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Section 1 Background  

1.A  Introduction  
The Medium Term Expenditure Framework (MTEF) provides economic and fiscal analysis 

which forms the basis for budget planning process.  It is aimed primarily at policy makers 

and decision takers in Kano State Government.  The (MTEF) also provides an assessment of 

budget performance (both historical and current) and identifies significant factors affecting 

implementation.    

On the other hand, Fiscal Strategy Paper (FSP) is a key element in Medium Term Budget 

Framework (MTBF) and annual budget process, and as such, it determines the resources 

available to fund Government projects and programmes from a fiscally sustainable 

perspective.   

Kano State Government decided to adopt the preparation of the EFU-FSP for the first time in 

2013 as part of the movement toward a comprehensive Medium Term Expenditure 

Framework (MTEF) process. This is the Tenth rolling iteration of the document and covers 

the period 2023 - 2025.  

1.A.1  Objectives  

The MTEF and FSP documents strengthen top down budgeting in line with the requirements 

of fiscal responsibility legislation. The document assists State in achieving the following 

objectives:  

i. To Ensure overall and proper linkage between policy, planning and budgeting;  

ii. To improve fiscal policy formulation and implementation by instituting a 

medium term budget framework as part of the regular economic management 

process;  

iii. To improve budget allocations that reflects the State policy priorities and development 

needs of the State;  

iv.  To provide robust medium term expenditure programmes of selected critical MDAs;  

v.  Ensuring budget execution through more predictable cash releases, thereby 

guaranteeing more effective service delivery;  

vi.  Reducing deviation between budgeted and executed levels of expenditures; and vii.   

vii.  To improve cash management.  

1.A.2  Budget Process  

The budget process describes the budget cycle in a fiscal year. Its conception is informed by the 

MTEF process which has three components namely:  

i. Medium Term Fiscal Framework (MTFF) – covered by this document;   

ii. Medium Term Budget Framework (MTBF) – covered by this document; and  

iii. Medium Term Sector Strategies (MTSS) – at present, only Nine sectors have 

sector strategies (Education, Health, Agriculture, Infrastructure, Commerce and 

Industry, Environment, Women Youth & People with special Needs, Water Supply 

& Transport are being developed).   



EFU-FSP-BPS 2023-2025 – Kano State Government  

Page 2  

It commences with the conception through preparation, execution, control, monitoring and 

evaluation and goes back again to conception for the ensuing year’s budget.  

The MTEF process is summarised in the diagram below:  

Figure 1: MTEF Process  

  

1.A.3  Summary of Document Content  

In accordance with international best practice in budgeting, the production of a Medium Term 

Expenditure Framework (MTEF) and Fiscal Strategy Paper (FSP) is the first step in the budget 

preparation cycle for Kano State Government (KnSG) for the period 2023 - 2025.   

The purpose of this document is three-fold:  

i. To provide a backwards looking summary of key economic and fiscal trends that will 

affect the public expenditure in the future - Economic and Fiscal Update;   

ii. To set out medium term fiscal objectives and targets, including tax policy; revenue 

mobilisation; level of public expenditure; deficit financing and public debt - Fiscal 

Strategy Paper; and  

iii. To Provide indicative sector envelopes for the period 2023-2025.   

The MTEF is presented in Section 2 of this document.  The MTEF provides economic and fiscal 

analysis in order to inform the budget planning process.  It is aimed primarily at budget policy 

makers and decision takers in the Kano State Government.  The MTEF also provides an 

assessment of budget performance (both historical and current) and identifies significant 

factors affecting implementation. It includes:  

• Overview of Global, National and State Economic Performance;  

• Overview of the Petroleum Sector; and  

• Trends in budget performance over the last five years.  



EFU-FSP-BPS 2023-2025 – Kano State Government  

Page 3  

The FSP is a key element in the KnSG MTEF process and annual budget process.  As such, it 

determines the resources available to fund the Government’s growth and poverty reduction 

programme from a fiscally sustainable perspective.  

1.A.4  Preparation and Audience   

The purpose of this document is to provide an informed basis for the 2022-2024 budget 

preparation cycle for all of the key Stakeholders, specifically:  

• Executive Council (ExCo);  

• Kano State House of Assembly (KSHoA);   

• Ministry of Planning and Budget (MoPB);  

• Ministry of Finance (MoF);  

• Due Process Bureau (DPB)  

• Kano State Bureau of Statistics (KnSBS);   

• Office of the State Auditor General (OSAG);  

• Local Government Auditor General,  

• Kano Internal Revenue  Services (KIRS);   

• All Government Ministries, Departments and Agencies (MDA's); and  

• Civil Society Organisations, Partners, Academia, Traditional Leaders and People with 

Special Needs  

The document is prepared by KnSG within the first two quarters of the year prior to the 

annual budget preparation period.  It is prepared by KnSG (MTEF-FSP) Working Group using 

data collected from International, National and State organisations.   

1.B  Background  

1.B.1  Legislative and Institutional arrangement for PFM1  

Legislative Framework for PFM in Kano State - This refers to the legal instruments which 

govern the administration of PFM in Kano State. Such instruments include:  

• Constitution of Federal Republic of Nigeria 1999 (as amended); Section 120 and 121  

• Kano State Public Financial Management Law (2020);   

• Kano State Financial Instructions (as revised);   

• Annual Appropriation Laws   

• Kano State Stores Regulations (as revised);   

• Kano State Civil Service Rules (as revised);   

• Treasury Circulars;   

• Kano State Debt Management Law (2021)  

• Kano State Audit Law (2021)  

• Kano State Procurement Law (2021)  

• State Executive Council Approvals;   

                                                 
1 Based on PEFA Assessment for Kano State  
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• Revenue Administration Law no.2 2010; and  

• Personal Income Tax Act (PITA) 2004 LFN (as amended).  

• MDAs Revenue Harmonization Law 2016  

• Local Government Harmonize Rates & Levies Law 2015  

• Kano Audited Account Report 2021 

Institutional Framework for PFM in Kano state - This refers to the physical 

arrangement through which all PFM Process are being carried out. This process 

depends on whether the financial item is either revenue or expenditure.  

On the revenue side, the framework in this dimension provides the roles of the 

following institutions:  

• Kano Internal Revenue Services (KIRS) - It is the main revenue collecting 

Agency on behalf of the State Government. It was established by legislative act;   

• Other Revenue collecting MDAs; and   

• Office of the Accountant General. This Office collects not only those revenues 

primarily subsumed by the KIRS and other revenue collecting agencies, but also 

all accrued revenues from Federation Accounts and Capital receipts as may be 

from time to time. The Office of the Accountant General is an integral Division 

of Ministry of Finance which has five Departments headed by substantive 

Directors.   

On the expenditure side, the institutional framework in respect of expenditure 

emanates from the provisions of the approved Budget for the year under review. This 

budget document derives its source from four streams namely:  

• Policy pronouncements by the Government;   

• Proposals from Ministries, Departments and Agencies of the State Government;   

• Citizens’ Demand through Town Hall meeting Conducted each year at Five (5) 

emirate in the State 

• Public inputs through SHoA (conducted through Public hearing and 

representations); and SHoA resolution  

• Kano State Development Plan (KSDP).  

The commitment in the budget is actualized through the issuance of Warrants to 

State Accountant-General (AG) initiated by MoPB, certified by Ministry of Justice 

and approved by the Executive Governor to carry out the mandate. The Warrant 
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itself could be General or provisional. This instrument authorizes the AG to 

commence spending of public Funds within the stipulation of the approved 

legislative Budget of the year.  

All MDAs serve as springboard for the implementation of the Budget provisions. In 

compliance with the Financial Instructions, relevant circulars and provisions, as well 

as other relative directives that from time to time are ushered in by the State 

Executive Council.    

The legislative arm of the Government also exercises oversight functions to ensure 

compliance with the contents of the approved Budget document as well as adherence 

to all available guiding rules and statute.  

The OSAG on the other hand, and on behalf of the State legislative arm keeps track 

of all financial transactions of the Government and render appropriate comments 

and qualification.   

Another important institutional framework in the circle of financial management in 

the State also includes Due Process Office. This institution plays a significant role in 

ensuring compliance with the existing Monetary & Fiscal Policies by every 

Government establishment. It ensures adherence with the best practice: as well as 

monitors the execution of all capital projects.  

