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CHAPTER ONE
INTRODUCTION
1.1 Background to the Study
 Exchange rate strategically lies at the centre of global financial system and sets the terms on which countries trade each other’s goods and services. Exchange rate is one of the most important key microeconomic variables in the context of general economic policy making and reform programmes. It is an essential element in the determination of the pace at which a country’s economic activities will grow. Thus, discussion on methods of management of exchange rate has been a recurring topic in international monetary economics. According to Chou (2020), the debate on exchange rate management transcended the collapse of the gold standard in the 1930s to the emergence of Bretton Wood System of adjustable peg from the 1940s through other various exchange rates. The debate moves along the two notable poles of fixation and flexibility. With the move from fixed to flexible exchange in Europe in 1973, there was increasing concern about effects of exchange rate variability on trade. Flexible exchange rate which followed the collapse of the Breton Wood System is of concern to economists and policy makers (Williamson, 2021).
The Nigerian economy has been visibly distressed in the different phases of exchange rate management (ERM); each coming with its own, possible problem. According to Idika (2019), frequent changes in foreign exchange policies caused by unstable political environment have prevented these policies from coming full circle. Exchange rate stability, which is essential for growth is influenced greatly by the appropriate policy mix by government in their quest to attain macroeconomic targets.
In Nigeria today, exchange rates and its constant movement is of great importance to the general public because one way or the other its fluctuation has an effect on the competence of the economy to attain optimal productive capacity. This is alarming given its macro-economic importance specifically in a high import dependent country like Nigeria (Olisadebe, 2018).The Exchange rate reflects the ratio at which one currency can be exchange with another currency, namely the ratio of currency prices. It is the value of a foreign nation’s currency in terms of the home nation’s currency. It also specifies how much one currency is worth in terms of the other. A correct or appropriate exchange rate has been one of the most important factors for economic growth in the economies of most developed countries, whereas regular fluctuations or inappropriate exchange rate has been a major obstacle to economic growth of many African countries of which Nigeria is inclusive.
Fluctuations in exchange rate have powerful effects on imports and exports of the countries in question through relative prices of goods. Mordi (2021) posited that the Nigerian economy is highly dependent on imports for both consumption and production. According to World Bank (2022), many oil producing nations are exposed to variations in exchange rate due their large oil wealth. This variation which acts as tax on investment in trade goods production has adverse impact on growth especially on agricultural and manufacturing sectors. 
Ewa (2019) posits that the exchange rate of the naira was relatively stable between 1970 and 1979 during the oil boom era and when agricultural produce accounted for more than 70% of the nation’s Gross Domestic Products (GDP). In 1986 when Federal government adopted Structural Adjustment Programme (SAP), the country moved from a pegged to a flexible regime where exchange rate was left completely to be determined by market forces but with monetary authorities intervening periodically in the foreign exchange market in order to attain some strategic objectives (Mordi, 2022). This inconsistency and lack of continuity in exchange rate policies aggravated the unstable nature of the naira rate (Gbosi, 2018). Benson and Victor (2020) and Aliyu (2023) noted that despite various efforts by the government to maintain a stable exchange rate, the naira has depreciated throughout the 80’s to date.
 The market determined exchange rate system was introduced in Nigeria via second tier foreign exchange market, thus the naira exchanges rate has exhibited the features of continuous depreciation and instability. The instability and continued depreciation of the naira in the foreign exchange market has resulted in declines in the standard of living of the populace, increased cost of production which also leads to cost push inflation. It has also tended to undermine the international competitiveness of non oil exports and make planning and projections difficult on both micro and macro level of economy. A good number of small and medium scale enterprises have been strangled out as a result of how dollar/naira exchange rate and so many other problems resulting from fluctuations in exchange rate can be identified.
Gross National Product (GNP) was similarly affected. The combined effects of exchange rate variability on GDP and GNP, among others, resulted in the abysmal low level of per capita income of Nigerians. The economic implication of this may not be clear to the ordinary citizens. What they invariably understand is that the Naira has lost reasonable proportion of its purchasing power. This is often reflected in the quantity of goods and services purchased by Naira. 
Another area where deplorable state of the GDP and GNP in Nigeria usually become evident is in unemployment rate. Consequent upon the intrinsic relationship between these variables, unemployment rate in the country has continued to rise unabated with decline in the GDP and GNP. There is no gainsaying that the economic, psychological and physical consequences of unemployment in a country like Nigeria where provision of social welfare for the unemployed is seen as hallucination, can better be imagined than described.
1.2 Statement of the problems
Since the generalized fixed exchange rate regime and adoption of floating system by the industrialized countries in 1973, most countries including Nigeria, have experimented with various types of exchange rate arrangement ranging from the peg system to weighted currency basket, managed floating and more recently. to the monetary zone arrangement (Mordi, 2022). Inconsistent management of the various exchange rate regimes adopted so far by the country to help check volatility appears to have jeopardized the overall macroeconomic policy objectives. 
According to Mordi (2022), once an exchange rate is not fixed it will be subject to variation, thereby making floating exchange rates more volatile. The degree of volatility and the extent of stability maintained are affected by economic fundamentals. Thus, strong economic fundamentals are meant to produce favourable economic environment. 
The naira exchange rate has been fluctuating since the introduction of the Structural Adjustment Programme (SAP) in 1986. The Nigerian situation since SAP has mostly been characterized by increasing demand which outstripped supply, contributing generally to the continuous depreciation of the naira. The SAP was designed to deal with the underlying imbalances in the Nigerian economy following the collapse of international oil market. This phenomenon of excess demand for foreign exchange in relation to supply has contributed to the dwindling fortunes of the naira in all the foreign exchange markets. Also, weak production base and undiversified nature of the economy are among the factors that led to the depreciation of Naira. The country’s over dependency on oil as the main source of revenue resulted in negligence of non-oil exports for foreign exchange earnings in the early 1970s. The enormous foreign exchange earnings from crude oil exports encouraged the massive importation of finished goods and services. The implication of over dependency on export of oil is that the economy is highly prone to external shocks to the extent that any crash in the oil price will lead to decline in foreign exchange earnings, and destabilizing effects on macroeconomic variables such as exchange rate, gross domestic product, interest rate, and inflation rate. According to Obadan (2020), adverse foreign exchange rate regimes adopted so far have affected the Nigerian economy over the years. The combined effect of dwindling price of oil and the volatility in exchange rate due to inconsistency in rate regimes has led to constant depreciation of naira. It is against this background that this study is structured.
1.3 Research questions
The following research questions guided the study:
i. How does exchange rate impact on Gross Domestic Product (GDP) in study area? 
ii. How effective does exchange rate on the Gross National Product in study area? 
iii. Does exchange rate have impact on unemployment in study area?
1.4 Objectives of the study
The general objective of this study is to examine the impact of value creation on organizational performance. Specific objectives are:
i. To examine the impact of exchange rate on Gross Domestic Product (GDP) in study area. 
ii. To assess the effect of exchange rate on Gross National Product (GNP) in study area. 
iii. To determine the impact of exchange rate on unemployment in study area.
 1.5 Research hypotheses
The following hypotheses were tested; 
Ho1: Exchange rate has no significant impact on the Gross Domestic Product (GDP) in study ara. 
Ho2: Exchange rate does not have significant effect on the Gross National Product (GNP) in study area. 
Ho3: Exchange rate has no significant effect on unemployment in study area. 
1.6 Significance of the study
The study of exchange rate fluctuations is crucial for understanding the broader economic dynamics within a region such as Kwara State, Nigeria. Exchange rates influence various economic factors, including inflation, investment, and trade balances. By examining how these fluctuations affect economic development specifically in Kwara State. 
Understanding Local Economic Impact: Kwara State, like many other states, is affected by global economic dynamics, including fluctuations in exchange rates. By investigating the link between exchange rate movements and economic development in the state, the study helps policymakers and local businesses understand how these fluctuations impact various sectors, such as agriculture, manufacturing, and services.
Informed Policy Formulation: The findings from this study can guide local government authorities in formulating policies aimed at mitigating the negative impacts of exchange rate volatility. If exchange rate fluctuations are found to negatively affect economic growth in sectors such as export, investment, or consumer spending, the government can adopt specific measures to stabilize the economy.
Sector-Specific Insights: Exchange rate fluctuations can impact different sectors of the economy in distinct ways. For instance, in an agricultural economy like Kwara, exchange rate fluctuations might affect the cost of imported inputs or export revenues. A comprehensive study can offer insights into how specific industries are impacted, enabling better-targeted interventions to support those sectors.
Promoting Financial Stability: A better understanding of how exchange rates affect economic development can lead to the adoption of financial strategies that help individuals and businesses in Kwara State cope with the adverse effects of currency volatility. This could involve strengthening financial instruments such as hedging strategies, microfinance schemes, or support for local businesses involved in international trade.
Improving Foreign Direct Investment (FDI) Flow: Exchange rate fluctuations can either attract or discourage foreign investors. By studying the relationship between exchange rates and economic development, this research can offer insights into how Kwara State can make itself more attractive to foreign investors, by minimizing risks associated with exchange rate volatility or ensuring stable economic environments.
1.7 Scope of the study
The scope of this study focuses on understanding how fluctuations in exchange rates impact economic development specifically within Kwara State, Nigeria. The Olam Company in Kwara State serves as a case study to analyze these effects comprehensively. This research aims to explore various dimensions including economic indicators, policy responses, and sectoral impacts. The study will be carried out within the period of 2023-2025.
 1.8 Definition of terms
Exchange rate: is the rate at which one currency will be exchanged for another currency. Currencies are most commonly national currencies, but may be sub-national as in the case of Hong Kong or supra-national as in the case of the euro. 
Exchange Rate Fluctuation: Exchange rate fluctuation refers to the variations in the value of one currency compared to another over time. These fluctuations can be caused by various factors, including changes in interest rates, inflation, political stability, and economic performance. 
Economic Development: Economic development is a broad term that encompasses improvements in the economic well-being of a region or country. It typically includes increases in income levels, reductions in poverty rates, improvements in education and health care, and enhancements in infrastructure.
Trade Balance: Trade balance is the difference between a country’s exports and imports over a specific period. A positive trade balance (surplus) occurs when exports exceed imports, while a negative trade balance (deficit) occurs when imports exceed exports. In Kwara State’s context, exchange rate fluctuations can affect this balance by making exports more or less competitive internationall.
Foreign Direct Investment (FDI): Foreign Direct Investment refers to investments made by individuals or companies from one country into business interests located in another country. FDI is crucial for economic development as it brings capital, technology transfer, and job creation. Exchange rate stability is often a key factor influencing FDI decisions; significant fluctuations may deter investors due to increased risk.
Inflation Rate: The inflation rate measures how much prices for goods and services rise over time within an economy. High inflation can erode purchasing power and savings but may also influence exchange rates as central banks adjust interest rates to control inflationary pressures.
Monetary Policy: Monetary policy involves the actions taken by a country’s central bank to control money supply and interest rates with the aim of achieving macroeconomic objectives such as controlling inflation, consumption, growth, and liquidity.







