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Introduction 

he coronavirus disease (COVID-19) was 

first reported in China as an infectious 

upper respiratory disease. The virus has 

since spread worldwide presenting one of the 

most serious global health crises in history, with 

high socio-economic costs. While the health 

impacts are directly through contagion, the 

economic impacts are largely a consequence of 

the preventive measures adopted by the 

respective governments to curtail its spread. 

Key measures adopted by most countries to 

curtail the spread include the closing of their 

frontiers and partial or complete lockdowns of 

economies which among other things, have 

seen the temporary closure of businesses, 

schools and social services.   

However, these measures have generated 

significant setbacks for African economies 

mainly in terms of lost productivity and trade 

both within and among countries. Specifically, 
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COVID-19 lock 

down 

regulations in 
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global economy 
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the response 
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represent a 
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these measures have significantly strained almost all key growth 

enhancing sectors of many economies, and ultimately, on their overall 

income. Consequently, different institutions have put forward 

estimates of the anticipated economic losses that could follow the 

introduction of these measures. For example, the International Air 

Transport Association (IATA) projected revenue losses of up to US$113 

billion1 and the United Nations Economic Commission for Africa 

(UNECA) estimated at least US$65 billion in revenue losses among 

Africa’s top 10 fuel exporting economies2. Moreover, due to COVID-19 

disruptions in global value chains among other things, the World Trade 

Organization (WTO) projected a decline in world trade of between 13% 

and 32% in 20203. Overall, an unprecedented global recession is being 

envisaged with a world GDP slump ranging between 0.5% and 3.8 %. 

In this paper, we provide an initial assessment of the economic impact 

in Nigeria of COVID-19 and the policies adopted to curb the spread of the 

virus. We start from the assumption that the major economic impacts 

are occurring through four channels arising from both external shocks 

(e.g., weakening global demand for oil and a global economic recession) 

and domestic policies to adopted reduce viral transmission. The four 

main channels are:  

• Government revenue shortfalls;   

• Reductions in remittances;   

• The direct impacts of “lockdown” policies which restricted 

movement of people and economic activities within Abuja FCT 

and in Lagos and Ogun states in April, the federal government 

lockdown in Kano state starting in late-April, and state-level 

lockdowns of around seven weeks in Akwa Ibom, Borno, Ekiti, 

Kwara, Osun, Rivers, and Taraba states; and  

• Indirect impacts of the lockdown policies on the rest of the 

country outside of the affected sectors or areas.   

 

While the regional and country specific impacts could be similar in 

Europe and Asia depending on which sectors were severely hit, due to 

the continents lack of economic resilience and diversification, Africa 

faces greater risks of seriously negative impacts from COVID-19 for 
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several reasons. First, being the last region to register COVID-19 cases, 

Africa was already experiencing the consequences mainly through its 

trade links with the European union (EU), United States of America 

(USA) and China, resulting in dwindling markets for African exports. 

Second, while the infection rates in these regions have started to flatten 

out with economic stimulus and investment recovery plans underway, 

the opposite holds for Africa. The number of new cases in Africa have yet 

to reach the inflection point while elsewhere including China and Europe, 

the reported cases are tapering off. Although the rest of the world is 

slowly reopening businesses to emerge from the global slowdown, the 

trend in African economies entails the possibility of a deeper recession 

as they are likely to face further production and trade related constraints 

if the rate of infection continues to rise.  

At the same time as the COVID-19 pandemic reached Nigeria, the country 

was having to deal with the adverse economic impact of a sharp drop in 

global oil prices. The significant drop in oil revenues threatened to undo 

years of moderate economic growth in Nigeria and many other oil-

dependent African countries (IMF 2020a). Nigeria’s economy continues 

to suffer from oil dependence and vulnerability to oil price volatility 

(Arndt et al. 2018; FGN 2020c). The economy recently emerged slowly 

from a recession driven by a fall in oil prices in 2014 and 2015. This 

recession was the first in 25 years, and, while painful, it amounted to a 

relatively manageable contraction of about 1.6 percent of GDP (World 

Bank 2020a). An economic slowdown in 2020 from the plunge in oil 

prices alone would have been damaging, but it is now clear that the 

continued spread of the COVID-19 pandemic and the associated policy 

responses across the globe, and within Nigeria, are likely to have 

devastating consequences for Nigeria’s economy.  