1.B.2  



EFU-FSP-BPS 2023-2025 – Kano State Government  

Page 6  

Overview of Budget Calendar  

Indicative Budget Calendar for Kano State Government is presented below:  

Table 1: Budget Calendar KANO STATE  
KANO STATE INTEGRATED PLANNING AND BUDGET CALENDER- 2022 

 

S/N 

  
Month Responsible parties STATUS 

Planning and budgeting activities 

  Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec     

    2022     

1 
Press Briefing on 2022 Approved 

Budget by the Hon. Comm. 
                        

MoPB   

2 
Preparation and production of 
citizens Budget (2022) 

                        
MoPB   

3 
Updating and validation of 2022 

Appropriation Law 
                        

MoPB   

4 
Printing of 2022 budget 

Document  
                        

MoPB   

5 
Launching of KSDP (2021-2025) 
Review 

                        
MoPB   

6 SIFIMIS implementation                          MoPB/STAKEHOLDERS   

7 
Full year 2021 budget 
performance  

                        
MoPB/STAKEHOLDERS   

8 
First quarter 2022 Budget 

performance report  
                        

MoPB   

9 First Quarter M&E Report                         MoPB   

10 
First Quarter Matual 

Accountability Meeting  
                        

FCDO/MoPB   
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KANO STATE INTEGRATED PLANNING AND BUDGET CALENDER- 2022 
 

S/N 

  
Month 

Responsible 

parties 
STATUS 

Planning and budgeting activities 

  Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec     

11 
Workshop on learning event/sharing  
experience On M & E Implementation                         MOPB/PERL   

12 
Sensitazation workshop to DPRS/Head of 
Account on NCOA Implementation 

                        
PERL/MoPB   

13 
Community Based project pilot 

implementation 
                        

MoPB   

14 
Intractive session with MTSS  Sector Planning 
Team Review and Sensitizaton 

                        MoPB/PERL 

(FCDO)   

15 UNICEF mid year Review                          MOPB/UNICEF   

16 
Stakeholders data harmonization between 

MoPB, MoF, SBS,  OAG, OHCS and KSIRS                         MoPB   

17  Budget Forum Engagement meeting                         PERL/MoPB   

18 
Second Quarter Matual Accountability 
Meeting 

                        
FCDO/MoPB   

19 half year 2022 budget performance report                         MOPB/PERL   

20 
Preparation and production of 2023-2025 

EFU-FSP-BPS document Technical Session 
                        MoPB/PERL 

(FCDO)   

21 
Sensitization workshop on EFU-FSP-BPS 
document with State stakeholders                         MoPB/ (FCDO)   
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KANO STATE INTEGRATED PLANNING AND BUDGET CALENDER- 2022  

S/N 

  
Month 

Responsible 

parties 
STATUS 

Planning and budgeting activities 

  Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec     

22 
Prepration and circulation of 2023 budget 
call circular including Medium Term (3 
year), sector ceilings allocation                         MOPB   

23 
collection of citizen input from 5 emirate 
into the budget proposals                             

24 
2022  Supplementary Budget/Amendement 
exercises                         MoPB   

25 
 Intractive meeting between MOPB and 
State House of Assembly on budget 
amendement Year 2022             

  

          MOPB/SHOA   

26 
2023 -2025 EFU-FSP-BPS draft presentation 
to the ExCo                         MOPB   

27 
Submission of 2023 - 2025 EFU-FSP-BPS to 
Chairman Appropriation Committee State 
House of Assembly.                         MOPB   

28 
Consolidation of MDAs budget proposal 
(Zero Draft)             

  
          MoPB   

29 
Consolidation workshop on MDA's 2023 
Budget proposal with EFU-FSP-BPS  (Budget 
Summit)             

  

          MOPB/PERL    

30 
sector performance Review,Review of 
MTSS & Conduct of             

  
              

31 
Bilateral Budget Discussion with MDAs on 
2023 budget Proposal and other 

stakeholders.             

  

          MoPB   

32 
Submission of draft 2023 budget proposal 
to EXCO             

  
          MoPB   

33 Review of ExCo Draft Budget proposal                         MOPB   
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KANO STATE INTEGRATED PLANNING AND BUDGET CALENDER- 2022  

S/N 

  
Month 

Responsible 
parties 

STATUS 
Planning and budgeting activities 

  Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec     

34 Presentation of the 2023 budget proposal 
to State House of Assembly                         H E   

35 2023 Budget scrutiny  by House of 
Assembly and  MDAs                         SHoA/MDAs   

36 
Public hearing by the KnSHoA on 2023 
Appropriation Bill with all Stakeholders                         SHoA   

37 
Intractive Meeting between  House  
Committee 0n Appropriation and MoPB on 
2023 Budget                         SHoA/MOPB   

38 
Passage of 2023 Budget into law by the 
KnSHoA                     

  
  SHoA   

39 
Signing of 2023 appropriation law/General 
warrant 

      
    

          
  

  
H E   
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Section 2 Economic and Fiscal Update  

2.A  Economic Overview  

2.A.1  Global Economy  

 

1.  The International Monetary Fund’s (IMF’s) April 2022 World Economic Outlook (WEO) 
Update observed that the global economic prospects have worsened significantly due the  

2. The International Monetary Fund’s (IMF’s) April 2022 World Economic Outlook (WEO) 
Update2, provides that the war in Ukraine has triggered a costly humanitarian crisis that 
demands a peaceful resolution. Economic damage from the conflict will contribute to a 
significant slowdown in global growth in 2022. A severe double-digit drop in GDP for Ukraine 
and a moderate contraction in Russia are more than likely, along with worldwide spill overs 
through commodity markets, trade, and financial channels. Even as the war reduces growth, 
it will add to inflation. Fuel and food prices have increased rapidly, with vulnerable 
populations—particularly in low-income countries—most affected.  

3. Elevated inflation will complicate the trade-offs central banks will face between containing 
price pressures and safeguarding growth. Interest rates are expected to rise as central banks 
tighten policy, exerting pressure on emerging market and developing economies. Moreover, 
many countries have limited fiscal policy space to cushion the impact of the war on their 
economies.  

4. The invasion has contributed to economic fragmentation as a significant number of countries 
sever commercial ties with Russia and risks derailing the post-pandemic recovery. It also 
threatens the rules-based frameworks that have facilitated greater global economic 
integration and helped lift millions out of poverty.  

5. In addition, the conflict adds to the economic strains wrought by the pandemic. Although 
many parts of the world appear to be moving past the acute phase of the COVID-19 crisis, 
deaths remain high, especially among the unvaccinated. Moreover, recent lockdowns in key 
manufacturing and trade hubs in China will likely compound supply disruptions elsewhere. 

6. Global growth is projected to slow from an estimated 6.1 percent in 2021 to 3.6 percent in 
2022 and 2023. This is 0.8 and 0.2 percentage points lower for 2022 and 2023 than in the 
January World Economic Outlook Update. Beyond 2023, global growth is forecast to decline 
to about 3.3 percent over the medium term.  

7. Crucially, this forecast assumes that the conflict remains confined to Ukraine, further 
sanctions on Russia exempt the energy sector (although the impact of European countries’ 
decisions to wean themselves off Russian energy and embargoes announced through March 
31, 2022, are factored into the baseline), and the pandemic’s health and economic impacts 
abate over the course of 2022.  

8. With a few exceptions, employment and output will typically remain below pre-pandemic 
trends through 2026. Scarring effects are expected to be much larger in emerging market and 
developing economies than in advanced economies—reflecting more limited policy support 
and generally slower vaccination—with output expected to remain below the pre-pandemic 
trend throughout the forecast horizon.  

9. Unusually high uncertainty surrounds this forecast, and downside risks to the global outlook 
dominate—including from a possible worsening of the war, escalation of sanctions on Russia, 
a sharper-than-anticipated deceleration in China as a strict zero-COVID strategy is tested by 
Omicron, and a renewed flare-up of the pandemic should a new, more virulent virus strain 
emerge.  

                                                 
2 World Economic Outlook, April  2022: War Sets Back the Global Recovery (imf.org)  

about:blank
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10. War-related interruptions to production, trade sanctions, and strongly impaired access to 
cross-border payment systems will disrupt trade flows, notably for energy and food. The 
magnitude of these changes depends not only on the decline in exports because of the conflict 
and sanctions, but also on the elasticity of global supply and demand. Although the price of oil 
has risen sharply, spar capacity in other countries and the release of petroleum reserves will 
likely mean that these increases will be contained over the medium term. In contrast, the 
relatively inflexible infrastructure needed to transport gas (pipelines are more important for 
gas than for oil, for example) means that global supply can adjust less easily, raising the 
prospect of higher prices for longer.  

