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SeCtion 1 Preamble and Background

1.1 - The Preamble

1.1.1 - Introduction

The EFU-FSP-BPS constitute the major components of the Annual Budget Process in Jigawa State.
These set of principles provides logical starting point for the development of Medium-Term
Expenditure Framework (MTEF), which highlights the context of the annual budget. The key objective
is to achieve fiscal realism and sustainability for both the medium and long-term development of the
State through an institutionalized fiscal reform.

The foundation for any fiscal discipline and the attainment of fiscal realism start with the Economic
and Fiscal Update (EFU). It (the EFU) presents data and analysed information on all the strata of the
state, national and global economic and fiscal situations. This forms the basis for fiscal and
macroeconomic assumptions and projections reflected in the Fiscal Strategy Paper which also goes
further to manifest medium-term fiscal projections (revenue and expenditure). The EFU gives a
measured reflection of recent budget performance identifying factors that significantly affects the
attainment of budgetary outputs and outcomes which transmit into the subsequent fiscal plans.

The EFU provides the context for a prospective Fiscal Strategy Paper (FSP) that feeds into the
Medium-Term Expenditure Framework (MTEF) where resources are strategically allocated considering
Government policy objectives and priorities as dictated by the budget policy statements.

Thus FSP is an indispensable element in annual budget process as it determine the resources
available to fund government prioritized projects and programmes in a sustainable manner and
consistent with its development policy objective and priorities as encapsulated in the existing policy
document It provides justification and corroborate the estimation for medium-term major Revenue
and Expenditure aggregates including important components of the MTEF Process such as fiscal
targets, fiscal constraints and an assessment of the fiscal risks.

1.1.2 — The EFU-FSP-BPS in the Budget Process

The “"GREAT TOOL"” an acronym for Government Resource Estimation and allocation Tool ensure that
planning and budgeting process is being kick-started early in the budget calendar. The resultant
outcome of the outcome of the EFU-FSP-BSP process is the Medium Terms Expenditure Framework
which feeds into the Medium-Term Sector Strategies(MTSS) of the key sectors of the Comprehensive
Development Framework (CDF) namely; Education, Health, Agriculture, Environment, Water &
Sanitation, Commerce and Investment as well as three other sectors i.e. Women and Social
Development, Economic Empowerment and Land & Regional Development that would equally
develop a simple medium-term sector plan. Below is the budget cycle and its connection with the
MTEF process summarized in the diagram.

Figure 1: EFU-BPS - FSP in the PEM Cycles
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1.1.3 Summary of Contents

The development of this three-part document consisting of Economic and Fiscal Update (EFU), Fiscal
Strategy Paper (FSP) and Budget Policy Statement (BPS) is to a large extent an integral part of the
policy review and strategic planning process of the PEM Cycle and play a significant role towards
ensuring fiscal discipline and consistency of government’s fiscal plans with its socioeconomic
development objective that reflects conformity with international best practice.

The EFU-FSP-BPS essentially:

i. Provides a summary historical view of key economic and fiscal trends at various levels of
governance expected to influence and impact on the short-term outlook of public expenditure.

ii. Sets out medium term fiscal objectives and targets, including tax policy; revenue mobilisation;
level of public expenditure; deficit financing and public debt; and

iii. Produces the medium-term expenditure framework which provides indicative sector envelopes
for the period 2017-2019 which guides sectors on the production of the MTSS which then
feeds in to the budget;

The EFU which provide the economic and fiscal analysis is presented in Section 2. Primarily, it is
intended to provide policy makers and decision takers with the basic information and knowledge on
the context of the annual budget and planning processes. It also provides an assessment of budget
performance (both historical and current) and identifies significant factors affecting implementation.
Additionally, the EFU includes:

o Overview of Global, National and State Economic Performance
o Overview of the Petroleum Sector
o Trends in budget performance over the last six years

These form the basis for determining the overall budget size over the medium term and the sector
envelopes required in the preparation of medium terms sector strategies. The FSP thus determines
the resources available to fund the development projects and programmes relating to economic
growth, human capital development, service delivery and other administrative cost of governance.
The EFU analysis which feeds into the FSP ensures realism and sustainability in the fiscal projections.



JGS 2018-2020 EFU-FSP-BPS

The BSP in section 4 helps to ensure resources allocation is strategically done in line with
Government development objectives and priorities.

The BEPD provide coordination and leadership for the preparation of these documents in
collaboration with the key PFM agencies being members of the technical working group. Major
decision makers and takers and other stakeholders that formed the target audience of this important
fiscal document include:

. The Executive Governor of the State
o The State Executive Council (ExCo);
. State House of Assembly (SHoA);

. Budget & Economic planning Directorate;

o Ministry of Finance & Economic Planning;

o Due Process & Project Monitoring Bureau;

o All Government Ministries, Departments and Agencies (MDAs);

. Development Partners/Donor Agencies;

. Concerned Civil Society Organizations such as the Budget Monitoring Group and Jigawa
Forum; and

. Interested private sector entities such as financial institutions and the organised private
sector.

1.2 - Background

1.2.1 - Legislative and Institutional Arrangement for PFM
Extant legislations that provides the legal and regulatory framework for public expenditure and
financial management system in Jigawa State are tabulated below:

S/N

Legislations Remarks / Provisions

1999 Constitution of | The 1999 constitution contains the fundamental rules for the PFM
the Federal Republic | across all States in the Federation. Sections 120 — 129 as well as
of Nigeria (as | 162 and 163 of the constitution made provisions for the
amended) management of public revenue, intergovernmental fiscal relations,

taxation, appropriation of public funds, annual accounts, audit of

accounts and investigation by the State Legislature. Sections 120
(i) and (ii) of the Constitution of the Federal Republic of Nigeria,
1999 stipulates that

".. All revenues or other moneys raised or received by a State ...
shall be paid into and form one Consolidated Revenue Fund of the
State." and that "... No moneys shall be withdrawn from the
Consolidated Revenue Fund of the State except to meet
expenditure that ... has been authorized by an Appropriation
Law... "

The Governor is required by the constitution to prepare and lay
expenditure proposals or an Appropriation Bill for the coming year
before the State Legislature.

The Fiscal | The FRL makes provisions for the promotion and enforcement of
Responsibility Law, | best practice in public expenditure and financial management. It
2009 seeks to ensure strategic prioritisation and resource allocation
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through the budget process as well as the promotion of
accountability, transparency and prudence in the entire PFM
process. The law also provides for multi-year fiscal planning,
including aggregate revenue forecasts and expenditure estimates

The Personal Income
Tax Act, 1993 and
Value Added Tax Act,
1993 as amended

The Personal Income Tax Act and Value Added Tax Act provide
guidance on the assessment and collection of personal income tax
and value added tax, respectively

Th Board of Internal
Revenue Service Law,
2010

Board of Internal Revenue Service Law, 2010, which [like the
Personal Income Tax Act of the Federal Government also passed
in 2010] aimed at improving the tax administration and enhancing
internally generated revenue.

Public Finance
[Control and
Management] Law of
1998 [CAP - P13 of
the Laws of Jigawa
State [2012]

The Public Finance (Control and Management) Law contains
provisions for the management of public finance in the State

The State Audit Law,
Jigawa State Laws
1998, Chapter 9

The State Audit Law has provisions that guide the preparation and
audit of all public accounts.

Due Process and
Projects  Monitoring
Law, 2009 (as
amended)

The Due Process and Projects Monitoring Law provides guides for
the achievement of an open, competitive and transparent
procurement system in the State.

Annual
Laws

Appropriation

Annual appropriation laws contained revenue and expenditure
estimates approved by the State House of Assembly in accordance
with section 120 — 123 of the constitution.

Financial Instructions,
Revised 2006

The financial instructions and stores regulations contain
instructions and guidelines for budget regulation and accounting
as well as contract records and stores management. The Fiscal
Responsibility Law and Due Process and Projects Monitoring Law
are improvements to some of these instructions and regulations

10

Financial
Memorandum,
Revised 2016

The Financial Memorandum contain instructions and guidelines for
budget regulations and accounting as well as contract records and
stores management in the Local Government

11

Local Government
Harmonized  Taxes,
Law No. 6 2014

The Local Government Harmonized Taxes Law provides for the
harmonization of taxes and levies to be collected by the Local
Government Councils in the State.
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12

Economic Planning
Board Law No. 8 of
2016

Basis for the establishment of this was Section 7(3) of the
Constitution of the Federal Republic of Nigeria. Some of the
functions of the EPB include:

provide inputs into the short, medium and long-term
development plans of the State and the Local Governments in
line with the State development objectives and priorities;
examine the plans and budgets of the State and Local
Government Councils for consistency with each other and with
the State development objectives and priorities;

examine and take appropriate actions on periodic reports on
budget implementation and other similar reports from MDAs;
monitor and ensure compliance with provisions of the Economic
Planning and Fiscal Responsibility Law by the relevant
Government Agencies;

13

The Contributory
Pension Scheme Law
of 2001 (as amended)

This law made provision for the payment of 17% of the monthly
gross salary of all Permanent & Pensionable staff on the payroll of
State and Local Governments to the Contributory Pension Scheme
Fund

14

Other Treasury
circulars

This include the FSP initiated by the FG, State initiated circulars
related PFM reforms.
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1.2.2 - Institutional Framework for PFM in Jigawa State
MDAs are, and to a certain extent, directly involved in the preparation and implementation of public
expenditure and financial management functions of Government. However, a few number of
Agencies provide coordination and leadership, and also serve as institutional homes that define the
institutional framework for PFM in the State as indicated in the table below:

PFM Institutional Framework — Update on the Roles of Agencies

S/N

PFM Related Agencies

Summaries Roles & Responsibilities

1

Ministry of Finance &
Economic Planning

The PFM functions of the Ministry of Finance and
Economic Planning are carried by its constituent
Departments and Agencies under the leadership of the
Honourable Commissioner. These include Office of the
Accountant Genera, Directorate of Budget and
Economic Planning and the Board of Internal Revenue.

