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Iraq cannot afford to pay millions of workers and pensioners. Mexico’s grand plans to develop the country have been thrown into disarray. Ecuador is cutting government salaries, and Venezuela is on life support. Nigeria is seeking a nearly $7 billion emergency loan.

The coronavirus pandemic and the collapse in oil prices it has caused have created a monstrous calamity for countries heavily reliant on oil production for their economic survival, and forced others to change policies that no longer make economic sense.

While Russia, Saudi Arabia and the United States — the biggest oil producers — have large financial cushions, the precipitous drop in demand because billions of people have been forced to stay home has upended everything. It was a possibility even veteran industry experts did not foresee.

In the United States, where oil prices fell below zero this week for the first time ever — meaning sellers had to pay customers to take unwanted oil — the glut is threatening severe economic pain in what had been a thriving domestic industry. The oversupply also has forced the Trump administration to negotiate with Russia and Saudi Arabia to curtail production.

Here is a look at some effects of the oil-coronavirus shock in countries around the world:

IRAQ

Iraq will be harder hit than almost any other oil-dependent state, according to the International Energy Agency. About 90 percent of the government’s revenue comes from oil, and it relies on that money to support a payroll of more than four million workers as well as payments to pensions and welfare for the poor.

The government could just meet its costs when oil was trading at about $61 a barrel, as it was in December, but now it cannot meet the May payroll let alone pay for pensions, subsidies and its other operations.

“The problem starts in May,” said Mudher Mohammed Saleh, an economist and adviser to Iraq’s prime minister. “We’ll have a $4.5 billion gap monthly. What do you do? This is the headache.” ALISSA J. RUBIN, Baghdad
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VENEZUELA and ECUADOR  

The oil market rout has reverberated across South America, but will be felt the most by the region’s weakest economy, Venezuela, which relies on its shrinking crude sales to import food and fuel. Even before the price collapse, the country struggled to find buyers because of tightening American sanctions.The International Monetary Fund forecasts Venezuela’s economy will shrink 15 percent this year, the biggest decline in the region.

In oil-dependent Ecuador, President Lenin Moreno has called the energy market collapse the country’s “most critical moment in its history.”As in Venezuela, the price collapse has caught Ecuador in one of the worst economic moments, as the country struggles to contain Latin America’s most aggressive outbreak of coronavirus and deal with a rupture of its two main oil pipelines. ANATOLY KURMANAEV, Caracas

NIGERIA

Even before the price collapse, the World Bank predicted that the pandemic would push sub-Saharan Africa into its first recession in 25 years. But in the region’s leading oil-producing nations, Nigeria and Angola, the compounding impact of drastically reduced income could be devastating. Both derive 90 percent of export earnings and more than two-thirds of government revenue from oil sales.For decades Nigeria, which has requested $6.9 billion in emergency funding from international lenders, spent billions of dollars to keep the price of gasoline in the country artificially low. This policy was scrapped in early April.

Successive Nigerian governments have pledged but failed to end the country’s reliance on oil.“My country is a classic poster country for poor governance of natural resources,” said Oby Ezekwesili, a former World Bank vice president, who also served as Nigeria’s education minister. “Oil prices rise and our expectations blow up, and then they fall and our expectations collapse.”

Nigeria has only just recovered from its last recession and is dealing with multiple crises, most notably the battle against Boko Haram militants. It has cracked down on minority uprisings, like Shiite protesters and activists who want a Biafran state, but it would take much more to suppress the millions of its citizens affected by the coronavirus lockdowns. RUTH MACLEAN, Dakar.

2. The COVID-19 crisis is like no other. It has exposed flaws in the response of governments to healthcare and social security in both the developed and developing world alike. Nigeria is therefore not unique in facing difficulties. Yet, its reliance on oil exports to fund government expenditure has made the country particularly vulnerable following the collapse in oil prices.On top of this dangerous health emergency developing in the country, the economic ramifications of COVID-19 have been especially profound for Nigeria. The crash in oil prices, following OPEC’s price war with Russia, has revealed significant fault lines in the nation’s economy.

Since independence in 1960, Nigerian governments have consistently relied on the exports of crude oil as their primary source of revenue. Oil exports currently account for over half of government revenue, and generate 87% of Nigeria’s foreign exchange. The collapse in oil prices

by 60% since the start of the year to below $30 a barrel has therefore decimated government revenues, which could fall by as much as 45%.The Federal Government had based its 2020 budget on a price of $57 a barrel, way above the prices we are witnessing today. This has forced a drastic restructuring of the budget. The capital investment budget has been cut by 20%, the recurrent budget by 25%, privatisation proceeds by 50%, and all recruitment has been halted.  In total, the Federal Government has cut its budget by N1.5 trillion (1% of GDP).The subsequent economic fallout for Nigerians will be severe. GDP forecasts are suggesting that if oil prices stay low, GDP growth will be -3.4% in 2020. Worryingly, this is the prediction if the outbreak is effectively contained in the country. By contrast, if it is not contained effectively, then Nigeria could see GDP growth in 2020 fall to -8.8%, driven by declining consumer spending.

This will have a profound impact on employment. For instance, Nigeria’s film industry, known locally as Nollywood, will face major challenges. The industry is the second largest source of jobs in the country, employing one million people and producing an estimated 1500 movies a year. Nollywood movies are popular across Africa, but with its production hub, Lagos, in lockdown, movie production is likely to plummet. Evidently, this will have a major knock-on effect on employment. Beyond Nollywood, there is a major concern for the country’s huge army of informal workers, over 80% of the workforce, who have seen wages evaporate overnight as restrictions are introduced.
3. In the more medium-term, Nigeria’s wellbeing relies on economic diversification. This is no secret. Export revenues from agriculture and manufacturing must be increased to lessen dependence on oil. Nigeria has a comparative advantage in a huge array of products ranging from cocoa and sesame, to leather and cement. The country has to scale up production and begin taking advantage of this, especially with the African Continental Free Trade Area (AfCFTA) around the corner. We continue to focus on creating an enabling business environment for our small and medium-sized enterprises to thrive by making Nigeria a progressively easier place to do business, delivering several reforms, as evidenced by our moving up 24 places in the World Bank’s Doing Business report over the past three years. In 2019 and beyond, we are confident that by driving agriculture and agro-based industries, technology and innovation, solid minerals, and our vibrant creative sector, Nigeria will harness the energies of our entrepreneurial youth to deliver the promise of our future.