11. Prices of agricultural commodities are likely to rise further—particularly wheat (together, 
Russia and Ukraine account for close to 30 percent of global wheat exports) and, to a lesser 
extent, corn. These changes will add to already soaring prices of staple foods and mean that 
disruptions to Ukraine and Russian exports may be windfalls for other commodity exporters. 
The sharp increases in commodity prices echo those in the 1970s, when a regional conflict also 
prompted a spike in fossil fuel prices.  

12. Inflation is expected to remain elevated for longer than in the previous forecast, driven by war-
induced commodity price increases and broadening price pressures. For 2022, inflation is 
projected at 5.7 percent in advanced economies and 8.7 percent in emerging market and 
developing economies—1.8 and 2.8 percentage points higher than projected in January.  

13. Although a gradual resolution of supply-demand imbalances and a modest pickup in labour 
supply are expected in the baseline, easing price inflation eventually, uncertainty again 
surrounds the forecast. Conditions could significantly deteriorate. Worsening supply-demand 
imbalances—including those stemming from the war—and further increases in commodity 
prices could lead to persistently high inflation, rising inflation expectations, and stronger wage 
growth. If signs emerge that inflation will be high over the medium term, central banks will be 
forced to react faster than currently anticipated—raising interest rates and exposing debt 
vulnerabilities, particularly in emerging markets. 

14. An increase in core sovereign interest rates before the war in Ukraine had already placed 
pressure on borrowers in some emerging market and developing economies. Markets have so 
far differentiated between countries directly and indirectly implicated in the conflict. 
Sovereign and credit default swap spreads have widened the most for Belarus, Russia, and 
Ukraine. Smaller extensions in spreads have occurred in other regional economies, such as 
Hungary and Poland.  

15. A generalized flight to safety as the war continues could put other economies under stress too. 
More broadly, average spreads had—prior to the war—looked like previous tightening cycles, 
in 2018 and in the 2013 taper tantrum. Since then, spreads have generally increased 
moderately. And compared with previous episodes, there is also more differentiation across 
borrowers, with greater dispersion of spreads now than in 2013 or 2018. This reflects 
heterogeneity in country circumstances, including in the build-up of private debt and 
contingent liabilities.  

16. The economic outlook (GDP growth rate and inflation rate) of selected countries is shown in 
tables 2 and 3 below. 

17. Countries selected are chosen to represent G20, BRINCS, MINT, N-11, Petro-economies, and 
other large African countries.  
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Table 1: Real GDP Growth – Selected Countries 

 

18. Beyond the immediate humanitarian impacts, the Russia – Ukraine war will severely exert 
inflationary pressure, given the level of dependence of the global economy on these two 
countries for the supply of cereals especially Wheat. The war adds to the series of supply 
shocks that have struck the global economy over the course of the COVID – 19 Pandemic, 
contributing to more shortages beyond the energy and agricultural sectors. 

Table 2: Inflation (CPI) – Selected Countries 

 

19. As presented in Table 3 below,  inflation in the US is projected to increase from 4.7% in 2021 
to 7.7% in 2022, before declining within the forecast period 2023 – 2027. Turkey, Angola and 
Nigeria are expected to experience the highest level of inflation in 2022 and 2023.  
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2.A.2 Africa 

20. The African Economic Outlook, 20213 provides that real gross domestic product (GDP) in 
Africa rebounded strongly in 2021, growing by 6.9 percent. This rebound was supported by 
recovery in global demand, higher oil prices benefiting oil-exporting economies, easing of 
COVID-19 restrictions in most countries, and associated growth in domestic consumption and 
investment. Africa’s real GDP growth is, however, projected to decelerate to 4.1 percent in 
2022, reflecting ebbing of base effects and uncertainties related to the persistence of the 
COVID-19 pandemic and the impact of the Russia Ukraine conflict. 

21. Growth varies widely across countries and regions. Economic growth in 2021 was highest in 
North Africa (11.7 percent) and East Africa (4.8 percent). In 2022, growth is expected to 
decelerate to 4.5 percent in North Africa and to stabilize at 4.7 percent in East Africa. Average 
growth in 2021 in west Africa was 4.3 percent and is projected to remain strong at 4.1 percent 
in 2022.  

22. Growth in Central Africa is projected to rise to 4.6 percent in 2022, from 3.4 percent in 2021. 
Southern Africa’s estimated growth of 4.2 percent represented the largest recovery, from a 
contraction of 6.0 percent, underpinned by strong recovery in Botswana (12.5 percent), 
Mauritius (4.0 percent), and South Africa (4.9 percent). Growth in the region is projected to 
slow down to 2.5 percent in 2022 as the effects of large fiscal stimuli peter out. 

23. Africa’s growth outlook is highly uncertain, with risks tilting to the downside. The spill over 
effects from the Russia–Ukraine conflict and related sanctions on Russia may cause a larger 
decline in global output than currently projected. A combination of low COVID-19 vaccination 
rollout and emergence of new COVID-19 variants may force countries to retain some 
restrictions. Other downside factors include heightened debt vulnerabilities, tight global 
financial conditions as inflationary pressures rise, the effect of the Russia–Ukraine conflict 
and related sanctions on Russia, climate and environmental risks, and other socio-political 
and security issues. Upside factors include faster vaccination rollout, a comprehensive 
resolution of debt problems, and policies to accelerate structural transformation and build 
economic resilience. Macroeconomic fundamentals have generally improved, but 
considerable challenges remain in the medium term, due largely to persistence of the 
pandemic effects and volatility induced by the impact of the Russia–Ukraine conflict.  

24. The average fiscal deficit in Africa is projected to narrow to 4.0 percent of GDP in 2022, from 
5.1 percent in 2021, reflecting scaling down of COVID-19-related interventions and relative 
strengthening of domestic revenues. However, rising commodity prices triggered by the 
Russia–Ukraine conflict represent a major headwind for the fiscal situation in the short to 
medium term, especially for economies dependent on imports of energy and food 
commodities. The average current account deficit is projected to be 2.0 percent of GDP in 
2022, down from 2.4 percent in 2021, underpinned by expected narrowing of the trade deficit 
and current transfers. Exchange rate fluctuations fell in most countries in 2021, supported by 
improved foreign exchange inflows. The outlook for exchange rates in 2022 and beyond 
depends on developments in international financial markets, especially on the back of the 
Russia–Ukraine conflict and normalization of monetary policy in advanced economies. 
Average inflation is projected to accelerate to 13.5 percent in 2022 from 13.0 percent in 2021, 
fuelled by a sharp rise in commodity prices, especially energy and food, due to escalation of 
the Russia–Ukraine conflict.  

25. Sovereign debt remains a threat to economic recovery despite recent debt relief initiatives. 
Although Africa’s debt-to-GDP ratio is estimated to stabilize around 70 percent in 2021 and 
2022, from 71.4 percent in 2020, thanks to growth recovery and debt relief measures, it will 
remain above pre-pandemic levels. The international financial community’s initiatives, such 
as the Debt Service Suspension Initiative (DSSI), the Common Framework, and the 
International Monetary Fund’s August 23rd, 2021, general allocation of $650 billion-
equivalent Special Drawing Rights (SDRs) have also helped alleviate liquidity pressures in 
many countries by boosting external buffers.  However, these initiatives have not erased debt 

                                                 
3  African Economic Outlook 2022 - Supporting Climate Resilience and a Just Energy Transition in Africa (afdb.org) 
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vulnerabilities, with 23 African countries either in or at risk of debt distress as of February 
2022. Additional structural reforms such as debt restructuring, and reprioritizing public 
spending are required to ensure long-term debt sustainability.  Reconfiguring the global debt 
relief architecture, including reinstating the DSSI, will be crucial in supporting debt-ridden 
African countries’ transition toward a path of sustainable debt in the medium to long term.  

26. Despite a rebound in growth, the impacts of the COVID-19 pandemic on lives and livelihoods 
in Africa continued in 2021. The Bank estimates that about 30 million Africans were pushed 
into extreme poverty in 2021 and that about 22 million jobs were lost in African countries the 
same year due to the pandemic. These outcomes are likely to continue in 2022 and 2023. 
When the prolonged effect of economic disruptions stemming from the Russia–Ukraine 
conflict is accounted for, the number of additional Africans who could be pushed into extreme 
poverty is estimated to be 1.8 million in 2022 and 2.1 million in 2023.  

27. Workers in the informal sector, mainly women and youth, are the hardest hit. In addition, 
several African countries, such as eSwatini, South Sudan, and Uganda, closed schools for more 
than 36.7 weeks (the global average from the onset of the pandemic to October 2021)—
equivalent to more than a half-year of schooling—eroding the positive trends in education over 
the past decade. Additional financing needs are estimated at about $432 billion over 2020–
22 (a revision from the previously estimated $484 billion due in part to better-than-
anticipated fiscal positions) and translated into an average of $144 billion a year over this 
period to support the recovery. 

