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BUDGET ADDRESS DELIVERED BY
HIS EXCELLENCY PRESIDENT OLUSEGUN OBASANJO
TO THE JOINT SESSION OF THE NATIONAL ASSEMBLY, ABUJA
WEDNESDAY, 24™ NOVEMBER, 1999

It is with a deep sense of responsibility that I present to you the budget of
the Federal Government of Nigeria for the year 2000. This is unique in the sense
that this will be the first full budget conceived by this Administration. When we
came in on 29th May, 1999, the majority of the population welcomed the change
with hope and undaunted optimism that the era of denial of individual freedom
and downward spiral of the economy is over. Their hopes and aspirations were
based on the belief that the new democratic dispensation will provide the basis

for full and equal participation in charting the correct path for sustainable economic
growth and development.

Overview of the Economy in 1999

On assumption of office, this Administration found that some of the
economic measures of the immediate past exacerbated the instability which had
plagued the economy for quite sometime. For instance, governments had
continually failed to arrest the critical shortage of petroleum products which had
disrupted the economy for some years. By the end of May, 1999, a deficit of 250
billion naira had been incurred instead of the planned deficit of 14.2 billion naira
during the five months of the year.

The extra-budgetary spending compounded the excess liquidity problem.
Consequently, there was pressure on the Naira exchange rate both at the AFEM
and at the parallel market. Naira exchange rate at the AFEM depreciated from 86
to 95 naira for one US dollar, while at the parallel market it moved from about 88
to 105 naira for one US dollar. The downward trend in inflation was reversed.
From 8.9 per cent at the end of October, 1998, it moved to about 13 per cent by
May 1999.

This Adrninistration inherited a prostrate economy, characterized by declining
capacity utilization in the real sector, poor performance of major infrastructural facilities,
unsustainable liquidity position and rising levels of unemployment and inflation. In
response, this Administration took urgent steps to mop-up the excess liquidity in the
monetary system, stamped-out the phenomenon of shortage of petroleum products
and greatly improved the performance of major infrastructural facilities, especially

by reducing power outages across the nation. By August 1999, inflation rate had
declined to about 10.5 per cent.
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“This Administration suhmill%‘d a Rcviwscd lzudg'f1 to the Nationg] Assemp,
in August, 1999 aivlia rccurrclﬂ estimates of | 169.6 billion and a capital eStimate};
of 40.1 billion naira. The N:lll(?m.ll Assml:mhly, h()wcvcr E}ppr()v.ed F€Current and
capital expenditures of 113.3 billion naira and 82.02. bI“-IOH naira, YCSDeCtiver
Although the Revised Budget was based on a crude ()'ll price of 18 US dollars Dm:
barrel. |l average realised price for Nigeria's crude oil as at the end Ofseptember
1999 was still below 17 US dollars per barrel. This Administration has therefore
been conscious of the level of revenue inflow in the implementation of the approve(
Revised Budget so as to avoid the emergence of a large deficit at the end of 1999

Despite the macroeconomic achievements of this Administration, basic
structural imbalances persist. These include the lingering problems of import
dependence, reliance on a single economic sector—oil, weak industrial base, low
level of agricultural production, a weak private sector, high external debt overhang,
inefficient public utilities, low quality of social services and unabating
unemployment. Policies and programmes are therefore being evolved within the
framework of the budget for the Year 2000 to address these problems.

Policy Thrust for the Year 2000 Budget

The policy thrust of the budget for the Year 2000, is to lower the inflation
rate, lay a solid foundation for private sector led economic growth, pay profound
attention to education and agricultural production, and consequently reduce
unemployment and poverty.

Thus, with this budget, the government aims to :

(7) provide the framework for taking Government out of direct involvement
in most economic activities which are best suited for private sector undertaking ;

(77) provide the enabling legal, fiscal and monetary environment for the
private sector to become the effective engine of growth and development in
the economy ;

(7if) up-grade the performance of major infrastructural facilities ;

(v) continue to improve the operational capabilities of the law enforcement
agencies at crime prevention, detection and control :

(v) continue with the policy of probity, transparency and accountability in
order to reduce the cost of doing business in Nigeria ; :

(vi) fight illiteracy through the implementation of the Universal Basic
Education Scheme ; .

