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Abstract
Over the years, fiscal policy has been the most important instrument for influencing macroeconomic performance in
Nigeria. The paper attempts to examine if the federal government has been able to effectively use this instrument to
enhance economic growth and reduce poverty in Nigeria. Using secondary data from relevant government
institutions, books, journals and newspapers, the paper shows that within the year under review, aggregate growth
has been slow and sectoral growth uneven. Also, the incidence of poverty has continued to rise. These situations
have been attributed to ineffective fiscal policy implementation and lack of budget discipline. The inflationary rate
has continued to accelerate and the budget deficit is higher. Also recurrent expenditure has continued to take a larger
portion of the total expenditure, causing the increase in the nation’s debt profile. The non-oil sector contribution to
the nation’s revenue has not improved and there is still high incidence of extra-budgetary allocation. These are
contrary to the fiscal objectives within the years under review. The paper suggested that government should put in
place measures to ensure strict budget discipline, not only at the federal level, but also at the state and local
government levels. The efforts of the government in curbing corruption should be strengthened. Also the government
should ensure policy consistency and continuity and this should be taken into consideration in the formulation and
implementation of budgets. The PPB is thus recommended for the country. This is the only way forward for any
fiscal policy of the government to achieve its objectives, especially in promoting economic growth and reducing
poverty.
Keywords: budgeting, economic growth, fiscal policy, poverty, poverty alleviation
1. Introduction
One of the reasons why governments all over the world intervene and participate in the working of an economy is to
enhance efficient allocation of resources. Over time, government involvement has increased in absolute and relative
terms, especially in developing countries were the mechanism of market forces have proved insufficient and
ineffective in achieving macroeconomic objectives. The efficiency in the allocation of resources was expected to
benefit the aggregate economy.
Musgrave and Musgrave (1989:5) highlights two reasons for public sector (government) involvement in the piloting
the economy. One, it could be as a result of the governments’ political and social ideologies which departs from the
premises of consumer choice and decentralized decision making. Second, is the fact that the market mechanism
alone cannot perform in all economic functions. To them, the first reason is minor, while the later is a major reason
for public sector involvement in the economy. Thus the need for public policy that would guide, correct and
supplement it in certain respects. They further assert that the fact remains that the proper size of the public sector is
to a significant degree, a technical, rather than an ideological issue.
In the past, four decades, Nigeria’s potential for growth and poverty reduction had remained unrealised. This was so
despite the abundant mineral and material resources available in the country. The situation is so pathetic when
compare to emerging nations like China, Malaysia, Singapore, India among other countries whom Nigeria was far
ahead of in the sixties to early seventies. Many analysts including these authors have attributed the non performance
of the Nigeria economy to corrupt bureaucracy, political instability, lack of transparency and accountability in
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governance and lack of visionary leaders that will take the economy on the part of inclusive growth and development
(Asaju & Yarie, 2013, Asaju& Adagba, 2013 and Sanusi, 2010). The major constraint in this direction has remained
the conduct of micro economic policies and total neglect of supply side issues, which remains critical to the
advancement of the economy. These couple with misapplication of monetary and fiscal policies and complications in
the adoptions of non-market friendly tools constituted major challenges to realising Nigeria’s fiscal objectives.
According to Sanusi (2010: 4), the country has in the last one decade experience economic growth, but the growth
has not been all inclusive, broad based and transformational. To him, the major drivers had been the agriculture and
service sectors. The implications of these trend according to Sanusi is that the economic growth witnessed in Nigeria
had not resulted in the desired structural changes that would make the manufacturing sector the engine of growth,
create employment, promote technological development, and induce poverty alleviation.
The Nigerian Public Services have also remained inefficient in terms of service delivery. Infrastructural decay, high
rate of corruption, and lack of transparency and accountability in the management of public policies and resources
shows the depth of inefficient public sector that suppose to pilot the economy through fiscal policies. These have led
to a rise in inflation, fall in growth and declining real incomes, and high rate of poverty.