Budget and Economic
Planning Directorate

BEPD coordinates the entire annual planning and
budget process of the State beginning conception of the
EFU-FSP-BPS to the preparation of the Medium terms
Sector plans and the Annual Appropriation Law being
the major outputs. The function of preparing the annual
budget includes all revenue aspects, recurrent
expenditure (personnel and overhead cost) and capital
expenditure. The Directorate is an Agency under the
supervision of the Ministry of Finance and Economic
Planning

Office of the Accountant
General

Office of the Accountant General which essentially is the
Treasury Department is where the financial
management functions of the Ministry of Finance are
mainly centred. It carries out general treasury
operations for the government, including collection of
revenues, expenditure / accounting controls and cash
management. As the Head of the Treasury, the
Accountant General exercises the general management
and supervision of all the accounting operations of the
State Government and serves as the Chief Accounting
Officer of receipts and payments of the State
Government in that respect. The Debt Management
Function is also exercised by the AG's Office. The major
output of the annual operations of the Office of the
Accountant General is the annual Financial Statements
which it submits to the Auditor General for further
action.

Board of Internal Revenue
Service

The Board of Internal Revenue Service (BIRS) is also
under the supervision of the Ministry of Finance &
Economic Planning. The Board has the major mandate
of revenue collection and revenue administration
including having an oversight function of monitoring
revenue collection by other revenue generating
agencies of the State Government. Some of the major
functions of BIRS include: providing general policy
guidelines regarding the functions of internal revenue
service, ensuring the effectiveness and optimum
collection of all taxes and penalties due to the state
under the relevant state and federal laws, supervising
and monitoring all revenue collection from the state
government agencies. On the average, BIRS collects
about 40% of the total State IGR while other MDAs
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collect the rest. On the other hand, Public and Non-
Public Sector PAYE constitute not less than 70% of
what the Board collects annually

5 Directorate of Salaries and | The Directorate of Salaries and Pensions which is under
Pensions in the Office of | the supervision of the Head of the State Civil Service is
the Head of Service responsible for the State's Computerised Payroll

System. It undertakes the preparation of salaries and
pensions for payment for all Agencies of Government
including the Judiciary, the Legislative Arm and the
Local Government Councils

6 Office of Auditor Generals | The Office of Auditor General of the State audits all
(State and Local | accounts of government. It posts auditors to all MDAs
Governments) to undertake post payment audit of transactions. In
addition, the Auditor General embarks on annual audits
of public accounts prepared by the Accountant General
and publishes audit reports. The Auditor General of
Local Governments facilitates the audit of the financial
statements of all LGs in the State and issues a report
annually. Both the Auditor General of the State and the
Auditor General of Local Governments report to the PAC
Committee of State House of Assembly.

7 Due Process and Project | The Due Process and Project Monitoring Bureau
Monitoring Bureau; regulates all procurement activities and carries out
certification of transactions

8 Ministry for Local
Government and
Community Development

The Ministry for Local Governments supervises the
Public Financial Management process of 27 Local
Governments in the State. It ensures that Local
Governments abide by the provisions of Financial
Memorandum and all matters relating to local
government finances. For closer monitoring and
supervision, the Ministry established 9No. Zonal offices
across the State.

1.2.3 - Overview of Budget Calendar

Section 10.5 of the Jigawa State Comprehensive Development Framework provides a framework for
Public Expenditure & Financial Management Reforms and presents a Generic Budget Calendar within
which the annual budget process should be pursued. The indicative Generic Budget Calendar for
Jigawa State Government is presented in the table 1 below:

Table 1: Budget Calendar

A - MTSS / MTEF REVIEW

Baseline Data Collection on KPIs for MTSS / CDF Review April/May BEPD

Medium Term Budget Framework / Fiscal Strategy Paper April/June Working Group
e Review of Government Policies
e Macro-Economic Analysis
e Review of Fiscal Aggregates:

MTSS Performance Evaluation and Review Process May/June BEPD/Sectors
Sector Desk Officer Follow-ups on MTSS / MTSF Performance Review May/June BEPD
Medium-Term Sector Envelops June BEPD
Government Approval / Endorsement of Medium Terms Budget | June EXCO

Framework / Sector Envelops

11
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Issuance of MTSS / MTSF Roll-over Circular (with Sector Envelops) June BEPD
Sector Planning Teams / Stakeholder Briefings on MTSS / MTSF Roll- | June BEPD
over Process
MTSS Roll-Over Process, Strategy Sessions and Follow-ups Meetings | June/July BEPD
by Sector Desk Officers
Finalize Review of Medium Term Documents (MTSS/MTSF) July Sectors/BEPD
Approval of Finalized MTSS / MTSF Documents July/Aug EXCO/SHoA
B - ANNUAL BUDGET PROCESS
Annual Budget Preliminaries
e Issuance of Annual Revenue Circular / Data collection of June BEPD
Revenue Performance
e Compilation and Entry (into IFMIS) of Incoming Fiscal Year June/July BEPD
Revenue Estimates
e Budget Framework Update: Review and Update of Fiscal July BEPD
Aggregates and Preparation of Budget Ceilings for In-
coming Fiscal Year
e EXCO Briefing on Incoming Year Budget Framework July MOF&EP
e Government Approval / Endorsement of Budget Ceilings July EXCO
e Issuance of Annual Budget Call Circular August BEPD
Submission and Review (Examination) of Budget Proposals by Aug/Sept. MDAs/BEPD
Sector Desk Officers and Schedule Officers
Bilateral Discussions with Government Agencies Sept/Oct BEPD/MDAs
Follow-ups and Budget Data Entry into IFMIS October BEPD
Compilation of Proposed Draft Budget Estimates (Consolidated October BEPD
Revenue and Expenditure proposals)
Preliminary Discussions on Draft Budget (Governor / Govt. October EPB
Policy Team (EPB)
High-Level Budget Sessions with Governor Oct/ Nov. HE/BEPD/Sectors
Annual Executive Council Budget Session / Approval of Draft November EXCO
Proposed Budget
Preparation of the Budget Speech and Presentation of the November BEPD / HE
Appropriation Bill to the House of Assembly
House Deliberation and Passage of Appropriation Law Nov / Dec SHoOA
Signing of the Appropriation Law December HE
C - BUDGET IMPLEMENTATION FRAMEWORK
Issuance of the General Release Warrant January BEPD
Issuance of Budget Implementation Guidelines Circular with January BEPD
Approved Budget Portions and Work Plans
Finalize Budget Implementation Profiles (work plan) and obtain January BEPD/MOF&EP
Governor / Exco Approval
Press Briefing by Commissioner for Finance and Economic Jan/Feb MOF&EP
Planning
Publish Approved Budget Document Feb/Mar BEPD
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SeCtion 2 Economic and Fiscal Updates

2.1 - Economic Overview

The Economic Updates take a close look at recent trends economic developments from the global
level down to the local economy and the likely impact of observed trends on future growth prospects.
This is very important given the large exposure of the Nigerian economy to the ups and downs of
global economic developments as affected by commodity prices, foreign direct investments,
dollarization of international trade as well as the inexplicable influence of international financial
institutions — particularly the World Bank and IMF — on the national economy.

2.1.1 - Global Economy

From the IMF perspective as reflected in World Economic Outlook, global growth in 2016 is a modest
3.2% which is broadly in line with last year’s. The latest MF World Economic Outlook (WEQO) provides
some optimism for global economy but also includes some note of caution that are relevant to some
countries including Nigeria. “The global upswing in economic activity is strengthening. Global
growth, which in the year 2016 was the weakest since the global financial crisis at 3.2 percent, is
projected to rise 3.6 percent in 2017 and to 3.7 percent in 2018. Incidentally, the growth forecasts
for both 2017 and 2018 are 0.1 percentage point stronger compared with the April 2017 WEO
forecast. The upward revisions in Euro area, Japan, emerging Asia, emerging Europe and Russia —
where growth outcomes in the first half of 2017 were better than expected, but the recovery is not
complete: while the baseline outlook is strengthening, growth remains weak in many countries, and
inflation is below target in most advanced economies. Commodity exporters, especially of fuel, are
particularly hard hit as their adjustment to a sharp stepdown in foreign earnings continues. Whereas
short term risks are broadly balanced, medium-term risks are still tilted to downside.”

There is substantial uncertainty around baseline projections for global growth, where downside risks
still dominate. The heightened level of policy uncertainty has been exacerbated by recent political
developments—most notably, electoral outcomes in the United States and the United Kingdom. This
and other risks—particularly financial market disruptions amid tighter global financing conditions—
may be amplified over the medium term by mounting protectionist tendencies, slower potential
growth, and lingering vulnerabilities in some emerging market and developing economies (EMDES).
In particular, a prolonged period of elevated policy uncertainty could weigh on investment growth in
In turn, weak investment could adversely affect productivity growth, which has slowed considerably
since the global financial crisis. However, fiscal stimulus measures in major economies—especially in
the United States—could lead to stronger-than-expected global growth, and thus represents a
substantial upside risk to the outlook. Policy priorities: growth-enhancing mix. In advanced
economies, low or even negative real equilibrium interest rates constrain the effectiveness of
monetary policy and may warrant more supportive fiscal policies. In EMDEs, finding an appropriate
balance between fiscal adjustment, measures to reduce vulnerabilities, and growth-oriented reforms
aimed at raising human capital and physical infrastructure should be a priority. Policies that boost
domestic sources of long-term growth— critically, long-term investment and productivity—need to be
pursued. Investing in human and physical capital will help narrow unmet investment gaps in skills
and infrastructure. These policies could be reinforced by efforts to further international integration,
such as those that support growth in EMDE services trade, and that create an environment to
maximize the benefits of foreign direct investment. Measures to support stronger growth and reduce
income inequality will have to be undertaken jointly to overcome extreme poverty.
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Table 2: Real GDP Growth - Selected Countries

Country Actual? Forecast
2014 |2015 |2016 |2017 |2018 |2019 | 2020

Mexico 2.3 2.6 2.0 1.8 2.5 2.8
Indonesia 5.0 4.8 5.1 5.3 5.5 5.5
Turkey 5.2 6.1 2.5 3.0 3.5 3.7
United States 2.4 2.6 1.6 2.2 2.1 1.9
China 7.3 6.9 6.7 6.5 6.3 6.3
Nigeria 6.3 2.7 -1.7 1.0 2.5 2.5
South Africa 1.6 1.3 0.4 1.1 1.8 1.8
Brazil 0.5 -3.8 -3.4 0.5 1.8 2.2
Angola 5.4 3.0 0.4 1.2 0.9 0.9

Source: IMF’s World Economic Outlook, January 2017

Based on the actual and forecast analysis in the table above, China and Indonesia (BRINCS?) shows
stronger performance of GDP growth than the advanced economies such as United States. Angola
though oil exporting country, but its GDP growth seem to be falling from 5.4% in 2014 to 1.2% in
2017. The same goes with Nigeria though projected to pick up to 2.5 in 2018 from 1.0% in 2017.