CHAPTER TWO
LITERATURE REVIEW
2.0 Introduction
This chapter talks about literature review where relevant works of scholars on the subject matter are reviewed. It consists of conceptual framework, theoretical framework and empirical review.
2.1 CONCEPTUAL REVIEW
2.1.1 Concept of Exchange Rate
According to Ezu (2018) exchange rate is the price of a nation’s currency versus another currency. It is the required amount of units of a currency that can buy another amount of units of another currency. Powell (2019) defined exchange rate simply as the external price of a currency expressed in terms of an artificial unit such as weighted average of “sample” or “basket of leading trade currencies”. Olukole (2019) observed that exchange rate is numerical expression of the value of the currency of one country at any given time.
Okonkwo (2020) defines exchange rate as “the price of one currency in terms of the
other”. To him, exchange rate is the rate at which one currency exchanges for another. This view is corroborated by Usman (2017) when he said that “the exchange rate is the value of a country’s domestic currency in terms of a foreign, currency”. Elumelu (2020), Anowor, Ukwueni and Ikeme (2021) saw exchange rate as any other price that is determined by the forces of demand and supply in a perfectly competitive market and in a world where free international exchange is the rule. Daniels et al (2018) defined exchange rates as the number of units of currency, at which another currency can be bought. It is also defined as the price of the currency in terms of another (CBN 2018).
2.1.2	Interest Rate
Interest rate is a macroeconomic concept that is defined as the amount that a bank charges on the amount it lends. It is the rate at which commercial banks make funds available to customers (Ochinanwata et al, 2020). Interest rate is an important economic price; which can either be seen as a cost of capital or as an opportunity cost of funds. Also, interest rate can be viewed as the price paid for the use of money. It is the opportunity cost of borrowing money from a lender. It can also be seen as the return being paid to the provider of financial resources (Bosco and Emerence, 2016)
2.1.3	Inflation Rate
Inflation refers to an overall increase in the Consumer Price Index (CPI), which is a weighted average of prices for different goods. The set of goods that make up the index depends on which are considered representative of a common consumption basket. Therefore, depending on the country and the consumption habits of the majority of the population, the index will comprise different goods. Some goods might record a drop in prices, whereas others may increase, thus the overall value of the CPI will depend on the weight of each of the goods with respect to the whole basket. Annual inflation, refers to the percent change of the CPI compared to the same month of the previous year (Faraji, 2014)
2.1.4	Monetary policy rate
MPR is the formal and authorized interest rate of the CBN, which helps all other financial institutions in the country to determine the rate of interest at which facilities should be given to the firms and individuals. This is the interest rate at which CBN lends to commercial banks. The MPR is the benchmark against which other lending rates in the economy are pegged and is usually used as an instrument to moderate inflation in the economy (CBN, 2006).
2.1.5	Types of exchange rate 
The types of exchange rates describe the mechanisms by which countries manage the value of their currencies in relation to others. Broadly, exchange rate regimes can be categorized into three main types:
1. Fixed Exchange Rate (or Pegged Exchange Rate)
In a fixed exchange rate system, a country's currency is tied or pegged to another major currency, such as the U.S. dollar or gold. The government or central bank intervenes in the foreign exchange market to maintain the currency's value at a specific level. This system is often used by countries with a desire to stabilize their currency and encourage international trade (Dornbusch, 2020)
· Advantages:
· Stability in international trade.
· Predictability in exchange rates for businesses.
· Control of inflation (in some cases).
· Disadvantages:
· Requires large reserves of foreign currency for intervention.
· Lack of flexibility to adjust to economic changes.
2. Floating Exchange Rate
In a floating exchange rate system, the value of the currency is determined by market forces, including supply and demand for the currency in the foreign exchange market. Central banks typically do not intervene directly to influence the currency value, although they may take steps in extreme situations (e.g., economic crises) (Mundell, 2021).
· Advantages:
· No need for government intervention in the currency markets.
· Automatic adjustment to economic conditions, such as inflation or economic growth.
· Disadvantages:
· Exchange rates can be volatile.
· Can lead to uncertainty for international trade and investment.
3. Managed Float (or Dirty Float)
A managed float, also called a dirty float, is a hybrid system where the exchange rate mostly floats based on market conditions, but the central bank may intervene occasionally to stabilize or influence the currency's value. This is done to prevent excessive volatility that could harm economic stability (Krugman, & Obstfeld, 2019).
· Advantages:
· Provides flexibility in responding to economic conditions.
· Reduces excessive market volatility.
· Disadvantages:
· Requires significant foreign exchange reserves for intervention.
· The intervention might not always be effective in the long run.
4. Crawling Peg
A crawling peg is a system where a country's currency is adjusted periodically in small amounts, typically in response to changes in inflation or other economic indicators. It allows for a gradual adjustment to the currency's value without the volatility of a fully floating exchange rate (Krugman, & Obstfeld, 2020).