The question is how can fiscal policy be made more effective to achieve the objective of economic growth and
poverty reduction in Nigeria? The major objective of this paper is to examine the efficacy of fiscal policy especially
the budget in promoting economic growth and poverty reduction in Nigeria.
The paper is divided into five sections, with the first been the introduction. Section two reviews the conceptual issues
of fiscal policies, economic growth and poverty especially in Nigeria. Section three dwell on the subject matter, that
is, how fiscal policies have been used to promote economic growth and poverty reduction. The last section contains
the conclusive remarks and recommendations on the way forward.
This paper is a descriptive research using qualitative data from secondary sources. The content analysis was adopted
in analysing the data.
2. Theoretical Framework
This study is hinged on Wagner’s (1962; 14)” Law of increasing scale of public expenditure”. The public sector
plays a significant role in the management of an economy at all level as of development. This role is usually through
its revenue and expenditure policy. The theory of public expenditure development posits that the role of public
spending evolves in the course of development since the budgetary function must adapt to the changing needs of the
economy. The varying needs of the economy relates to both the allocation and distribution perspectives of public
expenditure. The allocation perspective deals with the rising share of the public sector in the economy. That is there
is a statistical direct relationship between the growth in public sector size and the growth and development of an
economy.
The premise of the theory is that in growing economies, the increasing scale of public expenditure naturally increases
income. In order to justify this generalisation into a theoretical fashion, Wagner divides public expenditure into two
categories, namely security (including internal and external) and those of welfare. As the level of development
increases, the level of expenditure cannot remain constant. In many growing economy like Nigeria, the share of
public sector in national income has been increasing. That is why the government’s annual budget dictates the nature
and direction of economic activities and the provision of social and economic services to meet the needs of the
citizenry. But the question is that, has the increase in the level of public expenditure commensurate with the level and
dimension of economic growth in Nigeria? Has this led to the reduction of poverty in the country? These questions
are pertinent in view of the huge amounts of fund allocated for expenditures as reflected in the annual budgets in
Nigeria.
3. Conceptual Issues
3.1 Fiscal Policy
Fiscal policy refer to the part of government policy concerning the raising of revenue through taxation and other
means and deciding on the level and pattern of expenditure for the purpose of influencing economic activities or
attaining some desirable macroeconomic goals (Anyanwu, 1997:249). Fiscal policy simply defined is the
manipulation of government revenue through tax system, government expenditure and debt management to achieve
pre-determined macro-economic objectives. Such fiscal policy can be used for allocation, stabilisation and
distribution. In essence, a primary objective of fiscal policy is to balance the use of resources of the public and
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private sectors and by so doing avoid inflation, unemployment, balance of payments pressures and income inequality.
Fiscal policy is traditionally administered by the Executive arm through the Ministry of Finance.
According to Wise Geek (2013) the effectiveness of fiscal policy depends on a wide range of factors which cannot be
reliably predicted or understood in advance. Behavioural changes caused by changes in government spending and
taxation are among the most significant determinants of effective fiscal policy. Other factors affecting the
effectiveness of fiscal policy as identified by Wise Greek include, time lag between the implementation of a new
policy and the realisation of effects of that policy; the effects policy changes have on interest rates and other
economic concerns; and the actual quality of the policy change.
The goal of macroeconomic policy is to achieve target levels of inflation, unemployment and economic growth.
Fiscal policy defines the scope and structure of services to be financed by the government, adjust the distribution of
income through taxes and maintained stability of the economy so that these goals can be achieved if aggregate
demand grows in pace with productive capacity. If aggregate demands does not expand more rapidly than productive
capacity, inflationary pressures will increase. On the other hand, if aggregate demand does not expand as much as
growth of productive capacity in the economy, there will be rising unemployment. Although many analysts have
argued that an important issue is the conduct of macroeconomic policy is the optimal policy mix-a combination of
monetary and fiscal policies to achieve the objectives of macroeconomic policy. To them, the question of
monetary-fiscal policy mix arises because both policies are interrelated and mutually reinforcing thus suggesting that
they are complementary. Furthermore, the effectiveness of one depends on the other.