2.1.2 - Africa

Africa’s economic growth continued to deteriorate in 2016, due mainly to lower commodity prices,
with commodity exporters most adversely affected. Despite this trend, the majority of non-
commodity exporting African countries maintained positive growth. Africa’s growth outlook remains
positive for 2017-18, boosted by expected increases in commodity prices and domestic demand.
Domestic demand continues to drive Africa’s growth. Meanwhile, better macroeconomic
management, increased diversification and an improved business environment will maintain Africa’s
growth resilience in 2017-18. Countries with better co-ordinated and consistent fiscal, monetary and
exchange rate policies are able to weather shocks. Countries perceived as safe destinations for
investments (e.g. because of policy coherence), can accommodate higher external imbalances over
longer periods of turbulence, irrespective of their macroeconomic governance fundamentals.

Africa’s growth is less dependent on natural resources and is increasingly favoured by improvements
in the business environment and in macroeconomic governance. Increased structural diversification
has significantly improved the continent’s ability to withstand external shocks. Policy certainty is
important in mitigating external imbalances, as macro fundamentals are weakening.

Africa’s growth resilience has been tested, but a basis for stronger future growth exists. The fall in
commodity prices, which persisted until early 2016, has tested the validity of the “Africa Rising”
narrative. Africa’s growth slowed to 2.2% in 2016, down from 3.4% in 2015. This fall in gross
domestic product (GDP) growth underscores the importance of a few big economies on Africa’s
overall growth performance in 2016. Nigeria carries the largest weight accounting for 29.3% of
Africa’s GDP. The recession experienced in Nigeria therefore had a more adverse impact on Africa’s
GDP growth than the recessions in Chad or Libya (Figure 1.1). Despite this deterioration, Africa’s

2 Nigeria belongs to the group of countries in BRINCS (along with Brazil, Russia, Indonesia, China and South Africa)
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growth path is expected to remain resilient. This is due to stronger domestic demand, improved
macroeconomic governance fundamentals and a friendlier business environment.

While the slowdown has concentrated mainly in commodity exporters, several factors have
contributed to overall lacklustre performance in 2016. These include simmering effects from the Arab
Spring, dampening of the global economic recovery including emerging economies (notably,
continued slow growth in China, now a major trade partner in several African countries), and pockets
of bad weather and drought in a number of African countries.

The recent fall in commodity prices is slowing growth The decline in commaodity prices that started in
mid-2014 had a devastating impact on several commodity-exporting African economies. Non-energy
commodity prices dropped by 6% in 2016 compared to 2015 prices and were particularly affected by
the drop in metal and mineral prices. Average annual metal prices were 6% lower in 2016 compared
to 2015, attributed mainly to the slowdown of growth in China. Agricultural commaodities remained
stable, even though the agricultural raw material price index recorded a drop from USD 83 in 2015 to
USD 80 in 2016, due mainly to the escalation of subsidies and increased production. Energy prices in
general decreased in 2016 compared to 2014. For example, nominal crude oil prices dropped from a
high of USD 114.8 per barrel in June 2014 to a low of USD 28.9 in January 2016 (Brent Crude, spot
prices).

Domestic demand is becoming increasingly important as a driver of growth. Although natural
resources and primary commodities remain a major driver of growth in Africa, their importance has
declined, while domestic factors including consumption demand play an increasing role in maintaining
the resilience of African economies. Domestic demand driven by Africa’s growing population
represents a major catalyst for African entrepreneurship and the contribution of entrepreneurs to
industrialisation. In this context, institutional and regulatory reforms are slowly improving the
governance and business environment, which provides the necessary support for growth.
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2.1.3 - Nigerian Economy

As highlighted in the FGN 2017-2019 MTEF & FSP, the global economy is becoming more integrated
than ever, with developments in parts of the globe having varying degrees of impact on other parts
depending on the level of interdependence. The shocks of lower commodity prices, slow growth,
regional disintegration among major trading partners and volatility in global monetary policy and
capital flows are having implications on Nigeria. This has resulted in distributional and financial
shocks, arising particularly from Nigeria’s huge dependence on oil revenue. The decline in oil price
since mid-year 2014 has continued to expose the Nigerian economy to both domestic and external
vulnerabilities. Decline in oil exports arising from moderation in growth in countries like India and
China further reinforced the oil price effects, a reversal of the current account surplus as well as
pressures on the foreign reserves and the exchange rate. A flexible exchange rate policy has been
instituted in order to stimulate trade and foreign investment in the economy. In addition, given the
strong historical and economic ties between Nigeria and the United Kingdom, the decision of Britain
to leave the European Union (BREXIT) will potentially have significant impact on Nigeria’s economy.

Nigeria has the potential to become a major player in the global economy by virtue of its human and
natural resource endowments. However, this potential has remained relatively untapped over the
years. After a shift from agriculture to crude oil and gas in the late 1960s, Nigeria’s growth has
continued to be driven by consumption and high oil prices. Previous economic policies left the
country ill-prepared for the recent collapse of crude oil prices and production. The structure of the
economy remains highly import dependent, consumption driven and undiversified. Oil accounts for
more than 95% of exports and foreign exchange earnings while the manufacturing sector accounts
for less than 1% of total exports. The high growth recorded during 2011 - 2015, which averaged
4.8% per annum, mainly driven by higher oil prices, was largely non-inclusive. Majority of Nigerians
remain under the burden of poverty, inequality and unemployment. General economic performance
was also seriously undermined by deplorable infrastructure, corruption and mismanagement of public
finances. Decades of consumption and high oil price-driven growth led to an economy with a positive
but jobless growth trajectory.

After more than a decade of economic growth, the sharp and continuous decline in crude oil prices
since mid-2014, along with a failure to diversify the sources of revenue and foreign exchange in the
economy, led to a recession in the second quarter of 2016. The challenges in the oil sector, including
sabotage of oil export terminals in the Niger Delta, negatively impacted government revenue and
export earnings, as well as the fiscal capacity to prevent the economy contracting. The capacity of
government spending was equally constrained by lack of fiscal buffers to absorb the shock, as well as
leakages of public resources due to corruption and inefficient spending in the recent past. The
current administration recognises that the economy is likely to remain on a path of steady and steep
decline if nothing is done to change the trajectory. It is in this context that since inception in May
2015, Government has made several efforts aimed at tackling these challenges and changing the
national economic trajectory in a fundamental way. The earliest action was the prioritization of three
policy goals: tackling corruption, improving security and re-building the economy.

Macroeconomic

According to the Nigerian Gross Domestic Product Report of the 15t quarter 2017, the nation’s Gross
Domestic Products (GDP) contracted by 0.52% however, the microeconomic environment continue to
strengthen with quarterly real GDP growth returning to positive rate in the second quarter (0.55%
quarter on quarter) and inflation dropping from a high of 17.78% in February 2017 to 15.98% in the
third quarter of the year.

Still, the Nigerian economy is facing serious challenges of decline in crude oil prices, which seem to
occur just about every decade. As an oil exporting country, the decline in crude oil prices is a
downside to the economy in both the short and medium term. However, looking at the previous year
Nigeria is also an importer of refined petroleum products presently this trend is being reduced to
appreciable level and the issue of challenge which has to do with subsidy payments is becoming
history which now has a positive implication of improving government finances.
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In addition, short-term fluctuations remain in crude oil sector despite the fact that there have been
increase in price and production in the region of over 56 DPB and 1.95 MPBD respectively over the
last three months. The non-oil sector of the economy is the main driver of this growth has been on
increase in 2017 because of some measures put in place and are on course to collectively increase by
12.7% for full year compared to 2016. The exchange rate

Table 3: Nigeria Key Macroeconomic Indicators

Item

National Inflation

National Real GDP Growth
Qil Production Benchmark
Qil Price Benchmark
NGN:USD Exchange Rate

Source: National Bureau of Statistics, (WEQ) IMF April 2015; CBN

Petroleum Sector

The oil sector remains a primary source of macroeconomic uncertainty. With the high dependence of
the budgetary and balance of payments positions of the country on oil, changes in prices or in the
performance of the oil sector have a major impact on the macroeconomic picture. The Nigeria’'s
recent challenges to macroeconomic management relate to weakened oil revenues and instability of
short-term capital flows. Consequently, foreign and fiscal reserves declined as indicated by the table
5 below.

Table 4: Nigeria Mineral Statistics

2014 75.73 2.21
2015 43.83 2.16
2016 49.89 1.76

Source: CBN Reports (Data & Statistics)

2.1.4 - Jigawa State Economy

The Jigawa State economy mainly depends on agriculture and other informal sector activities. As an
agriculture-based economy, about 80% of the population is engaged in subsistence agriculture.
Merchandise in agricultural produce and livestock is thus very prominent including small and micro
business enterprises, wholesale and retail trades and other artisanal trades. According to UNDP
Human Development Report 2008, the State’s GDP is around &574 billion with a GDP per capita of
N125,327.41 (USD 996.01) — that is before the rebasing of Nigeria's GDP. At an annual average
growth rate of 5 percent, the size of the State's GDP in 2015 could be extrapolated to be around
N808 billion. Jigawa State ranked as the 10th largest non-oil and gas economy in Nigeria® and is
among the top ranking crop producers in the Country. For a number of agricultural produce such as
sesame, rice, gum arabic, and wheat, Jigawa State is ranked among the top three states. The
renewed focus on agriculture as the prime mover of the State’s Economy and a major source of
employment and poverty reduction has started making appreciable impact. Through the cluster
farming in collaboration with Dangote group, agricultural productivity for some of the selected crops

? Jigawa State Business Environment Improvement Strategy (GEMS3), November 2013
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has more than doubled in one year with thousands of youths mobilised into the sector. There is also
concerted effort to achieve significant value addition for most of agricultural produce. The net effect
of this would be an increase in the state’'s GDP and increased purchasing power among the
population.

