such qualification.
Indeed, if the rights were not somehow circumscribed, the demand for social grants
would overwhelm the state and its benefits-distribution mechanism, and probably derail it from
the start, due to unprecedented and simultaneous demands occasioned by the widespread poverty
that heralded the attainment of constitutional democracy. That nascent period was marked by the
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attendant dire need to address the endemic socio-economic challenges of providing housing,
medical care, water and social assistance benefits to persons in the indigent class (Rossouw,
2017; Strydom et al., 2017). The policy of giving the state the discretion of progressive
implementation of the social assistance programme is a way of guaranteeing the sustainability of
social protection.

7. Legal framework for social security in South Africa
The Bill of Rights (1996 South African Constitution: chapter two) as a collective and the
state’s obligation to ensure respect for the fundamental rights contained therein, read together
with the state’s responsibility to undertake reasonable legislative and other steps to ensure the
progressive realization of the provisions (1996 Constitution: section 27(2), raise a continuous
and non-derogatory obligation. In furtherance of the realization of that objective, the state
enacted two fundamental statutes, which have formed the bedrock for the administration of
social security in South Africa (Social Assistance Act 2004 and South African Social Security
Agency Act 2004).

(a) Social Assistance Act
According to the preamble to the Social Assistance Act (SAA) (Act No. 13 of 2004), the
imperative of enacting the statute was part-premised on the fact that the effective provision of
social assistance would require uniform norms and standards. The objective was further
reinforced by the need to prevent the proliferation of laws, policies and related measures aimed
at the implementation of the constitutional mandate, which could have the counterproductive
effect of materially prejudicing the interest of the targeted beneficiaries of the national social
assistance policy (Social Assistance Act: section 3). Chapter two of the Act provides on
application of the statute (section 2(1) SAA) and administration of the social assistance scheme
(section 2(2)-(4)). The Act identifies the classes of social grants payable to the deserving interest
groups, including child support grant (section 4(a)), care dependency grant (section 4(b)), foster
child grant (section 4(c)), disability grant (section 4(d)), older person’s grant (section 4(e)), war
veteran’s grant (section 4(f)), and grant-in-aid (section 4(g)). Sections 5 – 13 provide on the
eligibility criteria for the respective classes of social assistance.
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The colossal sum committed by the national government of South Africa on social
protection underscores the importance of the social assistance policy, through the instrumentality
of the payment of social grants, as a potent poverty-alleviation tool. In the 2014/2015 financial
year, the state spent a little above R121billion on the payment of social grants (Statistics South
Africa, 2015). Of that sum, R51.349billion (representing 42 percent) was spent on child support
grants, care dependency grants and foster child grants. R50.336billion or 41 percent was spent on
older person’s grant and war veteran’s grant. R18.743billion or 16 percent was spent on
disability grants; while social grants for grant-in-aid and social relief of distress gulped
R827million or one percent of the total sum spent on social grants. The sum was collected by an
average of 16,724,000 beneficiaries (South African Social Security Agency, 2015). It could then
be imagined what would be the effect of that colossal sum when reinjected in the national
economy through the spending by social grants beneficiaries.
The effectiveness of the social grant system is largely dependent, apart from funding by
the state, upon proper and conscientious monitoring and supervision of the mechanism for grants
distribution. Moreover, the strict adherence with statutory provisions on qualification criteria for
each class of social grants will ensure the streamlining and clear definition of the right persons
who are qualified to collect the grants. The following table outlines the eligibility criteria for the
classes of grants provided in terms of the SAA.
Class of social grant

Eligibility criteria*

Statutory
provision

child support grant

The child and the primary care-giver must be South
Africans citizens or permanent residents or refugee, and
resident in South Africa; applicant must be the primary
care giver of the child; the applicant and spouse (if
married) must fulfil the means test qualification; child
must be less than 18 and must not be under care in a statefunded institution; child’s birth certificate must be
tendered

sections 5 and
6 SAA

care dependency grant

Applicant must be a South African citizen or permanent
resident or refugee; applicant must be a parent, primary
care giver or foster parent of a child in need of permanent
care/support due to physical or mental disability; child
must be under 18; applicant and child must be resident in
South Africa; applicant must submit a medical assessment

sections 5 and
7 SAA
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report indicating the child’s disability; the means test
requirement must be complied with (except for foster
parent); the child must not be under care in a state-funded
institution on a 24 hour basis for more than six months;
child’s birth certificate must be tendered
foster child grant

Applicant and child must be South African citizens or
permanent residents; both must be resident in South Africa
at the time of filing the application; a court order
confirming the foster care status of the child must be
tendered; the child must satisfy the requirements of the
Child Care Act (No.74) 1983

sections 5 and
8 SAA

disability grant

Applicant must be a South African citizen or permanent
resident or refugee; both must be resident in South Africa
at the time of filing the application; applicant must be aged
18 – 59; applicant (and spouse, where applicable) must
comply with the means test requirement; applicant must
submit medical assessment report confirming disability
status; applicant must not be receiving another social grant
or be maintained at a state-funded institution

sections 5 and
9 SAA

older person’s grant

Applicant must be a South African citizen or permanent
resident or refugee; applicant must be resident in the
Republic at the time of filing application; applicant must
60 years or older; applicant (and spouse, where applicable)
must comply with the means test requirement; applicant
must not be under care in a state-funded institution;
applicant must not be in receipt of another social grant

sections 5 and
10 SAA and
section
1
SAAA

war veteran’s grant

Applicant must be a South African citizen or permanent
resident; applicant must be resident in the Republic at the
time of filing application; applicant must be 60 years or
older (if younger, applicant must be disabled occasioned
by military service); applicant (and spouse, where
applicable) must comply with the means test requirement;
applicant must not be under care in a state-funded
institution; applicant must not be receiving another form of
social grant

sections 5 and
11 SAA

grant-in-aid

This is payable to persons entitled to disability grant, older
person’s grant or war veteran’s grant; applicant must
comply with the eligibility requirements for the three
classes (as may be applicable); applicant must require
regular attendance by another person due to applicant’s
mental or physical condition

sections 5 and
12 SAA

social relief of distress

This is a temporary assistance provided by the Minister of
Social Development. Applicant must be waiting for
approval of a social grant; applicant must tender medical

section 5 and
13 SAA
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assessment report showing unfitness to work for less than
six months; applicant must not be under maintenance by
spouse, child, parent or relative; applicant must have been
affected by a disaster
* Before 2005, applicants for social grants were required to tender South African identity document before
registration to collect the grants. This position has however been qualified by the Court since 01 June 2005, following the
decision in Alliance for Children’s Entitlement to Social Security (ACESS) v. Minister of Social Development and Others,
(unreported, Suit No. 5251/2005). The implication of this decision is that SASSA now has the discretion to waive the
strict requirement of South African bar-coded identity document. By this new rule, SASSA may accept any other means
of identification of an applicant for social grants, including affidavit of identification signed by a Commissioner for Oaths
or a Notary (provided the document is not notarized by a staff of SASSA).
Sources: (1) The authors’ computation; (2) SASSA <http://www.sassa.gov.za/index.php/social-grants>.

(b) South African Social Security Agency Act
The South African Social Security Agency Act (SASSA Act No. 9 of 2004) was enacted
with the objective of establishing the South African Social Security Agency (SASSA). SASSA is
fixed with the exclusive responsibility of administering the social security system, including the
disbursement of social assistance benefits and for the performance of related functions. Section 2
of the SASSA Act created the agency. The agency is assigned with its statutory functions in
terms of section 4 of the Act but subject to the provisions of chapter 3 of the SAA. The functions
of SASSA include the administration of social assistance, collection and management of
information related to social security administration as well as the establishment of a proactive
fraud prevention and containment mechanism that engenders the protection of the integrity and
framework of South Africa’s social security system (Social Security Administration, 2017).
Interestingly, the agency is empowered in terms of section 4(2)(a) of SASSA Act to enter
into any agreement with any person to ensure effective payments of social assistance benefits to
deserving beneficiaries. However, the exercise of such power must be with the consent of the
Minister of Social Development (section 4(2)(a) and (3) of SASSA Act). The inability of SASSA
to deliver effective social grants distribution to beneficiaries and the allegation of
mismanagement of the exercise of the oversight power by the Minister of Social Development
between 2016 and 2017 and the consequent running battle between the Minister and SASSA
caused crisis of confidence in the agency (du Toit, 2017; Maserumule, 2017). The situation
contributed in throwing up a nearly intractable crisis in the agency that almost derailed its
operation in 2017 (Mahlaka, 2018; du Toit, 2017; Maserumule, 2017). The situation has only
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been contained following the intervention of the Constitutional Court on the prompting of a nongovernmental agency in 2017 (Mahlaka, 2017; Crotty, 2017; Mabena, 2017).

