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Abstract

In many developing economies, high and increasing public debt profile constitutes an essential means of
financial risk. An appropriate debt management is germane for survival of business and good international
reputation though its effect on private sector credit mobilization had been seldomly investigated. This study
seeks to know whether strategic debt management approach exacts a significant effect on the Nigerian
private sector and Africa at large resulting to higher credit availability for sustainable enterprise
establishment. The study used a time-series observation spanning from 1981-2021. The method of data
analysis employed the unit root test for stationarity. Johansen cointegration and vector error correction
approach. The result of the unit root test indicates the series were all stationary after first difference and thus
were integrated of orderl. The Johansen cointegration test support the existence of a cointegrating series
between the private credit and its determinants. More empirical evidence from the study shows that proper



debt management and increase revenue generation through net taxes on products accounted for 0.93 and
1.32% increase in private sector credit mobilization, while total external debt stock was responsible for a
significant negative influence of 0.60% on private sector credit mobilization. The study recommends that the
government should always be proactive in their strategic and innovative approach to debt management,
revenue generation and sources of funds. This will help not only to avoid crowding out of the private sector
but will enhance adequate credit mobilization for effective operations of the private sector.
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1. Introduction

The management of national debt has become a common practice among economies around the world. Many
national economies borrow to either supplement the funding for their budget or execute special projects in
their economies [1,2]. The use of debt funding has helped the debtor economies to support the provision of
basic amenities required to sustain the lives of the citizens and business activities within the economy.



National debts are also adopted as an option to address macroeconomic crises in economies and an available
option to avoid an increase in the tax burdens on the citizenry [3,4]. While many economies have gone into
borrowing on a higher scale especially when the interest and payback are attractive, coupled with their needs
to meet national economic needs, the burden of debt repayment requires the continuous obligatory actions of
the debtor nation to affect the payback as negotiated [5].

Business organizations in an economy depend on the fluent interactions and movement of basic macro
support such as the availability of credit facilities, and infrastructural provisions to function in an economy.
This means that these businesses that are largely resident in the private sector are expected to participate in
the payback of acquired national debt through their remittance of taxes and levies to the government
treasury [6-10]. The management of national debt and its influence on business sustainability has become a
trendy practice in Nigeria, which leaves the government with the responsibility to determine the amount and
rate at which the national debt is acquired and the direction of such funding to support economic activities,
with the aim to sustain businesses in Nigeria [11-13].

The current study is focused on exploring the impact of the Nigerian national debt profile on business
sustainability in the private sector of the economy. It aims to provide learning about the level of support
accessible to operating businesses in the private sector due to the acquisition of debt by the Nigerian national
government. It is focused on developing learning on the intrinsic implications of national debt burdens on the
operations of businesses in the private sector (see [2,14]. A critical question raised in this study is how can the

use of national debt funding provide further support to business activities in the various sectors? and how in
turn, can the extant productivities of the private sector be harnessed to support national debt management
obligations in Nigeria? This study aims to address these critical questions and suggest an improved approach
to maximize the positive impacts of national debt burdens on the sustenance of businesses in the Nigerian
economy.

While this study explores the potency of the national debt in supporting business activities, culminating in
investment drives in the private sector, its emphasis is on the need for prudent management and allocation of
national to achieve this set purpose, in order to maximize the useful of national debt to the broad economic
development such as positive transformation of the private sector. The study therefore emphasizes the
viability of national debt management, in terms of its sustainability in critical areas such as the development
of a robust repayment structure that offers effective support to the sustenance of business activities in the
economy. This aligns with the observation of [15], who based their study on the natural resource
management approaches of selected developing economies, towards attaining economic growth and the
optimization of financial productivity for optimum impact on the economies.

This study assumes the following structure: The next session provides a detailed literature review on the key
concepts of national debt management and business sustainability and the underpinning theory adopted in
this study. This is followed by the methodology and a discussion of the main findings. The final section covers
the conclusion and recommendations for further research.
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