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ABSTRACT 
The fact that the 2014-2016 MTEF projects that an increase of N17 trillion in nominal GDP between 2012 and 2016 
will be accompanied by a decline in nominal Federal Government revenue and spending suggests that Nigeria’s 
fiscal policy has disconnected from economic reality. Urgent steps are required to reconnect the fiscal processes to 
the realities of current economic growth. 

A careful reading of the ‘2014-2016 Medium Term Expenditure Framework and Fiscal Strategy 

Paper: Supporting Growth and Employment Generation’, raises some grave concerns about 

Nigeria’s fiscal policy. All that one has to do is to relate the revenue and spending figures in the 

MTEF to the nominal GDP figures, which are also projected in the MTEF. The MTEF expresses 

only the deficits as a fraction of GDP, but all other components become even more meaningful as a 

faction of GDP. Worrying pictures of the fiscal trends emerge. 

FEDERAL GOVERNMENT ACCOUNT 2008-2016 

 2008.2012 ACTUAL FIGURES 2013-2016 MTEF PROJECTIONS 

N' Billions 2008 2009 2010 2011 2012 2013 2014 2015 2016 

 Total Revenue 3,193 2,643 3,089 3,554 3,630 4,100 3,583 3,853 3,981 

 Total Expenditure 3,241 3,453 4,195 4,712 4,605 4,987 4,495 4,744 4,839 

 Capital Expenditure 961 1,153 884 919 875 1,787 1,178 1,346 1,388 

 Recurrent Expenditure 2,117 2,128 3,109 3,315 3,325 2,978 3,084 3,165 3,218 

 Overall Balance -47 -810 -1,105 -1,159 -976 -887 -912 -891 -858 

 GDP 24,296 24,794 33,985 37,410 40,544 47,844 48,066 52,356 57,079 

% of GDP 2008 2009 2010 2011 2012 2013 2014 2015 2016 

 Total Revenue 13.14 10.66 9.09 9.50 8.95 8.57 7.45 7.36 6.97 

 Total Expenditure 13.34 13.93 12.34 12.60 11.36 10.42 9.35 9.06 8.48 

 Capital Expenditure 3.95 4.65 2.60 2.46 2.16 3.74 2.45 2.57 2.43 

 Recurrent Expenditure 8.71 8.58 9.15 8.86 8.20 6.22 6.42 6.05 5.64 

 Overall Balance -0.20 -3.27 -3.25 -3.10 -2.41 -1.85 -1.90 -1.70 1.50 

Sources: 2008-2012 figures are from the 2012 Annual Report of the Central Bank of Nigeria, while the 2013-2016 

projections are from the 2014-2016 Medium Term Expenditure Framework and Fiscal Strategy Paper. 

Fiscal Disconnect! There is a puzzling fiscal disconnect in Nigeria as the nominal GDP is projected to 

grow in the MTEF from N40.5 trillion in 2012 to N57 trillion in 2016, but the nominal total revenue 

accruing to the Federal Government is projected to decline from N4.1 trillion in 2013 to 3.98 trillion 

in 2016, and the nominal total Federal Government expenditure is projected to decline from 4.987 

trillion in 2013 to N4.839 trillion in 2016. An increase of N17 trillion in nominal GDP in the next 

three to four years to be accompanied by a decline in nominal Federal Government revenue and 
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spending suggests that Nigeria’s fiscal policy has disconnected from economic reality. Urgent steps 

are required to reconnect the fiscal processes to the realities of current economic growth. 

Total Federal Government Retained Revenue was N3.63 trillion or 8.95% of GDP in 2012, down from 

13.14% of GDP in 2008. In the 2014-2016 MTEF, it is expected to be an unlikely N4.1 trillion or 

8.57% of GDP in 2013, N3.58 trillion or 7.45% of GDP in 2014, N3.85 trillion or 7.36% of GDP in 

2015, and N3.98 trillion or 6.97% of GDP by 2016. Although the MTEF did promise to plug 

leakages in oil revenue and revamp the non-oil generation processes, lower nominal revenue 

projection through 2016 betrays a lack of commitment to such reforms. 

Total Federal Government Expenditure was N4.6 trillion in 2012 or 11.36% of GDP in 2012, down from 

13.34% of GDP in 2008. In the 2014-2016 MTEF it is expected to be N4.987 trillion or 10.42% of 

GDP in 2013, before dropping to N4.495 trillion or 9.35% of GDP in 2014, N4.744 trillion or 

9.06% of GDP in 2015, and N4.839 trillion or 8.48% of GDP by 2016. Except the Government 

finds additional revenue to fund increased spending, promises in the MTEF to transform the 

economy, focus on job creation, reduce unemployment, especially of women and youth, as well as 

provide enabling environment for economic diversification and growth, will amount to mere 

attempts to play on the aspirations of Nigerians without ever delivering on them. 