8. Conclusions and recommendations
It is an indubitable fact that social security represents a potent tool for poverty alleviation
and this position ring even truer in emerging economies due to the propensity for them to face
daunting developmental challenges, especially of socio-economic in nature. States of the African
continent face an urgent imperative of addressing problems of alleviating poverty, providing
housing and medical care for the very poor and the vulnerable in society and delivering quality
educational system, part of which should be free, at least at the basic learning level. In the face of
these challenges, the need to develop workable social assistance measures that will be universal,
comprehensive and much more inclusive becomes very apt. Fortunately some African states
have implemented social security measures. However, the problem with those measures is that
they either mostly lack major social developmental factors, are not comprehensive enough, lack
universality or are selective and contributory-based; which attaches obligations to the benefits,
with regard the last case. In the face of endemic poverty in the continent, what is required is the
rollout of a tax-based, non-contributory social assistance system, which has the potential of
properly addressing the needs of the very poor and the vulnerable and raising living standards.
The success of a social protection programme will depend largely on the effectiveness of
proactive and containment measures put in place to check systemic compromise and fraud (Patel,
2016). This is possible through the introduction of innovative, proactive and transparent policies
(Brandon, 2017). Cases of fraud or other acts of breach of the system must be followed by trial
and punishment in order to serve as deterrence as is the case in other climes with long histories
of social security implementation (Tollenaar, 2018; Corujo, 2017). It therefore follows that, in
the case of South Africa, SASSA should strengthen its fraud-prevention and detection
mechanism in order to ensure that those collecting social assistance benefits are actually in the
right class of persons falling within the eligibility criteria defined by statutes. Fraud, systemic
leakages and ineptitude on the part of the regulators and administrators of the social assistance
system could turn an otherwise ideal social development programme into an avenue for wasting
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state resources and worsening the living conditions of the very poor and vulnerable. Therefore,
the envisaged ideal social assistance mechanism must be resilient to abuse, fraud and any form of
manipulation. This can only be realizable if the system develops proactive and containment
measures that are effective enough to deliver on the set objectives effectively, while ensuring an
efficient monitoring process.
The South African social security system, especially its social assistance mechanism,
presents a good prototype, which could be adapted to suit the peculiarities of the local
environment in the respective African states. The essence of a detailed discussion of the South
African social assistance framework is to highlight that system’s strong and weak points, which
could help other African states plan for a rollout of new social assistance programmes or in
improving on existing ones, where that is already in place. The bottom-line is that African states
should adopt workable non-contributory social protection mechanisms that engender the
effective containment of social developmental challenges in their respective countries. This
paper proffers some suggestion that could aid the realization of these identified and inevitable
objectives.
In order to enhance public revenue, which would be engaged in social development
objectives, the state could impose social security tax across the broad macroeconomic spectrum,
collectable from all pay-as-you-earn (PAYE) employees, determinable at a win-win rate that
generates reasonable revenue for the state while not hurting the pockets of employees too deeply.
For example, it might be good to levy a social security tax of between one percent and two
percent of the basic earnings of all PAYE employees. In addition, it might also be good to levy
the envisaged social security tax on all companies in terms of the company income tax regime.
This could be levied at a range between two percent and five percent of gross earnings, since part
of the net beneficiaries of the revenue realized from that fiscal policy would be the same persons
that would collect social assistance benefits, especially cash transfers, and spend the same money
on their necessities within the economy. This could contribute to rapid stimulation of the
economy, including the enhancement of the revenue base of businesses.
It should also be desirable that states should dedicate a percentage of value-added-tax
(VAT) collected in terms of the VAT fiscal regime for social security fiscal liability. For
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example, the percentage commitment of the VAT collectible earmarked for social protection
(particularly social assistance) could be calculated at between two percent and five percent of
aggregate revenue from VAT. It is indisputable that VAT revenue forms one of the major
sources of income for the state. On the other hand, the state owes obligation to alleviate poverty.
Committing part of the VAT revenue to address social developmental issues will engender
favourable social environment that will allow public governance to progress smoothly,
unhindered by social upheavals such as public protests, strikes and wanton destruction of public
infrastructure.
In view of the envisaged enhanced revenue that would be available for commitment to
social protection programmes and in the light of accountability challenges prevalent in public
governance in most African states, it might be imperative that states create specialized
investment vehicles for the social security funds, accrued from the social security tax. The
envisaged investments should be of short-term and long-term durations, managed through a
consolidated dedicated account. The returns on the short-term investments should be committed
to recurrent expenditure, including the running of the regulatory and administrative agencies.
The investment vehicles would play dual roles: contribute to the growth and stability of the
economy in view of the positive effect it would add through investments in government bonds
(treasury bills and treasury certificates) as well as the stimulation of rapid growth in the financial
sector resulting from enhanced liquidity of financial institutions occasioned by financial
placements with them.
Above all, African states must tackle endemic corruption in public governance in order to
free state resources to enhance the funding of social welfare progrmmmes, including the rolling
out of effective and realistic frameworks for the payment of social assistance benefits, where that
has not been in place. Where social assistance programmes are already in place, the freeing of
state resources would enhance the deepening of the outlay of payouts and might even aid the
expansion of the number and class of beneficiaries.
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Abstract
Nutritional deficiency and hunger are long-standing challenges in the developing nations
where majority of people suffer from one of the heaviest burdens of hunger and
malnutrition. Interventions aimed at increasing food availability and hunger reduction
hold great potential for improving nutrition status through increasing food production in a
developing nation such as Nigeria. We present a novel approach to explain the correlates
of hunger severity and food intake among the rural households in Nigeria. Indicators of
hunger severity and food intake were computed with coping options due to hunger and
dietary diversity scores. Data were analyzed using descriptive statistics (percentage,
standard deviation etc.) and inferential statistics, such as Principal Component Analysis
(PCA), and Ordinary Least Square Regression (OLS). In the study, the descriptive results
show that the rural respondents captured in the survey were 81.19% male ,with an average
age (53 ±11.44 years) and (9.20 ± 4.83 years) of education. On the other hand, the
regression results of the factors that affect the households’ hunger severity and the
composite food intake diversity indices (generated from the PCA) were well fitted
(p<0.01). Ageing, large household size and poor credit facilities, among others were
identified as major problems among the rural dwellers. It was therefore concluded that
hunger and poor diversity of food intake among the rural households were problems in the
study area. It was however recommended that considerable investment in rural
household’s human capital should be encouraged since nutrition education and food
diversity enhances households’ wellbeing.
Keywords: Dietary diversity scores, Food intake, Hunger severity index, Ordinary Least
Square Regression, Principal Component Analysis, 24 Hours Recall Period.
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1. Introduction
The 2017 Global Hunger Index (GHI) unveils the long-term progress in hunger reduction around
the globe, even though the advances have been uneven, however, with millions of people still
experiencing chronic hunger and many places suffering acute food crises and famine (von
Grebmer Klaus et al., 2017). The state of the balance-global hunger situation especially in the
developing nations of the world remains a cause for great concern which still constitutes a
significant challenge for international commitments if “end hunger” must be realistic by 2030.
According to United Nations Children's Fund (UNICEF); World Health Organization (WHO) &
World Bank (WB), 2017), an estimated 6 million children, under 5 years of age in the
developing nations are stunted by chronic malnutrition.
About one in eight people, or 13.5 percent of the overall population, remain chronically
undernourished in these developing regions of the world, down from 23.4 percent in 1990–92
(FAO et al., 2015). In year 2016, the number of undernourished people in the world was stated to
increase to an estimated 815 million, up from 777 million in 2015 but still down from about 900
million in the year 2000 (Food and Agricultural Organization (FAO), International Fund for
Agricultural Development (IFAD), United Nations Children's Fund (UNICEF), World Food
Programme (WFP) and World Health Organization (WHO), 2017). In addition, the existing
record have it that the vast majority of hungry people in the world live in developing regions,
which saw a 42 percent reduction in the prevalence of undernourished people between 1990–92
as well as 2012–14 (International Food Policy Research Institute (IFPRI), 2017).
Nigeria, according to (The Organization for Economic Cooperation and Development (OECD),
2012) is a developing nation as well as Africa’s wealthiest, most populous nation still suffers one
of the highest level of chronic hunger and under nutrition among its citizens. This crisis is largely
caused by poverty and rising food insecurity, the disruption of basic services due to conflict, and
poor knowledge of healthy feeding practices for infants and young children. In Nigeria, hunger,
linked to poverty is a condition that reflects in the inadequacies to obtain food; this made the
nation share in the severity, depth and incident with other developing nations hunger or poverty.
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On the hand, the manifestations of hunger are sometimes overt, but are often invisible, and
reﬂect the powerlessness and vulnerability of those who suffer from its consequences (World
Food Programme, 2007).
Furthermore, hunger caused by an inadequate or inconsistent food supply at home is part of a
larger societal issue that is variably referred to as ‘‘food poverty’’, or ‘‘food insufﬁciency’’
(Food and Agriculture Organization of the United Nations (FAO), 1996) as cited by Pickett et
al., 2015). These terms further refer to a myriad of situations where consistent physical and
economic access to sufﬁcient, safe and nutritious food of a person’s preference cannot be assured
(Food and Agriculture Organization of the United Nations, 1996). Many at times, these largely
hidden and seldom resulting in overt signs of malnutrition, “ﬁrst-world hunger” (Riches 1998;
Beebout, 2006), requires different observational methods to detect, measure and correct.
This study seeks to add to existing body of knowledge by analyzing the correlates of hunger
severity and the determinants of food intake among the rural households in Nigeria. The study is
different from previous studies because it used Principal Component Analysis (PCA) to construct
indices of hunger severity and food intake as well as relating these with some socio economic,
environmental and health indicating variables. The study is also justified from the robustness and
representativeness of the employed primary dataset. The study therefore presents
recommendations that aim to redress the national imbalances in term of hunger and food
availability, as well as the laws, policies, attitudes, and practices that exacerbate and perpetuate
them, in order to alleviate hunger among the rural most vulnerable individuals. The final section
of this study discusses the implications of these findings for timely policy and research priorities.

