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he Nigerian economy recorded positive growth in the first three quarters of 2021 with the 
fourth quarter expected to present a positive growth figure as well. However, the Teconomy has continued to witness elevated double-digit inflation, mounting debt 

liabilities, supply chain disruptions, FOREX liquidity challenges, and the rising cost of 
production. The implementation of the Petroleum Industry Act 2021, the National 
Development Plan (2021-2025), and the reforms in various sectors, are expected to create 
opportunities for business in 2022 and beyond. 

Expectations are high even in the midst of an uncertain business environment. The 2022 
Federal Government Budget estimates and the Finance Bill 2021 have provided some policy 
directions amid heightened concerns about the impacts of some business environment 
conditions that currently inhibit business operations. In the midst of these, opportunities shall 
abound, markets will open up and capital inflow is foreseen. The business community must 
strategize to explore emerging opportunities, mitigate risks and expand frontiers to remain 
sustainable in the new era.

INTRODUCTION
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The Lagos Chamber of Commerce and Industry (LCCI) organized a budget session to 
discuss the 2022 Federal Government Budget to point out opportunities for business growth 
and sustainability. Below are some highlights of the session:

In Attendance
Asiwaju Dr. Michael Olawale-Cole - President, LCCI 
Mr. Bismarck Rewane (CEO, Financial Derivatives Company Ltd.)-Keynote Speaker
Mr. Kunle Elebute (Country Senior Partner, KPMG  Nigeria) – Moderator
Dr. Chinyere Almona - Director General, LCCI 

Panelists
1. Mrs. Comfort Eyitayo (President of ICAN)
2. Mr, Taiwo Adeniyi (NECA President), ably represented by Mr. Adewale Oyerinde (Deputy 

Director, Membership of NECA)
3. Major Gen. AI Muriana (President of NIM) ably represented by Dr. Kunle Akiode
4. Chief Otunba Francis Moshoye (represented President, MAN), 
5. Dr. Ije Jidemma (President, Institute of Directors) ably represented by Mr. Femi Awoyemi 

(Chairman of Proshare and Member of the Executive Committee of IoD Nigeria)

Special comments were received from Dr. Ben Akabueze (DG, Budget Office of Federation) 
and Dr. Ayodele Teriba (Chairman of Economic and Statistics Committee, LCCI).

OPENING REMARKS by the President of LCCI, Asiwaju Dr. Michael Olawale-Cole
In his opening remarks, the LCCI President commended the signing into law of the FGN 2022 
Appropriation Bill (Federal Budget) on 31st December 2021 as this paved way for an early 
implementation from 1st of January 2022. He also expects the 2022 Budget to perform better 
than 2021.

2021 Budget Performance
A robust overview of the 2021 budget performance was done and the president lauded the 
innovation behind the performance and collection of revenue that exceeded set targets 
from the non-oil sector (118.8%), Company Income Tax (115%), Value Added Tax (165%), 
and the Nigeria Customs Service (104%). He charged the government to consolidate and 
intensify the efforts that yielded the desired result, and such innovations can be extended to 
other channels of revenue that are underperforming. Despite his satisfaction with increased 
government revenue, he recommended blockage of revenue leakages as the means of 
improved revenue generation rather than enforcing revenue mandates on Government-
Owned-Enterprises, a situation that could create a hostile environment for business 
operations and investors.
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Conversely, from the expenditure space, N4.20 trillion was used for debt service, while N3.02 
trillion for Personnel costs, including Pensions. According to the Budget Office of the 
Federation, at the end of November 2021, N3.40 trillion had been expended on capital 
expenditure, in which N2.98 trillion represents 83% of the provision for MDAs' capital, N369.9 
billion for Multi-lateral / Bilateral Project-tied loans, and N49.52 billion as Government Owned 
Enterprises (GOEs) capital expenditure. The president noted that debt servicing gulped 
more than capital expenditure during the period under review, and this re-emphasized 
LCCI's concerns about debt costs and why government must initiate moves to borrow at 
cheaper rates.

2022 Budget Analysis
The LCCI President, in analyzing the 2022 budget commended the government for 
projecting a non-oil revenue that is higher than expected revenue from oil. Below are some 
facts about the 2022 Federal Budget: 

Revenue
£ The projected aggregate revenue available to fund the 2022 budget of N10.74 trillion 

(inclusive of GOEs) is 32% higher than the 2021 projection of N8.12 trillion. Without the 
GOEs retained revenue, the FGN revenue is projected at N9.01 trillion.

£ To promote fiscal transparency, accountability & comprehensiveness, allocations to 
TETFUND and the budgets of 63 GOEs are integrated into the FGN's 2022 Budget 
proposal.

£ In aggregate, 35% of projected revenues is to come from oil-related sources while 65% is 
to be earned from non-oil sources.

Expenditure
£ The 2022 Aggregate FGN Expenditure (inclusive of GOEs and project-tied Loans) is 

projected to be N17.13 tn, which is 18% higher than the 2021 Budget.
£ Recurrent (non-debt) spending, estimated to amount to N6.91tn, is 40% of total 

expenditure, and 20% higher than the 2021 Budget.
£ Aggregate Capital Expenditure of N5.96trn is 35% of total expenditure. This provision is 

inclusive of the capital component of Statutory Transfers, GOEs Capital & Project-tied 
loans expenditures.