The policy instrument for controlling demand is monetary policy which influences the supply of money and
availability of credit and fiscal policy which affects the aggregate flow of purchasing power. Thus, aggregate
demand can be influenced through the use of either fiscal or monetary policy. In fact, it is possible to achieve the
same level of aggregate demand with different combinations of fiscal or monetary policies.
Monetary policy operates by changing money supply to affect indirectly the levels of prices, employment and growth.
Fiscal policy, on the other hand affects aggregate demand by changing the income available to spending units in the
economy and its impact will depend on the nature of government spending i.e. what goods government decides to
buy, what taxes it decides to charge and what amount it decides to transfer. Any of these policies could affect the
level of demand and cause an increase in consumption spending. Investment subsidy could also increase investment
spending.
The appropriate impact of fiscal policy depends very much on the state of the economy. Fiscal policy is expected to
be expansionary, if expected level of demand is low and restrictive, if expected pressure and demand is high in the
light of government objectives. An expansionary fiscal policy involving higher government spending can crowd out
some interest sensitive private sector spending. In a recession, an expansionary monetary policy complemented by
fiscal stimulus is required to stimulate growth, output and unemployment. On the other hand, when an economy is
over heated, tightening of fiscal and monetary policies is required. This assertion is in line with the Keynesian views
of fiscal policy that expansionary and contracting fiscal policy can be used to influence macroeconomic
performance.
Musgrave and Musgrave (1989:6) identify the following as the objectives of fiscal policy;
i.

The provision of social goods, or the process by which total resource use is divided between private and
social goods and by which the mix of social goods is chosen. They referred to this as allocation function.

ii.

Adjustment of the distribution of income and wealth to ensure conformance with what society considers as
“fair” or “just” state of distribution. This is referred to as distribution function.

iii.

The use of budget policy as a tool for maintaining high employment, a reasonable degree of price level
stability, and an appropriate rate of economic growth, with allowances for effects on trade and on the
balance of payment. This is referred to as the stabilization function.

From the above assertions, it implies that the budgetary policy of a nation greatly determines the extent to which its
macro- economic objectives are achieved. Thus, it can be postulate that there is a relationship between the budgetary
policy of a nation and its economic growth and poverty reduction efforts.
3.2 Budgeting
A budget is a framework for revenue and expenditure outlays over a specified period, usually a year. Budgeting can
be seen as setting of expenditure promise and the weighing of alternatives. It is a system of resources allocation.
Hence it implies looking ahead and planning, since decisions involved in the process are of future orientation. In this
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sense, budgeting involves the converting of the multi-year plan of operations into more exact short-term instalments
of inputs and outputs, usually for the year (Anyanwu, 1998:249). According to (Ekpo, 2010: 8) though all items in a
budget are estimates (intentions), nonetheless, it is an instrument stipulating policies and programmes aimed at
realising development objectives. Budget serves as an avenue through which government promote economic growth,
ensure price stability, create employment, equitable distribution of wealth and poverty reduction and other fiscal
objectives.
On a broader bases, therefore, the budgets is not only an instrument of economic and social policy but also a
planning tool, instrument for coordination and an instrument for communication. Therefore, a good budget requires
comprehensiveness, a meaningful presentation of the state of budgetary balance, an appropriate grouping of
expenditure items (Anyanwu, 1997:249). As a political instrument, it states the philosophy, ideology, and agenda of
government during the year which are derived from short, medium or long-time plans. The Nigerian budget is made
of the projected revenue profile and expenditure. The revenue profile stipulates the amount and sources of expected
revenues for the year. The expenditure profile shows what the revenue will be expended on.
3.3 Economic Growth
Economic growth is the increase in the amount of the goods and services produced by economy overtime (Wikipedia,
2011). It is an increase in the capacity of an economy to produce goods and services, compared from one period of
time to another (Investopedia, 2013). It is measured as a percentage of gross domestic products GDP of a country.