2. The Policy Context for Rural Household’s Hunger and Food
intake in Nigeria
Nigeria rural food intake and nutrition policies have undergone changes especially after her
independent. This is because these policies and programmes vary only in terms of name, time or
season cum organizational network of the then incumbent. All the way, the past policies have
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emphasized almost the same objectives such as: to provide food for the inhabitants of the nation
and export excess to other countries as well as to provide rural dwellers and farmers with
extension services, agricultural support, rural development services and general sustainability.
Despite the past policies and laudable programmes with impressive themes, Nigeria is yet to
attain food sufficiency for households’ intake, most especially in the rural settings of the nation
where majority of food production takes place.
For example, between the 1960’s -1990’s, very few agricultural policies, decree and act existed
with invention of numerous agricultural programmes like National Accelerated Food Production
Programme (NAFPP) in 1972), Operation Feed the Nation (OFN in 1976). In addition, the
Agricultural Development Projects (ADP), River Basin Development Authorities (RBDA in
1976), Green Revolution (GR in 1980) , Directorate for Food Roads and Rural Infrastructure
(DFRRI in 1986) ,Better Life Programme (BLP in 1987), Family Support Programme (FSP in
1994) , Family Economic Advancement Programme (FEAP in 1996) and National Agricultural
Land Development Authority (NALDA) which was initiated in 1992 much more later than the
decree (1978) and an act (1979) backing it.
However, these past policies and programmes as earlier listed have contributed little or nothing
to the long run agricultural sustainability, food intake and nutrition of the populace in Nigeria
with this stake holders i.e the rural household’s bearing majority of the brunt hence, these
policies could be characterized as weak agricultural policy with non-interaction between and
among stakeholders, short duration, conflicts each other, inconsistent and incompatibility. There
is urgent need to reverse this lingering situation so as to ameliorate the persistent failure of
agricultural, food intake and nutrition policies and programmes in Nigeria. Therefore,
eliminating hunger as articulated in the national policy on agriculture, the Vision 2020, and the
Millennium Development Goals, especially MDG 1 on hunger and poverty requires stimulation
by policymakers, who should create an environment in which the rural households’ food intake
can thrive. Therefore, in line with the Vision 2020, and the Millennium Development Goals,
especially MDG 1 policy guidelines, the agricultural policy of Nigeria aim to secure a conducive
environment for these rural dwellers.
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The evidence-based information on the nature and constraints to financing agricultural adventure
by this farmers due to poverty as well as lack or partial provision of basic agricultural incentives
cannot be under estimated for the design of appropriate strategies for reducing the vulnerability
of these farming households’ to poverty. As a developing nation, Nigeria advocates the
integration of diversified food intake and nutrition into rural development programmes in order
to alleviate the rural household’s poverty stigma. Therefore, to inform the design for the holistic
food intake-nutrition policy strategies, this study provides key insights into a national
agricultural policy that are prioritized by these rural households. This information will serve as a
strong basis for aligning government’s agricultural blue prints with the rural scale dwellers as a
center of consideration. Moreover, the evidence-based information on structural constraints to
rural households’ diversified food intake and nutrition in the selected rural parts of Nigeria forms
an important basis for timely policy intervention.

3. Research Methodology
3.1

Study Area and Data Description

Nigeria is the most populous country in Africa (The Organization for Economic Cooperation and
Development (OECD), 2012). Some working projections have indicated that the country’s
population will increase from 140 million in 2006 (National Population Commission (NPC),
2006) to 204 million by 2020 (OECD, 2012). The country comprises of 36 states and the Federal
Capital Territory (FCT), (as indicated in Figure 1). These states are sub-divided into six
geopolitical zones which are the North West, North East, North Central, South West, South East
and South South. The country is made up of several ethnic groups although the Hausas, Igbos
and Yoruba’s are the major groups. Currently, the country is ranked as the second largest
economy in Africa (National Bureau of Statistics (NBS), 2016).
The household survey data used for this analysis were collected in Nigeria around October 2014February, 2015. The recall period for all rural household data used included the previous rainy
and dry season’s agricultural year. In order to observe the determinants of agricultural
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household’s food intake and hunger severity correlates, data were collected from a random
selection of rural farming households. 18 villages were randomly selected, within these villages;
individual households were randomly selected, conditional on agricultural practice as main
source of income. Four hundred and twenty (420) households were then randomly selected from
18 villages using a proportionate sample. The identification of agricultural households and
farming households was done in consultation with agricultural extension agents in the identified
villages. The administered household survey questionnaire contained modules on socioeconomic characteristics, food intake, nutrition, cost implication of nutrition.
(Figure 1)

3.2

Principal Component Analysis–Ordinary Least Square Regression

Model Estimation
3.2a

Composite Indices of the Rural Household’s Food Intake and its Correlates

Principal Components Analysis (PCA) was used to compute the composite indices of food
intakes from the different food classes that the questionnaire probed into. This approach helps
capture the different dimensions of food that were consumed by households (within the 24 hours
recall period) in a composite manner bearing in mind the likely correlation that could exist
among some food classes . The selection of the indicator was guided by insights drawn from the
nutrition literature as well as availability of data. All the major dimensions of nutrition (body’s
dietary needs) have been represented by at least one indicator. Following the identification of the
indicators as explained above, the PCA was employed. The PCA is a data reduction method used
to re-express multivariate data in fewer dimensions. The procedure transforms the selected
indicators into smaller components that capture most of the information (variation) in the
original indicators.
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Application of PCA on the selected indicators would yield a series of components with the first
component explaining the largest variance in the data and subsequent components explaining
additional but smaller proportion of the variance in the original variables. Using the factor scores
from the first principal components as weights, a dependent variable can then be constructed for
each household, which has a zero-mean and variance equal to one. It is this dependent variable
that can be regarded as households’ food nutrition index. Accordingly, our dependent variable
(PCA-based household food intake index) was generated. The variables selected for constructing
the food index were the 12 food categories stated in the questionnaire which were coded as 1 if
yes and 0 otherwise. These major food were grouped according to the FAO cereals, fish and sea
food, root and tubers, pulses/legumes/nuts, vegetables, milk and milk products, fruits, oil/fats,
meat, poultry and offal, sugar/honey eggs, miscellaneous. In order to provide a simple measure
of the aggregation of the food component into food index (which on STATA was done with the
command, pca , cereals, fish and sea food, root and tubers etc after which the command Predict
food index was used and the index was computed as follows:
𝐹𝑂𝑂𝐷 𝑖𝑛𝑑𝑒𝑥 = ∅ᵢ + 𝛽ᵢ ∑

𝑁ᵢᵣ + 𝑧ᵥ … … … … … … … … … … … … … … … … … … … … … … … … … … … … … … … . (1)

Where food index is the Composite food Index, ∅ᵢ , 𝛽ᵢ represents that parameters to be estimated.
However, 𝑁ᵢᵣ represents the vector of independent variables coded as cereals (yes=1,0
otherwise), fish and sea food (yes=1,0 otherwise) , root and tubers (yes=1,0 otherwise),
pulses/legumes/nuts (yes=1,0 otherwise) , vegetables (yes=1,0 otherwise) , milk and milk
products (yes=1,0 otherwise), fruits (yes=1,0 otherwise), oil/fats (yes=1,0 otherwise), meat
(yes=1,0 otherwise), poultry and offal (yes=1,0 otherwise) , sugar/honey eggs (yes=1,0
otherwise) , miscellaneous (yes=1, 0 otherwise) and 𝑧ᵥ represents the error term. Using the index
generated by PCA as the dependent variable, the Ordinary Least Square regression model was
estimated as follows: Ordinary Least Square regression model was employed for the composite
indices of food intakes and its Correlates i.e proxy for food intake. The Ordinary Least Square
regression

model

is

stated

as:

Y = f ( X1, X2, X3, X4, X5, X6 … … X10, ei ) … … … … … … … … … … … … … … … … … … … … … … … … … … … … … . (2)

“Y” is the generated food index of respondents while the independent variables “X’s” included
were educational status of the head (number of educational years (continuous); type of
agriculture practiced (1= crop planting/forestry,0=Otherwise); household heads’ age (number of
years (continuous); tribe of the head (1=Yoruba,0=otherwise); working class number (The total
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number productive population within the households (continuous); total cost of feeding total
value in Naira (continuous); total revenue (total value in Naira (continuous); net returns total
value in Naira (continuous); households’ dependency ratio the ratio of the dependent population
to the total productive population within the households (continuous); possession of means of
transport (dummy, 1 if yes , 0 if otherwise ); financial source (dummy,1 personal savings, 0
otherwise ); households’ water purity (self-rated) (1 =Yes, 0= otherwise); households other
source of income (dummy, 1 if yes , 0 if otherwise); total health cost (total value in Naira
(continuous) and yield (in kilogram per hectares (continuous) while “ei” represents the error
term.
3.2b