28. Africa’s low vaccination rates are constraining faster economic recovery and increasing the 
health impact of COVID-19. These rates—15.3 percent of people were fully vaccinated by end-
March 2022 against a target of at least 60 percent in most other global regions—are attributed 
to a combination of supply and demand-side impediments. Improving vaccination rates by 
tackling vaccine hesitancy and improving vaccine supply is key to reducing infections and 
mortality and to quickening the economic recovery. African countries will thus need to speed 
up their current vaccination rollout if they are to close the vaccination gap with other regions. 

2.A.3 Nigerian Economy4 

29. Nigeria’s economy – The effect of global economic integration has significant effect on 
Nigerian economy with positive and negative developments in parts of the globe having 
varying degrees of impact. The shocks of higher commodity prices due to the ongoing Russia–
Ukraine conflict which has led to slow growth rate, regional disintegration among major global 
trading partners and blocks as well as the volatility in global monetary policy and capital flows 
are having  

30. implications on Nigeria. This has resulted in distributional and financial shocks, arising 
particularly from Nigeria’s huge dependence on crude oil revenue.  

31. The negative effect of oil price since mid-year 2014 and the volatility in oil production has 
continued to expose the Nigerian economy to both domestic and external vulnerabilities. 
Decline in oil exports even with Nigeria being allocated an increase in OPEC output quota 
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.  

32. To accommodate the pressures on the reserves, the foreign exchange policy has been revised 
continually. This has generated some pass-through effects on the volume of trade and led to 
rising inflation especially, given the nature of the exchange rate change and access restrictions. 
A flexible exchange rate policy has been instituted to stimulate trade and foreign investment 
in the economy, but its effect is yet to be felt in 2022. It is noteworthy that Nigeria has 
struggled to meet its production targets due to operational challenges and insecurity amid 
growing crude oil theft and pipeline vandalism.  

33. Real GDP - Nigeria’s economy entered a recession in 2020, with the real GDP contracting by 
1.8%, reversing three years of recovery from 2017 to 2020. This downturn resulted from the 

                                                 
4 IMF WEO April  2022, CBN and NBS 
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fall in crude oil prices on account of falling global demand and containment measures to fight 
the spread of COVID–19. However, in the fourth quarter of 2020, the Nigerian economy 
expanded by 0.11%; exiting one of its worst recessions, having posted a decline of 6.1% and 
3.6% in 2020 Q2 and 2020 Q3, respectively. Data from the NBS from March 2011 to March 
2022 shows an average real growth rate of 2.6 % and a nominal growth rate of 3.11%. Note 
that the data reached an all-time high of 6.9 % in March 2011 and a record low of -6.1 % in 
June 2020.  

34. Overall, 2022 real GDP growth as estimated by the World Bank have been revised to 3.8% up 
from 2.5% projected earlier in the year. The upward revision of Nigeria’s growth forecast for 
2022 was hinged on high oil prices coupled with reforms initiated by the passing of the 
Petroleum Industry Act (PIA) and the expected completion of the Dangote refinery in 2023.  

35. According to the IMF forecast, it is expected that Nigeria’s economy will expand by 3.4% in 
2022. The Federal 2022-2024 MTEF anticipates 2.5% growth in 2021, increasing to 4.2% in 
2022 and a decline of 2.3% in 2023. 

36. Inflation (CPI) reached 15.63% (year-on-year) in December 2021 representing a 0.13 percent 
points lower than the rate recorded in December 2020 which stood at 15.75%. This shows a 
slowing down in the rate when compared to the corresponding period of 2020 17% in 2021 
according to the National Bureau of Statistics (NBS). IMF forecast shows that inflation is 
expected to be at 16.1% by the end of 2022. The decrease in end of 2021 inflation has been 
attributed to a marginal slowdown in food inflation in the previous months.  

37. The national quarterly real GDP growth and year on year inflation rates from January 2015 
and May 2021 are shown in Figure 2 below. 

Figure 1: Real GDP Growth and Inflation 

 

Data Sources and T rends: 

 Data from Federal Budget 

documents and NBS. 

 Rapid recovery from COVID-19 

induced economic decline in 

2020 

 Inflation creeping up – likely  

because of increased economic 

activ ity, increased money 

supply  and global commodity 

price rises, reaching 17 .71 % in 

May   

 AfDB forecasts 1 .5% real GDP 

growth in 2021 and 2.9% in 

2022. 

38. Foreign Exchange Rate – the Naira devalued against the dollar from 305 to 360 to 380 and to 
415 by end of May 2022. Foreign reserves have been on the decline since mid-2019 (25% drop 
from April 2019 to April 2020) and have remained relatively stable since the COVID 
pandemic. Foreign reserve stood at $41.91 billion in November 2021 amid steady increase in 
global oil prices.  

39. In 2022, arbitrage opportunities witnessed significant increase, weakening the convergence 
of foreign exchange windows. This is partly attributed to the ripples of economic downturn 
since the Russia–Ukraine conflict. Also, the fall in foreign reserve potentially condenses the 
policy options available to the Central bank of Nigeria (CBN) in controlling monetary 
aggregates.  
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40. The NGN: USD exchange rate, which is a key crude oil revenue parameter, for the period 
January 2014 to May 2022, along with the benchmarks assumed in the Federal Government 
budgets over the same period and foreign reserves, are shown in Figure 3 below. 

Figure 2: NGN: USD Exchange Rate and Foreign Reserves 

 

Data Sources and T rends: 

 Data from Federal Budget 

documents and CBN. 

 Devaluations coincide with (1) 

crude oil price drop and (2) 

reductions in foreign reserves 

 Currency has been relatively 

stable since mid-2022 

 Some merging of exchange rate 

windows (official, Import and 

export (I&E)). 

 

41. Crude oil price has trended upwards since the beginning of Ukraine-Russian conflict on 
February 24th, 2022, rising by US$89.69 by 24th February 2022 to US$117.17  by June 6th, 
2022.  This implies that crude oil price has increased by 23% in less than four months. The 
increase in the price of crude oil has been driven by the Ukraine-Russian conflict and other 
factors such as the failure of OPEC and non-OPEC members to increase their production level 
when the conflict began. These factors will continue to sustain high crude oil price in the 
second quarter of 2022. However, it is important to always consider that the crude oil market 
is highly volatile. This only serves to remind authorities of the delicacies and unpredictability 
that reinforce the rationale for a benchmark that is set significantly below the current / 
forecast price. 

42. Crude Oil (Bonny Light) Price (spot price and benchmark for the period of January 2014  to 
May 2022 are presented in Figure 4 below. 
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Figure 3: Bonny Light Crude Oil Price 

 

Data Sources and T rends: 

 Data from Federal Budget 

documents and OPEC 

monthly  reports. 

 Prices fells to below zero in 

March 2020 as COVID-19 

struck the world economy 

 Steady  increase in the price in 

2021 to around $80 per 

barrel as world economy 

starts to re-open 

 Conflict in Ukraine and 

associated sanctions of 

Russia (particularly on its oil 

and gas) has sent prices 

soaring.  

43. As indicated in figure 4 above the current price of about $117 is higher than the average price 
of $70.68 recorded in 2021. The current price (6th June 2022) is $117.68. EIA is forecasting 
an average price of $103.37 for Brent Crude in 2022. The IMF forecast in its April 2022 WEO 
suggest a price of around $101.08 for Brent Crude – somewhat lower than EIA.  

44. Crude Oil Production for Nigeria in the first quarter of 2022 rose by 5.07 percent to 1.388 
million barrels a day compared to 1.321 million barrels produced daily in the fourth quarter of 
2021. However, this number fell to an average of 1.219 million barrels per day (mbpd) in April 
2022, representing a 1.53% decline compared to 1.238mbpd recorded in March. The fall is 
happening despite OPEC increasing Nigeria’s oil production quota from the 1.735mbpd target 
approved in May 2022 to a new target of 1.772mbpd for June 2022. The new quota is 
significantly higher than the current levels at which Nigeria is producing. Interestingly, African 
countries like Gabon, Congo, and Libya recorded a decline in their daily average crude oil 
production. However, the likes of Algeria, Angola, Iraq, Saudi Arabia, UAE, and Venezuela saw 
an uptick in their crude production.  