£ At N3.61trn, debt service is 21% of total expenditure, and 34% of total revenues.

Budget Financing
£ The overall budget deficit is N6.39 trn for 2022. This represents 3.46% of GDP.
£ The budget deficit is to be financed mainly by borrowings: Domestic sources (N2.57tn) 

and Foreign sources N2.57trn
£ Multi-lateral /bi-lateral loan drawdowns: N1.16trn
£ Privatization Proceeds – N90.7 bn
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Other highlights:
£ The LCCI President advised that the government needs to watch the rising recurrent 

(especially personnel) expenditure in the presence of projected double-digit inflation. It 
is more sustainable to empower the private sector to create jobs while the government 
creates a thriving business environment. 

£ The Chamber, on different occasions, has raised concerns about our debt costs. We 
need to re-assess our debt sources to borrow at lower rates or access more zero-interest 
loans like the Sukuk.

£ The position of the LCCI President on debt was reiterated when he advised the 
government not to justify borrowing with a 30% of Debt/GDP ratio alone, but to consider 
the risk of becoming insolvent when Nigeria's Debt Service/Revenue ratio has hit 76% as 
at November 2021. 

£ The President concluded that government should identify and plug existing revenue 
leakages, enhance tax compliance and reduce tax evasion by leveraging technology 
and automation that reduces the human interface between government agencies and 
business operators. 

£ The charge also went to the government to fix fiscal drainers like subsidies as well as 
widen the tax net instead of putting more tax burden on existing taxpayers. 

KETNOTES ADDRESS- MR. BISMARCK REWANE
Mr. Bismarck Rewane started the budget analysis by commending LCCI for consistently 
being a bold, fearless, and honest catalyst of advocacy in Nigeria, especially in a country 
where we have an honesty deficit. He applauded the policymakers for the early passage 
and presentation of the budget which has been consistent in the past 5-6 years. Annual 
budgets should be evaluated from 5-perspectives how much will be raised, spent, what is 
the difference between what is raised and spent, what impact will the budget have on the 
welfare of people, and how will you finance the budget? A budget is a tool for economic 
management that presents the estimated or projected revenue and expenditure for a 
specific period which is usually a year. The budget is instrumental in stimulating output 
growth, boosting employment and investment level, as well as redistributing income and 
wealth equitably. 

Budget and the Nigerian Experience
£ An in-depth analysis revealed a 25.83% nominal increase in aggregate expenditure of 

the 2022 budget to N17.1trn, but the increase in real terms is 6.45% if adjusted for inflation, 
while the estimation in dollar terms shows a 3.81% increase in FGN expenditure after 
incorporating changes in exchange rates. 

£ The recurrent expenditure tops the list of allocated expenditures with N6.9trn, followed 
by capital expenditure (N5.96trn), while debt servicing will cost N3.61trn, and the least 
allocated expenditure is sinking fund with N270.71bn. 
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£ However, the projected fiscal deficit which stood at 6.4trn in 2022 might not yield the 
intended impact on the economy, because fiscal spending is not complemented with 
adequate domestic and foreign investment. 

£ The N410.15/$1 assumption is ambiguous and unrealistic in the face of depreciating 
Naira already above that rate. However, the benchmark of $62 per barrel is realistic, 
while being optimistic about oil production, inflation, and GDP growth assumptions.

£ The estimated size of Nigeria's budget is about N40 trillion (multiply the federal budget by 
2 for simple estimation) when the state and local government budgets are incorporated, 
but the size of Nigeria's economy is estimated to be around N160 trillion. This becomes a 
pessimistic view about the significance of N17.1 trillion federal government budget in an 
economy that is worth over N200 trillion (including the informal sector). 

£ Comparing the budget-to-GDP ratio shows Nigeria is the least among its peers at 7.9%, 
against Ghana, South Africa, and Angola with 26%, 29%, and 14% respectively; although, 
this statistic is not reflective of reality because Nigeria in this context is Federal 
government. In this regard, Nigeria needs private sector impetus, and investment-
friendly policies to help in bridging the gap, but this cannot be achieved without a 
peaceful political environment.

 
Nigeria's Key Fiscal Challenges
The identified key macroeconomic challenges facing Nigeria's economy include output 
gap, monetary gap, fiscal and external imbalances. The policymakers and stakeholders 
should be worried and provide solutions to the persistent deflationary or recessionary gap 
(potential GDP is greater than real GDP) experienced by Nigeria over the years, an 
indication that the labor force is growing faster than the rate of decline in unemployment. In 
the same vein, the government should prevent the widening fiscal gaps (measures the 
extent to which the government's commitments like spending and debt obligations exceed 
its resources or revenues over a period of time). This could lead to investors' loss of 
confidence in Nigeria's ability to pay debts or fulfill her obligations. The real GDP should grow 
at 2% above the potential GDP for it to have a notable impact on unemployment, but 
Nigeria's economy is seemingly far from achieving this when the present potential GDP 
growth stood at 9%, while the projected real GDP growth for 2022 is around 3.5%.