Determinants of Hunger Severity Indices

The variables selected for constructing the hunger severity index were the 7 coping options
categories (sales of assets, borrowing, drawing savings, reduction of production, adjustment of
food intake, remittance and scavenging) highlighted in the questionnaire and described below.
The variables selected for constructing the food index were coded as 1 if yes and 0 otherwise, In
order to provide a simple measure of the aggregation of these coping mechanism into Hunger
severity index (which on STATA was done with the command, pca sales of assets, borrowing,
drawing savings, reduction of production, adjustment of food intake, remittance and scavenging,
after which the command Predict food index was used. The index was computed as follows:
Where hunger index is the Composite food Index, 𝐷ᵢ and 𝛽ᵢ represents the parameters to be
estimated. However, 𝑋ᵢᵣ represents the vector of independent variables coded as sales of assets
(yes=1,0 otherwise), borrowing (yes=1,0 otherwise),drawing savings (yes=1,0 otherwise),
reduction of production (yes=1,0 otherwise), adjustment of food intake (yes=1,0 otherwise),
remittance (yes=1,0 otherwise) and scavenging (yes=1,0 otherwise) and 𝑧₀ represents the error
term. Using the index generated by PCA as the dependent variable, the Ordinary Least Square
regression

model

was

estimated

as

follows:

Z = f ( X1, X2, X3, X4, X5, X6 … … X12, qi ) … … … … … … … … … … … … … … … … … … … … … … … … … … … … … … (4)
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“Z” is the generated food index of respondents while the independent variables “X’s” included
were gender of the households head (dummy;1 if head is male,0 if female) ; marital status of the
head (dummy;1 if married,0 otherwise); number of households working class (number of
members (continuous); household heads’ age (number of years (continuous); tribe of the head
(1= Yoruba ,0 = others); year of education of the head (number of educational years
(continuous); alcoholism habit (dummy, 1 if yes, 0 if otherwise); existence of environmental
problem (dummy, 1 if yes, 0 if otherwise); total cost of health (total value in Naira (continuous);
total farm revenue (total value in Naira (continuous); households water purity (self-rated)
(dummy, 1 if yes, 0 if otherwise); farming experience (years of farming); eating outside family
food plan (dummy, 1 if yes, 0 if otherwise); knowledge of nutrition (dummy, 1 if yes, 0 if
otherwise) while “qi” represents the error term.

4.
4.1.

Result and Discussion

Socio-Economic Characteristics of the Respondents

Several socio-economic indicators affect household’s food intake and hunger . The pertinent
explanatory variables in these analysis are presented in Table 1,2 and 3. These explanatory
variables were developed, based on previous food intake and hunger severity literature (Garrett
and Ruel 1999; Hall et al., 2012; Regmi and Paudel, 2017). Respondents were asked several
questions related to the socio-economic make up of their households, including gender of
household head, (a dummy variable: 1 = male and 0 = female), age of household head (in years),
and the number of household members with secondary education or higher. Table 1 shows that
the average age of the respondents in the study was 53 years with a standard deviation of 11.44.
This shows that the household heads were ageing which is in line with the findings of (ElloMartin et al., 2007; Lee, 2010; Miller, 2014 and Ganiyu and Omotayo, 2016).
In addition, the mean household size of 6.21 (this could be interpreted as 7 since we are dealing
with human beings). Although, large household size could be said to be based on a personal view
of interest as an increase in households size increases expenditure and this, in turn, decreases
farmers’ income (Ali and Ahmad, 2013). Large household size could lead to correspondingly
poor food intake and health in the study area. Also, FAO (2014), opined that larger household
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size exacerbates poverty levels. Gender result further reveals that 81.19% of the respondents
were male. This finding is in line with the belief that rural households’ head is predominantly
male oriented. The marital status configuration of the study indicates that 74.52% of the
respondent were married, this

can positively influence households’ nutrition,and hence

agricultural outcomes as the wife(s) and children will help in cooking activities thereby
enhancing the farmer's devotion to his farming activities. The family member, the wife and the
children can also join and assist on farm, thereby serving as a good source of labour. This
confirms earlier findings by various researchers (Titus et al, 2015).
Furthermore,the mean years of education of

9.2 years was derived in the study. This by

implication implies that higher number of educational years could have a positive influence on
the ability of the rural dwellers to know their nutrition composition of food and the need for
diversity (Contento, 2007; Godfray et al, 2010). Finally, the distribution of respondents
according to credit accessibility as shown below indicates that most of the respondents, 54.05%
were without access to credit. This shows that larger percentage of the respondents are still credit
constrained and they might have to continue to plough their limited capital year after year hence,
a low output which will invariably affect their farming returns and nutrition status.
(Table 2)

4.2.

Food intake of Respondents

The distribution of respondents by the source of food in Table 2 shows the breakdown of various
food components in the 12 food group eaten by the respondents in the study area. The Table
shows that cereal, 78.81% and fat and oil 93.81% were the most consumed food within the 24
hours recall period of data collection as recommended by the (FAO, 2013).
(Table 2)

4.3.

Respondents by Food Source

Table 3 shows that 37.86% of the farming households’ usually obtain food from their self-farm.
Other food sources identified in the study were the purchase of food, borrowing, food aid and
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other sources. The fact that majority of the respondents eat from their self-farm across the
selected states suggests that the rural dwellers are majorly small scale farmers with low
agricultural output and returns. In addition, the distribution of respondents by the source of food
across selected states is represented in Table 3, the result shows that 37.86% of the farming
households’ obtain food from their self-farm. Other food sources identified in the study were the
purchase of food, borrowing, food aid and other sources. The fact that majority of the
respondents eat from their self-farm across the selected states suggests that the South-west
farmers are majorly small scale farmer with low agricultural output and returns.
(Tables 3)
Table 3 further shows the respondents’ distribution according to daily food intake. A larger
percentage of the farming households i.e. 40.95% eat twice daily. This could be because of the
respondents are rural dwellers that lack adequate nutritional knowledge and or as result of their
poor status decides to eat twice as a coping strategy, even the 2 meals eaten per day most likely
lacks the appropriate nutritional contents. Poor food intake is a key factor that could lead to
malnourished status (Nieuwenhuizen et al., 2010). Table 3 also shows the dietary diversity scores
of the respondents. Households’ dietary diversity score (HDDS) was based on 12 food groups as
earlier mentioned .The mean score recorded was 4.87 as against the mean cut-off point of 6. This
therefore indicates an inadequate household dietary diversity score (HDDS) in the rural
communities. This is in line with existing literature. It has been shown in previous studies that
increase in dietary diversity (food intake) is connected with households’ food security status (i.e.
households’ energy availability) and socio-economic status (World Health Organization (WHO,
2000). More so, poor food intake may be as a result of lack of nutritional knowledge, cultural
background and belief as most farmers in this part of Nigeria eat more of monotonous meals
principally carbohydrate class than diversified diets needed for proper body nourishment. Poor
dietary intake may be a contributing factor to malnutrition (Govender, 2016).
Finally, the respondents coping mechanism for food shortage explains that large percentage
(34.76%) of the farming households adopt adjustment of food intake whenever they run out of
food in their respective households. This signifies the presence of poverty in the study area as
these respondents do not have enough to save during on-season while others resolve to coping
63

Abiodun Olusola Omotayo
Correlates of Hunger Severity and Food Intake among Rural Households in Nigeria: Facing the Key Challenges of
the 21st Century

actions such as sales of asset, reduction of production inputs, remittances, scavenging. Therefore,
to wrestle poverty, developing countries need good/sound health and sustainable agriculture
since scanty output by farming households due to illness affects their return and further deepens
their poverty level in all its dimensions i.e. poverty incidence, depth and severity (White,
2012;Omotayo 2016).

4.4

Estimates of the Correlates of the Farming Household’s Hunger

Severity Index
This section estimated the determinants of the farming households’ severity of hunger in Nigeria
using ordinary least square regression. High level of tolerance computed for the variables
indicates that there was absence of serious multicollinearity in the analysis. In order to avoid
inconsistency and biasness from the estimated parameters, the study subjected the variables to
multicollinearity test using Collin command in STATA 13. Test for multicollinearity among the
variables was carried out with variance inflation factor (VIF), the mean VIF of 1.15 was derived
as indicated in Table 4. Since some of the variables included to capture the respondent
demographic characteristics showed statistical significance, the null hypothesis is therefore
rejected. Following the procedure earlier described, Principal Component Analysis was
employed to construct the severity of hunger index at the farming households’ level. Also, the
Breusch-Pagan/Cook-Weisberg test for heteroscedasticity was carried out after the regression
and none of the degree of freedom for chi-squared test was significant so, the null hypothesis of
heteroscedasticity is accepted. If it had been found heteroscedastic, there could have been need to
estimate the robustness of the standard error.
Table 5 shows that five out of the fourteen variables in the analysis were significant. The
variables that significantly affect the households’ nutrition were household heads’ age (p<0.10),
tribe of the head (p<0.10), year of education of the head (p<0.01), alcoholic habit (p<0.10),
households water purity (p<0.01).While other variables such as gender of the households head,
marital status of the head, ratio of the households working class, existence of environmental
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problem, total cost of health, total farm revenue, farming experience, eating outside family food
plan, knowledge of nutrition were statistically insignificant (p>0.10).Table 5 shows that the
parameter of the farming household heads’ age was positive (0.0113) and significant (p<0.10)
.This implies that if the household heads’ age increases by one year, hunger severity index would
increase by 0.0113 unit. This could imply that older age of the farming households head translate
into reduced productive capacity hence, reduced income and increased severity of hunger. Good
nutrition and avoidance of hunger contribute significantly to the health and wellbeing of older
individuals, and to their ability to recover from illness (Forster and Gariballa, 2005; Hall et al.
2012).
(Table 4)
In addition, the parameter of the farming households’ tribe was positive (0.4723) and significant
(p<0.10). This indicates that there is positive and direct relationship between being from Yoruba
tribe of Nigeria and having good nutrition status (hunger severity index). This could be due to
the fact that the region of the nation still remains a considerably educated region where an
average household have basic knowledge of food and nutrition, this is in line with Myers and
Painter (2017). On the other hand, the coefficient of respondents year(s) of education was
negative (-0.0414) and significant (p<0.01) in the model. It implies that if the households’ heads
educational level increases by one year, hunger severity index would decrease by -0.0414.
However, this study does not posit in any way to downplay the importance of education in
nutrition and health for evidence abound in the literature on the positive role education play in
nutrition and health status and ability to attract higher income all over the world (Acker and
Gasperini, 2009).
Furthermore, the dummy parameter of respondents, alcoholic habit was positive (0.8009) and
significant (p<0.10) with their hunger severity level. This implies that a unit increase in alcoholic
consumption by the farming households would lead to 0.8009 unit increase in their hunger
severity level. This is expected, as literature affirms that alcoholics often eat poorly, limiting
their supply of essential nutrients and affecting both energy supply and structure maintenance
thereby being unfit for economic activities that could bring in income hence hunger
consequence. Furthermore, alcohol interferes with the nutritional process by affecting digestion,
storage, utilization, and excretion of nutrients of the farming households (Leiber, 1988).
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Expectedly, the farming households’ parameter of self-rated water purity level captured in its
dummy form was positive (0.3406) and significant (p<0.01).This indicates that the farming
households who drink/use pure water for consumption and other activities have higher likelihood
of having good nutritional status and less hunger severity in the study area.
(Table 5)