45. Lease condensate, which is captured as part of crude oil production from a budgeting 
perspective, is around 200,000 BPD. This put total production at around 1.4-1.5 MBPD (NNPC 
figures are out of date, the latest available figures are for July 2021). Several things are likely 
to impact crude oil production in the medium term, including the Petroleum Industry Bill 
(PIB) and any significant boycott of Russian oil because of the conflict in Ukraine. 

46. Crude Oil Production (including condensates) for the period January 2014 to May 2022 along 
with the benchmark is presented in figure 5 below.  
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Figure 4: Crude Oil Production 

 

Data Sources and T rends: 

 Production has steadily 

declined over the last eight 

y ears. 

 NNPC Data is out of date 

(latest publication is from 

August 2021) 

 OPEC put crude oil production 

at around 1 .2-1 .3 MBPD in 

April which is below Nigeria's 

OPEC production quota.  

 Lease condensate is around 

200,000 BPD. This put total 

production at around 1 .4-1.5 

MBPD.  

47. The policy thrust of the Economic Sustainability Plan (ESP) and National Development Plan 
include deregulation of the price of refined petroleum products and the establishment of a 
sustainable framework for maintaining the national strategic stock; remittance of 100% of 
royalties and taxes paid to NNPC into the Federation Account as well as sustained periodic 
reconciliation with DPR and FIRS. The implementation of the Finance ACT 2021 and VAT 
reforms, development of business continuity plans for tax and custom administration and 
rationalization of ineffective tax incentives and exemptions as well as increased remittances 
and recovery of unremitted revenues from GOEs.  

48. Monthly distributed Mineral Revenues (Statutory Allocation (SA) and Net Derivation (ND)) to 
the three tiers of government from January 2014 to May 2024 inclusive are shown in figure 6 
below. 
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Figure 5: Distributed Mineral Revenues 

 

Data Sources and T rends: 

 Data from FAAC summary  

sheets (OAGF). 

 Significant dips in 2015-2016 

and 2020 due to crude oil price 

crash.  

 Significant volatility over the 

last 18 months, partially due to 

the fuel subsidy and major 

variations in prices 

 There are currently a series of 

refunds to Crude Oil producing 

States for revenues channeled 

to the excess crude account and 

Sovereign Wealth Fund. 

49. A total of N656.6 billion generated as revenue in the month of April 2022 has been disbursed 
to the federal, states and local governments as allocation for May 2022. This was lower than 
the last month (March FAAC distributed in April) of N725.6 billion. NNPC reported a Premium 
Motor Spirit (PMS) Under Recovery in the April 2022 to the tune of N271 billion.  The 
continued subsidisation of PMS means that little to known of the benefit of increases in crude 
oil prices are translating into increased distribution mineral revenue. 

50. Gross Companies Income Tax (CIT) revenues, which are distributed as part of Statutory 
Allocation, from January 2014 to May 2022 inclusive are shown in Figure 7 below.  The graph 
also includes linear trend.  

Figure 6: CIT Revenues 

 

Data Sources and T rends: 

 Data from FAAC summary  

sheets (OAGF). 

 Revenues dipped in late 2020 

and early  2021 due to economic 

decline and tax  expenditures  

 CIT spikes each June / July, but 

this is sometimes deducted as 

excess revenue and distributed 

later in the y ear 

 Overall performance is 

averaging N150 billion per 

month  
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51. The graph shows the annual spike in distributions (collections from the previous month) that 
is in line with the annual tax returns and payment cycle in FIRS. This generally happens in July 
because June collections are distributed in June, the month many companies file their return.  

52. Nigeria generated a sum of N532.48 billion from Company Income Tax (CIT) in the first 
quarter of 2022, an increase of 35.6% compared to Q1 2021. High CIT in Q1 2022 compared to 
the volume in Q1 2021 is something to cheer Nigeria as this show growth of the non-oil sector. 
It is also a signal for policy makers towards planning for a sustainable increase for non-oil 
revenue.  

53. There is also a clear upward trend in CIT as shown by the linear trend line (which is useful 
given the level of fluctuation).  Forecast of CIT for full-year 2022 is still difficult, it will be easier 
once the mid-year collections are known.  

54. Customs and Excise duties (NCS), which is distributed as part of Statutory Allocation, and 
Value Added Tax (VAT) which is distributed in its own right for the period January 2014 to 
May 2022 are shown in Figure 8 below. 

 

Figure 7: NCS and VAT Revenues 

 

Data Sources and T rends: 

 Data from FAAC summary  

sheets (OAGF). 

 Data from online FAAC 

summary  sheets 

(www.oagf.gov.ng) 

 Both revenues growing strongly 

as economy recovers.  

 Price increases also lead to 

increased revenue, as did the 

VAT rate increase from 5% to 

7 .5% in 2021  

 Outlook for both revenues is 

positive, again partially 

influenced by high inflation 

 

 

55. VAT shows a clear upward trend since late-2015. This is to be expected as the general price 
level rose quite significantly over the same period, which should transfer straight into 
additional VAT (for VAT-able items). Given the increase in VAT from 5% to 7.5%, in the 2020 
Finance Act, there have been significant spike in VAT over the last twenty-one months from 
August 2020. There is still a level of monthly volatility that makes it slightly difficult to forecast. 
However, with the economy returning to positive real growth and inflation staying slightly 
above 10% for some time, it is anticipated that VAT will continue to grow in nominal terms.  

56. Exchange rate controls import policy and devaluing Naira may have affected some Customs 
receipts. However, there are still some short-term volatility and Federal Revenue reforms 
should increase collections in the medium term, but the timing of impact remains uncertain. 
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2.A.4 Kano State Economy  

1.A.2 MACRO ECONOMIC INDICA TORS FOR KANO  

Kano is the commercial and investment hub of Northern Nigeria and the largest   non-

oil and gas economy in Nigeria, with a GDP of approximately US$12 billion. The Kano 

economy is driven largely by commerce, manufacturing and subsistence agriculture – the 

dominant activity, with up to 70% of the population engaged directly or indirectly. The 

informal sector is strong and diverse, with numerous MSMEs across all economic activities 

and contributing approximately 60 – 70% of output and employment.  

The State has historically been a major commercial and manufacturing centre in the West 

African sub region even before the incorporation of the country into the European System 

of global commerce. It has been a major entry port and southern hub of the trans Saharan 

trade route for centuries.  

KANINVEST, is mandated to, among others issues, encourage, promote, coordinate and 

support investment activities in Kano State.  

Agriculture 61%  

Commerce 19%  

Transport 08%  

Mining 03%  

source: http://kanostate.gov.ng/economy/  

Kano depends largely on statutory allocation from Federation Account. In 2019, 87% of 

the total State revenue derived from the federation account, while the remaining 13% was 

derived from the internally generated revenue.  Government has taken strategies to 

restructure administrative set up of revenue generating agencies especially the Board of 

Internal Revenue. These includes: the harmonization of taxes of both State and Local 

Governments; expansion of revenue base to informal sector and centralization of revenue 

account.  

 

2.B  Fiscal Update  

The half year performance of 2022 Budget shows that the total Recurrent Revenue (FAAC 

+ IGR) collected for the half year period stood at Seventy-One Billion, Nine Hundred and 

Ninety-Four Million, Seven Hundred and Forty-One Thousand, One Hundred and Fifty-

Eight Naira, Seventy-Four Kobo only (N71,994,741,158.74) out of the approved Budget 

Target of One Hundred and fifty-nine billion seven hundred and twenty-six million two 

hundred and seventeen thousand, nine hundred and eighty-four naira sixty-eight Kobo 

https://www.kanostate.gov.ng/kaninvest
https://www.kanostate.gov.ng/kaninvest
http://kanostate.gov.ng/economy/
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Only. (N159,726,217,984.68) showing 45% performance. This signifies clear 

improvement of Recurrent Revenue in the year 2022. 

ITEM 2022 APPROVED 

ACTUAL COLLECTION 

JAN. - JUNE % ACHIEVED 

 STATUTORY  

              

70,890,828,693.00  

                           

25,342,705,380.15          35.75 % 

 VAT  

          

40,556,575,000.00  

                           

22,339,640,573.38          55.08 % 

 OTHER 

FEDERATION 

RECEIPTS  

          

10,126,367,000.00  

                             

6,400,941,577.26          63.21 % 

 IGR  

          

38,152,447,291.68  

                           

17,911,453,628.10          46.95 % 
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  1.B.1  Historic Trends  

The figures actuals used in the Fiscal Update below are based on Final Accounts and audited the 

accounts.   