· Advantages:
· Provides more stability than a floating rate system.
· Allows gradual adjustment, reducing shock to the economy.
· Disadvantages:
· Less flexible than a free-floating system.
· Potential for speculative attacks if investors believe the currency will be devalued.
5. Currency Union (or Common Currency)
A currency union occurs when multiple countries adopt a single, shared currency. The exchange rate between the participating countries becomes fixed, as all countries use the same currency. The most prominent example of a currency union is the Eurozone, where 19 European Union countries use the euro (Eichengreen, 2021).
· Advantages:
· Eliminates exchange rate risk within the union.
· Facilitates economic integration among member states.
· Disadvantages:
· Loss of individual monetary policy autonomy.
· Economic problems in one country can affect all countries in the union.
2.1.6	Developments in Exchange Rate Policy in Nigeria
The objectives of an exchange rate policy include determining an appropriate exchange rate and ensuring its stability. Over the years, efforts have been made to achieve these objectives through the applications of various techniques and options to attain efficiency in the foreign exchange market. Exchange rate arrangements in Nigeria have transited from a fixed regime in the 1960s to a pegged regime between the 1970s and the mid-1980s and finally, to the various variants of the floating regime from 1986 with the deregulation and adoption of the structural adjustment programme (SAP). A managed floating exchange rate regime, without any strong commitment to defending any particular parity, has been the most predominant of the floating system in Nigeria since the SAP.
Following the failures of the variants of the flexible exchange rate mechanism (the AFEM introduced in 1995 and the IFEM in 1999) to ensure exchange rate stability, the Dutch Auction System (DAS) was re-introduced on July 22, 2002. The DAS was to serve the triple purposes of reducing the parallel market premium, conserve the dwindling external reserves and achieve a realistic exchange rate for the naira. The DAS helped to stabilize the naira exchange rate, reduce the widening premium, conserve external reserves, and minimize speculative tendencies of authorized dealers. The foreign exchange market has been relatively stabilized since 2003.
As indicated by Mordi (2006), The conditions that facilitated the re-introduction of DAS in 2002 included, the external reserve position which could guarantee adequate funding of the market by the CBN; reduce inflationary pressures; instrument autonomy of the CBN and its prompt deployment of monetary control instruments in support of the DAS as well as the bi-weekly auctions as against the previous fortnightly auctions, thus assuring a steady supply of foreign exchange.
In order to further liberalize the market, narrow the arbitrage premium between the official inter-bank and bureau de change segments of the markets and achieve convergence, the CBN introduces the Wholesale Dutch Auction System (WDAS) on February 20, 2006. This was meant to consolidate the gains of the retail Dutch Auction System as well as deepen the foreign exchange market in order to evolve a realistic exchange rate of the naira. Under this arrangement, the authorized dealers were permitted to deal in foreign exchange on their own accounts for onward sale to their customers. These exchange rate regimes have had some implication for economic performance. This is discussed in the ensuing section.
2.1.7	Exchange Rate Movement and Macroeconomic Performance
Contained in Figure 1 is a graphical illustration of exchange rate movements and selected macroeconomic variables. Analysis of Nigeria‘s exchange rate movement from 1970- 2010suggests a causal relationship between the exchange rate movements and macroeconomic aggregates such as inflation, fiscal deficits and economic growth. Evidently, the persistent depreciation of the exchange rate trended with major economic variables such as inflation, GDP growth, and fiscal deficit/GDP ratio. In this context, the exchange rate movement in the 1990‘s trended with inflation rate. A close observation of Figure 1 indicates that during periods of high inflation rate, volatility in the exchange rate was high, which was also reversed in a period of relative stability. For instance, while the inflation rate moved from 7.5 per cent in 1990 to 57.2 per cent and 72.8 per cent in 1993 and 1995 respectively, the exchange rate moved from N8.04 to$1 in 1990 to N22.05 and N81.65 to a dollar in the same period. When the inflation rate dropped from 72.8 per cent in1995 to 29.3 per cent and 8.5 per cent, in 1996 and 1997 respectively, and rose thereafter to 10.0 per cent in 1998 and averaged 12.5 per cent in 2000- 2009, the exchange rate trended in the same direction. A similar trend was observed for fiscal deficit/GDP ratio and GDP growth rate.
2.1.8	Concept of Exchange Rate Fluctuation
The foreign exchange market is characterized by volatility and uncertainty which makes the prediction of future prices difficult. These fluctuations pose a threat to importers and exporters engaging in international business as they are naturally exposed to currency risks (Allayannis, Ihuing & Weston, 2016). Manufacturing companies are vulnerable to potential gains and losses due to changes in the values of their raw materials and purchase prices that are denominated in foreign currencies. Thus, exportation and importation activities expose these firms to foreign exchange risks. Exchange rate volatility refers to the unpredictable movement of exchange rates in the global foreign exchange market. Thus, exchange rate volatility indicates the degree of variability of the exchange rate from time to time.
Exchange rate fluctuation does not only affect economic growth but also the performance of firms (Ayobami, 2019). For instance, exchange rate depreciation increases the cost of imported capital goods for manufacturing firms, and this results in a fall in domestic investment. Moffett, Stonehill, and Eiteman (2017) categorized exchange rates into four types which include; the fixed exchange rate which is controlled by the government and dependent on a country's reserves for a specific period.
The managed floating exchange rate is the rate based on the demand and supply of specific currencies under certain interactions of the government. Freely floating rate is the exchange rate that fully relies on the force of demand and supply at an open market, without any government interaction.
2.1.9	Exchange Rate Fluctuations and Economic Development in Nigeria
Economic development refers to an economy's progress as a result of favourable circumstances, such as the progress made by the United Kingdom during the Industrial Revolution. In rich countries, increasing income levels is referred to as "economic growth," while in impoverished countries it is referred to as "economic development" (Thomas, 2019). According to Hicks (1987), the problems of developing countries are related to the development of unused resources even though their uses are well-known, whereas the problems of developed countries are related to growth, with the majority of their resources already known and developed to a large extent.
Fluctuations, positive or negative, are not desirable to producers of export products as it has been found to increase risk and uncertainty, international transactions. Findings by the International Monetary Fund (IMF) (1984) revealed that these fluctuations include undesirable macro-economic phenomena inflations though observed positive effect of exchange rate fluctuations on export trade in European Union countries (Egbujor, 2012). Walsh and Yu (2010) viewed the effect of these fluctuations from first its impact on foreign direct investment where they noted that low exchange rate favour the importation of production, machinery and production export in periods of high foreign exchange rate. Furthering, Ford and Stein (1991) found a strong evidence of a weak host country increase inward model as depreciation (down change in exchange rate) make a host country less expensive.
2.1.10	Exchange Rate Policy in Nigeria
In Nigeria today, exchange rates and its constant movement is of great importance to the general public because one way or the other its fluctuation has an effect on the competence of the economy to attain optimal productive capacity. This is alarming given its macroecono mic importance specifically in a high import dependent country like Nigeria (Olisadebe, 2013). The Exchange rate reflects the ratio at which one currency can be exchange with another currency, namely the ratio of currency prices. It is the value of a foreign nation’s currency in terms of the home nation’s currency. It also specifies how much one currency is worth in terms of the other. A correct or appropriate exchange rate has been one of the most important factors for economic growth in the economies of most developed countries, whereas regular fluctuations or inappropriate exchange rate has been a major obstacle to economic growth of many African countries of which Nigeria is inclusive.
Since Nigeria’s independence in October 1960, her monetary authorities has pursued vigorously the objectives of internal and external balance in a desperate bid to raise the standard of living, alleviate poverty and acquire economic and political power, stability and prestige. They did this by administratively adjusting the foreign exchange rate of the domestic currency Visa Vis the p eculiar and prevailing economic situations (Osuka s& Osuji, 2008)
Exchange rate arrangements in Nigeria have transited from a fixed regime in the 1960s to a pegged regime between the 1970s and the mid 1980s and finally, to the various variants of the floating regime from 1986 with the deregulation and adoption of the structural adjustment programme (SAP). A managed floating exchange rate regime, without any strong commitment to defending any particular parity, has been the most predominant of the floating system in Nigeria since the SAP.
Following the failures of the variants of the flexible exchange rate mechanism (the AFEM introduced in 1995 and the IFEM in 1999) to ensure exchange rate stability, the Dutch Auction System (DAS) was reintroduced on July 22, 2002. The DAS was to serve the triple purposes of reducing the parallel market premium, conserve the dwindling external reserves and achieve a realistic exchange rate for the naira. The DAS helped to stabilize the naira exchange rate, reduce the widening premium, conserve external reserves, and minimize speculative tendencies of authorized dealers. The foreign exchange market has been relatively stabilized since 2003. As indicated by Mordi (2006), The conditions that facilitated the reintroduction of DAS in 2002 included, the external reserve position which could guarantee adequate funding of the market by the CBN; reduce inflationary pressures; instrument autonomy of the CBN and its prompt deployment of monetary control instruments in support of the DAS as well as the bi weekly auctions as against the previous fortnightly auctions, thus assuring a steady supply of foreign exchange.
2.1.11	Impact of Exchange Rate Fluctuation on Selected Macroeconomic Indicators in Nigerian
The Nigerian economy has been planned to become a developed economy in the world by the year 2050 (Obi et al., 2016). An important route to achieving this vision is to pursue a quick and sustained economic growth and development through a wellmanaged exchang e rate policy. An illman aged exchange rate policy could have a negative effect on economic growth and development (Rodrik, 2008; Kalu et al., 2019). The exchange rate is therefore an international price measure for the competitiveness of an economy. The exchange rate also plays an important part in the allocation of income, spending and production of goods and services. It influences the flow of goods, services, and capital in a country. It has a strong influence on balance of payments, inflation and other macroeconomic variables (Takaendesa, 2006). The choice and management of an effective exchange rate regime is vital to attain macroeconomic stability, growth and development.
Since the end of the Bretton Woods, several developed and developing economies had adopted the floating exchange rate system. Since then, the impact of exchange rate fluctuations on price and aggregate output had attracted several studies. Empirical studies which sought to determine the reasons of these fluctuations have generally based on two main approaches. The first approach suggested that real exchange rate fluctuations are caused by nominal shocks. The second approach suggested that real shocks are productivity motivated (Inoue and Hamori, 2009). The exchange rate policy in Nigeria has fluctuated between the fixed exchange rate system and a market based (flexible) exchange rate system. The fixed exchange rate system was introduced during the post independence era in 1960 while the market based exchange rate system was introduced from 1986 during the structural Adjustment Programme (SAP) era. There have however been controversies (in respect to production of goods and services) under the flexible and fixed exchange rate system. Several exchange rate reforms which had been introduced were aimed at setting the Nigerian economy on the path of macroeconomic stability, recovery and sustainable development (Bakare, 2011). The economy has however degenerated in terms of macroeconomic performances.
Several exchange rate regimes had brought in exchange rate volatilities and uncertainties. The volatilities in exchange rates could be explained in two ways. The first reflects systematic movement of the exchange rate and the second; exchange rate volatility. Exchange rate volatility determines economic performance by influencing savings, lending rate and inflation. The exchange rate policies in Nigeria have changed over the years. It has changed from a fixed exchange rate system in 1960 when it was solely linked with the British Pounds. By 1967, following the depreciation of the British Pounds, the US dollar was included in the parity system. By 1972, the parity system with the Pound Sterling was suspended due to the rise of the stronger US dollar. In 1973, Nigeria returned to the fixed exchange rate system linked to the British Pound as a result of the US dollar devaluation. In 1974, the Naira was tied to both the pound and dollar. During the 1970s, there were frequent increases in value of the naira occasioned by increases in the price of crude oil in the world market. This led to overreliance on imports, capital flight and reduction of nonoil exports. This created balance of payments imbalance and depletion of external reserves. This also led to the demise of critical sectors of the economy such as the agricultural sector (Osaka et al., 2021). In 1978, the Nigerian currency was pegged to a basket of 12 foreign currencies. This was however neglected in 1985 in favour of quoting the naira against the dollar. Before 1986, the exchange rate policies created the problem of over valuation of the naira.
2.1.12	Relationship between Economic Growth and Volatile Exchange Rate
The relationship between exchange rates and economic growth is a focal point in finance and international commerce literature. Research highlights both the long-term correlation of exchange rates with macroeconomic fundamentals and their short-term irrationality. For example, Alagidede and Ibrahim (2016) utilized a vector error correction model (VECM) on data from 1980–2013 to evaluate the impact of exchange rate volatility on Ghana's economy, revealing that excessive volatility negatively influenced growth. Conversely, Vieira et al. (2016) observed that fluctuating exchange rates could have positive effects on GDP, although controlling this volatility had minimal impact on economic variables in their model. The relationship between economic growth and exchange rate volatility extends beyond growth figures. For instance, Khan et al. (2020) posited that trade and foreign direct investment (FDI) are critical to understanding economic growth. Technological advancements and efficient resource allocation can mitigate some adverse effects of exchange rate volatility. Moreover, Oseni (2016) demonstrated the adverse effects of fluctuating exchange rates on the manufacturing sector in Sub-Saharan Africa, highlighting the complex and multifaceted impacts of currency fluctuations on economic performance. Exchange rate volatility also affects consumption and investment decisions, as shown by Hamidu et al. (2023) and Majee (2023), who discussed its implications for GDP and product pricing in African nations. Conversely, Magwedere and Chisasa (2023) noted that exchange rate fluctuations could boost credit scores, potentially benefiting banking sectors by influencing interest rates and internal systems.
2.1.13	Identification and Comparison of GDP Growth Rate and Factors Affecting It in Developing Economies
Several factors influence GDP growth rates in developing economies, with labour productivity and working hours being primary determinants. Stoica et al. (2020) noted that developing economies could replicate production methods, institutional frameworks, and technologies from developed countries, enhancing their GDP growth rates. For instance, Joshi et al. (2023) observed that Asia and Oceania experienced a GDP growth rate of 5.3%, while American developing economies saw a more modest increase of 0.7%.
The GDP growth rate in developing countries has been significantly influenced by factors such as the rule of law, government size, consumption levels, life expectancy, investment rates, democracy, inflation, and trade openness (Ahmad et al., 2022). In Tanzania, for example, GDP is heavily influenced by consumption and exports, with political instability and external economic shocks contributing to GDP fluctuations (Calabrese et al., 2019).
Country-specific analyses further reveal diverse growth patterns. India's economy, for example, grew by 6.1% year-on-year, while Brazil's GDP in 2021 was $1.61 trillion, highlighting the varied economic trajectories of developing nations (Team, 2023). China's GDP growth is largely driven by agricultural services, reflecting the importance of sectoral contributions to national economic performance (Kharazishvili et al., 2020). Factors such as industrialisation, domestic demand, and income services play pivotal roles in stimulating GDP growth in developing countries. For instance, Mexico's economy relies heavily on agriculture, while Arabia's GDP was estimated at $833.54 billion in 2021, underscoring the importance of sector-specific strategies for economic development (Team, 2023).