In view of these adverse outcomes, a pressing economic policy question 

is to find ways to reduce the negative consequences of lower household 

income, higher poverty rates, and the likelihood of associated long-term 

impacts, such as deeper rates of malnutrition. In the short-term, while 

the focus has been on health, security, and the welfare of the vulnerable, 

the government has provided food from the national grain reserve and 

made advanced payments to conditional cash transfer program 
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beneficiaries (FAO 2020; FGN 2020a; Nnabuife 2020). Our findings 

suggest that additional measures may be required, especially for urban 

lower-middle-income and rural nonfarm households. Our findings also 

point to a need to consider, in the medium-term, measures such as 

opening the country’s borders, at least partially, to food imports to meet 

rising demand. Lastly, looking towards longer-term strategies, our 

findings emphasize the need for diversifying Nigeria’s economy to 

reduce the current fragility of dependence on oil extraction as the main 

source of growth (Arndt et al. 2018). Improving the resilience of 

agricultural production, for instance, will be one way of ensuring that 

future crises have a more limited impact on the health and well-being of 

Nigerians. The rest of this paper provides a timeline of the COVID-19 

pandemic and policy responses in Nigeria. 

 

COVID-19 STATISTICS AND MEASURES FOR CONTAINMENT 

Daily statistics from the European Center for Disease Control (ECDC) 

show that Africa remains the region with the least number of both 

COVID-19 infection cases and deaths. As of 15 May 2020, a total of 

4,308,809 cases including 298,680 deaths have been reported 

worldwide. This shows that Europe has both the highest number of 

infections and deaths with 2 persons per thousand population having the 

infection. This is followed by the USA which has one person per thousand 

populations with the virus. While in China and Europe the infection rates 

have been significantly flattened out, the infection rates in Africa 

continue to steadily rise. These trends imply that Africa is still grappling 

with containing the spread of the virus as China and most countries in 

Europe are rolling out recovery plans and ease lockdown arrangements.  

Nevertheless, most countries in the region still have a negligible number 

of infections with the exception of South Africa, Egypt, Morocco, 

Algeria, Ghana and Cameroon from the highest to the lowest 

respectively. These imply that for most countries in the region, the main 

channel for COVID-19 economic impacts have been the trade linkages 

with their key trading partners such as the EU, US and China.  

The stay-at-home (complete lockdown) and frontier closure policies 

adopted by the highly affected regions including EU, US and China, 
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entailed low productivity and disruptions to key value chains. Ultimately, 

these lockdowns resulted in reduced demand for African exports with 

the greatest impact on countries with substantial participation in global 

value chains. Furthermore, infection containment measures in these 

regions resulted in significant reductions in Africa’s foreign direct 

investment (FDI) inflows, tourism and to some extent, overseas 

development assistance (ODA) inflows. Initially, with lower infection 

rates, the direct impact on health systems and related expenditure for 

most countries in the region has been modest, however as the health 

crisis continues, this is changing rapidly.  Furthermore, initially most of 

the countries in the region have only intensified on the routine hygiene 

adjustments, semi-frontier closures without complete lockdowns of 

their respective economies. 

 

POLICY MEASURES TO EASE COVID-19 IMPACT IN AFRICA 

While the threat of potential recession in Africa is vivid mainly through 

the international trade links, very few countries have the capacity to 

implement stimulus packages to cushion their economies form such an 

impending COVID-19 global recession. Efforts in this regard are recorded 

in literature (see Ozili and Arun, 2020) and the press mainly for Africa’s 

big economies but most importantly, these do cover all the countries 

that have been badly hit by the infections. Most of the adopted 

measures include cutting interest rates and the provision of liquidity 

assistance to cushion households and firms. For countries with better 

fiscal policy space, they have also increased their social protection 

expenditure to effectively cushion the poorest households during the 

lockdowns. For example, South Africa has set aside about US$ 160 million 

to cushion vulnerable businesses, about US$ 8.4 billion for the 

unemployment insurance fund, tax subsidies for at least 75,000 small 

and medium enterprises with a turnover of less than US$2.7 million, 

among other relevant fiscal and monetary policies. Senegal has 

established a Euro 2.1 million response and solidarity fund “Force COVID-

19” as well as a Euro 97.6 million contingency plan to cushion herself 

from the impacts of COVID-19.  Furthermore, Egypt, Tunisia and Morocco 

are set to inject US$6.4 billion, US$0.9 billion and US$ 1 billion 
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respectively into their economies as part of their economic stimulus 

packages for enhancing liquidity during COVID-19.  

In addition to the above stimulus packages, specific key monetary and 

fiscal stimulus packages have been adopted by some African countries 

to ease the impact of COVID-19 on their economies.  