The Informal sector is vibrant and diverse business activities that cut across all economic activities,
employing more than 1.5 million people and contributing approximately 70-80% of output. Generally,
trade and commerce are undertaken on small and medium scale (especially for agricultural goods
and livestock with the dominant SME activities also being agro-allied). Other informal sector activities
include blacksmithing, leather-works, tailoring services, auto repairs, metal works, carpentry, tanning,
dyeing, food processing, masonry, quarrying, block-making, etc. The Export Processing Zone (EPZ) at
the border town of Maigatari presents huge opportunities for the development of small- and medium-
scale enterprises and cross-border trade in all goods - manufactured and value-added agricultural
commodities. Several proto-type factory buildings serviced with all the requisite infrastructure,
utilities and security services were developed in the EPZ presenting huge opportunities and potentials
for the establishment of SMEs and other medium-scale manufacturing industries. With its agriculture-
based economy and a population of close to 5 million, the State has high potential for both
production and consumption. The State has a good Business and Investment Climate in terms of the
requisite infrastructure for economic development such as roads, airport and information &
communication technology.

The Economic and Investment Summit of 2013 and the subsequent establishment by the State
Government of a State Advisory Council on Economic Management and Investment Promotion has
produced a new trajectory for the economic growth of the state in which Commerce & Industry will
be another strategic pillar for the socioeconomic development of the State. Through the Investment
promotion Agency, State Government is taking a leading role in facilitating the development of
private enterprise, focusing on continuous improvement of the business environment and investment
climate, as well as investment promotion aimed at attracting private sector investment from within
and outside Nigeria. Since 2015, at least three private rice mills were commissioned while Dangote
Rice Mill is also expected to come on board in 2017. Investment into the solid mineral sector is also
becoming evident with a granite factory established in Dutse.

2.2 - Fiscal Update

The Fiscal Updates cover the historical trends of various fiscal components on both the revenue and
expenditure sides. The performance of each aspect of the revenue and expenditure component is
assess through a comparative analysis of the approved estimates and budgetary outturns. These
covered the following areas:

2.2.1 - Revenue Side

Under the revenue aspect, the Fiscal Update compared the budgetary allocation versus actual
receipts for the period 2011-2016 and the 2017 Approved budgetary allocation covering Statutory
Allocation, VAT, IGR, Excess Crude and Capital Receipts consisting of loans, grants, contributions &
reimbursement and other miscellaneous receipts. The historical trend of each revenue aspect is
shown in figure 2 - 8 below. It should be noted that the 2016 actual performance is based on Report
of the Accountant General of the State.



Figure 2: Statutory Allocation
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FAAC Statutory Allocation Budget vs Actual: 2011 - 2017
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° 2011 2012 2013 2014 2015 2016 2017
DBudget 30,000,000,000 39,600,000,000 44,100,000,000 46,000,000,000 36,405,000,000 33,340,000,000 38,504,000,000
mActual 36,300,009,572 37,738,100,358 42,680,239,196 43,132,505,671 34,640,743,545 22,812,364,292

Performance 121.0% 95.3% 96.8% 93.8% 95.2% 68.4%
Growth 3.96% 13.10% 1.06% -19.69% -34.15%
Year

Statutory Allocation is a transfer from Federation Account which is distributed to all three tiers of
government based on vertical (percentage to each of the three tiers) and horizontal (example
equality, land mass, population) sharing formula. The revenues that flow into federation account
come from Mineral (largely Oil and Gas) and Non-Mineral (Custom/Excise and FIRS) sources. From
the above graph, it indicated that the revenue trend accruing from this source over the years showed
some variances between the budgeted and the actual receipts. While the actual performance in 2011
exceeded the target by 21%, that of 2012 — 2015 had an average performance of more than 95%.
However, due to recession and dwindling Qil revenue the performance for 2016 was slightly over
68%. Going by the estimated figure of this revenue, the graph indicated that from 2011 - 2014
estimated statutory allocations increased at different level whereas from 2015 — 2016 it fell by about
9% but picked up in 2017 by over 15%.

Figure 3: VAT

VAT Budget vs Actual: 2011 - 2017
14,000

12,000

10,000 ] _I

8,000

6,000 ——

Value (NGN Million)

4,000 T—
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2011

2012

2013

2014

2015

2016

2017

D Budget

7,500,000,000

8,500,000,000

9,600,000,000

10,500,000,000

12,167,000,000

11,355,000,000

9,404,000,000

BActual

7,533,554,804

8,270,559,390

9,302,960,585

9,542,644,221

9,102,852,467

9,279,655,710

Performance

100.4%

97.3%

96.9%

90.9%

74.8%

81.7%

Growth

9.78%

12.48%

2.58%

-4.61%

1.94%

Year

The Value Added Tax (VAT) is a federally collected revenue that accrue from 5% tax which is
applicable to sales of almost all goods and services within the Nigerian economy collected by Federal
Inland Revenue Service (FIRS) and distributed across the three tiers of government. The 50% of the
total revenue from VAT is shared across the 36 States of the federation. The distribution to each
state is based on a set of criteria slightly different to those used for Statutory Allocation. The
performance with respect to this class of federally collected revenue from 2011 — 2016 was
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satisfactory with an average receipt of more than 90%, out of which 2011, 2012 and 2013 recorded
an impressive performance of 100.4%, 97.3%, 96.9% respectively. The graph also indicated that,
the estimated collection from this segment of revenue increased from 2011 to 2015 and drop by
about 7.2% and 17.2% in 2016 and 2017 respectively.

Figure 4: IGR

IGR Budget vs Actual: 2011 - 2017
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DBudget

4,670,000,000

6,510,000,000

7,507,000,000

8,407,000,000

8,048,000,000

14,067,000,000

12,439,000,000

BActual

3,755,496,741

7,844,900,135

9,755,337,732

6,348,989,377

11,568,869,232

9,425,602,373

Performance

80.4%

120.5%

129.9%

75.5%

143.7%

67.0%

Growth

108.89%

24.35%

-34.92%

82.22%

-18.53%

Year

The revenue collected within the State that relates to income tax, fines, levies, fees, licences and
other sources is referred to as Internally Generated Revenue (IGR). Even though the revenue form
the basis of the budget estimates and the approved IGR estimates, as shown in the graph, have been
steadily increasing over the years, generally, it contributes a small proportion to the total income of
the State, as contribute insignificant percentage of the total income of 2011 -2017 fiscal year. This
showed the level of high dependency on external sources which the State has less control. With
exception of 2011, 2014 and 2016 with performance 80.4%, 75.5% and 65% respectively, the 2012,
2013 and 2015 exceed the targeted revenue by about 21%, 30% and 44% respectively which
indicated under-estimation of the IGR in these fiscal years. With exception of 2017 fiscal year which
the approved estimates fall by 13% as compared to that of 2016, the estimated IGR increase
nominally from 2011 to 2016 financial year. However, it is worth noting that in all the years PAYE
formed the major component of income tax and is considered as main contributor to the State IGR,
likewise recurrent grants & reimbursements (0.5% and 1% from Local Governments) which is used
to financed Local Government Audit & Ministry for Local Government and Local Government Service
Commission respectively are also considered as major contributors of IGR for the State.
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Other Federation Account Receipts Budget vs Actual: 2011 - 2017
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8,600,000,000

15,840,000,000
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17,470,745,946

13,155,112,244

13,171,949,046

11,288,825,431

4,615,807,230

13,220,260,075

Performance

203.1%

83.0%

119.7%

112.9%

57.0%

300.5%

Growth

-24.70%

0.13%

-14.30%

-59.11%

186.41%

Year

Other Federation Account Receipts comprises of Excess Crude oil proceeds, Excess crude differential,
Exchange gain differential and NNPC & other refunds, Liquefied Natural Gas gain, etc. From the
above, the actual performance from 2011 to 2015 decreased in different proportion but rose in 2016
fiscal year. In all the years, the performance exceeded the approved estimates most especially in
2011 where very high disbursements of excess crude oil, excess crude differentials, Exchange rate
gains and NNPC refunds were recorded. Likewise in 2016 the same disbursements increased by over
186% as compared with that of 2015 financial year. As further revealed by the graph, the
conservative projections of this class of revenue were made based on the realities on the ground,
however as exogenous variable which the State has less control the performance turn out be,
contrary to our projections, for the better. With exception of 2012 and 2015 which the performance
fall below targeted estimates by 17% and 43% respectively, the other years surpassed the targets
from a minimum of over 12% in 2014 and maximum of over 200% in 2016.

Figure 3: Grants, Contribution & Reimbursement

Grants Budget vs Actual: 2011 - 2017
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Grants, Contributions and Reimbursements are expected drawdown from International organizations
such as UNICEF, DFID, World Bank-supported SLOGOR project, etc; Grants from National Trust
Funds such as UBEC Intervention grants, TETFUNDS and Federal Government MDG-CGS grants; 2%
Local Governments Capital contributions for the funding of State University and Local Governments
capital contribution for the State wide projects and programme and reimbursements from Federal
Government for the Galaxy ITT and Airport. Going by the chart above, it indicated that there was
impressive performance of 91.5%, 125.5% and 186.9% in 2011, 2012 and 2013 respectively. The
high performance of about 26% and 87% were as a result of high drawdown in 2012 from UBEC
intervention grants, MDG-CGS grants, EU-UNICEF grants for water & sanitation intervention and
additional Local Government contribution for State wide projects in 2013 fiscal year. While the
budgetary provision fall by about 32.3% in 2015 compared with that of 2014 and by about 10% in
2017 compared with that of 2016, the performance was only about 19.5% in 2016 due to non-
payment of UBEC matching grants and emerging economic recession.