2.1.14	Challenges Faced by Developing Economies under the Influence of Fluctuation in the Exchange Rate
Developing economies face multiple challenges due to exchange rate fluctuations, including increased import costs, inflation, debt burdens, reduced export competitiveness, policy challenges, and market volatility.
Import Costs and Inflation: Currency depreciation often leads to higher import costs, which can trigger inflation. In Nigeria, for example, inflationary pressures exacerbated by exchange rate volatility have led to price instability and reduced purchasing power (Musa, 2021). Similar trends have been observed in India, where exchange rate fluctuations have contributed to inflation and economic instability.
Debt Burden: Many developing economies carry significant foreign debt, often denominated in foreign currencies. Exchange rate fluctuations can increase the burden of servicing this debt, as seen in emerging markets where debt levels have reached their highest point in 50 years (Kose et al., 2022). Countries like Nigeria have experienced increased financial strain due to rising foreign debt, which hampers economic growth and development. Export Competitiveness: Fluctuating exchange rates can undermine export competitiveness by making goods more expensive in international markets. Turkey, for example, has struggled with reduced competitiveness due to the appreciation of its currency (Atta, 2017). Similarly, Indonesia has seen its GDP  decline due to a combination of reduced exports and domestic consumption pressures (Sugiharti et al., 2020).
Policy Challenges: Managing exchange rate fluctuations poses significant challenges for policymakers in developing economies. Balancing exchange rate stability, inflation control, and economic growth requires careful policy design, as seen in Bangladesh's response to inflation through flawed banking policies (The Financial Express, 2023). Central banks often intervene in foreign exchange markets to stabilize rates, but such interventions can deplete foreign reserves, further complicating policy decisions.
Uncertainty and Market Volatility: Exchange rate volatility introduces uncertainty in financial markets, affecting investor confidence and business planning. In Turkey, for example, excessive volatility has delayed investment decisions, leading to economic uncertainty and reduced productivity (Kilicarslan, 2018). This uncertainty complicates macroeconomic policy and disrupts the broader economic environment, making it difficult for companies to manage costs and revenues effectively.
2.2 THEORETICAL FRAMEWORK
2.2.1 Fisher Effect Theory
The Fisher Effect is an economic theory created by economist Irving Fisher in 1930 that describes the relationship between inflation and both real and nominal interest rates. The Fisher Effect states that the real interest rate equals the nominal interest rate minus the expected inflation rate. Therefore, real interest rates fall as inflation increases, unless nominal rates increase at the same rate as inflation. The supposition was developed by Fisher (1930) based on some assumptions that in an economy, information concerning the expectations of inflation and interest rates are captured, and all market participants have access to all the information in the market. The author is of the view that, all things being equal, the change of nominal interest and inflation rates will certainly affect a country currency and the deposit rate because a change in one will eventually result to change on another thereby influencing some sectors of the economy either positively or negatively (Idaka, Ugwoke, Iteh & Onyeanu, 2021).
Considering the fact that inflation is the fact of life in economies, and because of the difference between nominal and real interest rate, which affects all inter temporal savings and investment decisions in the economy, the understanding of the Fisher link- the inflation, nominal and real interest rate- is the key to gaining knowledge about how each economy runs as a whole and how different economies interact. The Fisher effect theory also stated that the real and monetary sector rates do not have any relationship. However, this assumption in real life situation might not hold because when there is a shift in the monetary policy rate, there is that tendency that the real rate will shift since a rise or decline in the monetary policy rate will determine the direction of the real rate in the open market.
The true situation of interest rate in Nigeria is that a rise in interest rate usually results to decrease in performance because many firms have gone moribund by reporting negative profit which adversely affected the asset base of the entities (Idaka, Ugwoke, Iteh & Onyeanu, 2021).
2.2.2 Purchasing Power Parity (PPP) Theory
Purchasing Power Parity (PPP) theory is a work that is generally attributed to Cassell’s writing in the 1920s, although its intellectual origin dated back to the early writings of the 19th century British economist (Cassel, 1920). The theory proposes that exchange rate is the exchange rate between two currencies which would equate the two relevant national price levels if expressed in a common currency at that rate, so that the purchasing power of a unit of one currency would be the same in both economies. This concept of PPP is often termed ‘absolute PPP’. Another variant of PPP is known as the ‘relative PPP’ which is said to hold when the rate of depreciation of one currency relative to another matches the difference in aggregate price inflation between the two countries concerned. If the nominal exchange rate is defined simply as the price of one currency in terms of another, then the real exchange rate is the nominal exchange rate adjusted for relative national price level differences. When PPP holds, the real exchange rate is a constant so that movements in the real exchange rate represent deviations from PPP. Hence, a discussion of the real exchange rate is tantamount to a discussion of PPP (Idaka, Ugwoke, Iteh & Onyeanu, 2021).
The PPP relationship becomes a theory of exchange rate determination by introducing assumptions about the behaviour of importers and exporters in response to changes in the relative costs of national market baskets. Therefore, PPP maintains its ground that in the longrun, identical products and services in different countries should cost the same. This is based on the principle that exchange rates will adjust to eliminate the arbitrage opportunity of buying cheaper goods or services in one country and selling it at increased prices in another, with the assumption of no tariffs, transportation costs, transaction costs and the existence of competitive markets for the goods and services in all countries. PPP theory constitutes one of the fundamental building blocks in modelling the theories of exchange rate determination as it enjoys significance in exchange rate literature and has far reaching implications at the theoretical, empirical and policy levels (Idaka, Ugwoke, Iteh & Onyeanu, 2021).
2.2.3 Optimal Currency Area Theory
Mundell's Optimal Currency Area (OCA) theory, introduced in 1961, provides a foundation for a nation's exchange rate strategy (Drossart-Demond, 2022). The theory suggests that countries should ensure the stability of trade and business cycles, supported by market openness, shock symmetry, and labor mobility. It advocates that economies can grow in output and trade under a fixed exchange rate regime, reducing uncertainty and encouraging foreign investment (Iheanachor and Ozegbe, 2021). The OCA theory emphasizes that currency implementation should be region-based rather than country-based, aiming to enhance financial stability. However, it also highlights challenges like labor market flexibility, which can impact GDP stability.
Key criteria for OCA include labor mobility, pricing, wages, and economic similarities. Nations must establish robust labor laws, pricing, and wage policies to support business processes and ensure economic stability (Dufour, 2023). For Nigeria, adopting the OCA framework presents challenges due to its low GDP and high poverty levels. With an exchange rate of 1 USD to 776.50 NGN, the country's poor investment environment complicates its entry into international markets (Exchange Rates, 2023). OCA could strain Nigeria's economy, risking bankruptcy. Instead, Nigeria should focus on financial growth strategies to stabilize its exchange rate and support international investments, considering the potential outcomes of OCA before implementation (Pasara and Garidzirai, 2020).
2.3 EMPIRICAL REVIEW
Nwobia, Ogbonnaya and Okoye (2020) examined the effect of exchange rate fluctuation on Nigeria external trade from 2000 to 2019. The study made use of secondary data sourced from central bank of Nigeria statistical bulletin of various issues from 2000 being the year of monetary authority regime of flexible exchange rate to 2019. The correlation and regression analysis of the Ordinary Least Square (OLS) were used to analyze the data. The result shows that the three variables; have significant effect on the Gross Domestic Product (GDP). Exchange rate has a negative effect on the GDP because as it increases, the external trade is negatively affected.
Ugochukwu (2015) sought to evaluate the effect of exchange rate fluctuation on economic growth in Nigeria on the basis of annual data from 1980 to 2012. The empirical analysis began with testing for stationarity of the variables by applying the Augmented Dickey-Fuller (ADF). This was followed by co-integration test of the model. The unit root test results show that all variables were integrated at order one, that is 1(1). Also, co-integration analysis indicated that variables are co-integrated. Employing the Generalised Autoregressive Conditional Heteroscedasticity (GARCH) technique to generate exchange rate volatility, the relationship between exchange rate volatility and economic growth was estimated. Findings further show that in the short run, economic growth is negatively responsive to exchange rate volatility in Nigeria case while in the long run, a negative relationship exists between the two variables in the Nigerian economy. The result also indicates that foreign direct investment depresses economic growth in Nigeria. 
Uduakobong and Enobong (20 t to: examine the relationship between exchange rate and economic growth: and also to determine the nature and the direction of causality between exchange rate and economic growth in Nigeria. Employing the Ordinary Least Square (OLS) technique and the Granger Causality Test, the study revealed the existence of a positive and insignificant relationship between exchange rate and economic growth in Nigeria. The results also indicate that there is no causality between exchange rate and economic growth in Nigeria. In view of the fact that exchange rate stability is absolutely imperative for macroeconomic stability, the study recommends amongst others that government should adopt appropriate monetary and Fiscal policies that will not only ensure a realistic and stable exchange rate but will also serve to foster economic growth in Nigeria. 
Babtunde, Abuh, Ekpenyong and Ehinomen (2016) focused their study on the nexus between exchange rates and economic growth in Nigeria over the period of 1978 to 2014. Data from Nigeria were analyzed using Ordinary Least Square (OLS) method and it was discovered that Exchange Rates positively and significantly influences Economic Growth. The study revealed the non-spuriousness of our regression via the stationarity of the residuals. Cointegration technique employed also showed the long-run equilibrium among the series used.
Danladi, Akomolafe, Bablola and Akpan (2016) evaluated the impact of exchange rate volatility on international trade in Nigeria on the basis of annual data from 1980 to 2013, which was obtained from World Bank Development Indicators (WDI). Exchange rate volatility was used to capture the long- run and short-run relationship between exchange rate volatility and international trade. The co-integration test indicated that the variables are co-integrated which implies that a long-run relationship exist between the variables while the granger causality test showed that a causal relationship exist between international trade and exchange rate volatility. It was observed form the ECM analysis that exchange rate volatility negatively affects international trade. The study therefore recommend that the government should put in place exchange rate and trade policies that will promote greater exchange rate stability and trade conditions that will promote domestic production in the economy. In other to achieve this, the government should provide efficient infrastructural services like energy resources.
Emerah, Adeleke and David (2015) study 15) analysed the relationship between exchange rate movements and economic growth in Nigeria using annual data spanning 1970-2011. Specifically, the study sough
 was aimed at determining the relationship among gross domestic product, exchange rate, imports, exports and inflation rate in Nigeria. The period of study was 1986-2013. Secondary data were obtained from the Central Bank of Nigeria and National Bureau of Statistics. The Ordinary Least Squares Multiple Regression was used for the analysis. Unit root test was also carried out. The result indicated that there is a significant positive relationship among Gross Domestic Product, exchange rate and exports. The F-statistic showed that all the independent variables were jointly significant in explaining the growth of the Nigerian economy. It is therefore concluded that exchange rate volatility has impact on the growth of the Nigerian economy during the period under review. 