Revenue Side  

On the revenue side, the document looks at Statutory Allocation, VAT, IGR, Excess Crude, and  

Capital Receipts – budget versus actual for the period 2016-2021 (Six year historic). Figure 2: 

Statutory Allocation   

Statutory Allocation 2016 - 2021 

 

  

Statutory Allocation is monthly receipts from the federation account being shared between the 

three tiers of government - federal, state and local governments.  It is based on receipts from the 

mineral sector and also from non-mineral sources (Companies Income Tax and Customs and Excise 

duties).   

The graph above indicates that throughout the period under reference, budgetary provisions were 

higher than actual receipts, except for the years 2018, 2019 and 2021   

Generally, over the years projected figures were higher than actual receipts due to dwindling oil 

revenue resulting from global economic trends, such as fluctuations in oil prices and internal 

militant activities/ oil bunkering and pipes banalisation.  

   

Figure 4: VAT  
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VAT 2016 -2021 

 

 

  

VAT is an ad-valorem tax applied to sales of almost all goods and services within the Nigerian 

economy. It is applied at a rate of 5%.  VAT is collected by Federal Inland Revenue Service (FIRS) 

and distributed across the three tiers of government – states share 50% of the total VAT receipts.  

The distribution to each state is based on a set of criteria slightly different to those used for 

Statutory Allocation.   

VAT receipts over the years have continued to increase from N 14. 88 billion in 2016 to N20.66 

billion in 2017. However, in 2018 and 2019 the collection reduced. The 2020 and 2021 VAT Actual 

continuing increases higher than Budgeted figure.   

The State massive investment in capital projects as well as rising level of economic activities in the 

State and the national economy will influence amount available to VAT. This is expected to be on 

the increase in the future.  
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Figure 3: Other Federation Account Receipts    

  

Items which are captured in the Kano State budget under other receipts, include domestic’s 

refunds, SURE-P, Nigerian National Petroleum Company (NNPC) refunds, augmentation and 

exchange rate gain etc. These are largely generated from oil price and production above the 

benchmark level.   

The trend from the above graph revealed that generally projected figures are higher than the 

actual receipts throughout the years in reporting except for 2020 and 2021. Generally, forecasts 

had always been higher than actual receipts during the period under review. The main factors 

behind these include uncertainties in global oil market and militant activities which entails 

kidnapping of oil company workers and crude oils theft leading to reduction in total monthly output.   

Henceforth, budget forecast should be modest and realistic. Similarly, it is imperative to take 

cognizance of the difference between dollar per barrel benchmark and actual dollar price per barrel 

in a given year, which is always higher than the benchmarked figure except in the recent 

development.  
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Figure 5: IGR  

IGR 2016 - 2021 

           

State IGR is a revenue collection from statutory taxes and MDA revenues within Kano State. The 

major sources are personal income tax; development levy; road taxes; stamp duties; interests and 

penalties; fees (e.g., tenders and contract registration), fines; levies; rates; and licensing.   

From the graph above the budgeted and actual revenues generated can be deduced. In 2016, a 

total of N40.994b was realised representing 68.3% performance/achieved. Also 2017 and 2018 

IGR increased by 3.48 and 3.98 %. Respectively. a decline of revenue collection to the -7.97%, -

22.11% in 2019, 2020 and 2021.  

• Good governance; when the administrators utilize funds well, the citizens are encouraged to 

pay the taxes and other revenues;   

• Implementation of key government reforms related to IGR;   

• Political will - non-interference of the political class in the revenue administration in the state;   

• Public sensitisation and enlightenment on the importance of regular tax payments;   

Re-structuring of State Board of Internal Revenue (SBIR)  
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•   

Figure 6: Grants  

Grants Budget VS Actual 2016 - 2021 

 

  

Grants are receipts either in cash or kind into the government coffers from multilateral, bilateral 

and individual sources. Multilateral sources include receipts from agencies such as; United Nations 

(UN), European Union (EU), while bilateral sources cover receipts from sources like; British  

Department for International Development (DFID),The United States Agency for International 

Development (USAID), Japan International Cooperation Agency (JICA) Korean International 

Cooperation Agency (KOICA) etc. The individual grants are mainly from private agencies such as; 

Ford Foundation, Dangote Foundation, Bill Gates & Melinda Foundation etc.   
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Figure 7: Other Capital Receipts 

Other Capital Receipts Budget VS Actual 2016 - 2021 

  

Other capital receipts include Miscellaneous and Treasury Opening balance.  These are specifically 

refunds from Federal Government (for example for construction / maintenance of federal roads) 

and sales of government property.   
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Figure 8: Loans / Financing  

 

Loan Budget VS Actual 2016 -2021 

 

  

The main sources of loans are both from external and internal sources. However, the internal debt 

which constitutes contractor’s liabilities is not included in figures provided.  

The actual draws down in 2016 was 46.7% and 2018 decline by 27.7%. For the subsequent two 

years (2018 & 2019) reduce by 0.7% and 0.0%. finally, in 2020 and 2021 shows that is high by 

1.4% and 157.1% percentages.   
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Expenditure Side  

On the expenditure side, the document looks at Consolidated Revenue Fund (CRF) charges, 

Personnel, Overheads and Capital Expenditure – budget versus actual for the period 2016- 2021.  

Actual expenditure has been highly variable   

Figure 10: Personnel Cost Budget VS Actual 2016 - 2021 

 

 

Social Contribution Budget VS Actual 2016 - 2021 
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Personnel costs comprise of salaries and allowances of civil servants and political appointees of 

KnSG. From 2016 to 2021 It is expected that personnel expenditure will continue to be on the 

increase in the future as a result of massive investment in establishing higher educational 

institutions and completion of other capital projects that will require additional manpower.  

Figure 11: Overheads  

Overhead Cost Budget VS Actual 2016 - 2021 

 

Grants, Contribution and Subsidies Budget VS Actual 2016 - 2021 
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Public Debt Charges Budget VS Actual 2016 - 2021 

 

  

  

Overhead cost comprises running cost of the MDAs, Public Debt Charges, Grants, Contribution and 

Subsidies. is expenditure of monthly releases to MDAs (including subventions to Parastatals) to 

cover every day running costs and the cost of maintaining assets.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



EFU-FSP-BPS 2023-2025 – Kano State Government  

Page 33  

Figure 12: Capital Expenditure   

 

  

The total estimated capital expenditure for the period under review 2016 - 2021 amounted                                       

to  N 840,808,342,439 billion, while the actual capital spending was N 391,454,853,044bill io n, 

representing 47%.  The trend shows that, the estimate is almost consistently on the increase, reaching 

its highest pinnacle in 2016. The significant increase started from 2016 with the coming of this 

administration desirous of massive infrastructural development projects and expectation of increase in 

revenue from both Federal and internal sources.   

The highest capital expenditure was recorded in 2016 with over N75 billion expended in the 

execution of various programmes and projects. Annual expenditure performance has continuously 

been below their estimated targets. This indicated an over estimation, which brings to bear on the 

performance of the budget. Even though from 2016 - 2020 where a relatively higher expenditure 

was recorded, the performance was still lower than compared to the targets.   

The low performance in actual expenditure could be largely attributed to short fall from the Federal 

sources, especially the excess crude account due to the creation of Sovereign Wealth Fund. 

Secondly, in spite of the relative increase from IGR sources, some of the measures introduce to 

enhance revenue generation have not yielded the desired results due to security challenges and in 

adequate capacity among revenue generating agencies. Poor performance on capital receipts has 

also contributed.  
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Figure 13: Recurrent: Capital Expenditure Ratio   

 

  

The table above presents the trend in capital expenditure ratio from 2016 to 2021 - the budgeted 

vs actual.   

The ratio of capital expenditure budget when compared to actual capital expenditure performance 

has been consistently lower (ranging from 56% below to 25%).    

It is instructive to note that, the highest performance was in 2016 with 56% in 2016 at 28% and 

2019 with 25% respectively, while the lowest was in 2019 with 25% which was as result of change 

of government and review of the entire budget to align with administration’s priorities and 

aspirations.    
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Section 2 Fiscal Strategy Paper  

2.A  Macroeconomic Framework  

The figures provide underlying macro-economic framework for the Kano State Medium Term 

Fiscal Framework. The table below shows the National Macroeconomic indicators forecast which 

are also applicable to Kano State.   

The Macroeconomic framework reflects mineral sector benchmarks (production, price and NGN: 

USD exchange rate) that are in line with the latest actuals. Real GDP growth and Inflation (CPI) 

are mineral sector performance, while the national real GDP and inflation figures are consistent 

with the IMF World Economic Outlook, April 2021.    