4.5

Estimates of the Composite Diversity Indices of Food Intake and its

Correlates
Following the procedure earlier described (See 3.2a), Principal Component Analysis (PCA) was
employed to construct food intake index at the farming household level. Previous study by
Demeke et al. (2011), used five variables as indicators. Accordingly, as described in the previous
section, this approach is justified because cereals, fish and sea food, root and tubers,
pulses/legumes/nuts, vegetables, milk and milk products, fruits, oil/fats, meat, poultry and offal,
sugar/honey eggs, miscellaneous food consumed are all the food groups belonging to the key
classes of food needed for proper nutrition (FAO et al. 2011; ACF International (2010). The 12
food groups were used to compute the food diversity index variable which was the dependent
variable in the Ordinary Least Square regression (OLS). Breusch-Pagan/Cook-Weisberg test for
heteroscedasticity was carried out after regression and none of the degree of freedom for chisquared test was significant. The null hypothesis of homoscedasticity was accepted .If it had
been found heteroscedastic, there could have been need to estimate the robustness of the standard
error.
In addition, in order to avoid inconsistency and biasness from the estimated parameters, the
study subjected the variables to multicollinearity test using Collin command in STATA 13. Table
6 shows the test for multicollinearity among the variables, this was carried out with variance
inflation factor (VIF), and the mean VIF was 1.10. Also, high level of tolerance computed for the
variables indicates that there was absence of serious multicollinearity in the analysis. Obviously,
since some of the variables that captured the socioeconomic characteristics of the respondents
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showed statistical significance. This implies that the null hypothesis should be rejected. Table 7
shows the estimated parameters for the determinants of rural households’ food intake in Nigeria
using ordinary least square regression. Among the variables included in the analysis, type of
agriculture practiced, working class number, net returns, households dependency ratio,
possession of means of transportation, households’ other source(s) of income, farm yield have
significant positive or negative influence on households’ food intake captured as their food
index.
Type of agricultural practice being engaged by the rural households was statistically significant
(p<0.10) with a negative coefficient (-0.23721).This implies that there is indirect relationship
between the agricultural households and their composite food diversity level in the study area. It
means that those farmers that were growing crops had their composite food diversity indices
being reduced by 0.23731, when compared with other farmers. This might be due to the small
scale nature of cropping activities in the study area which leads to little returns to the crop
planting households. Similarly, the parameter of the number of the working class among the
household members is statistically significant (p<0.05) with positive sign (0.12848). This implies
that as the number of working class members in a household increases, the composite diversity
indices of food intake increased. This is expected because increase in the number of working
members in a household would lead to increase in family income which would as well possibly
influence food intake and its diversity. Similarly, the coefficient of household heads’ net
return/profit was statistically significant (p<0.10) with a positive coefficient (0.23528). This
indicates that respondents’ net return have a strong positive relationship with their food diversity
index. This is expected as households’ are more likely to spend more money on food when they
have better profit from their farming business. Kant and Graubard (2013), observed that both
households’ income and education contribute to differences in food intake patterns of low and
high socio–economic status households.
In the same vein, the dependency ratio parameter (captured as the ratio of the dependent
population to the total productive population within the households) of the farming households
have a significant (p<0.05) and positive (0.36500) effect on their composite food diversity. This
indicates that if the farming households’ dependency ratio increases by one individual,
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composite food diversity would increase by 0.36500 unit. This is in line with the a priori
knowledge as households’ dependency ratio is supposed to affect their food intake level. A
farming household with lower number of dependants will possibly have more access to more
diversified food for consumption when compared with their counterparts in this same small scale
farming adventure and with a larger dependants in the study area (Ndobo and Sekhampu,
(2013); Aidoo et al. (2013). As expected, the parameter of assets possession captured with a
possession of means of transportation (captured as 1 if yes and 0 otherwise) was positive
(0.45974) and significant (p<0.05). This implies that farming households that possesses asset(s)
like bicycle or vehicle have better possibility of increasing their composite food diversity index.
This is expected as possession of vehicle or bicycle (asset) indicates a better welfare of the
farming households which might invariably reflect in improved food intake as against their
counterparts without such assets. Moreover, assets possession is one of the major means of
wealth accumulation in rural areas (Babatunde et al. 2011; Beyene and Muche, 2010).
Contrary to expectation, the parameter household head’s possession of other source (s) of income
had a negative (-0.25169) and significant coefficient (p<0.10). This indicates that access to other
source(s) of income aside their farming enterprise’s revenue reduced households’ composite
food diversity index. This is not expected as non-farm enterprise has been confirmed in literature
as good support for farming enterprise (Omotayo, 2016). In addition, the parameter of the
farming households yield (Captured as in Kilograms per hectares) was positive (0.0000) and
significant (p<0.10) as expected. This means that farming households’ food intake is a function
of their farm yield. This indicates that the higher the households farm yield, the better their food
intake level. This could be due to the fact that increase in farm yield leads to increase in the
farming households’ access to food and revenue which could invariably enhance the farming
households’ propensity to consume.
(Table 6)
(Table 7)
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5. Conclusion
Poor food intake, malnutrition, and hunger are major problems of many rural households of
developing nations. In Nigeria, these trio-threats constitute physical and economic problem by
eating deeply into the financial base of the victims. This study, therefore, evaluated the hunger
severity and food intake among rural households in Nigeria. The finding of the study concludes
that farmers in the study are geing; this is evidenced in the mean age of 53 years. Also, a large
households’ size was recorded in the research as the study recorded average of 7 in the study
area, large household size could lead to corresponding hunger, poor food intake and nutrition in
the study area. Furthermore, the mean years of education was 9.2 years ,a higher number of years
of education could have a positive influence on the ability of the farmers to know their nutrition
composition of food and the need for food intake diversity. It can also enhance their knowledge
of the association between food intake and nutrition.
The findings of this research emphasized the significance of educational attainment and large
households’ size as a contributor to farming households and nutrition in the study area. There is a
serious need to enhance the knowledge/education of these rural dwellers on food intake diversity
and nutrition issues. Family planning technique in relation to achieving a sustainable agricultural
system through extension officers was identified due to the recorded family size in the study
area. Rural households’ possession of asset such as bicycle, vehicle and livestock were
repeatedly significant to food intake and nutrition in the models. This indicates that rural
households in Nigeria need financial support, in form of loan for their farming enterprise so that
they can make better revenue and profit in order to possess assets since assets possession is an
indicator of good welfare.
In addition, respondent water source was identified to be relevant to their health, this call for the
need for the households’ to be careful of the water they take while there is also need for good
water sources in the study area. Finally, it was concluded that hunger severity among the
ruralites was high and low diversity of food intakes was a major problem in the study. Farming
household’s capability to endure shocks like food insecurity was greatly determined by their
respective asset portfolio such as financial, physical and human assets which are intangible. Food
intake and nutrition of rural food households, therefore, must be seen as both consumption and
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investments assets. Based on the findings of this study, the general conclusion is that hunger and
poor nutrition are prevalent rural households of Nigeria. The findings further stressed the need
for the government of the day to enhance the wellbeing of the rural households through capacity
development and skill building programs.