 

IMPACTS OF LOCKDOWN POLICIES 

To gauge the expected impacts for Nigeria, we interviewed key 

informants, including government officials, private sector actors, and 

development partners.  We also reviewed news reports, public 

announcements, and security updates related to COVID-19. This review 

revealed that the COVID-19 impact is transmitted via three major 

channels, with potentially significant adverse effects on household 

incomes, demand for goods and services, and the economy’s output in 

2020. The first major channel is the expected shortfall in federal budget 

revenue due primarily to the plunge in oil prices. Likewise, on the 

expenditure side, there are substantial unanticipated spending needs 

associated with COVID-19 in the form of increased health costs, new 

stimulus packages for businesses, and increased social support for 

vulnerable households. The second channel is the expected decline in 

private remittances into Nigeria as COVID-19 affects the wellbeing of 

Nigerian workers living abroad and remitting income back to Nigeria. The 

third channel is the impact of policies that restricted movement of 

people and business activities, particularly in the lockdown zones of 

Abuja FCT, Lagos, and Ogun states. These measures simultaneously 

impose a demand-side shock, as people are only permitted to buy 

essential goods, and a supply-side shock, as only essential businesses are 

permitted to operate. We consider each of these impact channels in 

more detail below.  

 

Oil revenues and the government budget  

With the pandemic expected to continue for most of 2020, the global 

economic slowdown will have consequences for Nigeria’s oil-dependent 

economy. Air and ground travel have effectively come to a halt in most 

parts of the world, and oil prices fell by 45 percent to around USD 30 per 
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barrel in the first quarter of 2020 (Akanni & Gabriel 2020). A direct 

consequence for Nigeria’s federal government is a sharp decline in 

revenues. Oil revenues contribute more than 60 percent of government 

revenues. Projected revenues for 2020 were based on a benchmark oil 

price of USD 57 per barrel (BudgIT 2020; CBN 2015; 

PricewaterhouseCoopers 2019). The Ministry of Finance, Budget, and 

National Planning now estimates that government’s monthly oil receipts 

will fall from an estimated NGN 889 billion (USD 2.3 billion) to about NGN 

400 billion for the next three to six months (FMBNP 2020).   

Apart from a potential revenue shortfall of NGN 1.5 to 2.9 trillion – and 

this could be more if the low oil price persists for longer – the decline in 

non-oil tax revenue is conservatively estimated at NGN 530 billion. At the 

same time, the federal government faces significant pressures to 

increase spending in areas not previously budgeted for, including an 

estimated NGN 1.1 trillion towards disease preparedness and response 

and stimulus or palliative measures of NGN 2.4 trillion (CBN 2020). A 

significant budget revision is already being planned (MFBNP 2020; PwC 

2020). The expectation is that planned recurrent and capital expenditure 

for 2020 will be cut back by NGN 1.5 trillion (Onyekwena & Amara Mma 

2020). Government has also applied for NGN 2.5 trillion in new loans from 

the African Development Bank, Islamic Development Bank, the IMF, and 

the World Bank (FMBNP 2020).  

 

Private remittances  

Nigeria is the largest recipient of remittance incomes in SSA. Remittance 

incomes make up about 5 to 6 percent of GDP (Nevin & Omosomi 2019; 

World Bank 2018, 2019a). The Economist (2020) reports that Nigeria 

relies on “major lockdown economies” such as Britain, France, Italy, 

Spain, and the US for 54 percent of remittance incomes. Remittances 

from these countries have already declined dramatically; for example, 

some payments companies in Europe are seeing declines of 80 to 90 

percent in remittance payments to Africa. The World Bank (2020a; 

2020b) provides a longerterm perspective, predicting that remittance 

flows into SSA will decline by 23.1 percent this year due to COVID-19. This 

estimate is at the upper-end of the 5 to 25 percent range decline 
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anticipated by Kuhlcke and Bester (2020) based on an analysis of 

remittance flows during past crises, although they warn that the high 

proportion of remittances coming through informal channels makes it 

hard to assess the true impact.  

 

Domestic lockdown measures  

The third major source of impact is the direct effects of policies adopted 

to mitigate the spread of the coronavirus, specifically the five-week 

restrictions on movement and economic activity imposed by the federal 

government on Abuja FCT and Lagos and Ogun states and, later on, Kano 

state for seven weeks. These restrictions directly reduce economic 

output and household incomes for a large share of the residents who are 

unable to work and earn an income. Consumer demand is also curtailed 

directly through measures that prevent consumers from spending 

money on nonessential goods and services.   

Lockdown measures are only applicable to those sectors considered 

essential. The federal government provided exemptions for medical 

services provided by public and private hospitals and pharmacies, food 

retail in markets during restricted hours, supermarkets and grocery 

shops, and prepared foods for delivery. The policies also allow farms, 

food and drug manufacturers, and food distributors to continue their 

activities. Other services considered essential and therefore exempt 

include fuel stations, private security companies, and limited financial 

services to maintain cash availability and to allow for online transactions. 