The widening fiscal gap is linked to the steep rise in the total debt stock, due to revenue 
crunch and rising expenditure. For instance, in 2021 $6.2bn of Eurobond was issued, while 
external debt is on the verge of clinging $40bn. The government should prepare for the 
increased burden of debt as some of the advanced economies mull rate hikes which may 
lead to a rise in global interest rates. Consequently, this will lead to higher debt service costs 
that will jostle existing limited funds for capital expenditures.
  
There is a need for an increase in investment in the production and trade sector, alongside 
fiscal consolidation and diversification of revenue base to scale through the hurdles of fiscal 
challenges in Nigeria. Reducing the leakages through effective accountability and 
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transparency in public finance, as well as the elimination of subsidies will be pivotal in 
reducing fiscal imbalances that have somewhat defied solutions in Nigeria.

Increasing investment in the real sector is another salient solution against fiscal challenges 
because it will unlock idle resources, and by implication boost productivity, spur output 
growth and increase government revenue. The benefits of these investments may not 
manifest in the face of policy uncertainty, heightened insecurity, and regulatory 
bottlenecks that create a hostile business environment. Thus, the government should initiate 
policies that promote ease of doing business. Having established that oil still accounts for 
over 50% of government revenue and more than 80% of foreign exchange earnings, it is 
recommended that we widen the country's revenue base to boost financial resilience that 
will reduce vulnerability to oil price shocks.

Events that will shape the Nigerian Economy in 2022 
The drivers of economic performance are projected to largely depend on the successful 
implementation of the 2022 budget, which serves as offspring and foundational in achieving 
the newly approved 5-year National Development Plan. 
The year is an electioneering campaigns period for the 2023 general elections. More money 
will be in circulation due to pre-election spending. 
The expectation from the policy space includes proposed subsidy removal, implementation 
of cost-reflective tariffs, the key amendment to the Finance Act to support revenue 
mobilization, shift to a convergent floating exchange rate, and increased supply of forex by 
the CBN. 

Other key events that will spur the business environment in 2022 include the launch of the 
Dangote refinery and the adoption of the 5G network, while the policy trajectory will witness 
subsidy removal, exchange rate adjustment, and a high likelihood of tightening monetary 
policy given the trend of interest rates in the global space.  The bane of reforms in 2022 will 
likely come from riots, criticism of eleventh-hour growth-led policies, and the heightened 
uncertainty about what is next. 

MAJOR HIGHLIGHTS FROM ORGANIZED PRIVATE SECTOR REPRESENTATIVES
£ The panel identified the consistent rise in the recurrent expenditure due to unsustainable 

rising recurrent costs and the forbearing burden of debt servicing on revenue. 
£ The panel agreed with the Minister of Finance on existing revenue leakages that are 

associated with a payment system that encourages human interface. Some 
automation projects have also been frustrating in the past. 

£ Though Government has acknowledged the contribution of the private sector,  little is 
done in terms of actions to engage and involve the private sector in policy formulation 
and implementation. For instance, the private sector which is expected to invest over 
N200tn in the 5-year development plan was not fully engaged in the planning and 
design stage of the Plan.
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£ There was consensus on how the imposition of revenue targets on Government-Owned-
Enterprises and MDA's will result in an unfriendly business environment due to the 
government's high expectations about revenue generation at the expense of creating 
opportunities that promote inclusive growth.

£ The panel wondered why Nigeria prefers building debt stock with higher costs when 
cheaper sources are possible. It was concluded that the Nigerian government willfully 
prefers to borrow at a higher cost than exploring non-interest-bearing loans and 
securitization of assets as alternatives.

Recommendations:
From the Budget Analysis Session, the following recommendations were made for 
improvement in the federal budget and the Nigerian economy at large. 
£ Government should embark on a holistic investigation of wasteful components in 

recurrent expenditure and embark on a rigorous rationalization of the expenditures as 
control measures. The current rising recurrent expenditure is not sustainable. 

£ As clearly proposed by the Minister of Finance, an intensive halt to revenue loopholes 
should be given stern attention across all revenue sources of government.

£ There should be more engagement of the private sector in national economic 
development plan process to achieve inclusive growth of the economy. It is more 
sustainable to empower the private sector to create jobs while the government creates 
a thriving business environment.

£ The government should consider non-interest-bearing loans and assets securitization as 
a new model of growing the debt stock as this will reduce our debt servicing burden. 

£ The government should identify and plug existing revenue leakages to boost revenue 
mobilization, enhance tax compliance and reduce tax evasion. This is possible by 
leveraging technology and automation and reducing the human interface between 
government agencies and business operators.

£ Government should integrate states' and federal budgets to have a representative 
budget for Nigeria that is comparable among emerging economies in Africa.

Signed:
Dr. Chinyere Almona, FCA
Director-General,
Lagos Chamber of Commerce and Industry (LCCI)
Wednesday 9th February 2022
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