Economic growth can be measured in nominal of real term. In nominal term it include inflation, while in real term,
adjustment are made for inflation to eliminate the distorting effect of the price of goods and services produced.
For the purpose of inter –country comparison, the GDP or GNP per capita income is used due to the fact that they
take into account the population differences of these countries.
In recent times economic growth has been associated with technological changes in a country. Economic growth is
not only associated with an increased productive capacity, but an improvement in the quality of life of the people of
the economy. For instance in Nigeria, the economy is said to have experienced an increase in productive capacity,
but this increase has not resulted in the improvement in the quality of life of the citizenry. The majority of Nigerian
still wallowed in abject poverty.
3.4 Concept of Poverty
The concept of poverty does not lean to a specific definition due to the fact that it is multidimensional in nature.
Poverty is defined by the (World Bank: 2004:2) as a pronounced deprivation in well-being, and comprises of many
dimensions. It includes low incomes and inability to acquire the basic goods and services necessary for survival with
dignity. It also encompasses low levels of health and education, poor access to clean water, and sanitation,
inadequate physical security, lack of voice, and insufficient capacity and opportunity to better ones life (World Bank,
2004: 2).
Poverty is a denial of choices and opportunities, a violation of human dignity. It means lack of basic capacity to
participate effectively in society. It means not having enough to feed and clothe a family; not having a school or
clinic to go to; not having the land on which to grow ones food or a job to earn ones living; not having access to
credit. It means insecurity, powerlessness and exclusion of individuals, households and communities. It means
susceptibility to violence, and it often implied living in marginal or fragile environments, without access to clean
water and sanitation (UNDP, 2009: 2-3).
Statistics show that poverty has been on the increase in Nigeria since 1980. Poverty rate rose from 27% in 1980 to 46%
in 1986. Due to the significant growth and economic recovery witnessed from 1985 to 1992, poverty rate declined to
40% in 1992. It rose sharply again to 66% in 1996, and increased further to 69.2% in 1997. By 1999, it was
estimated that more than 70% of the population were poor (FOS. 1996, 1999, 2004, CBN, 1999). As at 2004, poverty
rate declined to 54.4% (nbs, 2005). The 2008/2009 UNDP Report indicated that 70.6 % live below the poverty line
(Analysis, 2010: 9). As at 2011, Poverty incidence in Nigeria is over 70% (CBN, 2011).
One common explanation for the persistence of poverty all over the world is the absence of natural endowments. But
the case in Nigeria is an irony. The fact remains that the funds that have accrued from the abundant mineral and
natural resources in Nigeria would have made the country one of the richest in the world. But majority of Nigerian
citizens still wallowed in poverty Also, efforts made by the government and other concerned agencies to reduce this
malaise have yielded no positive impact as the incidence of poverty has continued to rise. The poverty situation in
Nigeria is further aggravated by lack of or insufficient access to necessary social goods and services, high rate of
unemployment caused by inefficient allocation of resources of the state. The major reason that can be adduced for
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the above is the high rate of corruption, especially the misappropriation and outright embezzlement of fund accruing
from the wealth of the nation and lack of good governance in the country. Considering the above fact, the best
strategy for alleviating poverty and enhancing economy growth is through an effective and efficient fiscal measure.