Public utility services, news companies, and telecommunications 

providers are also exempt.  

Sectors or subsectors that are not exempt from the lockdown measures 

stand to be impacted significantly. The impact on the sector or subsector 

at national level depends on the share of productive activities that take 

place within the lockdown zones. Likewise, the immediate overall impact 

on the national economy depends on the importance of the sector in 

terms of its share of GDP or employment. We briefly reflect on some of 

the anticipated effects of lockdown measures below.  

Manufacturing: Almost all non-food manufacturing activities in the 

lockdown zone were shut down during the lockdown period. The Lagos 
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and Ogun state industrial clusters account for about 60 percent of 

manufacturing in Nigeria, according to some estimates, and the Apapa 

Port in Lagos serves as the point of entry for primary and intermediate 

manufacturing inputs. As such, we anticipate a major negative shock for 

the manufacturing sector. Affected industries include manufacturers of 

cement, basic and fabricated metals, plastics, glass, and furniture 

products. While port and cargo operations are exempt from movement 

restrictions, port operators and manufacturers have reported that the 

lockdown almost immediately resulted in a backlog of containers and 

increased congestion at the port, as interstate movement restrictions 

and fear of harassment led to reduced trucking services. Moreover, 

although manufacturers of food, drugs, pharmaceuticals, among others, 

are exempt from restrictions, anecdotal evidence suggests that security 

concerns and supply chain disruptions have already resulted in 

companies operating below capacity.   

Construction: There were no exemptions for private or public 

construction works in the affected areas. Moreover, movement 

restrictions, locally imposed curfews, and state border closures will likely 

affect construction activity outside of the affected areas as well due to 

difficulties in obtaining important inputs such as cement or other 

building materials. We therefore anticipate a nationwide reduction of 30 

percent in construction activity.  

Transportation, storage, cargo handling: With the nationwide closure of 

bus services, the main passenger rail services, and phone-based taxi 

services, movement restrictions curtailed most ground transportation in 

the affected areas. Transportation was limited to essential trips for food 

or medicines or to seek medical treatment. Port cargo handling, air cargo 

services, and associated services, such as storage and warehousing, are 

still in operation, although insecurity and fear of harassment on 

transport routes may reduce activities also within these exempt services.  

Hotels, catering, and food services: The COVID-19 policy responses will 

severely affect the business of hotels, restaurants, and catering services. 

Movement restrictions include bans on visiting restaurants. The lack of a 

“food delivery culture” in Nigeria implies a near-total shutdown of urban 

food services during the period.  
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Repair services: The bulk of repair services are carried out either in repair 

shops in markets as part of Nigeria’s large informal sector or by itinerant 

repair workers. This sector is expected to suffer severely from the 

restricted movement and the closure of market centers.  

Domestic workers and other personal services: Domestic workers 

(cooks, childcare   02 providers, cleaners, gardeners, private security 

guards etc.) form a large share of the working population within the 

lockdown zones. While some domestic workers reside at their places of 

work, those who live outside will no longer be able to commute to work 

daily. We estimate that about half of these workers are live-in workers 

and will continue to work and earn a living during the lockdown period. 

 

METHODOLOGY 

This paper builds a simple macro-econometric model of Africa to forecast 

and simulate COVID-19 impacts on African economies for relevant policy 

inference. Its focus is on simulating the impact of the plunge in fuel 

prices and global recession on Africa’s key macro-economic variables 

including GDP, revenue and exports. The model is comprised of twenty 

behavioral equations and three identities. Through the dynamic 

specification, the model accounts for the intertemporal dependency of 

the respective dependent variables. However, allowing for this dynamic 

process introduces endogeneity and autocorrelation in the model 

through the additional lagged values of the dependent variables as 

regressors. In this regard, for consistent estimates the Generalized 

Methods of Moments (GMM) estimators. constitutes the most widely 

used in literature.  These estimators largely depend on the levels and 

lagged values of the endogenous regressors as instruments for 

addressing endogeneity and autocorrelation in the model.  

Implementation of the GMM estimators in Stata is mainly done through 

xtabond (Allerano and Bond difference GMM), xtabond2 (Blundell and 

Bond system GMM) and the xtdpd command which implements the 

dynamic model using either xtabond or xtabond 2. While xtabond uses 

the level equation for instrumentation, xtabond2 uses instruments from 

both the level and differenced equation thereby allowing for more 

instruments and improving the efficiency of the GMM estimation 
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method (Roodman, 2009). This paper has opted for the xtdpd command 

which implements xtabond2 but also allows for consistent estimates in 

models with low-order moving-average correlation in the idiosyncratic 

errors. The validity of the model is checked through the within sample 

estimation. The assessment used data on consumption, consumer price 

index, expenditure and investment from the World Development 

Indicators (WDI) database.  Data on exports, imports, GDP and world 

prices was obtained from UNCTADSTATS, and revenue data was 

obtained from the UNU-WIDER database. Data for all variables was from 

2000 to 2018.  