6. Policy Recommendation
These results can serve as inputs for the development of evidence-based policy interventions to
promote rural households food-nutrition, particularly in the rural areas of Nigeria, putting the
rural households “the principal operators” perceptions and needs into account. The evidence of
agricultural households’ vulnerability to poor food intake and nutrition

was articulated

previously in spite of the existing Nigerian national agricultural policies, signifies the importance
of formulating at least workable region-specific policy strategies in order to achieve this national
aim. This endeavor could invariably guarantee the appropriateness and more effectiveness of
interventions which will steer up the support and uptake by the local stakeholders (such as the
rural communities, rural households, agricultural extension expert, and Non-Governmental
Organization etc). Based on the outcomes of this study, the following policy implication, and
recommendations are made:
(1)

Rural households’ were found to be ageing. The government of the day should

encourage the young stars by implementing policies that will make agriculture more lucrative so
that the ageing rural farmers can be replaced by the youths who are presently migrating to the
urban areas.
(2)

Education attainment is a key significant variable as it was emphasized in this study. It

contributes to farming households’ food intake and nutrition status. It is therefore suggested that
school enrolment should be encouraged and standard of education should be enhanced by the
government of the day through extension agencies so that the rural dwellers will be
knowledgeable about the importance of various food components and nutrition as well as their
implication on the sustainable agricultural system.
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(3)

Elimination of extreme hunger and poverty through enhancing agricultural productivity,

credit and capital investment are identified to enhance farming activities in rural, Nigeria. The
government should, therefore, provide standard loan acquisition systems, to facilitate access to
credit.
(4)

The Large household size was also identified among the rural households in the study.

There should be a proper orientation of rural households on family planning methods.
(6)

Food intake is an important pillar of food security. The rural households’ should be

enlightened on the various food classes and the need for a balanced diet. The various government
administrators should mobilize nutritionists and trained agricultural extension officers to educate
the rural household on the need to eat adequate meals.
(7)

Extreme hunger and poor nutrition was prevalent among the rural households in this

study. There should also be more serious interventions by the government of consistent
mobilization of resources, formulation, and implementation of holistic policies and programmes
that will help out.
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Abstract
The paper is devoted to fundamental issues concerning the ideology of the future social
progress. Its implementation has available in the first place basing on the recognized framework
concept of sustainable development (SD). At the same time, this concept requires serious improvement. A realistic design of institutional changes in connection with resource and organizational/behavioral changes needed for SD is called for to realize in the line of overall social system transformation. Its adequate understanding presupposes an exhaustive study of interconnected transformations in the main social fields as system processes taking into account the influence of relatively exogenous factors (technological, demographic and climate changes).
According to the author's argument, the sustainable reproduction of the economy of a
mature post-industrial type, including the green sectors, implies its stable and quiet growth, although the rapid growth of individual markets, especially innovative ones, may take place. Also,
without any alternative, the formation at the global level of a multipolar political order when
approving the international legal regime. At the same time, national elites will significantly replenish due to represents of high management in the innovative and high-tech sectors, while the
presence of leaders of financial and trade capital will reduce. In addition, sustainable social system transformation characterizes by the equitable distribution of wealth in its broad sense (including the consumption of natural and cultural goods, education) among all people’s generations accompanied by constant increase in the quality of life, the improvement of the status pyramid and the strengthening of solidarity.
To sum up: sustainable overall social transformation in its main interconnected areas
looks like an indispensable attribute of the future human progress.
Key words: sustainable development, social system, system transformation, adaptation to
technologies.
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The great desire, as if to counterbalance the unfavorable conjuncture of this day's world
development, concludes to present the prospect of a positive global future, albeit achievable
through overcoming difficult obstacles. Let us at least partially expose this idea.

1. A conceptual vision of overall social progress
Until recently, world development in the present post crisis decade has characterized by a
lack of significant technological and institutional progress. In the current period, the growth of
capital in conventional markets is the most significant factor of economic development in almost
all developed countries. Macro effect of growth of existing high-tech and knowledge-intensive
capital and, in particular, investments in information technology of today's generation actually
reached saturation for a long time ago. In general, an almost gloomy picture of the stagnation of
technological and institutional progress has taken place, judging, at least, from the dynamics of
indicators recognized at the international level - total or multi-factor productivity. In fact, the inertial trend of economic development unambiguously prevails.
The phenomenon of the world migration tide, which exceeded 3% of the total population
of the planet, is still stunning. Fundamentally it is due to the gap between consumer and cultural
demands and the opportunities for their satisfaction of citizens of poor and, especially, of crisis
countries. Visiting many countries one can see an excessive influx of migrants in relation to the
needs of the national economy, given the downswing in economic globalization. The disproportion between the ever-expanding wave of world migration, on the one hand, and the slow growth
of global and multi-regional markets, along with stagnation and even a decline in the scope of
foreign direct investment, on the other, is becoming ever more threatening.
Under such circumstances, the second advent of neoconservative capitalism, oriented to
the maximum turnover and profitability of national private capital in traditional, non-hightechnology and non-science-intensive sectors, seems quite understandable. In turn, the implementation of these goals well combines with economic nationalism creating the conditions for
the maximum competitiveness of producers in respective countries.
By all accounts, the American mono hegemony has irretrievably gone to the past. However, we can ascertain, in the geopolitical space the factor of force, which determines the disgust
anomalies at the interstate level, is definitely prevailing. Consequently, the pessimistic expectations of the unconditional transformation of the factor of power into the dominant in international relations and the complete restoration of the hegemonic duopoly including the United States
and its closest allies, on the one hand, and China-Russia, on the other, are understandable. Then
there will be a split of the world, in the institutional sense more profound in comparison with the
era of confrontation between the Western and Socialist blocs in 1960-1980.
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Without exaggeration, the world community and the majority of its members - sovereign
countries - face a choice of urgent and fully realistic long-term solutions that allow them to concentrate their efforts on overcoming the arisen barriers to progress. To justify these decisions, it
is necessary to take into account a whole series of processes of economic and other social changes associated with fundamental, not short-term structural shifts - technological, resource, organizational and, of course, institutional.
In view of what has been said, it seems reasonable to refer to the theory of social system
transformation, relying on recognized outstanding contributions [Polany 1944, Parsons 1962,
Giddens 1984, Luhnman 1995]. In accordance with this theory the research paradigm, concluding in the treatment of the development of the social system as a transformation of its multidimensional structure, is legitimate. This approach assumes an integrative representation of the
significant components of the development vector of a particular society as a social system in a
real time-space dimension.
Transformation of the social system in its traditional (narrow) understanding encompasses the main fields of social action, economic, political and societal (status), characterized by
the existence of a defined institutional design and resource provision. At the same time, it is necessary to take into account that social changes in institutionally structured fields have inevitably
accompanied in large degree by non-institutionalized processes of technological, demographic
and climate changes.
Thus, social system transformation occurs in a result of the interaction of endogenous institutional/resource shifts. As well as a variety of exogenous processes. Such as the invention of
fundamentally new technologies, the change of cycles of solar activity, etc.
The initial premise of the system transformation concept of progress development lies in
the permanent change of production, personal and social needs, based on achievable new resource, institutional and technological capabilities, expected demographic and climatic changes
[Martynov 2016]. These requirements, in turn, predetermine the multi sector vector of potential
economic output and the vectors of long-term shifts needed in other fields of social action. They
are the objective guidelines for the fundamental development of the social macros as an integral
system, in the direction of which, under the necessary conditions, the desired transformational
transformations can occur in accordance with the criterions of progress. At first place the criteria
for improving well-being in its broadest sense, taking into account the state of the human environment. In accordance with the internationally recognized position, the integrative welfare of
the society has reflected in the indices of the quality of life and human development as so as in
the happiness indices, evaluation and country comparison of which has become widespread.
Without resorting to obvious mathematical proofs, one can assert. Grounded on the wellknown criteria of optimal inter-temporal ratio of costs and results, the transformation of social
macros as a system on a stable and plausible long-term trajectory is preferable. Its immanent fea79
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ture is not a spasmodic, but a steadily consistent movement to the achievable transformation
boundaries, based on the identified opportunities.
Thus, in order to justify the concept of future social progress, it is logical to call for a
universal idea of integrative sustainable development, moreover, as applied to the system (precisely system!) transformation of the whole society. Following this approach, an inalienable feature of the desired development of society as an all-encompassing social system refers to a sustainable transformation. It expresses in the reproduction of the promising development vectors of
the overall social system, which, according to the recognized criterions, believed to be sustainability acceptable.
Judging by the harsh contemporary realities, with respect to the national interests of individual countries the imperative of sustainability has most clearly manifested in the guarantee of
maintaining an acceptable quality of life and well-being levels. This is attainable through the interaction of all public forces, including corporate and other businesses. Nevertheless, the main
responsibility in the constant ensuring the sustainability of the national development results put
unequivocally on the state.
This role of the state as a guarantor of sustainable development is definitely incompatible
with neo-liberalism, as well as with the neo-conservative capitalist doctrine. The same concerns
the ideology of modern corporatism. The effect of charitable activities, called socially responsible, of large corporations is inevitably limited.
It makes sense to clarify. The desired transformation of society is not fully exhausted by
the processes of sustainable change. It can include processes of more progressive changes that
act as the results of initiative decisions of purely market agents and social entrepreneurs under
the condition that sustainable development trajectories prevail in the main fields of social actions.
Undoubtedly, the indicated initial approach to the design of future social progress should
be based on the framework concept of sustainable development (SD), long ago recognized by the
international community [Enders and Remig 2015]. Its latest version has presented in the official
memorandum "Transformation of our world: An Agenda for Sustainable Development for 2030"
or simply an Agenda adopted at a special UN summit in September 2015. The Agenda addresses
equally to the developed, post-developing and developing countries.
As is known, the UN framework concept of SD is integrative. Achieving the set goals in
principle supposes to be equally priority and interdependent within the 15-year perspective
(2016-2030).
The fundamental innovation concludes in the statement of the imperative to create effective institutions at all levels, recorded in Agenda Goal 16. Almost decisive for successful integrative SD, according to the adepts of the renewed concept, acquires the phenomenon of the spread
of inclusive institutions [Global Sustainable 2016]. These institutions, mostly based on the prin80
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ciples of universality and non-discrimination, provide equal rights and opportunities for producers and consumers, as well as access to all resources and services. They are confronted by exclusive institutions that ensure the withdrawal of resources in favor of groups that have economic
and political power at the expense of the rest of society [Acemogly at all 2015].
As stressed in the Memorandum of the G-20 Summit in China [G20 Action Plan 2016],
the necessary step concludes in approving a suitable institutional environment for inclusive nondependent business including social entrepreneurship. Exactly the inclusive business is called
upon to play a key role in implementing the imperatives of future sustainable development.
At the same time, according to many researchers (the author among them), the current
concept of SD is selectively segmental and in fact far from the system one. It mainly focuses on
environmental and humanitarian issues, the conservation of natural resources and the use of reproducible resources, overcoming the consequences of climate degradation, improving the efficiency of individual institutions. Opposite to it, the problems of fundamental institutional reforms and adaptation to fundamental technological changes have been only fixed using previous
traditional formulations. Namely from the resolution of these problems, the possibility of achieving sustainable acceptable production, consumption and employment trajectories depends to the
greatest extent, as well as achieving purely ecological, climate and humanitarian targets.
In our opinion, the treatment of inclusive institutions, represented by the adherents of the
framework concept, also needs a serious adjustment. It should be borne in mind that not all effective institutions needed for sustainable development are inclusive; moreover, not all can be
incorporated into the framework of contractual relations. What has been said above primarily
concerns the institutions of public regulation. Many of them, in principle, are not inclusive, such
as progressive taxation rules. Also, key institutions that function in corporate and other limited
competition markets, a number of informal political institutions and, to a large extent, informal
social norms conditioned by the specifics of national development are definitely not inclusive.
Even more significantly, the describing concept in question is not essentially a transformational one in the institutional projection. The desired patterns of inclusive institutions as if
have a priori fixed, although their development supposes largely due to a purposeful policy of
the state on different fields of social action.
Proceeding from the above argumentation, the realistic design of institutional changes in
connection with resource and organizational-behavioral changes needed for sustainable development is called to base on an exhaustive view of transformations in the main social fields. In
line with the overall social system transformation, the time-space positioning of institutional and
resource changes taking into account the influence of institutional/resource changes on the "adjacent" fields of social actions and relatively exogenous factors (technological, demographic and
climate changes). As a result, an adequate reflection of the integrative transformation of the entire vector of parameters of the social system becomes possible, proceeding from the imperatives
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of sustainable development. Besides, it worth noting, the attainment of ecological improvements
and relative climate stabilization depends on an assumed integrative consequence of transformational shifts in all areas of social activity.
Apparently, the main two criteria signs of sustainable social system transformation at the
national, regional and global levels can formulate in the following way. First, the formation of
stable long-term trajectories of the main resource for the future, reflecting the entire set of environmental, special humanitarian and other parameters of sustainable development. Second, reliable adaptation to the expected technological, demographic and climate changes insofar as they
act as exogenous factors with respect to the transformation of the entire social system and its
main components.
At the same time, one cannot fail to take into account the existence of a huge number of
processes of non-stable changes, bearing in mind at least cyclical fluctuations of the market situation, the impact of technological shocks, sporadic political perturbations and social conflicts.
They can be count-progressive and have a very significant impact on economic, political and societal fundamental changes, leading to a violation of the conditions for a stable system transformation. Therefore, apparently, the problem of neutralizing such influence in the future will be
central to the design of directly long-term strategic solutions and mechanisms for overcoming
emerging risks [Transformation towards 2018].
Constructive position concludes in achieving a stable progressive world development at
the main social fields as an inalienable condition for the appropriate transition to the trajectory of
global sustainable progress. This position on the official level actually shares by a significant
number, if not majority of the countries in the existing world community. They include almost
all countries of continental Europe, China, Japan and Canada, many post developing and developing countries.
Of course, one cannot ignore the fact that the turn to global sustainable progress has become questionable because of the second advent of neoconservative capitalism in the United
States. His provisional statement definitely took place. However, according to widely popular
belief, in the long term the result of the aggressive course pursued by the US administration will
be negative just at the national level. After the exhaustion of the stimulating effect of reducing
business taxes and short-term protectionist benefits, a phase of a prolonged recession will take
place, taking into account the effect of cyclical factors. As a result, the neoconservative economic and political course, which has a depressingly regressive impact on world development, will
come to naught.
And we can hope that soon enough the joint efforts of progressive-led governments of
developed and other countries to stabilize the climate, predetermined by the Paris Agreement of
2016, and the improvement of the environment will be crowned with considerable success. Then
there will probably be a real world recognition of environmental and other imperatives of sus82
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tainable development, ultimately affecting the whole world. A logical consequence of such a
global ideological shift will be the perception of choosing the further national development path
along the line of a sustainable social system transformation.
Let us try to imagine at least a sketch vision of the future sustainable overall social system transformation along its three main directions - economic, political and societal.