Capital spending by the Federal Government had fallen from 3.95 % GDP in 2008 to 2.16% of GDP in 

2012. Although the MTEF projects capital spending of 3.74% of GDP in 2013, indications are that 

only about half that level will be utilized. Of the N1.787 trillion voted for capital spending in 2013, 

the MTEF reveals that only about 430 billion had been utilized by the end of July, out of the 600 

billion released and cash backed in the first two quarters, suggesting that total capital vote utilization 

in 2013 is not likely to be more than the N875 billion utilized in 2012, in spite of a capital vote that 

is twice as large. Fiscal strategy in the last two years has ostensibly included efforts to correct the 

imbalance between recurrent and capital spending, but there is no reason to expect any change in 

this trend through 2016. Resuscitating the capacity to implement capital projects even in the 

presence of adequate funding has become an urgent national economic policy challenge. 

Nigeria is inadvertently enduring a super tight fiscal policy regime, which the Central bank of Nigeria 

had incidentally quite erroneously repeatedly portrayed as ‘expansionary’ (based on reading nominal 

budget figures in isolation of nominal GDP) and used to justify the imposition of a tight monetary 

policy regime in the last three years. The combination of inadvertently tight fiscal policy and tight 

monetary policy will most likely undermine growth, diversification and employment. 

The Nigerian fiscal process has clearly derailed and there is an urgent need to reexamine the agencies 

charged with fiscal policy management and reorganize them for better performance. The Federal 

Ministry of Finance is failing in its core duty of ensuring that nominal revenue and spending growth 

should at least keep pace with nominal economic growth, and now needs to be allowed to 

concentrate on those core functions. The revenue base will continue to dwindle if the Federal 

Ministry of Finance continues to be distracted by economic policy management, and the capital vote 

will continue to be under-implemented if the Federal Ministry of Finance continues be distracted by 



policy design and coordination pressures. The Federal Ministry of Finance needs to be allowed to 

focus on the daily pressures of revenue collection, disbursement of payments, and debt 

management. 

Economic Policy design is not necessarily the function of the treasury. This ought to be located 

somewhere much higher than the treasury, preferably in the Executive Office of the President. Even 

budget design is not necessarily the function of the treasury. This too should sensibly be located 

higher up in the government, preferably in the Executive Office of the President. Once the 

president determines his budget, the treasury and other operational agencies will implement. The US 

Office of Budget and Management (OMB) was transferred from the Treasury Department, where it 

started life as the Bureau of Budget (BOB) in 1921, to the Executive Office of the President in 1939, 

where the Council of Economic Advisers (CEA) has also helped the President to design his 

economic policies since 1946. In Nigeria, the Budget Office of the Federation needs to be moved 

from the Ministry of Finance to the Presidency, and the parallel activities of economic policy design 

and coordination must also be undertaken from the presidency. 

  



AYODELE OLALEKAN TERIBA 
 

Ayo is the CEO of Economic Associates (EA) where he provides strategic 
direction for ongoing research and consulting on the outlook of the Nigerian 
economy, focusing on: global, national, regional, state, and sector issues. He was a 
Member of the National Economic Intelligence Committee (NEIC) from April 
2009 to April 2012, where he conducted periodic reality checks on macroeconomic, 
fiscal and monetary developments in Nigeria.  

Ayo is well known for articulating his views on Nigeria’s economic policy imperatives 
through articles, interviews and comments in the mass media. Most notably, from 1996 to 1998, he 
spearheaded the advocacy for re-denomination of Naira notes and coins that led to the successful 
introduction of N100, N200, N500 and N1000 between December 1999 and October 2005. N50 note 
was the highest denomination prior to the policy advocacy.  

Before becoming the CEO of EA in 2004, Ayo worked as Chief Economist and Member of Editorial 
Board at ThisDay Newspaper Group (2001-2004), Faculty Member at the Lagos Business School (1995-
2001), Head of Research at the Lagos Chamber of Commerce (1993-1995), and Company Economist at UAC 
of Nigeria (1992-1993). He has served as Consultant to a long list of blue chip companies, Federal 
Ministry of Information, Senate Committee on Banking and Finance, several State Governments, DfID, 
USAID, World Bank, and was a Visiting Scholar to the IMF Research Department in Washington DC.  

He has received grants from Ford Foundation and Rockefeller Foundation, and chaired the steering 
committee of the Money, Macroeconomic and Finance Research Group of the Money Market 
Association of Nigeria. His prolific research output has included a 400-page annual economic, fiscal and 
sectoral report on the 36 states & the FCT, plus numerous scholarly publications resulting from his 
doctoral thesis, research grants, policy advocacy, and consultancy projects.  

Ayo earned B.Sc. in Economics from the University of Ibadan with Sir James Robertson Prize and Medal, 
UAC Prize in Economics, and Economics Departmental Prize as the all-round best economics graduate in 1988, M. 
Sc. Economics from Ibadan in 1990, M. Phil. Economics of Developing Countries as a Cambridge-DfID 
Scholar at the University of Cambridge in 1992, and Ph.D. in Applied Econometrics and Monetary 
Economics from University of Durham in 2003. 