Figure 7: Other Capital Receipts

Other Capital Receipts Budget vs Actual: 2011 - 2017
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Performance 0.0% 83.4% 32.5% 18.9% 211% 28.9%
Growth 0.00% -72.82% -14.66% 291.00% 160.12%

Year

Other Capital Receipts is made up of capitalized revenue of parastatals, proceeds from the sales of
houses & rentals, recoveries of workbull programme, sales of condemned stores, etc. While no
receipt was recorded in 2011, there was impressive performance of over 83% in 2012, of which
about 88% out of this has accrued from proceed of the sales of Sugar Company which was not
anticipated by the approved budget. Conversely, the graph indicated different level of dismal
performances ranging from 32.5%, 18.9%, 21.1% and 28.9% in 2013, 2014, 2015 and 2016
respectively. It also revealed that the budgetary provision fall by about 19% in 2012 and over 43% in
2013 but continued to increase by over 31.8% in 2014, 71.4% in 2015 and 47.4% in 2016.
However, it dropped slightly by over 2.4% in 2017 financial year. The ambitious estimates for 2016
and 2017 was as a result of intention of the State to recover some amount for the sales of Tricycles
to Adamawa State, sales of cleared Tricycles, sales of 3-star hotel Dutse and Cassava company at kila
as well as expected balances from various project accounts.
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Figure 4: Loans

Loans Budget vs Actual: 2011 - 2017
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Loans comprise of both internal and external loans. Up to 2014, the only internal loan was that from
the Federal Mortgage Bank for Mass Housing Projects in the State while external loan included the
World Bank, IFAD and AfDB for the implementation of Fadama III, Community-based Agriculture &
Rural Development Programme and continuation of Fadama II by JARDA; World Bank supported
Malaria Control Booster Programme and Health system Development Fund and World Bank Loan for
HIV/AIDS Control Programme. Based on the above chart, actual performance up to 2014 was
consistently less than what was budgeted. The 812.6 billion estimated for 2015 is based CBN loan of
N12 billion for socio-economic development and a WB loan for HIV/AIDS of #200 million. The CBN
Loan of N12 billion was fully drawn which makes the performance very impressive at over 96%. The
contributed immensely to the high opening balance in 2016 as the funds was accessed towards the
end of the year.
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2.2.2 - Expenditure

Under this aspect, the Fiscal Update considers budget versus actual expenditure for the period of
2011 — 2016 and budgetary provision of 2017 that relate to recurrent expenditure (Consolidated
Revenue Fund (CRF) Charges, Personnel Costs and Overhead Costs) as well as Capital Expenditure.
As with the case of revenue, the actuals for 2016 were based on the Report of Accountant General.
The analysis of performance of the expenditure (recurrent and capital) is depicted in tables 9 to 13
below:

Figure 5: CRF Charges

CRF Charges Budget vs Actual: 2011 - 2017
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OBudget 2,481,000,000 2,490,000,000 2,533,000,000 3,554,000,000 2,485,000,000 5,215,000,000 5,760,000,000

BActual 3,525,530,071 1,895,720,714 2,430,905,495 3,575,711,379 3,172,524,254 3,081,084,635
Performance 142.10% 76.13% 95.97% 100.61% 127.67% 59.08%
Growth -46.23% 28.23% 47.09% -11.28% -2.88%

Year

Consolidated Revenue Funds (CRF) Charges are expenditure which consisted of personnel costs for
statutory officers (the Governor and Deputy Governor, the Auditor General, the Accountant General
and Chairmen & members of the Commissions), pension & gratuities, loan repayment & servicing as
well as recurrent expenditure of the judiciary (Judicial Service Commission, High Court and Sharia
Court). As revealed by the chart above, the estimates of this class of expenditure slightly increased
from 2011 to 2013 while the actual performance of the corresponding periods indicated a higher
performance in 2011 with over 142% and fall down to about 86% in 2012 as a result of dropped in
the payment of public Debt Charges. The targets and performance in 2013 and 2014 indicated a
good projections with an average performance of more than 98%, though the 2014 witnessed an
increase of about 29% and 32% in the approved estimates and performance over that of 2013 fiscal
year due to reflection 17% State government contribution to pension new scheme and increase in
the settlement of Public Debt charges. Moreover, the graph indicated that from 2016 to 2017 the
approved estimates experienced a high increase because of the commitment of the State government
to service the debts, which these alone (public debts service) were earmarked about 57% and over
61% respectively. The expenditure trend for 2016 fiscal year correspond to that of 2015 with
slightest decrease of only about 3%.
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Figure 6: Personnel Costs

Personnel Expenditure Budget vs Actual: 2011 - 2017
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Performance 103.50% 102.39% 103.79% 102.48% 101.05% 95.91%
Growth 10.51% 8.69% 5.34% -2.76% -0.03%
Year

The personnel costs covered the salaries and allowances of civil servants as well as political & public
office holders. As indicated by the graph, personnel costs increased steadily from 2011 when the
N18,000 new minimum wage and new salary structures for health workers, judiciary and staff of
tertiary institutions were implemented. This segment of recurrent expenditure both budgeted and
actuals continue to slightly increase within the acceptable range up to 2014 as a result of normal
annual increment, very few recruitments and occasional changes in salary structures and schedule of
allowances but the 2015 budgeted and actuals slightly fall down compared with that of 2014 by 1.4%
and 2.8% respectively. Nevertheless, between 2015 to 2017 financial years the budgetary allocation
increased by over 5% and 7% due to additional provision for new recruitments mainly in Health and
Education sectors, though the 2016 actual performance slightly decreased by less than 0.1% due to
retirements of technical staff across the sectors and deferment of new recruitments. Overall, the
performance from 2011 — 2016 was satisfactory with an average of about 102%. Please note that
budgetary provision and actual performance for personnel cost of primary education staff was not
included in the update.

Figure 7: Overhead Costs

Overhead Expenditure Budget vs Actual: 2011 - 2017
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mActual 15,295,165,065 17,393,319,443 18,710,780,571 20,256,748,063 14,806,051,988 11,452,907,762
Performance 147.95% 125.58% 109.64% 105.00% 74.26% 59.54%
Growth 13.72% 7.57% 8.26% -26.91% -22.65%
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Overhead costs is also referred to as operational costs for the day-to-day operation of the
government. As indicated by the graph, from 2011 to 2015 budget estimates continued to rise but
later fall at the same proportion of 3.7% in 2016 and 2017 due to application of control measure to
cope with dwindling revenues which necessitated increase in fiscal prudence. The increase in both
budgetary and expenditure outturn from 2011 — 2015 was as a result of increase in enrolments of
boarding students and upward review of feeding rate which has implication of increase in the cost of
institutional feedings, more candidates sitting for WAEC, NECO and JAMB which increased the
payment of examinations fees, maintenance of water pump generators and streetlight of the Local
Government headquarters and State capital which was associated with high cost of fuel, increase in
the number of internal and external students sponsorship, cost of security, etc. As shown by the
chart, the actual performance in 2011, 2012, 2013 and 2014 exceed budgeted estimates by about
48%, 26%, 10% and 5% respectively. The revised budget of 2011 accommodated the increase in
the expenditure.

Figure 8: Capital Expenditure

Capital Expenditure Budget vs Actual: 2011 - 2017
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mActual 34,215,433,348 47,435,358,493 49,604,809,820 47,694,049,011 27,368,597,441 23,511,626,617
Performance 98.34% 88.32% 82.34% 88.65% 66.58% 32.74%
Growth 38.64% 4.57% -3.85% -42.62% -14.09%

Year

Capital expenditure largely consists of projects and programme considered to be the major source of
public investments in infrastructure and human development. As indicated by the above graph, the
budgetary provision increased at different level from 2011 to 2013 but witnessed a drop of about
12% 2014 and 31% in 2015 due to changes in macroeconomic indicators. The trend has however
changed in 2016 and 2017 with significant increase of about 75% and 64.2% compared to that of
2015 fiscal year due to high capital receipts financing. Thus, indicated commitment of the
Government in earmarking more resources to capital investments to improve the well-being of its
populace. Going by the trend of performance, the chart indicated that 2011 to 2014 performed
remarkably within the range of maximum of over 98% in 2011 and minimum of over 82% in 2013.
The performance was however about 67% and 33% in 2015 and 2016 as the envisaged grants and
other capitalized revenues among others have not actualized and hence the performance was very
low with a drop of over 74% and 104% compared with that of 2014 fiscal year. Generally, the
dismal performance in 2015 and 2016 was not unconnected with massive revenue shortfalls
occasioned by economic recession coupled with political transition of 2015. The 2017 performance,
whether high or low, will depend on actualization of the envisaged grants, capitalized revenues, loans
drawdown and excess of recurrent revenue over recurrent expenditure.
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Figure 9: Capital Expenditure Ratio Budget and Actual

Capital Expenditure Ratio Budget and Actual: 2011 - 2017
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As indicated by the chart, the capital expenditure ratio was relatively stable and consistent within 50%
to 60% between the periods of 2011 to 2016. However, 2016 saw a quite significant drop from 62%
to 41% indicating wider gap of variance largely due to the consistent increase in recurrent
expenditure particularly the personnel cost component and unrealized drawdowns of grants and
loans.