2. Sustainable economic system transformation
The expected future changes in the early twenties will lead to a rethinking of the understanding of sustainable economic development as an uninterrupted time-space transformational
process. The most significant contribution to the economic output is called upon to make cumulative technological and institutional progress. He acts as the main means of ensuring the longterm competitiveness of national economies, but not the aggressive protectionist policy following the current American model.
The unfolding of new industrialization opens the way for the maximum reduction in the
consumption of hydrocarbons and other renewable resources and their replacement by reproducible green technologies in the grandiose dissemination and the implementation of efficient infrastructure projects, specifically on environmental criteria. Consequently, the desired significant
effect of decoupling will achieve, when economic results grow much faster than consumption of
resources and the scale of their impact on the environment.
Apparently, on a global scale, there will be a long-awaited structural shift towards the
prevalence of innovative and high-tech economic sectors, where reproducible resources and energy efficient, waste-free and low-waste, technologies will use. In addition, we can expect the
establishment of a green economy in most of the world that meets the imperatives of environmental sustainability and climate improvement. Already there is a significant number of economically and environmentally effective "green" technologies ready for widespread use. This gives
grounds to hope for a gradual (just gradual!) elimination of the existing "brown economy". A
long-awaited consequence of a drastic reduction in the consumption of non-renewable resources
will be the conservation of biodiversity and the enhancement of natural capital based on the restoration of ecosystems and spread of new one.
At the same time, it is definitely unacceptable to simplify the problem of market adaptation to new technologies in the incoming future. As evidenced by numerous facts, the use of a
number of new technologies, including digital technologies, in principle does not meet the criterion of economic stability. Quite likely the shock effect of the development of individual markets, where these technologies implement. According to a number of researchers, the consequences of robotization and the use of technologies based on artificial intelligence will have a
very painful impact on labor markets.
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In the long term, there will be a long-term need for the creation of special regulatory
mechanisms. At first place, it implies the application directly in the market environment of new
social technologies, which are beginning to be developed.
The very important imperative of a sustainable system transformation in the future is the
maintenance of employment in the market and social sectors in full accordance with the Agenda.
The burning problem of reducing the relative proportion of able-bodied contingent in the population of developed countries due to its aging is likely to be resolved to a significant extent due to
the regulated influx of foreign labor on a strictly legal basis.
The future SD is also supposed a fair pay of labor including gender wage equality. If this
condition is fulfilled a desired reduction in the differentiation of income and personal/family
wealth will be achieved, as it follows from regional studies.
In the observed perspective the increase in the capital and incomes of innovators and
high-tech producers can happen to the greatest extent. Conversely, a relative reduction in the
capital of financial entities and rental incomes is desirable, accompanied by the elimination of
hypertrophied high-yielding components and broad niches for financial speculation. At the same
time, an essential condition concludes in maintaining financial balance with reference to individual national economies. Especially in the implementation of future long-term structural reforms
[G-20 Enhanced Structural 2016].
According to a number of forecasts, the current regime of a tight monetary stabilization
policy will probably also be needed. It should complement by neutralization of illegal / criminal
economic activity and anti-corruption course on a recognized legal basis.
At the global, multi-regional and national levels, the assertion as dominant precisely the
sustainable economic order is called for. It assumes an unhindered stable trade regime, as well as
stable regimes of the international movement of capital in its various forms and labor. Besides,
most importantly, acting on the base of coordinated application of global, regional and national
legislation. Certainly, it is not compatible with the former liberal (of course, only in words!) international economic order of the era of American hegemony, the return of which is still pinned
on by certain backstage circles.
It can be assumed that on the world stage, at least three competing groups of countries
will be comparable in market potential: 1) the United States and other countries with the prevailing capitalistic institutional order; 2) China, India, Russia and a number of other non-Western
countries; 3) the countries of continental Europe, apparently, in alliance with Japan and Canada.
At the same time, the role of regional economic unions, which includes other countries, will remain highly significant. In conditions of strong multilateral international competition there are
grounds to assume that most countries will act as equal rights members of the world economic
community. In turn, the establishment of such an equal right order will serve as a prerequisite for
further movement towards full-scale economic globalization.
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Of course, we should not doubt upon the need to maintain a positive world economic dynamics for the sake of the well-being of the entire human society, as recorded in the G-20 memorandums of recent years. At the same time, it makes sense to pay special attention to the weighty
arguments in favor of maintaining a relatively moderate rate of economic growth in the period of
the twenties.
The first argument is quite understandable: the priorities of sustainable development dictate the feasibility of qualitative improvement of most of the existing markets with their limited
resource growth. It becomes achievable as a result of a mutually complementary combination of
two processes: the introduction of new technologies that minimize the cost of resources, and the
widespread use of reproducible resources and the spreading of non-waste production in technologically "old" sectors.
The second no less significant argument: for the reproduction of the potential of the mature post-industrial economy, the maximum quantitative growth of new technologies and new
technology is not required. For example, the demand for new information digital technologies
and computers will be limited, at least in terms of the number of their customers. In addition to
this, one should take into account that, according to all forecasts, in the twenties the tendency of
relative cheapening of technology will increase (in terms of the ratio of selling prices and useful
effect).
Also in this perspective, probably, there will not be a need for a very rapid growth in the
physical volumes of buildings, structures and other objects of the infrastructure of the postindustrial sector. The compactness and ergonomics of most of the high-tech enterprises with the continuation of the trend of miniaturization of technological progress is a very weighty argument in
favor of this assumption.
As for personal and family welfare, the direction of the transformation of its structure in
the long term will most likely predetermine changes in rational consumer preferences. The value
of the quality of life in the environment conditions of the 21st century comes to the forefront. It
involves a rational personal consumption of resources that does not harm the environment, and
thus a rejection of wasteful consumption. Awareness of the uselessness of using for the sake of
prestigious reasons a lot of cars, suburban buildings for the construction of which a huge mass of
"brown" building materials is used, and other attributes of luxury life that are harmful to the environment, will become, perhaps, a fundamental feature of the future consumer ideology.
Finally, another weighty argument against the maximization of economic growth is due
to the expectation of further institutional improvement in the main domestic markets in nonWestern countries. According to all projections, in the considered perspective the rate of profit in
real sectors of their economies will decrease and will approach the existing level in Western
countries. It will first happen in China, then in other Asian giants and, ultimately, in most of the
rest post developing countries. The rapid growth of most commodity markets caused by oppor85
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tunistic and, especially, speculatively financial factors, will not be observed and, accordingly,
market participants will not have an interest in maximizing the accumulation of capital.
And, probably, it is necessary to put a dot over and. Sustainable reproduction of the future world economy of the post-industrial type in the twenties suggests its stable and calm, absolutely non-explosive growth. At the same time, the rapid growth of individual markets, especially innovative ones, will be quite real.
However, as if in the end of the economic theme it is appropriate to make an important
observation. Sustained favorable economic changes, objectively achievable in large part due to a
purposeful national or supranational economic policy, should not be interpreted as ideal or perfectionist processes. They serve as necessary conditions for the implementation in principle of
the most effective resource and institutional shifts initiated by the optimal initiative initiatives of
the market agents themselves in terms of the implementation of technological innovations and a
wide variety of investments, the use of productive capacity and qualified personnel.