(vii) intensify the pursuit of poverty alleviation and enchanced food scct.lrlty
through fiscal incentives to lenders and borrowers for agricultural production ;
and by encouraging each state to concentrate on at least one crop for massive
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and intensive production within the

(i) improve the health of the
our preventive and curative healthe
on HIV/ALDS,

state ;

population through the rapid up-grading of
are delivery system, with particular emphasis

The year 2000 Budget will therefore open ne

J w and sustainable economic
opportunities to all Nigerians for the pur

suit of honest and fulfilled life,
I'o achieve the

above stated objectives, the following strategies will be
employed :

(1) government investments in ¢
being sold ofT'and the exercise
(1) hotels, vehicle asse

ompanies quoted on the stock exchange are
will be completed during the first hal fof year 2000.
mbly plants and other manufacturing enterprises with
government holdings will be actively prepared for privatisation during the course
of the year ;

(711) the privatization of utility companies and other capital intensive
enterprises will begin during the year with the establishment of regulatory
framework for the sectors followed by drawing up modalities for effective private
sector participation ;

(/v) reduction of tariff in favour of imported raw materials and rehabilitation
and resuscitation of infrastructural facilities to encourage increased capacity
utilization ;

(v) budget deficit will be kept at not more than three per cent of GDP and
ensuring that Ways and Means advances, where required, are kept within the
statutory limit of 12.5 per cent of expected revenue ;

(vi) strict implementation of the anti-corruption law when enacted by the
National Assembly :

(vi7) increased budgetary allocation to the education, health, energy and
agricultural sectors ; ]

(viii) bilateral and multilateral negotiation with Paris Club creditors to secure
debt service and debt stock reduction ;

(ix) emphasis on aerial geo-physical survey and exploration of solid mineral
deposits to encourage private investment in the sector ;

(x) establishment and full implementation of the Niger Delta Development
Commission.

Revenue Outlook for 2000

At 18 US dollars per barrel, and an export volume of 1,836 million barrels
per day. total receipt from government crude during the year 2000 is estimated at
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a. Petroleum Profit tax is projected to yield 100.0 billio

. billion nair i1qs
572.9 billi pected to generate 1 12.2 billion naira.

while oil royalties ar¢ €x
£300,000 barrels per day is sustained at 1999 P

valued at export parity and therefore cstil‘nalcd to yield 187.8 billion najry ds but
2000. Upstream gas and ollhcr m 1.Scc-l]anc0us earnings from the oj| qlfl:rm ;
are projected 10 generate 41 3 bil!mn naira in year 2000, as compared Wi‘thC;_or
billion naira in 1999, the wide variance being qccountcd for by the projecteq .16
of gas feedstock 1o the NLNG project which 1s expected to generate 2() bi]‘l id e
naira in year 2000, in addition to expected increase in internal gas COHSUmpti(;)nn

Consequently, total Federally collectable revenue in the year 2000 is estimaeq
at 1.260.0 billion naira, an increase of 274.8 billion naira, or 27.9 per cent vis-a-vis the
revised 1999 Budget estimate. Total inflow from the oil sector is estimated at 1,014,
billion naira, while non-oil sources are expected to generate 245.9 billion naira.

n n&ira,
Domestic crude 0

the year

Federal Government Retained Revenue

Total Federal Government retained revenue in the year 2000 is estimated at
387.3 billion naira, as against 301.7 billion naira in 1999, an increase of 85.6
billion naira or 28.4 per cent. Included in the retained revenue is Federal
Government of Nigeria’s Federation Account share of 344 .1 billion naira. Federal
Government of Nigeria’s share of VAT of 9.1 billion naira ; Federal Government
independent revenue, net of levies, of 19.1 billion naira and privatisation proceeds

of 15.0 billion naira.

Expenditure Estimates

Total Federal Government budgeted expenditure for the year 2000 is 470.0
billion naira, as against 340.6 billion naira in 1999, an increase of 129.4 billion
naira or 38.0 per cent. Out of the 470.0 billion naira, 300.0 billion naira is for
recurrent expenditure, while 170 billion naira is for capital expenditure.

_In the face of the enormous social problems presently facing this country,
ranging from unemployment, poverty, and inadequate provision of social
amenities, as all of you are aware, this Administration 1s constrained to ncur &
manageable deficit budget of 82.7 billion naira or 2.2 per cent of the GDP. This1s

intended to reflate the economy and to create the required atmosphere for growth
and development.

Recurrent Expenditure

makeA p;ovision of 170 billion naira has been made for personnel emoluments to
up for the observed under-funding in public service pay in 1999 2
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additional expenditure on the members and staff of the National Assembly during
the year. All the democratic institutions, legislative and executive, have to be
adequately provided for. The provision also gives room for some negotiated wage
increases during the year; Total vote for overhead expenditure is to increase from
the 1999 level of 45.1 billion naira to 60 billion naira. Since the large deficit
incurred during the first five months of 1999 had been securitised, the vote for

domestic debt service is increased from 16.3 billion naira in 1999 to 70 billion
naira in the year 2000.

In the effort to achieve a realistic wage bill in the public service, government
has intensified efforts at eliminating the ghost worker phenomenon. Accordingly,
the office of the Head of the Civil Service of the Federation and the office of the
Accountant-General of the Federation have been mandated to commission an
external manpower audit of the Federal Public Service. At the end of the exercise,
the office of the Head of the Civil Service of the Federation would publish in the

gazette, staff list of all public servants during -the year 2000 which will be up-
dated regularly.