(Personnel Expenciure by Sector
To. Sector

1Road Developrment
qriukure
onmerced Iustry
Rural Electrification (Energy)
Economic Empowerment
Education
Health
Wiomen & Soc, Deupt
lnformation, Cuure & Sparts
Environment
1 Water Supply
lirhan & Regional Devpt
3|General Administration
Law & Justice

Wihbudget  2016Actual  Perfomance|Average BudgelAverage Actual
B85 159 [EE

U
1,400,

e o | o fen | a= |eo | ma

=

—

[N
=

[N

1329189,

134,729

=




JGS 2018-2020 EFU-FSP-BPS

Ovetiead (st Eendiue by St

. Sector mummu Wikl Dhipt  Mibhtwl  NIShkgt  WiSAcwl  Mi6budt 2015 Adual PermanceAverge v At

1 o Devepamest o vw maem usael s s mmm]| B R
Ihgiskue wmm[ TR AT T T T T R

3 omece sy nown| D] many  E7RA)  ENGN] SLAB mmunl 151 WU
4l et () R T mlm( D I

S Ecoonkc Enponermet s umen]  san o omoml  epa] gom] I
ffuaton Al iR T n]wnm]( s s 3w B MO
Theskh aan] sl mged  sos] oo meen] s s R
BWonend S Det T AT T T DT G
O{frmaton alwel Sprs sl e wpond  wma]  mem] mom| s 55 D

10 ot S T T T 1 O T T I

11 Spoly sl womesl  maml s ooon]  mewns] ] sgmns S i
11 an B Regionl Dt R T 1;0 DT B

13 Genesel Arirain e e T R, ;aananlm( e I T MW 3Ll

14 Lawh D wana] wsn mopd smE nam smE] wmn] 8S B
(Capital Expenditur by Sector

k. |Sector D3Buget  D003Achal  20M4Budget  W4Achal  W5Budget  20MSActual  20i6Budget 2016 Ackal PerforrranceAverage&JdgeﬂAverageActuaI
1 Develormet pssoom| sl omonm smmsl  omon 0@l sy 1 L
Ihgre como] e ommo] sseen Lo  Lsssl e sl T
3|Conmerce&ﬁ1dustry 622,000,[]UU| WY 46 910,000,000| WU 500,[](]0,000| EI 2,140,000,[](]U| 1% 8164 157 1%
1Rural Bchrication (nergy) 545,000,[]UU| WA 350,000,000| 85871 170,[](](],000| 7045 540,000,[](]U| 11820 0% 0%
5{Fconomic Empowerment 1,200,000,[][][]| LR 1,04[],000,000| RREL 500,[](]0,000| 97840 1,200,000,[][]U| B0 176 059
f{Fucation 8,213,000,00[]| ST 7,936,000,000| TR 7,450,[][][],000| 413880 13,620,000,[](]U| SR 06 1%
7|Hea|th 4,145,000,00[]| PRELAN 3,650,000,000| RUITG 2,550,[][][],000| IR 2,715,000,[](]U| LAURG IS 5% 5%
8|Women&Soc.Devpt 216,000,[]UU| 104607 9% 263,000,000| §0sN) 206,5(](],000| 455000 164,000,[](]U| 50500 0% 015%
9|Inforrratbn,01|ture&$ports 2,049,000,00[]| 2361097 1,473,000,000| LT 580,[](](],000| BLIRLY 895,000,[](]U| AN 1 24
10|Env'ronment 815,000,[]UU| 4304154 790,000,000| LRI 477,000,000| 17514 543,000,0[][]| S000 LI 067
Water Sy o] e o] e ooon]  wasn] o] o T
12|lkban&Regbna|Devpt 12,628,000,000| TR 14,373,000,000| USR5 13,350,000,000| SAUI8 55 11,725,000,UUU| 1,646,558,449| B Bl
13|@neraIAdninktration 4,794,200,000| 30854709 3,574,000,000| 10535 2,877,000,000| 2080 3,704,000,000| 0] b6 50
14|I.aw&Justice 415,000,0[]U| B0 3[]1,000,000| B0 89,[][][],000| JCRSIE 178,000,[](][]| LIt U28% 4% 016%

28



JGS 2018-2020 EFU-FSP-BPS

2.2.3 - Debt Position

A summary of the consolidated debt position for Jigawa State Government is provided in the table
below.

Table 5: Debt Position as at 315t December 2016

Debt Sustainability Analysis
A|DSA RATIO SCENARIOS: Sustainability Thresholds As at 31st December 2016
Solvency Ratios Percentage
1|Total Domestic Debt/Total Recurrent Revenue 50% 42.18%
2| Total Domestic Debt/IGR 150% 244.95%
3|Total External Debt/Total Revenue 50% 11.71%
4|Total Public Debt/Total Revenue 100% 53.89%
5|Total Public Debt/State GDP Ratio 40%|  No GDP Figure Available
Liquidity Ratios
6|External Debt Service/Total Revenue 10% 0.45%
7|Total Debt Service/Total Revenue 15% 36.87%
8|Domestic Debt Service/IGR 10% 211.53%
2016 Actual
B|PUBLIC DEBT DATA AS AT 31st DECEMBER 2016 Naira
1{Total Domestic Debt 23,088,256,246
2|Total External Debt 6,407,644,696
3|Total Public Debt 29,495,900,942
4{Total Domestic Debt Service 2016 19,938,340,523
5(Total External Debt Service in 2016 244,487,083
6|Total Public Debt Service 20,182,827,606
C|STATE GDP FOR 2016
1|State GDP 0

The Debt Stock of the State consists of both external (foreign) loans from multi-lateral development
partners including the IDA, AfDB and IFAD; and internal debt in form development loans from
commercial banks (including the CBN) and contractual liabilities. The only commercial bank loan is
that from the Federal Mortgage for Housing Programme which is considered as self-liquidating. The
debt stock as at the end of 2016 is still very modest

From the Debt Sustainability Analysis (DSA) above, when compared with the federal benchmarks, the
State is considerably below all the upper-limits. However, the solvency ratios with regards to
domestic debts indicates a not so favour position requiring a more tighter recurrent spendings. Also
ratio the domestic to foreign debt ratio is less than the ideal with a high proportion of debt being
foreign which brings about some degree of exchange rate risk. From a liquidity and solvency view-
point, the above analysis suggests the State Government is in a position, if it so desired, to take on
more debt to finance capital expenditure especially those that may be considered as self-financing.
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Section 3 - Fiscal Strategy Paper (FSP)

3.1 - Macroeconomic Framework

The Macroeconomic framework is largely based on IMF projections for real national GDP growth
and inflation (consumer price) for 2014-2019 (from the World Economic Outlook June 2017). The
benchmark crude oil production is based on the Federal MTFF document for 2018 — 2020, using a
modified production level for 2018 (2.2 mbp as against 1.8 mbp) while maintaining that of 2018
in 2019 and estimated to slightly increase by 0.2% in 2020. Even though the activities of Niger-
Delta is not predictable and uncertainties in the global oil production and price trend couple with
so many technological innovation the need for modest projection become necessary to be on the
safe side considering the international oil price still fluctuating and of cause production problems
among other major oil producing countries, there is hope for possibility slight increase in the
International Oil market prices. Hence an estimated average of $45 per barrel over the medium
term as against $42.5 in 2017. Based on an liberalization of the foreign exchange market by the
Central Bank, an exchange rate of 305 is maintain for 2018 and 300 is used for 2019-2020.

Figure 10: Jigawa State Macroeconomic Framework

Macro-Economic Framework 2017 A.pproved 2017 Actual Medium-Term Projections

Item Estimates 2018 2019 2020
National Inflation 12.90% 17.00% 12.42% 12.42% 10.00%
National Real GDP Growth 3.00% 0.80% 3.50% 3.50% 4.00%
Qil Production Benchmark 1.800 1.800 2.200 2.200 2.400
Qil Price Benchmark 4250 55.00 45.00 45.00 48.00
NGN:USD Exchange Rate 300 305 305 300 300
Other Assumptions

Mineral Ratio 40 25 35 30 30

3.2 Fiscal Strategy and Assumptions

3.2.1 - Policy Statement

The JSG Fiscal Policy Statement is based on its Fiscal Responsibility Law which advocates "sound
Public Expenditure and Financial Management in the state". Specifically. This is to be achieved
through:

o Emphasis on achieving a more favourable balance for capital expenditure, through
restraining the increasing trend in recurrent expenditure;

o Aligning state government's income and expenditure by keeping spending limits within
the dictates of available resources and within a fiscally sustainable debt position;

o Ensuring strict adherence to 'due-process' in budget execution as well as accountability,
transparency and prudence in the entire public financial management process.

o Boosting IGR in accordance with the recently submitted business case of BIRS;

o Ensuring that the budget process is pursued within a framework that supports strategic

prioritization and rational resources allocation and in accordance with the overall
development policy objectives of the State; and

This strategy is anchored by the State Government's on-going PFM Reform programme.
3.2.2 - Objectives and Targets
The key targets from a fiscal perspective are:

o It is desired to have a higher proportion of capital expenditure compared to recurrent
expenditure;

e Increments in personnel expenditure of between 2.5% to 5% annually is maintained
taking into account the succession plan;
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e Maintain overhead costs within reasonable limit that allow for optimal service delivery;

o Comply with TSA policy to ensure that all revenue collected in the State including that of
Parastatals and Institutions are captured in the same net;

« Emphasize on completion and commissioning of ongoing projects for the benefit of the
people.