3. Sustainable system transformation at the political field
Let us now dwell on the very fragmentally studied topic of sustainable transformation in
the political field. It involves not only internal political stability, which is usually considered as a
condition for maintaining the favorable economic development of certain countries.
Undoubtedly, the position in favor of the formation at the global level of a multipolar political order is incompatible with the hegemony of one country or group of countries, as well as
with a superpower duopoly (the United States and its closest allies, on the one hand, and China
and Russia, on the other). Such an anti-hegemonic order can become the basis for satisfying the
national interests of small countries.
It will be necessary to create flexible, time-mobile institutional mechanisms, including
organizational structures, ensuring international security. Besides an inalienable condition for
global political stability is the real acceptance of the international legal regime.
Institutions providing sustainable internal political transformation of individual countries
on the principles of democratization and competition are well known. According to national
studies, the effectiveness within the political institutions directly depends on the quality of administrative management at all its levels.
The positive impact of the formation of a sustainable economic order on transformation
in the political space will first manifest itself in the long-predicted shift. The political elite will
be mainly replenished by higher management in the innovative and high-tech corporate sectors,
as well as in the sectors of the new economy of reproducible resources, while reducing the presence of leaders of financial and trade capital.
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At the same time, it worth noting that the achievement of a sustainable trajectory of political transformation would not mean a general transition to a perfect regime of democratic governance in civil society in accordance with traditional ideas. Especially in relation to countries
that are not democratic in reality. Nevertheless, there will be grounds to hope for an irreversible
endorsement of parliamentary democracy in place of a populist, permanently primeval form of
presidential rule in this large group of countries.

4. Sustainable societal system transformation
Now let us turn to the extremely multifaceted problem of sustainable transformation on
the societal field. Its integrative criteria condition, following the recognized notions, considers
the fair distribution of wealth in its broad sense (including consumption of natural and cultural
goods, education) among all generations of citizens accompanied a constant improvement of
quality of life with reliable social balance.
This kind of transformation should be associated with gradual positive improvements in
the status pyramid especially non-deviating strengthening of the middle class positions. Then, in
the case of the parallel formation of a sustainable economic order, the composition of higher status groups (including the so-called transnational corporate class) will constantly update.
However, it is worth acknowledging that realistic design of improvements to the status
pyramid of society represents a very complex problem. To solve it, it would be necessary to assess the impact on the status pyramid transformation of economic and political institutional progress, as well as the impact of technological and other exogenous off-system changes.
Crucial value, as the practical experience suggests, will be the realization of the synergetic effect of mutually complementary decisions in different areas of social policy with the inherent participation of business and public independent organizations. Surely, the expected progress in the field of combating poverty and in the educational sphere is called to materialize in a
significant improvement of the natural environment. In turn, it is extremely important to achieve
the opposite effect of these improvements on the state of the entire national society. The favorable ecological conditions of life manifest as the weighty factors of the life stability in local communities and, consequently, of social stability in certain national borders, when the principle "to
live at home, rather than to seek abroad" triumphs.
Judging by today's experience, the stimulation of various forms of voluntary participation of citizens in public activity becomes critical. It prevents social exclusion of certain groups
of the population, in particular, the spread of youth drug addiction. Mass participation of migrants in the activities of public organizations is also of great importance, for which special educational and cultural programs are extremely necessary.
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Ultimately, the satisfaction of the growing intellectual, moral and spiritual demands of
citizens of modern countries presupposes a favorable cultural transformation while maintaining
the divergence of national (subnational) cultures. Social policy along the lines of a sustainable
system transformation should promote the orderly strengthening of the solidarity in society.
Then, despite possible problem demographic and migration trends, the much-desired tightening
of the integration of various national communities will be achievable.
It is also reasonable to count on the widest distribution of post-materialistic consciousness among representatives of educated and ensured strata of society. Their preferences will predetermine by values expressed in freedom of expression and quality of life. Post materialists put
personal entrepreneurial success and the accumulation of individual wealth along with professional achievements and long-term well-being within the human and natural environment. Besides, entrepreneurs who share this ideology will guide by the social recognition of their sustainably effective business.
However, it would be a mistake to succumb in short mind manner to the illusion of a
quite favorable social arrangement for the future. In the twenties, despite the likely spread of the
post-materialist worldview, there is every reason to expect an expansion of routine, completely
non-creative economic and other social activities in the conditions of using unoccupied digitalled technologies and robot technologies. A huge number, and possibly most of the employed,
will be concentrated in low-tech and medium-tech activities in the service sector. The threat of
preserving the non-creative needs in the life of these employers will become very significant.
Apparently, the way out to the decisive extent connects with the possibility of a radical
increase in employment, including the work of intellectual workers, in the social environmental
sector, where there will be a wide area for the use of new technological innovations as public
goods. This process is designed to become comprehensive, covering both the growing megacities
and ordinary cities, as well as the climatically challenging regions of the planet.

5. Optimistic conclusion
Sustainable overall social transformation in its main interconnected fields performs as an
indispensable attribute of future human progress. Despite the likely weightiest costs and significant counter actions, the need for transition to this type of social development looks unambiguous.
A purposefully maintained movement along the trajectories of a sustainable social system
transformation is by no means a path into a "bright future" in the spirit of communist ideology.
New burning problems will arise before the planetary community. Definitely implementation of
strategic plans of progressive development, at first place sustainable development, in the period
of the twenties will come across serious various obstacles - sources of risks. Suffice it to say
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about the threats of tech-gen disasters (the uprising of robots with artificial intelligence is no
longer exclusively a topic of fantasy literature), unexplored before epidemics and ethno-national
conflicts. However, these obstacles, if the ideology and practice of sustainable development has
established, will be overcome in an acceptable way without long crises and immense social damage, on the base of global, regional and national consensus.
In regards to individual countries, the substantiation of realistic feasible support for the
main areas of the sustainable social system transformation will be an important initial step towards the development of a national development strategy. Judging by international experience,
it is definitely expedient to fix the benchmarks of sustainable transformation and other transformations within the framework of the system development strategy embracing the whole society.
It calls for the identification of ways to achieve the future, which the majority of the national society desires and deserves (!).
Surely, it is worthwhile to remain realistic. Processes of deliberately unstable, accelerated
transformational changes are called upon to account within the certain directions of the national
development. For this purpose, special strategic approaches should approbate in practice.
The implementation of overall social transformation national strategies can provide the
positive impact on the current design practice and public monitoring of the selected SD targets
under the aegis of the UN [The Sustainable Development 2018, Global responsibilities 2018].
Due to the integration of these strategies, the possibilities of achieving these benchmarks in time
as well as in space can assess for different countries and at the global level.
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