CHAPTER THREE
METHODOLOGY
3.1 Introduction
Research is an important tool for advancing knowledge, promoting progress and for enabling man to relate more effectively to his environment in order to accomplish his purposes and to resolves his conflicts. Basically, this chapter is concerned with the methods used in collecting, analyzing and interpreting the data for the study. Therefore, it contains the research design, population of the study, sample techniques and sampling size, source and method of data collection, techniques of data analysis as well as variables of the study.
3.2	Research Design 
The main sources of data collection for this study are both primary and secondary source. The primary source: involved administration of questionnaire and interview of personnel in the case study Olam Cashew
The secondary source; The secondary source data were obtained from all relevant literature in relate field, the study was conducted with a view  to providing concrete evidence of Accounting Information as a tool for decision making process in the manufacturing sector 
3.3	Population of the Study
Since the case study is employed to conduct the research, the population of this research works therefore, consists of all staffs of Olam Cashew. However, efforts were focused mainly on management staff that involve in decision making. Thus, the total population of Olam Cashew is 205, according to Human resources manager (2024).
3.4 Sample Size and Sampling Techniques 
Sampling is the selection of a number of units of analysis for a study so that the findings of the representatives represent the population from which they are selected (Mugenda and Mugenda, 2018). Sampling is seen as the act process or technique of selecting a suitable sample or representative part of a population for the purpose of examining parameters or features of the whole population (Mark et al. 2019).
Using appropriate sampling methods will allow researchers the possibility to reduce cost, speed and efficiency in data collection hence resulting in information accuracy. The study used a random sampling technique to select the Staffs for gathering information. 
[bookmark: page94]In many instances, researchers are not under compulsion to investigate the whole elements in a research universe. This happens in researches that involve large number of people, objects or events. In a case where the population is not too much, a census may be conducted. This means interviewing or surveying the opinions of all the members of the group. But where the number involved is large, a certain portion of the population is selected for closer investigation. This chosen portion is called the sample. The choice of research sample size is another important aspect of the research process. One basic fact is that the sample size must be adequate. In determining the number of respondents to include in the study, the Taro Yamane’s equation was used. (Yamane, 1967) as shown below:
n =		    N
1+N(e)2
Where
N = is the population (205)
1 = is the constant
e = is the degree of error expected (0.05)
n = is the sample size (?)
n =205
     (1+205(0.05)2)
n = 205
     (1+205 (0.0025)
n = 205
       1+0.5125
n = 205
       1.5125
n = 135.6
The calculated sample size is 100 Staffs which were randomly selected to get the relevant information for the study.
3.5 Method of Data Collection
QUESTIONNAIRE:- This is an important tool that research used for the collection of data through instrument It is an outline of what information and other  framework of which the data is built.  The questionnaire was designed in such a way that all relevant information required for the research project was easily obtained. The questionnaire was easily drinking in order that all required information would be supplied either directly were avoided in order to ensure maximum co-operation of the respondent
Interview Method
	This is a method of data collection which involves face contact between interviewer and respondents. This enable the research in interact directly those personnel concerned with the required information.
Observation Methods
 In this proves the research was able to share in life and activities of the event being studies during the research exercise. This gave the research the opportunity to assess the personal on due and to watch the saucing activities as they are being performed in the company under study.
3.6	Research Instrument 
The method of data collection provide information on how necessary detail have been obtained and on which the result and conclusion from the study are based. In this research exercise data were collected from both primary and secondary sources.
PRIMARY DATA: these are data collected in order to address a specific research objective, this is in indirect strutting of unrefined, unprocessed information that will aid the process of the research work. They the person that collected them and they relate to the problem at hand.
They are usually obtained through personal interval telephone interview and questions.
Secondary data:- his refers to these data that are already gathered and made available having been collected for another purpose but found to be useful to the problem at hand, information generated from secondary data has research mind to the relevant as regarded.
3.7	METHOD OF DATA ANALYSIS
The researcher employed the use of inferential techniques of data analysis like tables, percentages and measure of central tendency such as means, for purposeful  analysis, response to the different sections or parts of the questionnaire were analyze in frequency and percentages. 
Hypothesis testing was done using the student distribution as 5% alpha level or 95% level of confidence. The formula for: 
T= Distribution is given by; 
T cal =   n(x-v)
		S
The degree of freedom is calculated as n-1, where: 
T cal = T – Distribution calculated
N = number of observation
 X = sample mean   FX
			NXi
U = population mean Xip
	n
S = standard deviation. 
Source; Adebayo and Nwosu2021