3.3 - Jigawa State Medium Term Fiscal Framework
The Indicative Three Year Fiscal Framework for the period 2018-2020 is based on the following
assumptions:

3.3.1 - Assumptions for Revenue Projections

a) Statutory Allocation — based on elasticity forecast using the crude oil benchmarks and
macro-economic indicators in the macro-economic framework as in Section 3.1;

b) VAT - as above, an elasticity based forecast is used, using the national real GDP growth
and inflation rates as the drivers for economic growth.

c) Excess Crude (including NNPC refunds, exchange rate differentials and other ad hoc
distributions) — the estimate for 2018 is based on the collections from January to July
2017 and grossed up for the full year at the current rate and discounted by 50% to arrive
at a realistic estimate.

d) Internally Generated Revenue (IGR) — Despite progress with the implementation of
Treasury Single Account, IGR projections in the immediate term are not expected to be
slightly within the region of 2017 approved estimates. As usual, the IGR of the State
accrued largely from PAYE, LGA statutory contributions, interest on deposits, etc.
Consequently, projection for optimistically assumes a 20% drop in the 2016 estimates to
grow thereafter by 5% annually. It is believed that with current efforts to establish tax-
payer database by Board of Internal Revenue, perfection of the TSA, technical support
from Development Partners towards harmonization / review of tax rates and other efforts
focused on plugging leakages and dealing with the phenomenon of tax avoidance and tax
evasion, it would be possible to me the set target.

e) Grants — Consist of discretional and non-discretional. Most of the grants are non-
discretional and are treated as contra-entries (not included in the Fiscal Framework for
the purpose of sector envelops and budget ceilings);

f) Financing (Net Loans) — Like Grants, most of the loans are considered as non-
discretional and are also not included in the Fiscal Framework, and as well not fopart of
the envelope setting process. Only exception is the CBN Budget support loan of about
N5.5 billion which is generally for the financing of capital investments (with no specific
attachment to a single project or programme;

3.3.2 — Assumptions for Expenditure Projections

i Consolidated Revenue Fund Charges - This includes public debt charges (which is
external debt servicing) which is changing in the medium term and because increasing
Internal Loan Components, this has led to increase in the amount budgeted for to
increase slightly over the medium terms 2018-2020;

ii. Personnel — are largely based on the 2017 actual staff on the State Payroll with
increases in critical areas particularly Education and Health Sectors and few sectors
because of succession plan.

iii. Overheads — Conscious effort would be maintain to keep overhead cost in non-critical
areas within reasonable limit;

iv. Contingency and Planning Reserves — Even though the target is 5% of recurrent
revenue, this may not necessarily be achieved due to the nature of this class revenue in
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the State and the desire to achieve much with capital spending. Recent trends indicate
declining recourse to contingency funds.

V. Capital Expenditure — is based on the balance from the current account, plus the
capital receipts. There is however the desire to achieve a more favourable balance for
capital expenditure (at least above 50%)

INITIAL

Fiscal Framework [COMMON FUNDS

Recurrent Revenue 2014 2015 2016 2017 2018
Statutory Allocation 46,000,000,000 36,405,000,000 43,848,000,000 46,326,000,000 49,088,000,000
VAT 10,500,000,000 12,167,000,000 11,421,000,000 12,503,000,000 13,727,000,000
IGR 8,407,000,000 8,048,000,000 7,891,000,000 8,285,000,000 8,699,000,000
Excess Crude and Other Transfers 10,000,000,000 8,100,000,000 5,878,000,000 5,200,000,000 4,554,000,000
Recurrent LGA Grants [LEAS] 14,840,000,000 14,987,000,000 Contra-Entry Contra-Entry Contra-Entry
Recurrent LGA Grants [60% GHSB Personnel] 1,779,000,000 1,793,000,000 1,761,900,000 1,849,995,000 1,849,995,000
Total Recurrent Revenue 91,526,000,000 81,500,000,000 70,799,900,000 74,163,995,000 77,917,995,000
[stablization, Planning Reserve &Contingency | 2,200,000,000 | 385,000,000 | 3,000,000,000 | 3,000,000,000 | 3,000,000,000 |
Retained Revenue 89,326,000,000 81,115,000,000 67,799,900,000 71,163,995,000 74,917,995,000

Recurrent Expenditure

Public Debt Charges [CRFC] 1,279,000,000 300,000,000 1,000,000,000 1,000,000,000 1,000,000,000
Pensions & Gratuities [CRFC] 700,000,000 680,000,000 600,000,000 600,000,000 550,000,000
Other CRFC 1,575,000,000 1,505,000,000 1,580,000,000 1,627,000,000 1,676,000,000
Total CRFC 3,554,000,000 2,485,000,000 3,180,000,000 3,227,000,000 3,226,000,000
Personnel Costs (State MDAs) 21,510,000,000 21,242,500,000 22,836,000,000 23,977,000,000 -
Personnel Costs (LEASs) 14,840,000,000 14,987,000,000 | Contra-Entry Contra-Entry Contra-Entry
Overhead Costs 18,793,000,000 19,745,500,000 20,733,000,000 21,769,000,000 -
Sub-Total [Personnel and Overheads] 55,143,000,000 55,975,000,000 43,569,000,000 45,746,000,000 -
Total Recurrent Expenditure 58,697,000,000 58,460,000,000 46,749,000,000 48,973,000,000 3,226,000,000
Transfer to Capital Development Fund 30,629,000,000 | 22,655,000,000 | 21,050,900,000 | 22,190,995,000 | 71,691,995,000 |

Capital Receipts

Transfer from Gen. Reserves & Fed. Stab. 1,500,000,000 750,000,000 1,000,000,000 2,000,000,000 2,000,000,000

Internal and External Loans 1,148,000,000 2,100,000,000 Contra-Entry Contra-Entry Contra-Entry

Capitalised Reimbursements 7,600,000,000 5,200,000,000 1,000,000,000 1,000,000,000 1,000,000,000
Local Government Capital Contributions 8,000,000,000 6,000,000,000 4,000,000,000 4,000,000,000 4,000,000,000
State Universiy Contribution LGA Contribution [2%] 1,400,000,000 747,000,000 Contra-Entry Contra-Entry Contra-Entry
Other Tied Capital Reciepts / Grants 3,526,000,000 3,653,000,000 Contra-Entry Contra-Entry Contra-Entry
[Total Capital Reciepts [ 23,174,000000] _ 18450,000000] _ 6,00,000000] _ 7,000,000,000] _ 7,000,000,000 |
[capital Expenditure | 53,803,000,000 | 41,105,000,000 | 27,050,900,000 | 29,190,995,000 | 78,691,995,000 |
Total Budget Size [Expenditure] 114,700,000,000 99,950,000,000 76,799,900,000 81,163,995,000 84,917,995,000
Total Budget Size [Revenue] 114,700,000,000 99,950,000,000 76,799,900,000 81,163,995,000 84,917,995,000
Budget Position - - -

Capital Expenditure Ratio 47.8% 41.3% 36.7% 37.3% 96.1%
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JIGAWA STATE BUDGET AND ECONOMIC PLANNING DIRECTORATE
FISCAL FRAMEWORK FOR 2017 - 2019 MTSS AND 2016 BUDGET

Macro-Economic Framework 2015 Approved 2016 Approved Medium-Term Projecctions

ltem Estimates Estimates 2017 2018 2019
National Inflation 10.50% 12.90% 11.90% 10.00%
National Real GDP Growth 5.50% 3.0% 4.3% 4.0%
Qil Production Benchmark 2.200 1.800 2.200 2.400
Qil Price Benchmark 55 425 45 50
NGN:USD Exchange Rate 197 300 290 290
Fiscal Framework [COMMON FUNDS]

Recurrent Revenue 2015 2016 2017 2018 2019
Statutory Allocation 36,405,000,000 33,340,000,000 36,504,000,000 43,300,000,000 50,340,000,000
VAT 12,167,000,000 |  11,355,000,000 9,404,000,000 9,706,000,000 9,903,000,000
IGR 8,048,000,000 14,067,000,000 12,439,000,000 11,820,000,000 12,410,000,000
Excess Crude and Other Transfers 8,100,000,000 4,400,000,000 | Capitalised 1,150,000,000 1,050,000,000
Recurrent LGA Grants [LEAS] 14,987,000,000 16,787,000,000 15,480,000,000 Contra-Entry Contra-Entry
Recurrent LGA Grants [60% PHCDA Personnel] 1,793,000,000 1,788,000,000 1,937,000,000 1,784,000,000 1,873,000,000
Total Recurrent Revenue 81,500,000,000 81,737,000,000 75,764,000,000 67,760,000,000 75,576,000,000
[ Stablization, Planning Reserve &Contingency I 385,000,000 | 2,442,000,000 | 800,000,000 | 1,200,000,000 | 2,400,000,000 |
Retained Revenue 81,115,000,000 79,295,000,000 74,964,000,000 66,560,000,000 73,176,000,000
Recurrent Expenditure

Public Debt Charges [CRFC] 300,000,000 2,970,000,000 3,540,000,000 2,090,000,000 2,031,000,000
Pensions & Gratuities [CRFC] 680,000,000 700,000,000 675,000,000 641,300,000 609,200,000
Other CRFC 1,505,000,000 1,545,000,000 1,545,000,000 1,509,000,000 1,547,000,000
Total CRFC 2,485,000,000 5,215,000,000 5,760,000,000 4,240,300,000 4,187,200,000
Personnel Costs (State MDAS) 21,242,500,000 22,283,000,000 22,047,000,000 21,260,000,000 22,330,000,000
Personnel Costs (LEAS) 14,987,000,000 16,787,000,000 15,480,000,000 Contra-Entry Contra-Entry
Overhead Costs 19,745,500,000 18,693,000,000 17,783,000,000 15,250,000,000 15,630,000,000
Sub-Total [Personnel and Overheads] 55,975,000,000 57,763,000,000 55,310,000,000 36,510,000,000 37,960,000,000
Total Recurrent Expenditure 58,460,000,000 62,978,000,000 61,070,000,000 40,750,300,000 42,147,200,000
Transfer to Capital Development Fund 22,655,000,000 | 16,317,000,000 | 13,894,000,000 | 25,809,700,000 | 31,028,800,000 |
Capital Receipts

Transfer from Gen. Reserves & Fed. Stab. 750,000,000 15,760,000,000 4,000,000,000 3,000,000,000 2,000,000,000

Internal and External Loans 2,100,000,000 14,000,000,000 4,750,000,000 Contra-Entry Contra-Entry

Non-discretionary CBN Loan - - 4,400,000,000 - -

Capitalised Reimbursements 5,200,000,000 10,720,000,000 3,720,000,000 4,000,000,000 3,000,000,000
Local Govemment Capital Contributions 6,000,000,000 6,000,000,000 4,800,000,000 4,800,000,000 4,800,000,000
State Universiy Contribution LGA Contribution [2%] 747,000,000 485,000,000 495,000,000 Contra-Entry Contra-Entry
Other Non-discrenationary Capital Reciepts / Grants 3,653,000,000 8,528,000,000 29,941,000,000 Contra-Entry Contra-Entry
[Total Capital Reciepts I 18450,000,000 [ 55493000000 ] 52,106,000,000 |  11,800,000,000 ]  9,800,000,000 |
[Capital Expenditure I 41,105,000,000 | 71,810,000,000 | 66,000,000,000 | 37,609,700,000 | 40,828,800,000 |
Total Budget Size [Expenditure] ”99,950,000,000 ~ 137,230,000,000 ~_ 127,870,000,000 ~ 79,560,000,000 ~_ 85,376,000,000
Total Budget Size [Revenue] " 99,950,000,000 ~  137,230,000,000 ~ 127,870,000,000 ~  79,560,000,000 ~_ 85,376,000,000
Budget Position - - - - -
Capital Expenditure Ratio 41.3% 53.3% 51.9% 48.0% 49.2%
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3.4 - Fiscal Trends

