
This week, we highlight the recent upward adjustments to the exchange rate for cargo clearance by 21.5% to

₦951.94 per dollar by the Nigeria Customs Service in December 2023, the fifth major adjustment since the

transition to a managed currency float regime by the CBN. Although this development is expected to boost

government revenue and switch local demands to locally produced goods for some components, we note that

the increase in cargo clearance rate also comes with potential fallouts.

Premised on the significant contributory role played by imported inflation in Nigeria’s inflation experience, we

anticipate that the upward adjustment of the exchange rate on import duties may cause inflation, which stood

at 27.3% in October 2023, to rise even further as the burden of the higher clearing costs ultimately trickle down

to final consumers. This may cause further cuts in discretionary spending due to weaker consumers'

purchasing power as importers and related businesses raise prices to offset their higher costs.

Also, we note that this trend may also further constrict the access of import-dependent industries to critical

machinery, raw materials, and intermediate goods, with the possibility of further dampening the growth of an

already fragile economy at a large scale.

Additionally, with uncompetitive clearing costs and operational bottlenecks historically making Nigerian ports

less attractive compared to hub ports in countries like Togo, Ghana and Cameroon with lower costs, there are

fears that these episodes of rising cargo clearance exchange rate could further drive importers to these

destinations. Consequently, the revenue gains recorded from remittances to official channels may dwindle in

the long term as result of rise in cargo abandonment, preference for lower settlements outside official channels

enabled by systemic corruption and weak controls, and the incentives provided for smuggling.

Therefore, we submit that the government should prioritise boosting the cost-effectiveness and seamlessness

of operations in Nigerian ports by making major strategic investments in port infrastructure, state-of-the-art port

technology, and human capacity development. In addition, to create more stability and minimize associated

risks that come with the frequent adjustment of cargo clearance rate, we opine that authorities consider

engaging stakeholders in setting a feasible concessionary rate for cargo clearance. We are confident that this

will deliver greater revenue mobilization that can significantly close the government’s reoccurring fiscal deficits

without worsening domestic inflation linked to importation or amplifying other economic distortions.
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