CHAPTER FOUR
DATA PRESENTATION, ANALYSIS AND INTERPRETATION OF FINDINGS
4.1 Introduction
This chapter deals with the data presentation, data analysis and interpretation where proper analysis and interpretation of data is done. The first section presents the general information about respondents.
4.2 DATA ANALYSIS AND INTERPRETATION
Table 4.3.1 Sex of the respondents
	Valid
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	
	Male
	45
	44.1
	44.1
	44.1

	
	Female
	55
	54.9
	54.9
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: Field Survey, 2025
From the table above, out of 100 questionnaire, 45 (44.1%) were male and 55 (54.9%) are female 
4.3.2: Age distribution of respondents
	Age

	Valid

	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	
	18-24
	51
	50.0
	50.0
	50.0

	
	25-32
	33
	32.4
	32.4
	82.4

	
	33-45
	12
	11.8
	11.8
	94.1

	
	46 above
	6
	5.9
	5.9
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: Field Survey, 2025
The table above shows the age distribution of the respondents. It varies between age 18 to 46 above. The age frequency of 18-24 is 51 (50%), between 25-32 is 33 (32.4%), between 33-45 is 12 (11.8%), from 46 above is 6 (5.9%). The age between 18-24 which is 51 with (50.0%) is the highest age of the respondents.
4.3.3: Religion of the respondents
	Religion

	Valid
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	
	Christian
	36
	35.3
	35.3
	35.3

	
	Muslim
	61
	59.8
	59.8
	95.1

	
	Others
	3
	2.9
	2.9
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: Field Survey, 2025
The table above shows the religion of the respondents with Christian having the frequency of 36 with (35.3%) while the Muslim having 61 (59.8%).
4.2.4: Marital Status of the respondents
	Marital status

	Valid
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	
	Single
	56
	54.9
	54.9
	54.9

	
	Married
	43
	42.2
	42.2
	97.1

	
	Divorce
	3
	2.9
	2.9
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: Field Survey, 2025
The table 4.2.4 shows the marital status of the respondents with single having 56(54.9%), married 43(42.2%) while divorce has 3 (2.9%) respectively.
4.3.5: Education level of respondents
	Education level

	Valid
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	
	S.ce
	29
	28.5
	28.5
	28.4

	
	Nce
	25
	26.5
	26.5
	54.9

	
	B.sc/Hnd
	13
	12.7
	12.7
	67.6

	
	Masters
	33
	32.5
	32.5
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: Field Survey, 2025
Education level of respondents varied from Ssce to Masters. 29 (28.5%) had S.ce, 25 (24.5%) had Nce, 13 (12.7%) had B.sc/hnd, 33 (32.4%) had Masters. This shows that respondents with masters had the highest percentage.
SECTION B
4.3.7: Responses to Question 1
	Value Fluctuations in exchange rate significantly affect the GDP of the area 

	Valid
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	
	Strongly Disagree
	7
	6.9
	6.9
	6.9

	
	Disagree
	9
	8.8
	8.8
	15.7

	
	Undecided
	15
	14.7
	14.7
	30.4

	
	Agree
	40
	41.2
	41.2
	71.6

	
	strongly agree
	29
	28.4
	28.4
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: Field Survey, 2025
The table above shows that 29 (28.4%) respondents strongly agree with the question above, 40 (41.2%) respondents also agree with the same opinion, while 15(14.7%) where undecided, 9(8.8%) respondents disagree and also 7 (6.9%) respondents strongly disagree. 
4.3.8:  Responses to Question 2
	A depreciation in local currency leads to lower economic growth 

	Valid
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	
	strongly disagree
	2
	2.0
	2.0
	2.0

	
	Disagree
	7
	6.9
	6.9
	8.8

	
	Undecided
	13
	12.7
	12.7
	21.6

	
	Agree
	50
	49.0
	49.0
	70.6

	
	strongly agree
	30
	29.4
	29.4
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: Field Survey, 2025
The table above shows that 30(29.4%) respondents strongly agree to the above question 50 (49%) agree, while 13 (12.7%) remain undecided,7 (6.9%) disagree and 2 (2%) strongly disagree. 
4.3.9: Response to Question 3
	Customers value creation competence have effect on the perception of the selling firm

	Valid
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	
	Strongly disagree
	1
	1.0
	1.0
	1.0

	
	Disagree
	7
	6.9
	6.9
	7.8

	
	Undecided
	21
	22.5
	22.5
	30.4

	
	Agree
	56
	54.9
	54.9
	85.3

	
	strongly agree
	15
	14.7
	14.7
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: Field Survey, 2025
The table shows 15(14.7%) strongly agree to the above question 56(54.9%) agree, while 21 (22.5%) remain undecided, 7 (6.9%) disagree and 1 (1%) strongly disagree.
4.3.10: Response to Question 4
	An appreciation of the local currency positively influences GDP

	Valid
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	
	Strongly Disagree
	2
	2.0
	2.0
	2.0

	
	Disagree
	13
	12.7
	12.7
	14.7

	
	Undecided
	11
	11.8
	11.8
	26.5

	
	Agree
	40
	40.2
	40.2
	66.7

	
	strongly agree
	34
	33.3
	33.3
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: Field Survey, 2025
The table above shows 34(33.3%) strongly agree to the above question, 40 (40.2%) agree, while 11 (11.8%) remain undecided, 13 (12.7%) disagree and 2 (2%) strongly disagree.
4.3.11: Response to Question 5
	Exchange rate volatility increases uncertainty in economic planning

	Valid
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	
	Strongly Disagree
	6
	5.9
	5.9
	5.9