4. Fiscal Policy in Nigeria: Problems and Prospects
Over the years, the fiscal policy has been the most important instrument influencing macroeconomic performance in
Nigeria. The importance of having virile fiscal policies in Nigeria has continued to be the major focus of successive
governments in Nigeria including the Obasanjo administration. In his 2001 independent day anniversary speech,
President Obasanjo re-emphasised that the government in pursuance of a virile fiscal policy is sending a Bill (Fiscal
Responsibility Bill) for an Act that would seek to strengthen the fiscal and monetary management at the national
level. According to him, while all levels of government local state and federal have a joint responsibility for
managing the nation’s economy, the federal government must play a pivotal role in this regard for the benefit of all
Nigerians, no matter where they reside. To him, the modest achievements have been eroded by what remains to be
done; that is ensuring a virile fiscal policy. He further elaborated on their failure thus:
Despite out determined effort in the area of poverty eradication, two many of our citizens still remain poor. Our
industries are being revived and government have taken many measures to support them, but industrial capacity is
still far below the level we will like to see. Inflation is still high with us, though today, it is not alarming as it used to
be. All need to apply our collective will and resources so that every day, every year, we can look back and see how
much more value we have added to our circumstances (Vanguard, 2002).
Other problems include inefficient use of resources, waste and misplaced priorities in government expenditure, high
fiscal deficits at all tiers of government, weak institutional structure among others. These problems have led to a
heavy debt burden, huge recurrent expenditure, inefficient public service delivery etc. Also, government spent a huge
proportion of current revenue in debt-servicing and interest payment. The Fiscal Responsibility Act is currently been
implemented at the federal level with little result to show for it. The rate of corruption is still high and pervasive at
the federal level and the virtue of transparency and accountability is been grossly abused and undermined by Public
officers.
Furthermore, the budget process reached the point of near collapse before the democratic government came to power.
The problem has to do with lack of political will and commitment to abide by stipulated rules and budget guidelines.
As, such, it was difficult for the government to achieved their major fiscal objectives. Fiscal objectives are
macro-economic goals that the government intend to achieve using the various fiscal policies within a time period.
5. Fiscal Policy Objectives and Measures in Promoting Economic Growth and Poverty Reduction from
2000-2012
Nigeria fiscal policy objectives during the period 2000-2012 can be distilled from the macroeconomics policy of
2001-2003 and 2003-2005 National Rolling Plans, National Economic Empowerment Strategies (NEEDS),
Seven-Point Agenda, Transformation Agenda as well as various annual federal government budgets. The major
fiscal policy objectives within the year under review are reduction of unemployment, poverty and inflation. To
achieve these objectives, profound attention is paid to infrastructure e.g. roads, power; water supply, agriculture,
education, health, and national security as well as laying a solid-foundation for a private sector led market-driven and
growth-enhancing economy. Specific objectives include:
 To provide the enabling legal, fiscal and monetary environment for the private sector to become the engine
of growth.
 Enhancing performance of infrastructural facilities through proper rehabilitation and maintenance of
existing infrastructures, and the provision of additional facilities, particularly, water and energy.#
 To improve the operational capabilities of the law enforcement agencies at crime prevention and reduction.
 To continue with the policy of probity, transparency and accountability in order to reduce the cost of doing
business.
 Pursing low interest rate regime.
 Minimising budget deficit and eliminate extra budgetary expenditure.
 Targeting a moderate inflation rate.
 Striving towards a GDP growth rate of at least 5 percent.
 Continuation of privatisation of government investment and public utilities.
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 Focus on an external debt management approach that builds confidence through negotiation and
consultation. For possible reduction in aggregate debt levels and debt services cost in the context of a
medium-term economic programmes.
In view of the above objectives, can it be said that these objectives have been achieved? The study examined the
extent to which the above objectives have been achieved to promote economic growth and poverty reduction.