 

CONCLUSION 

The scale and speed at which COVID-19 has spread across the globe, and 

the rapid adoption of wide-ranging policy measures to contain the 

disease, have combined to produce sudden economic shocks. In this 

paper we measured the impacts of this shock from COVID-19 and the 

policies adopted to curb the spread of the virus in Nigeria. we estimate 

that Nigeria’s GDP suffered a 34.1 percent loss, amounting to USD 16.4 

billion, with two-thirds of the losses occurring in the services sector. 

Agriculture, which serves as the primary means of livelihood for most 

Nigerians, suffered a 13.1 percent loss in output (USD 1.2 billion). 

Although primary agricultural activities were excluded from direct 

restrictions imposed in the lockdown zones, the agricultural sector was 

affected indirectly due to its linkages with the rest of the economy.  

COVID-19 infections are still rising in Nigeria, and federal, state, and local 

policies are evolving to respond to the disease and to minimize the 

economic impacts. Therefore, policymakers at all levels will need more 

analyses of the type conducted in this paper to assess the economic 

impacts and to weigh policy options as Nigeria moves from the initial 

lockdown policies towards various stages of easing and recovery, while 

ensuring that measures are in place to mitigate disease spread. The 

findings in this paper should be considered as an early assessment, while 

further analyses are undertaken on policy options. Nevertheless, some 

conclusions can be drawn from this study to guide the next steps for 
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Nigeria’s policymakers, researchers, and development practitioners with 

regard to COVID-19.   

First, this study shows that in considering the impacts on the agriculture 

sector, it is important to take an agri-food systems approach that goes 

beyond primary agriculture to consider subsectors such as food 

processing, food trade and transport, and food services, which have 

strong linkages to the rest of the economy, and therefore suffer severe 

shocks when restrictions are placed on other sectors such as 

manufacturing, hotels, and restaurants. These shocks start from the 

‘plate’ and pass through to the ‘farm’, and they are likely to pass through 

to affect both smallholder and larger-scale farmers. Agencies 

implementing policies aimed at supporting agriculture during the COVID-

19 and the recovery period need to consider the broader agri-food 

system.   

Second, this study finds a temporary (lasting through 2020), but 

significant, increase in the national poverty rate of 14 percentage points 

due to COVID-19, and that households lost a third of their incomes on 

average during the five-week lockdown. During the period, 27 million 

more people fell into poverty in Nigeria, a country that already 

accounted for the highest absolute number of poor people in Sub-

Saharan Africa before the COVID-19 crisis. Considering that the policies 

under examination in this paper were mainly the lockdowns in relatively 

wealthier states and in the capital Abuja, the poverty impacts may 

increase throughout 2020 as COVID-19 spreads throughout regions in 

Nigeria with high poverty rates, such as the Northeast zone, especially if 

further targeted lockdowns are implemented. 

The estimated poverty impacts due to COVID-19 are mainly due to 

reductions in employment income. Therefore, minimizing and reversing 

these estimated poverty impacts calls for policy approaches to protect 

small and medium-scale enterprises during the recovery period. In the 

shortterm, mitigating poverty would require targeted support for 

sustaining household incomes, such as cash transfers and other social 

protection measures. In the medium term, the real sector pillar in the 

government’s strategy for recovering from COVID-19 relies on rapid 

employment generation in the agriculture sector (FGN 2020c). However, 
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the question remains how to achieve these goals, and which sectors of 

agricultural development would be best suited for achieving the goals.  

 

RECOMMENDATIONS 

i. There should be more researches on the way out by COVID-19 

reseachers, policy makers and development practitioners. 

ii. The agricultural sector should be properly taken care in such a 

manner that the agri-food systems approach should be 

beyond primary agriculture. It should consider food 

processing, food trade and transport, etc. 

iii. Government should encourage green-house farming by 

supporting farmers towards achieving that gaol. 

iv. Palliatives that are meant to be given to citizens should get to 

them to ease the effect of the lockdown and prevent civil 

unrest. 

v. The government should encourage the polytechnic system so 

that more people become self-reliant. 

vi. Proper funding should be given to research and development 

more especially in the field of pure and applied sciences. 
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