	
	Disagree
	8
	7.8
	7.8
	13.7

	
	Undecided
	17
	16.7
	16.7
	30.4

	
	Agree
	52
	51.0
	51.0
	81.4

	
	strongly agree
	17
	16.7
	18.6
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: Field Survey, 2025
The above table shows that 17 (16.7%) respondents strongly agree on the above question, 52 (51%) majority agree, 17(16.7%) remain undecided, 8 (7.8%) disagree and 6 (5.9%) strongly disagree to the statement.
4.3.12: Response to Question 6
	 The export sector in the study area is highly sensitive to exchange rate

	Valid
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	
	Strongly Disagree
	2
	2.0
	2.0
	2.0

	
	Disagree
	8
	7.8
	7.8
	9.8

	
	Undecided
	17
	16.6
	16.6
	26.4

	
	Agree
	49
	48.0
	48.0
	76.5

	
	strongly agree
	24
	23.5
	23.5
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: Field Survey, 2025
The table indicate that 24 (23.5%) strongly agree, 49 (48%) agree, 17 (16.6%) undecided, 8 (7.8%) disagree and 2 (2%) strongly disagree to the above question.
4.3.13: Response to Question 7
	Changes in exchange rate have a significant impact on the GNP of the study area 

	Valid
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	
	Strongly Disagree
	2
	2.0
	2.0
	2.0

	
	Disagree
	7
	6.9
	6.9
	8.8

	
	Undecided
	26
	25.5
	25.5
	34.3

	
	Agree
	41
	40.5
	40.5
	74.8

	
	strongly agree
	24
	23.5
	23.5
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: Field Survey, 2025
The table above shows 24 (23.5%) strongly agree to the question, 41 (40.5)% agree, undecided is 26 (25.5%), 7 (6.9%) with disagree and 2 (2%) is strongly disagree to the statement.
4.3.14: Response to Question 8
	Exchange rate fluctuations directly influence income from remittances and national earnings 

	Valid
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	
	Strongly Disagree
	4
	3.9
	3.9
	3.9

	
	Disagree
	16
	15.7
	15.7
	19.6

	
	Undecided
	17
	16.7
	16.7
	36.3

	
	Agree
	37
	36.3
	36.3
	72.5

	
	strongly agree
	28
	27.5
	27.5
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: Field Survey, 2025
The above table shows that 28(27.5%) respondents strongly agree that, on the question above 37(36.3%) majority agree, 17(16.7%) remain undecided, 16 (15.7%) disagree and 4 (3.9%) strongly disagree to the statement.
4.3.15: Response to Question 9
	A stable exchange rate encourages international business, thus increasing GNP

	Valid
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	
	Strongly Disagree
	4
	3.9
	3.9
	3.9

	
	Disagree
	14
	13.7
	13.7
	17.6

	
	Undecided
	10
	9.8
	9.8
	27.5

	
	Agree
	55
	53.9
	53.9
	81.4

	
	strongly agree
	17
	16.6
	16.6
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: Field Survey, 2025
According to the table above 17 (16.6) strongly agree, 55 (53.9%) agree to the above question while 14 (13.7%) disagree with the question 10 (9.8%) remain undecided and 4 (3.9) strongly disagree 
4.3.16: Response to Question 10
	Foreign income earned by residents abroad is affected by exchange rate changes.

	Valid
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	
	Strongly Disagree
	2
	2.0
	2.0
	2.0

	
	Disagree
	12
	11.8
	11.8
	13.7

	
	Undecided
	22
	21.5
	21.5
	35.2

	
	Agree
	41
	40.5
	40.2
	77.5

	
	strongly agree
	23
	22.5
	22.5
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: Field Survey, 2025
The table shown above presents the responses at 23 (22.5%) strongly agree, 41 (40.5%) agree that the above question, while 12 (11.8) disagree 22 (21.5%) remain undecided and 2 (2%) strongly disagree
4.3.17: Response to Question 11
	The exchange rate policy of the government influences the national income level

	Valid
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	
	strongly disagree
	5
	4.9
	4.9
	4.9

	
	Disagree
	12
	11.8
	11.8
	16.7

	
	Undecided
	17
	16.6
	16.6
	33.3

	
	Agree
	42
	41.2
	41.2
	76.5

	
	strongly agree
	24
	23.5
	23.5
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: Field Survey, 2025
The table above shows that 24 (23.5%) respondents strongly agree with the above question, 42(41.2%) respondents also agree with the same opinion, while 17(16.6%) where undecided, 12(11.8%) respondents disagree and also 5 (4.9%) respondents strongly disagree. 
4.3.18: Response to Question 12
	Exchange rate fluctuations have a significant impact on unemployment in the study area

	Valid
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	
	Strongly Disagree
	5
	4.9
	4.9
	4.9

	
	Disagree
	13
	12.7
	12.7
	19.6

	
	Undecided
	17
	16.7
	16.7
	36.3

	
	Agree
	44
	43.1
	43.1
	79.4

	
	strongly agree
	21
	20.6
	20.6
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: Field Survey, 2025
The table 4.2.18 shows that 21(20.6%) respondents strongly agree that the above question 44(43.1%) majority agree, 17(16.7%) remain undecided, 13 (12.7%) disagree and 5(4.9%) strongly disagree to the statement.
4.3.19: Response to Question 13
	A stronger (appreciated) currency leads to more job opportunities in the local economy

	Valid
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	
	Strongly Disagree
	6
	5.8
	5.8
	7.8

	
	Disagree
	7
	6.9
	6.9
	14.7

	
	Undecided
	16
	15.7
	15.7
	30.4

	
	Agree
	48
	47.1
	47.1
	77.5

	
	strongly agree
	23
	22.5
	22.5
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: Field Survey, 2025
The table above shows that 23 (22.5%) respondents strongly agree with the above question, 48(47.1%) respondents also agree with the same opinion, while 16 (15.7%) where undecided, 7(6.9%) respondents disagree and also 6 (5.8%) respondents strongly disagree. 
4.3.20: Response to Question 14
	Businesses reduce their workforce in response to unfavorable exchange rate movements

	Valid
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	
	Strongly Disagree
	5
	4.9
	4.9
	4.9

	
	Disagree
	11
	10.8
	10.8
	15.7

	
	Undecided
	26
	25.5
	25.5
	41.2

	
	Agree
	48
	47.1
	47.1
	88.2

	
	strongly agree
	10
	9.8
	9.8
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: Field Survey, 2025
The table above shows that 10 (9.8%) respondents strongly agree to the above question, 48(47.1%) agree, while 26(25.5%) remain undecided, 11(10.8%) disagree and 5(4.9%) strongly disagree.
Exchange rate stability promotes job creation in export-oriented industries
	Valid
	Frequency
	Percent
	Valid Percent
	Cumulative Percent