The economic growth of a nation could be easily accessed by the stability of the macro-economic parameters such as
the GDP growth rate, and the inflationary rates. However, the inflationary rates have been unstable and sector growth
uneven. GDP growth rates were 3.8 and 3.9 in 2000 and 2001 respectively, relative to population growth rate of 3.0
and 3.1 percent. This implied that for the two years, real Gross Domestic Product (GDP) grew faster than population
rate, implying a net addition to the nation’s store of value. (Obasanjo, 1999, 2001)
Furthermore, the real Gross domestic Product (GDP) growth rate which averaged 6.29 per cent between 2004 and
2007 declined marginally to 5.99 per cent in 2008 rising thereafter to 6.9 percent in 2009. This was attributed to the
impressive performance of the non-oil sector, particularly, agriculture and the continuous implementation of sound
macroeconomic policies. (Sanusi, 2010:9a)
It is well known that inflation rates affect the incidence of poverty and per capital consumption. Higher inflation
rates causes significant erosion in the purchasing power and thus increase poverty. The primary target of the
government was to lower the inflation rate. As revealed (C. B. N, FOS 2004) statistics, inflation rate accelerated
from 6.9 percent in 2000 to 18.9 percent in 2001, it reduced to 15.6 percent in 2002, it increased to 17.5 percent in
2005. In 2009 inflation rate fell from 13.9 percent to 13.4 percent in 2010 (Ojo, 2011). This trend of inflationary rate
is contrary to the proposed target of 9 percent inflation rate.
In other to ensure sustainable economic growth and poverty reduction, the government within the year under review
have vigorously pursued budget discipline. It emphasised a fiscal rule that stabilises the level of expenditure at all
levels of government and as well ensure the budget is predictable and divided between recurrent and capital
expenditures. To this effect, the budget will move away from a situation where the recurrent expenditure consumes
the entire government revenue. However data below indicates that the country is yet to achieve these objectives.
From 2000-2005, capital expenditure was less than recurrent expenditure. In 2000, recurrent expenditure was N256,
336,677,292and recurrent was N508, 768,350,687.00 in 2005, and recurrent expenditure was N651billion or 40% of
the budget (Obasanjo, 1999, 2006)
In 2007, capital expenditure was N781 billion representing an increase of 38.1 percent over that of 2006. This
constitutes 43 percent of the total budget. The recurrent expenditure was N1.057 trillion representing 57 percent of
the budget. The recurrent expenditure for year 2008 was N1, 352.9 representing 56 percent of the budget, while
capital expenditure was N860.3billion. In 2009, recurrent expenditure was 1,523.9 trillion, while the capital
expenditure was N552.2 billion. Out of the N4.07 trillion proposed for 2010, N1.37 trillion was earmarked for capital
expenditure, N2, 011 trillion was proposed for recurrent expenditure. As at 2012, the total expenditure was N4.2
trillion out of which N1, 320 trillion was for capital expenditure, while N2.470 trillion was for recurrent expenditure
(Obasanjo, 2006, Nigerian Business, 2007, FGN 2009, Jonathan 2011, Ojo, 2011, Tella 2012, Voodoo Doll, 2012)
The above statistics showed that recurrent expenditure has continued to take a larger part of the entire government
expenditure. In an attempt to curtail the high recurrent expenditure, the government sought to create a civil service
that will be smaller, highly skilled, motivated and more productive. The government also continued with its
privatisation programmes to reduce government participation in some economic activities that could be properly
handled by the private sector.
It is however disheartened to know that salaries and other emolument of workers have continued to take a larger part
of the recurrent expenditures of the budgets. The recent disagreement between the federal legislatures and the
executive over the high rate of recurrent expenditure in the 2013 budget testify to this. The minister of finance in her
remark exercised the fear that if the recurrent expenditure remains as drastically slashed by the legislature, the
government might not be able to pay federal government workers’ salaries by October this year. Asaju (2012:56-64)
had argued that as far as more than 50 percent of the annual budget is spent for administrative purposes, it might be
difficult for Nigeria to achieve any economic development goal, including Vision20:2020.
In other to accelerate economic development, the government over the years have attempted to diversify the revenue
and productive base of the economy from oil through appropriate fiscal incentives to investment in agro-allied
industries, gas, solid minerals, petrochemical industries and tourism. Also priority was given to sectors of the
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economy that can best spur economic diversification, job creation and poverty reduction. These include, power and
steel, agriculture, solid minerals, education, health, and works and housing in the capital budgets.