Based on the above envelope, plus actual figures for 2016-2018 (using the same basis for
forecasting as noted in the sub-sections within section 3.B), the trend from historical actual to
forecast can be seen for revenue and then expenditure in the line graphs below.
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3.5 - Fiscal Risks
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The analysis and forecasting basis as laid out above implies some fiscal risks, including but not

limited to.
Table 9: Fiscal Risks

Risk of revenue shortfall that may | High Adherence to the implementation of
result from low or none drawdown IGR Strategy Action Plan. Prioritization
of grants, low federally collected of projects with embarking on
revenues due to global Qil Price or completion of ongoing ones before
Production shock, etc. considering new ones.
Floods and other natural disasters | Medium e  Monitoring of Early Warning
impact on economic activity and Signing (EWS) and effective
hence IGR tax base, and causing communication between State
increased overhead and capital Government and Hadejia -
expenditure Jama’are River Basin Authority.
e Contingency reserve to be
used as financial mitigation.
e  Access to ecological fund from
Federal Governments.
e  Effective utilisation of SEMA
and Federal Emergency
Management Agency (NEMA).
Increase in the cost of | Medium JSG to take pro-active measures to limit
procurement couple with dwindling the growth in personnel and overhead
revenues for policy costs, and boost IGR to increase
implementation. Continuing recurrent revenue performance
downward trend of capital
expenditure ratio based on the
recurrent costs growing at a faster
pace than recurrent revenue
Tendency of creditors, donors and | Low Prioritise expenditure to complete
FMF to alter management of loans projects, or shift implementation to a
and grants which could affect draw period when sufficient funding s
down by states available
1. It should be noted however that, no budget is without risk. @ The ongoing

implementation of the 2015 budget should be closely monitored, as should the security
situation and impact of the fiscal and economic outlook.
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SeCtion 3 Budget Policy Statement

3.A Budget Policy Thrust

The Policy Thrust of the budget in line with the overall policy objectives and priorities of
the State as encapsulated in the Second Edition of the State Comprehensive Development
Framework is pursuit of policies that promote inclusive economic growth, improvement of
basic human development indicators, socioeconomic empowerment as well as ensuring
appropriate integration of Sustainable Development Goals (SDGs) into sectoral
programmes. Accordingly, a key priority of the budget over the medium term would be
promoting rapid growth of the real sectors of the state's economy notably agriculture and
MSMS Enterprises both of which are critical in jobs & wealth creation and sustainable
reduction in poverty among the populace. Pursuit of governance reforms to deepen
transparency, accountability and effectiveness of public institutions; Specific priority
objectives includes:

I Diversification of the State’s economy through agriculture to achieve food security, job
creation, and poverty reduction;

ii. Improvement in the Business Environment and Investment Climate for the development
micro. Small and medium scale enterprises;

iii. Provision of robust and functional physical infrastructure [including roads and
transportation, Information & Communication Technology (ICT)];

iv. Pursuit of targeted youths and women empowerment and other poverty reduction
programmes in a gender conscious and socially inclusive matter.;

V. Active support to the private sector to attract private domestic and foreign direct
investment; as well as Business Development Support services for Micro, Small &
Medium Scale Enterprises;

Vi. Continuous improvement in access to - and quality of - public services, these include
educational infrastructures and Health Care Delivery Systems at all levels. Inherent in this
is the resolve of government to promote gender equality and inclusive development;

vii. Broadening on-going governance reforms particularly in the area of Policy and Strategy;
Public Expenditure and Financial Management; and Public Service Management
particularly IPSAS adoption, M & E and IFMIS upgrade.

3. B 2019 - 2020 MTEF and Sector Allocations (3 Year)

The analysis of recent economic and fiscal trends as contained in the EFU and FSP sections
indicated a rather depressing outlook over the medium term. A number of the macroeconomic
parameters that inform the medium-term the fiscal projections indicated that revenue flows
from some of the major sources would only slightly appreciate nominally. Even though global oil
prices has slightly appreciated relative to last year, the domestic production level has dropped
significantly. While the effect of this would be a decline in aggregate revenues, in the real
terms, revenues accruable in to the Federation Account is expected to witnessed appreciable
nominal increase due to rising inflation and devaluation of the Naira. Notwithstanding this
nominal increase, the extent of the absolute declines in oil revenue flows coupled with the
relative decline in the rate of growth of the national economy, has made the outlook for less
optimistic. Consequently, the medium term projections for the non-discretionary revenues
allocated to the various sectors based extant policy priorities, is likely to witness a declined
relative 2016 — 2018. The preliminary common pool funds projections for 2019 - 2020 is about
M..... billion which is below the corresponding figure for 2017 - 2019 by almost ....%. This would
therefore require the continued adoptions austerity measures in the 2018 Fiscal Year.
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In the light of the foregoing, an overarching medium term objectives would be to achieve fiscal
sustainability in terms of ensuring appropriate balance between revenue and expenditure, low
deficit financing as well as promoting economic stability over the medium term. Therefore, for a
many cost centres and spending entities, there would be outright reduction in budgetary
allocation underlying the necessity for agencies to continue to be more prudent to improve
efficiency in public expenditure. The situation also calls more concerns with value for money
through a process that contributes to achieving economy, efficiency and effectiveness service
provision without compromising quality and accessibility.

The medium term resources allocation among key sectors is guided by the policy objectives and
priorities which is in accordance with principles of strategic resources allocation - a key objective
of which is ensuring allocative efficiency in terms of achieving an allocation of resources that
reflects the priorities of government development policies. Presented in the table below are the

indicative three envelopes for sectors.

Table 6: Indicative Sector Expenditure Ceilings 2017-2019

Jigawa State Estimates, 2017 - 2019 Projected [Indicative] Sector Envelops - Non-discretionarly (ommon) Funds*

No. Sector %oof Priority 2016 Approved Indicative Sector Ceilngs Total 2017 - 2019
Total 2017 2018 2019

1. Economic Development Sector 29.7% 40,046,545,000  22,264,200,000 22,886,200,000 24,613,600,000 69,764,000,000
1.1 Roads & Transport Development 20.0% High [Cap Intensive] 27,582,485,000  14,993,000,000  15,412,000,000  16,575,000,000 46,980,000,000
1.2 Agriculture 7.0% High 8,185,352,000 5,247,000,000 5,394,000,000 5,801,000,000 16,442,000,000
1.3 Commerce and Industry 1.0% High 2,241,673,000 749,600,000 770,600,000 828,800,000 2,349,000,000
1.4 Rural Electrification (Energy) 0.7% Medium 763,410,000 f 525,000,000 f 539,000,000 f 580,000,000 1,644,000,000
1.5 Economic Empowerment 1.0% High 1,273,625,000 749,600,000 770,600,000 828,800,000 2,349,000,000
2. Social Sector 41.9% 65,670,001,000  31,417,000,000 32,296,000,000 34,733,000,000 r 98,446,000,000
2.1 Education 22.5% High 43,620,432,000  16,867,000,000  17,339,000,000  18,647,000,000 52,853,000,000
2.2 Health 17.6% High 20,320,437,000  13,193,000,000  13,563,000,000  14,586,000,000 41,342,000,000
2.3 Women and Socal Development 0.7% Medium 1,729,132,000 525,000,000 539,000,000 580,000,000 1,644,000,000
2.4 Information, Culture and Sports 1.1% Normal 1,424,060,000 832,000,000 855,000,000 920,000,000 2,607,000,000

3. Regional Development 9.7% 10,379,846,000 7,271,600,000 7,474,700,000 8,039,500,000 r 22,785,800,000
| Environment 1.2% Medium 943,776,000 899,600,000 924,700,000 994,500,000 2,818,800,000
3.2 Water Supply 5.0% Medium 5,101,475,000 3,748,000,000 3,853,000,000 4,144,000,000 11,745,000,000
3.3 Urban & Regional Development 3.5% Normal 4,334,595,000 2,624,000,000 2,697,000,000 2,901,000,000 8,222,000,000

4. General Admin Services 18.7% 18,691,608,000  14,010,200,000  14,403,100,000  15,489,900,000 r 43,903,200,000
4.1 General Administration 16.5% Normal 17,159,608,000  12,367,000,000  12,713,000,000  13,673,000,000 38,753,000,000
4.2 Law and Justice 2.0% Normal 1,405,136,000 1,514,300,000 1,557,600,000 1,674,400,000 4,746,300,000
4.3 Other CRFs 0.2% Normal 126,864,000 128,900,000 132,500,000 142,500,000 403,900,000
Contingency / Stablization & Planning Reserve 2,442,000,000 2,500,000,000 2,500,000,000 2,500,000,000 7,500,000,000
GRAND TOTAL EXPENDITURE 100.0% 137,230,000,000 77,463,000,000 79,560,000,000 85,376,000,000 242,399,000,000

*Notes - The projections excludes non-discretionary incomes - that is receiopts tied to specific expenditure including certain loans / grants and primary education financing from LGA
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SeCt|0n 4 Summary of Key Points and Recommendations
2. We summarise below a list of the key points arising in this document:

e Based on the fiscal framework, the average capital expenditure ratio over the period
2017-2019 is about ..... % which is considered not good enough. It is therefore
advisable to take necessary steps to raise the ratio to at least 50% by limiting the
increase in recurrent expenditure in favour of investment side and exploring ways
and means for generating recurrent revenue over the medium term; and

Based on the current debt portfolio for JSG, further consideration should be given to
the option of drawing down concessional loans from the multi-lateral financial
institutions to fund high return capital projects and hence boost the capital
expenditure ratio.