	
	Strongly Disagree
	2
	2.0
	2.0
	2.0

	
	Disagree
	12
	11.8
	11.8
	13.7

	
	Undecided
	22
	21.5
	21.5
	35.2

	
	Agree
	41
	40.5
	40.2
	77.5

	
	strongly agree
	23
	22.5
	22.5
	100.0

	
	Total
	100
	100.0
	100.0
	


Source: Field Survey, 2025
According to the table shown above presents the responses at 23 (22.5%) strongly agree, 41 (40.5%) agree that the above question, while 12 (11.8) disagree 22 (21.5%) remain undecided and 2 (2%) strongly disagree
4.3 TESTING OF HYPOTHESES
Hypothesis One
Ho1: Exchange rate has no significant impact on the Gross Domestic Product (GDP) in study ara. 
Model Summary							
Model	R	R Square		Adjusted R Square		Std. Error of the Estimate		Durbin-Watson			
1	.587a	.237		-.017		.07727		2.859			
a. Predictors: (Constant), exchange rate							
b. Dependent Variable: Gross Domestic Product						
ANOVAb											
Model		Sum of Squares		Df	Mean Square	    F	Sig.	
1	Regression		.006		1		.006		19.933	.000a	
	Residual		.018		3		.006				
	Total			.023		4						
a. Predictors: (Constant), exchange rate							
b. Dependent Variable: Gross Domestic Product						
Model	Unstandardized Coefficients Standardized Coefficients t	Sig.	
		B			Std. Error		Beta					
1	(Constant)	1.664			.147				11.349		.001	
	value creation	.932			.044		.487		.966		.000	
a. Dependent Gross Domestic Product							
Residuals Statisticsa									
		  Minimum      Maximum		Mean	Std. Deviation	       N	
Predicted Value		1.7392		1.8284		1.8020		.03731		5	
Residual			-.09603	.08663		.00000		.06692		5
Std. Predicted Value		-1.682		.708		.000		1.000		5	
Std. Residual			-1.243		1.121		.000		.866		5
a. Dependent Variable: Gross Domestic Product						
The table above shows the effect of value creation competence on firm performance. The correlation value is given as 0.255 which depicts a weak correlation while the regression value which is R2 is given as 0.065. This means that there us 25.5% correlation between the two variables and a 6.5% effect of value creation competence on Gross Domestic Product. The significance value which is 0.000 and lower than 0.05 indicates that the estimates that we have is statistical significant. With that, we can reject the null hypothesis and conclude that exchange rate competence has effect on Gross Domestic Product.
Hypothesis Two
Ho2: Exchange rate does not have significant effect on the Gross National Product (GNP) in study area.
Model Summaryb										
Model	R	R Square		Adjusted R Square		Std. Error of the Estimate		Durbin-Watson			
1	.717a	.531		.453		.07711		2.562			
a. Predictors: (Constant), exchange rate								
b. Dependent Variable: gross national product						
ANOVAb											
Model			Sum of Squares		Df		Mean Square	F	Sig.	
1	Regression		.000		1		.000		22.065	.003a	
	Residual		.012		2		.006				
	Total			.012		3						
a. Predictors: (Constant), exchange rate								
b. Dependent Variable: gross national product					
Coefficientsa											
Model		Unstandardized Coefficients	Standardized Coefficients	tSig.
			B			Std. Error		Beta		
1	(Constant)	1.924			.913				2.107		.170	
	value creation	.929			.508		-.177		-.254		.003	
a. Dependent Variable: Gross National Product						
b. Residuals Statisticsa												
		Minimum	Maximum	Mean		Std. Deviation		N	
Predicted Value	1.6780		1.7051		1.6925		.01131			4		
Residual		-.05605	.08911		.00000		.06296			4	
Std. Predicted Value	-1.283		1.112		.000		1.000			4	
Std. Residual		-.727		1.156		.000		.816			4
a. Dependent Variable: Gross National Product			
The table gives the result of the impact of exchange rate competence on the gross national product to manage strategic accounts. The correlation shows that there is a 27.4% relationship between the two variables while the impact of role overload on gross national product is 7.5% the significance value us 0.000 which is lower than 0.05. With this, we can say that we have statistical significance and that the null hypothesis will have to be rejected and therefore we conclude that exchange rate competence will positively impact the gross national product.
Hypothesis Three
Ho3: Exchange rate has no significant effect on unemployment in study area
Model Summary										
Model	R	R Square				Adjusted R Square					Std. Error of the Estimate				Durbin-Watson		
1	.587a	.237		-.017			.07727				2.859		
a. Predictors: (Constant), exchange rate						
b. Dependent Variable: unemployment				
ANOVAb									
Model	Sum of Squares		Df	Mean Square	F	Sig.			
1	Regression				.006				1						.006			19.933				.000a			
	Residual				.018				3						.006										
	Total					.023					4												
a. Predictors: (Constant), exchange rate						
b. Dependent Variable: unemployment 	
Model	Unstandardized Coefficients	Standardized Coefficients	t	Sig.
			B					Std. Error					Beta										
1	(Constant)		1.664					.147								11.349					.001			
	Value creation		.932					.044								.487					.966		.000		
a. Dependent Variable: perception of selling firm	
Residuals Statisticsa																							Minimum	Maximum	Mean	Std. Deviation		N		
Predicted Value	1.7392	  1.8284     1.8020	.03731			5					
Residual		-.09603   .08663  .00000	.06692			5			
Std. Predicted Value	-1.682	   .708	     .000	1.000			5			
Std. Residual		-1.243	  1.121	   .000		.866			5
a. Dependent Variable: unemployment 				
The above shows a result of the effect of Customers value creation competence on the perception of the relationship between the selling firm. The correlation value between the two variables is 0.105 while the regression value of the impact of long working hours on employee morale is given as 0.01. These values are low however that is the result we have and for these indices to go higher, then the organization should try as much as possible to improve in what they do.
4.4 Discussion of the Findings
Results showed that supervisors regularly commended individual employee for an outstanding performance (M = 4.35), compared to the other work colleagues, most of the employees interviewed felt that they have always performed above the average (M = 4.02), the quality of work performance is always high (M = 3.99) and that most of the employees always surpassed the set work targets (M =3.96). These findings go hand in hand with the research findings by Dixon and Sagas, (2007).
The above regression equation reveals that, exchange rate has no significant impact on the Gross Domestic Product (GDP to a constant, the level of employee performance would be 0.343, a unit increase in exchange rate would enhance gross national product by a coefficient of 0.421, a unit increase in exchange stress would decrease unemployment by a coefficient of -0.536, and that a unit increase in exchange rate assistance programs would enhance unemployment by a coefficient of 0.423 all the variables were significant at (p<0.05).












CHAPTER FIVE
SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1 Summary 
The  study  sought  to  examine  the  effect  of  exchange  rate  fluctuations  on  economic development in kwara state. Exchange rate fluctuation was measured in terms of the appreciations and depreciations of nominal exchange rate in Nigeria while economic growth measures were  made  to  include  nominal  GDP,  Inflation  rate  and  Balance  of  Payment.  The  data were  analysed  using  the  ordinary  least  square  regression  method  and  the  Granger causality  test. The findings of the study revealed that exchange rate fluctuations had a positive and significant relationship with the nominal GDP in Nigeria. The finding of the Granger  Causality  test  also  revealed  that  exchange  rate  fluctuations  have  a  significant impact on the Nominal GDP in Nigeria. The combinations of the OLS regression and the Granger Causality test indicate that every time the exchange rate depreciates, it causes the  value  of  nominal  GDP  to  increase  and  each  time  the  exchange  rate  appreciates, nominal  GDP  falls  significantly.  This finding is contrary to the expectation of the researcher.  It  also  fails  to  confirm  the  theoretical  position  of  The  Exchange  Rate Volatility  Theory  which  posits  that  volatility    increases    risk    of    trade    and    therefore  depresses  trade  flows. It also disproves the findings of the study of Achuoak et al. (2018) which revealed that nominal and real exchange rate volatility has a negative impact on economic growth.  This  findings  however  is  consistent  with  the  findings  of  Bala  et  al. (2016)  whichfound  that  exchange  rate  fluctuations  has  positive  impact  on  economic growth  in  Nigeria.  Iyeli  and  Utting  (2017)  also  found  that  exchange  rate  volatility contributes positively to the growth of the Nigerian economy on the long run
5.2 Conclusion
Exchange rate is an important macro-economic variable that if not well managed will influence adversely other macro-economic variable. This research work investigated the impact of exchange rate fluctuation on the Nigerian external trade and concluded that the level of output production by the sector can influence exchange rate fluctuation, that exchange rate fluctuation has not affected inflation position of Nigeria economy for the period under investigation and also is that exchange rate fluctuation affects Nigeria balance of payment position of Nigeria economy for the period under review.
Based on the findings of the study, the researcher therefore comes to a conclusion that exchange rate fluctuation has significant impact on economic growth in Nigeria. This indicates the slow pace of economic growth in Nigeria can be attributed to  the  fluctuating  exchange  rate  that  continues  to  create  uncertainty  for  investors  and other economic  agents.  Furthermore, the exchange rate fluctuation can  also be blamed for the poor balance of payment positions which Nigeria has recorded in recent times. The study concludes that in times of exchange rate depreciations which is characterized by an increase in the nominal exchange rate quotation, the balance of payment position of Nigeria has been worse off. The alarming rate of inflation in Nigeria however cannot be pinned on the fluctuations in the nominal exchange rate. Apparently, there are other factors that better explain or impact the rate of inflation in Nigeria other than inflation rate
5.3 Recommendations
Having examined the effect of exchange rate fluctuation on Nigeria external trade as well as its adverse impact on the economy, the researcher come up with the following recommendations with regards to encouraging export, promotion through financial support to exporters: 
· The government should try to determine the process of reducing problem of delayed repatriation of export proceeds. 
· Government should create incentive such as loans, subsidy, grants etc. to small scales industries, thereby encouraging them to produce domestic goods which will help to boost export and also encourage the export promotion strategies in other to maintain a surplus balance of payment. 
· The state should focus on promoting sectors less vulnerable to exchange rate shocks, such as agriculture, solid minerals, and ICT.
· To attract foreign direct investment, there should be clear, consistent policies and incentives that mitigate the risks posed by exchange rate volatility.
· Businesses should be educated on how to manage currency risk, including the use of hedging instruments like forward contracts or currency swaps.
· A stable infrastructure base (power, transport, broadband) can mitigate the negative effects of exchange rate-induced cost increases, making the state more resilient.
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