Within the year under review, the oil sector recorded a positive variance while the non oil sector showed a negative
variance. In 2001, the oil sector recorded a variance of N108 billion, while non-oil had a negative variance of N16
billion. As at 2002, the total collectible revenue was N1.16billion, with revenue from oil estimated at N5445.7billion,
while non-oil was projected at N513.3billion. In 2003 fiscal year, the total estimated federal collected revenue was
N1.819.0124 billion. Oil revenue was estimated at 1, 120, 1789 billion naira, total non-oil revenue was projected at
635.8335 billion. As at 2005, the estimated federally collectible revenue was N3, 619 billion of which N2, 902
billion was oil revenues, 563 billion of non-oil taxes, and 100 billion of independent revenue. In 2007, the total
budget was N2.3 trillion, oil revenue constituted N1.1 trillion, while non-oil was estimated at N1.1 trillion. In 2008,
out of the N4.439 trillion projected, oil revenue was N3.629 trillion, constituting 80% of the total revenue. Non-oil
revenue was N0.91 trillion, which was 20 percent of the total revenue. ( New Nigerian Newspaper, 2001, 2002,
FGN, 2005, Nigerian Business com, Yar’Adua, 2007)
This trend indicates that the other sectors (non oil) of the economy have not grown and efficient enough to contribute
positively to the total revenue of the economy. This could have impacted positively on economic growth and poverty
alleviation efforts in Nigeria. It is pertinent to note that the growth of other important sectors, like agriculture,
industrial and manufacturing, power and mines, solid minerals, transport e.t.c would apart from creating employment
activate economic growth.
Furthermore, the government seems to continue its dream of budget surplus, i.e. revenue excess over expenditure.
Government rationale for surplus budgeting was to convince the international financial Institutions that its Fiscal
position is healthy. In 2000, the revenue budget surplus was N376 as a total revenue projection of N1.156 trillion.
This was different from the government budgeted N523 billion of a total amount of 1.4 trillion. The government
even recorded an overshot of the revenue projection of 2001 fiscal year by about 100 billion as it was later indicated
that the federal collected revenue amounted to N.5 trillion. In 2002, the country experienced a short fall of N209, 058
billion naira. From 2003-2005, the government recorded an over shot of the budgeted revenue. But despite this
overshoot the budget deficit was mounting as against the budget surplus (Obasanjo, 2001, New Nigerian Newspaper,
2001, 2002, FGN, 2005).
On the government intention to minimise budget deficit and eliminate extra-budgetary expenditure, the government
have not achieved much success within the years under review. This could be attributed to lack of fiscal discipline.
Despite the fact that realised revenue was often above budgetary estimates, extra-budgetary expenditure have been
rising so fast and resulting in even bigger fiscal deficit. There has been an increasing concern over the unfavourable
effect on productive capital stock of persistence and large government deficits, which inevitably has resulted in
increased government debt as a ratio of G.D.P and total private wealth. Other effects of huge budget deficit include,
huge recurrent expenditure burden at all tiers of government, inefficient public delivery services, and the distortions
in the incentive structures for both the private and public sector.
According to 2002 Annual Report of the Central Bank of Nigeria (CBN), the federal government budget deficit as at
2000 was N82.7 billion or 2.2 percent of GDP. In 2001, budget deficit was N422.1 billion 4.0 percent of the GDP In
2002, it was N301.4 billion or 5.1 percent of GDP, and as at 2005, budget deficit was N314 billion or 0.8 percent of
GDP. In 2006, budget deficit was -2.6% of GDP, it rose to -3.7 in 2007. It however declined to -2.5% in 2008 and
2009. As at 2011, the budget deficit increased to 2.9% and decreased to 2.8% of GDP in 2012. (Reuters, 2007,
Yar’Adua, 2007, Tella, 2012)
It is pertinent to note that nothing is wrong with budget deficit per se, the major problem is the source of financing
the deficit (especially monetary financing) and on what the deficit is spent on (whether productive or non productive
items).