Fiscal Strategy and Assumptions   

Policy Statement  

The policy of the present administration states the following:  

• Continue with the good work of previous administration;   

• Provide security, protect lives and properties of the public;  

• Partnerships for growth and development of Kano State;   

• Openness, transparency, prudence and accountability; and  

• Strict adherence to fiscal discipline and robust financial management.   

• Free and compulsory education for primary pupils & Secondary schools  

Objectives and Targets  

The key targets / objectives for fiscal perspective are:  

• Efficient and effective spending of state funds;  

• Transition towards a 40:60 ratio of recurrent and capital budget allocation by taking into 

consideration the requirement to fund asset servicing and maintenance;  

• Provide adequate funding and contingency for security;   

• To continue with the policy of economizing on recurrent costs and making more money 

available for capital development projects;  

• To continue cooperation with development partners, local and international, Non-

Governmental Organisations (NGOs), Civil Society Organization (CSOs) and Public-Private 

Partnerships (PPP); and  

• To continue investing on the gains made in the Governance Reform in the state.  

2.B  Indicative Three Year Fiscal Framework  

The indicative three-year fiscal framework for the period 2023 -2025 is presented in the table 

below.   

Table 9: Kano State Medium Term Fiscal Framework  
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THREE YEARS MACRO ECONOMIC PROJECTION BASED ON HALF  

YEAR PERFORMANCE   2021  
Macro-Economic Framework    

Item 2023 2024 2025 

National Inflation 13.00% 12.70% 12.30% 

National Real GDP Growth 3.10% 3.05% 3.00% 

Oil Production Benchmark (MBPD) 1.6000 1.7000 1.8000 

Oil Price Benchmark $75.00 $68.00 $60.00 

NGN:USD Exchange Rate 415 415 415 

Other Assumptions       

Mineral Ratio 22% 25% 25% 
  

Fiscal Framework       

Item 2023 2024 2025 

Opening Balance 15,000,000,000  10,000,000,000  10,000,000,000  

        

Recurrent Revenue       

Statutory Allocation 81,794,832,226 92,908,230,899 98,476,237,417 

VAT 58,528,036,572 72,382,774,891 89,768,215,629 

IGR 38,144,010,739 40,058,470,117 43,649,554,911 

Excess Crude / Other Revenue 13,889,610,182 14,306,298,488 14,735,487,442 

Total Recurrent Revenue 192,356,489,720 219,655,774,394 246,629,495,400 

  

Recurrent Expenditure       

Personnel Costs 55,358,691,853 54,810,585,994 55,358,691,853 

Social Contribution and Social 

Benefit 11,338,527,247 11,226,264,601 11,338,527,247 

Overheads 16,390,685,384 16,390,685,384 16,390,685,384 

Grants, Contributions and 

Subsidies 4,097,671,346 4,097,671,346 4,097,671,346 

Public Debt Service  11,607,507,749 11,731,819,396 11,669,663,573 

Total 98,793,083,579 98,257,026,721 98,855,239,403 

        

Transfer to Capital Account 108,563,406,141 131,398,747,673 157,774,255,997 

        

Capital Receipts       

Grants 22,908,947,162 11,569,922,858 8,971,194,307 

Total 22,908,947,162 11,569,922,858 8,971,194,307 

        

Reserves       

Contingency Reserve 2,073,564,897 2,296,557,744 2,566,294,954 

Planning Reserve 3,937,152,975 4,139,060,116 4,814,863,509 

Total Reserves 6,010,717,873 6,435,617,860 7,381,158,463 

        

Capital Expenditure 140,227,714,642 141,533,052,671 163,114,291,841 

Discretional Funds 102,552,688,268 124,963,129,813 150,393,097,534 

Non-Discretional Funds 37,675,026,374 16,569,922,858 12,721,194,307 

        

Financing (Loans) 14,766,079,212 5,000,000,000 3,750,000,000 

        

Total Revenue (Including 

Opening Balance) 245,031,516,094 246,225,697,252 269,350,689,707 
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Total Expenditure (including 

Contingency Reserve) 245,031,516,094 246,225,697,252 269,350,689,707 

Closing Balance       

  
  

Ratios 2023 2024 2025 

Growth in Recurrent Revenue 20.82% 14.19% 12.28% 

Growth in Recurrent Expenditure -0.25% -0.54% 0.61% 

Capital Expenditure Ratio 58.84% 59.16% 62.35% 

Deficit (Financing) to Total 

Expenditure 6.03% 2.03% 1.39% 

Deficit (Financing) to GDP Ratio NA NA NA 

  

2.B.1  Assumptions  

Statutory Allocation – is based on governor’s forum using the assumptions in the 

macroeconomic framework above and historical data on mineral and non-mineral revenue flows.  

VAT – is based on the lowest of the moving averages and governors forum – in this case the 4Year 

weighted moving average.   

Other Federation Account Receipts – This figure has been used for the 2022 - 2024 an 

estimate comprises of NNPC refund, Exchange rate gains, Ecological fund etc.   

Internally Generated Revenue (IGR) – The key issue with IGR, as identified in figure 9: IGR 

above is whether the 2020 figure was a “one-off” drop and the IGR will return to the 2016 trend 

in 2020 and beyond.  It is assumed that this will be the case. This assumption is based on the 

following:   

• Mapping of informal sector resulting in broadened tax base;   

• Passage of MDAs revenue harmonisation law creating collection and administration 

efficiencies and blocking leakages, and reduction in multiple taxation;   

• Re-structuring of the Kano Internal Revenue Service resulting for efficiencies,   

• The resolve of the new national administration to conquer the security challenges for 

improved business environment and economic activities;    

• Policy of the present administration to shift tax burden to the wealthy individuals.  

• Introduction of new land use levies and charges;   

• Review of Kano state revenue administration law  

• Waver to the tax payers due to covid 19 pandemic  
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It is assumed that with the implementation of the above reform the future revenue collection will 

improve by reaching target level and growing by 5% annually. All subsequent years’ collection 

should be properly monitored regularly to assess whether the target will be achievable.   

Grants – This indicated that the grant collection trend is far below the budgeted figure there is a need 

to review the subsequent year budget forecast.   

Capital Receipt - Capital Receipt for both scenarios was based on projection of 2021 approved budget, 

however the Ministry is taking in to account of actual performance of the capital receipts in 2020 

as a base year for 2022 budget projection to be considered by the Council deliberation and 

resolution.   

Consolidated Revenue Fund Charges – CRF constitute pension contribution, Public Debt Charges, 

Office of the Auditor General State, House of Assembly, of the Auditor General Local Govt, Judiciary 

etc.    The 2021 provision are  7.7 billion own value projection.   

Personnel – As a result of the Covid 19 there is slight change in personnel cost as it will be conferred 

with  2021 based on actual expenditure out turn of 2021 half year.  

Overheads – The drop in overheads in 2021 was a result of likely to reduced revenues (IGR and Federal 

Transfers).  The forecasts for 2022 - 2024 assume that the overhead expenditure will remain as 

that of 2021, and then it will grow at 5% annually thereafter.  This should be considered within 

the context of the new administration’s policy priorities, and a lso first and second quarter 

performance figures for 2021 should also be used to guide.  

Capital expenditure by sector –  Educational sector has the largest allocation of followed by 

infrastructure sector then Health sector with the allocation of as well as Governance Sector with 

and water sector with the allocation of 7.36%     

   

2.B.2  Fiscal Trends  

Based on the above envelope, plus actual figures for 2016-2021 (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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2016 2017 2018 2019 2020 2021

Revenue 122,205,030,3 134,946,307,8 141,837,666,6 130,765,927,5 126,633,876,3 203,183,673,2

Rec. Exp. 58,687,532,64 76,671,313,49 81,451,268,00 94,460,483,63 82,518,192,21 92,865,240,00

Cap. Exp. 74,410,799,29 70,968,782,44 69,664,552,15 31,289,959,15 55,073,627,00 90,047,133,00

Performance 48.52% 67.75% 59.95% 56.59% 65.97% 102.80%

Growth 10.93% 2.35% -16.79% 9.42% 32.94%
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2.C  Fiscal Risks  

The analysis and forecasting basis as laid out above implies some fiscal risks, including but not limited 

to.  

Table 3: Fiscal Risks 

Risk Likelihood Impact Reaction 

Security situation 
countrywide could affect 
economic activity and oil 
production, resulting in 
risk to VAT and Statutory 
Allocation 

Medium High The estimates for VAT and 
statutory allocation are not 
overly ambitious. In 
addition, clear 
prioritisation of projects in 
the capital budget is 
required. Increase IGR 
effort to decrease reliance 
on federal transfers and 
seeking alternative means 
of funding (grants, PPP 
etc.). Proactive engagement 
of relevant stakeholders to 
reduce negative effects of 
insecurity. 