Currently, all tiers of government spend more than they earn, cumulative deficit over the five years alone stands at
more than N1 trillion, excluding arrears of pensions and gratuities and debt to local contractors. With foreign debt of
about $31 billion in 2001 fiscal year, (in a $45 billion economy), the government spend a huge proportion of
recurrent revenue in debt-servicing and interest payments (NEED, 2004). The Stock of public debt of the federal
government rose by 4.9 percent in 2001 at N4.193.3 billion representing 76.4 percent of GDP. External debt service
was N170 billion, while N186 billion was used for domestic debt services.
However, in 2006, the government through negotiation and consultation with Paris Club got a debt relief gains
amounting to 110 billion naira, which the government promised to channel into carefully selected poverty reduction
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initiatives and programmes in health, education, water, power, housing and agriculture. Despite the debt relief, the
debt profile is still very high and the amounts used in servicing the debt have continued to increase. The domestic
debt as 2008 was N1.9 trillion for domestic debt and US$ 3billion for external debt down from about US$32billion
in 2005. As at December, 2009, domestic debt amounted toN3, 228.03, while external debt was US$3,947.30 million
(Yar’Adua, 2008, Budget Office, 2010).
The amounts used for debt services have continued to rise, from N326 billion in 2007 to N372.3 billion in 2008,
constituting an increase of 25.3 percent. It rose to N436.2 billion in 2009. It increased further to N497.7 in 2010 and
as at 2012 it was N560 billion. The major effect of huge debt is that, the amount used for serving the debt which
most times constituted a substantial amount of the budget would have been used or channelled to other sectors of the
economy that would have enhanced economy growth and poverty reduction.
6. Conclusion/Recommendations
A cursory comparison of the fiscal objective and policies of the federal government in promoting economic growth
and poverty reduction in Nigeria from 2000-2012 have shown that the successes have been low. Even though, the
country has in recent times experienced an increase in GDP growth rate, the government have not been able to
achieve the targeted growth rate, when other nations of the world are achieving more than 10 percent growth rate.
Despite the relative growth experienced in some sectors (i.e. Agriculture and service industries) of the economy,
these growths have not accentuated into a healthy and better environment for economic growth as important sectors
like the manufacturing and industrial sectors are still at a rudimental stage. Also, the impacts have not resulted in
poverty reduction, as the poverty incidence has continued to rise and the standard of living of the populace also
continued to deteriorate.
Furthermore, the economic growth recorded has not been inclusive and have not made the desired impact on the
citizenry as the poverty rate is still high. The budgets during the years under review as revealed in the study have not
achieved the fiscal objective of reducing unemployment, poverty and inflation. The government have not been able
to achieve the targeted reduction in the inflation rate and increase in GDP. The recurrent expenditure still takes a
larger portion of the total budget. The government still continued with budget deficits even when the targeted prices
of crude oil are most time overshot. The debt profile has continued to increased overtime, especially domestic debt,
forcing the country to spent substantial part of its annual budget in servicing debt. Also, the oil sector still dominates
the revenue profile, indicating the deficiency in other sectors of the economy which are supposed to be the driving
forces of the economy.
Apart from these deficiency in the structure and content of the budgets, other problems such as late approval of
budget by the National Assembly, late disbursement of fund, poor and lack of full implementation of budget,
corruption, among others make the achievements of the budget objectives, especially poverty reduction very difficult
or unrealisable.
In view of this, the government should ensure a strict fiscal policy discipline. Also government need to demonstrate
high level of commitment to policy consistency and implementation. The Programme Project Budgeting system
should be adopted by the government. This apart from enhancing effective implementation and monitoring of
budgeted funds will reduce corruption. It will also lead to greater transparency and accountability in the utilisation of
the budget. This is the way forward to ensure a fiscal policy that would not only promote economic growth, but as
well better or improve the standard of living of the general citizenry.
As Obasanjo has rightly said, “national economic growth must be pursed relentlessly, but at the same time we must
ensure fair and reasonable distribution of its fruits”. As such, an effective fiscal policy in Nigeria is imperative for
economic growth and poverty reduction.
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