Likely fall in the oil price 
below the benchmark due 
to abrupt end of Russia -
Ukraine war that result in 
unmet Statutory Allocation 
Projection.  

Medium High The estimate for statutory 
should be less ambitious to 
guard against effects of 
global oil price fall. The 
State should reduce reliance 
on oil seek alternative 
sources funding budget.  

Risk to price hike of 
selected Agricultural 
commodities such as wheat 
that Russia and Ukraine are 
responsible for 30% of 
global production. 

Low Medium The State should encourage 
production of the 
commodities by providing 
required incentive for 
farmers to produce them. 

Risks associated with debt 
financing 

Low Medium Minimize borrowing and 

ensure that it is within the 

threshold set in the Debt 
Management Framework. 
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Risk Likelihood Impact Reaction 

Mismanagement and 
inefficient use of financial 
resources 

Medium High Strict adherence to existing 
and new institutional and 
legal/regulatory framework 
that will require more 
transparent and efficient 
use of financial resources. 

Floods, Fulani herdsmen/ 
farmers crises and other 
natural disasters impact on 
economic activity and 
hence IGR tax base, causing 
increased overhead 
expenditure   

Medium Medium Increased investment to 
increase climate resilience 
(flood control and 
irrigation), improved 
security situation, 
adaptation and awareness 

Prevalence of COVID–19 
pandemic and its negative 
impact on the economy and 
the livelihood of the 
populace 

Medium Medium In the short term, it is 
important to sensitize the 
populace on measures of 
containment of the 
pandemic and seek to 
progressively diversify the 
economy in order to reduce 
dependence on the 
federation Account. 

Risks arising from Change 
in Government Policy 
which could result to shifts 
in expenditure priorities 

Low Low The State should strictly 
adhere to the fiscal 
framework for effective 
implementation of 
government priority  
programmes and projects.  

Security situation 
countrywide could affect 
economic activity and oil 
production, resulting in 
risk to VAT and Statutory 
Allocation 

Medium High The estimates for VAT and 
statutory allocation are not 
overly ambitious. In 
addition, clear 
prioritisation of projects in 
the capital budget is 
required. Increased IGR 
effort to decrease reliance 
on federal transfers and 
seeking alternative means 
of funding (grants, PPP 
etc.). Proactive engagement 
of relevant stakeholders to 
reduce negative effects of 
insecurity. 
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Risk Likelihood Impact Reaction 

Risks associated with debt 
financing 

Low Medium Minimize borrowing and 

ensure that it is within the 

threshold set in the Debt 
Management Framework. 

The state anticipation of 
about N23,530,000,000.00 
external loan from IDB as 
well as 
N15,000,000,000.00 
commercial bank loan is a 
source of fiscal risk, 
especially if these fail to 
materialize.   

Mismanagement and 
inefficient use of financial 
resources 

Medium High Strict adherence to existing 
and new institutional and 
legal/regulatory framework 
that will require more 
transparent and efficient 
use of financial resources. 

1. It should be noted however that no budget is without risk.  The ongoing 
implementation of the 2022 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 expenditure policy priorities of this administration include the following:  

 Continuation of Free and compulsory Basic and Post Basic Education  

 Improving Health Care Service delivery. 

 Agriculture and Food Security. 

 Completion of critical on-going infrastructure 

 Sustenance of policy development for the created four (4) No. additional Emirate Council. 

 Security of l ives and property of citizenry. 

 Fight against corruption. 

 Encourage Public Private Partnership Arrangement. 

 Empowerment Program. 

3.B  Sector Allocations (3 Year)  

Presented in the table below are the indicative Budget Sector Ceiling. 

The envelopes for both recurrent and capital expenditure are the same as the average 

allocations for the period 2021.   

  



 

 

KANO STATE 

2023 Budget Ceiling for Sector Allocation 

 

S/N SECTOR % Personnel Cost % Overhead Cost % Capital % Grand Total 

1 AGRICULTURE 3.01% 1,962,436,295 0.28% 57,367,398.84 5.91% 8,281,543,837.94 4.55% 10,301,347,531.69 

2 GOVERNANCE INSTITUTIONS 11.01% 7,178,213,823 57.80% 11,842,270,189.94 9.55% 13,382,190,127.30 14.33% 32,402,674,140.15 

3 
MANUFACTURING, INDUSTRIES, 
COMMERCE & TROURISM 

0.44% 286,867,764 0.26% 53,269,727.50 2.00% 2,802,552,906.24 1.39% 3,142,690,397.78 

4 ENVIRONMENT & SANITATION 1.25% 814,965,239 1.04% 213,078,909.99 2.80% 3,923,574,068.74 2.19% 4,951,618,217.48 

5 EDUCATION 49.11% 32,018,354,300 17.71% 3,628,487,976.88 17.44% 24,438,261,342.41 26.58% 60,085,103,619.31 

6 HEALTH 23.69% 15,445,221,205 6.56% 1,344,036,201.49 16.00% 22,420,423,249.92 17.34% 39,209,680,656.20 

7 INFRASTRUCTURE 1.82% 1,186,589,388 2.15% 440,499,669.70 25.00% 35,031,911,328.00 16.21% 36,659,000,385.32 

8 WATER 2.29% 1,493,016,317 2.18% 446,646,176.71 10.43% 14,615,313,406.04 7.32% 16,554,975,900.15 

9 TRANSPORT 0.05% 32,598,610 0.32% 65,562,741.54 6.19% 8,673,901,244.81 3.88% 8,772,062,595.90 

10 
WOMEN, YOUTH & PEOPLE WITH 

SPECIAL  NEEDS 
0.30% 195,591,657 2.30% 471,232,204.79 3.50% 4,904,467,585.92 2.46% 5,571,291,448.01 

11 SECURITY, JUSTICE & EMERGENCY 7.03% 4,583,364,503 9.40% 1,925,905,532.62 1.38% 1,933,761,505.31 3.73% 8,442,442,500.03 

  Sub Total 100 65,197,219,100 100 20,488,356,730 100 140,127,645,312 100 226,092,887,392 

  CRF   2,000,000,000   2,869,169,250.00       4,869,169,250.00 

  Public Debt   2,000,000,000   6,238,338,499.00       8,238,338,499.00 

  
Planning Reserve/Contingency 

Reserve 
  0   2,073,564,897.00   3,757,556,056.00   5,831,120,953.00 

  Grand Total   69,197,219,100.00   31,669,429,376.00   143,885,201,368.00   245,031,516,094.00 

 



 

 

3.C  Considerations for the Annual Budget Process  
The following issues should be taken into consideration:  

• Need to re-organise the sectors to reflect at least the issues identified by each sector.   

• Main streaming community participation in programme design, implementation and 

reporting;   

• Need to strengthen bilateral discussions between MoPB and MDA’s for effectiveness 

and efficiency in budget execution.  

• Revive and strengthen the State Economic Management Team and sector planning 

Team  

• Ensure donor expenditure is captured in MDA budget submissions and reporting;   

 Improved budget performance reporting and M&E systems;   

   



 

 

Section 4 Summary of Key Points and 

Recommendations  
We summarise below a list of the key points arising in this document:  

• This document, or an executive summary, once completed, should be presented to 

ExCo for approval and to the appropriation committee SHoA for consideration;   

• There is need for harmonisation/standardisation of data between the institutions 

responsible for PFM;   

• Advocacy activities need to be undertaken with Exco and SHoA of the importance of 

this document, and should be used as the basis for the 2023 annual budget.    

• KnSG has budgeted capital expenditure ratios as high as 59% and recurrent 

expenditure ratio of 41% including Consolidated revenue fund charges (CRF)  

• For sectors that have existing MTSSs, allocations should reflect the requirements of 

the sector. For sectors that do not yet have MTSSs, MoPB should support the 

preparation of MTSSs;  

• The state should continue its efforts to boost IGR in order to fund additional capital 

expenditure and reduce reliance on federal transfers;  

• The state should continue in it’s transition to IPSAS Accrual reporting standards and 

development of Unified Chart of Accounts (UCoA) consistent with national standards.   

• Management and coordination of the reform needs to be strengthened;   

• KnSG reporting system need to be strengthen with all relevant stakeholders for better 

understanding.   

• It is very important that KnSG adheres to the Budget Calendar laid out in Section 1 in 

order to finalize and pass the 2023 Budget by 31st December 2022.   