Domestic Debts

In the last four years, government has made substantial provisions for the
settlement of debts owed by ministries and agencies to local contractors and
suppliers. The exercise was intended to be a short term measure. It would appear
however that ministries and agencies are being encouraged by the provisions to
disregard extant rules and regulations and keep incurring extra-budgetary
commitments. This practice must stop. Disciplinary action will henceforth be
taken against any ministry or officer involved in the award of any contract without
ensuring that sufficient funds are available to pay for such a commitment.

Capital Expenditure

Despite the increase in crude oil prices since the second half of 1999,
government’s revenue forecast for the year 2000 remains very dismal. A total of
170 billion naira is proposed for funding the capital development programme of
Government during the year, as against 118.7 billion naira in 1999, an increase of
51.3 billion or 43.2 per cent.

Out of the capital allocation, 20 billion naira is earmarked for the settlement of
part of the debts owed on the National Priority Projects. If the proposal for 30 billion
naira in the Supplementary Appropriation Bill for 1999 is approved by the National
Assembly for the same item, the vote for year 2000 would bring to 50 billion naira the
amount which will be used to reduce the accumulated debts on these Projects.
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With effect from January 1, 2000, all the projects being implem
National Priority Projects will be “"“"“fb”“d.m the appropriate ministrie:med i
part of their normal capital I-H-()QIT]l]].IIIL-S. An inter-ministerial Committee hto fo
set-up under the chairmanship (.ul the Federal Ministry of Finance toa
concile and recommend appropriate payment procedure for all the debts j

o 30th September, 1999. Work done by the various C(.m
lso be covered under the aliocations to the relevant m

rom the year 2000.

S been

verify,
ncu”ed
tractorg
ini Strieg

re
on the projects up |
after the date will a
for their capiml programmes |
Also. out of the capital vote for the year 2000, another 20 billion naira ;)
be used to fund special capital items of strategic importance to the machinery i }
government. An additional 10 billion naira is provided to offset part of the liabiliti:
of PTF. This amount will however be passed to the line ministries who aftei
certifying the work done will effect the payment. [ wish to seize this opportunity
to re-affirm that the PTF interim management committee will not award new
existing contracts. The remaining 130 billion naira in capital
d to various ministries and agencies in accordance with
The entire capital programme is focused on poverty
alleviation using an inter-sectorial approach. Therefore, all projects which are
being funded in the various sectors will be implemented in such a manner as to

complement one another -1 the efforts at rapidly reducing poverty, illiteracy and

enhancing security of life and property.

contracts or vary
expenditure is allocate
government priorities.

State and Local Government Finances

In year 2000 the Federation Account Revenue is estimated at 709.5 billion
naira. The existing formula will be maintained until the Revenue Mobilization
Allocation and Fiscal Commission has completed its work and the National
Assembly has passed the enabling law. Therefore the States will receive 170.3
billion naira and Local Government Councils 141.9 billion naira, and Special
Funds 53.2 billion naira. The sum of 61.7 billion naira has been provisionally

allocated to meet the minimum of 13 per cent derivation.

Also, in year 2000, the estimated Value Added tax is put at 60.7 billion
naira. In line with the VAT sharing formula, States will receive 30.4 billion naira,
and Local Government Councils 21.2 billion naira, in addition to the allocation
received from the Federation Account.

Indebtedness of State Governments

= External debt service is currently treated as a first line charg
any states borrowed without considering their ability to repay

e on oil revenue:
the loans as an
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when due. Some have over-borrowed while others, particularly the new States are
yet to do'so. The present arrangement whereby external debt service is treated as
a first line charge on oil revenue breeds inequity as States that have not borrowed
do not get their fair share of Federation Account Revenue.

In order to introduce fairness, treatment of the provision of External Debt
Service as a first line charge will be reviewed. Deductions at source should be
made from statutory allocations of debtor States. However, in doing so, the amounts

to be deducted should be worked out between the States and the office of the
Accountant-General of the Federation.

Fiscal Policy

The Fiscal Policy for year 2000 has been designed to increase the level of
government revenue and to promote overall economic development. In this regard,

priority sectors like oil and gas, export processing zones, solid minerals and
agriculture will receive increased fiscal incentives.

Non-statutory waivers of import duty—Since the inception of this
Administration, approvals for Import Duty waivers have been strictly based on
existing statutes. There is however, the need to review some statutes that have
given too many incentives to certain sectors thereby bringing such incentives in
line with the economic realities of the country. Towards this end, it is intended
that in the year 2000, an Inter-Ministerial Committee will be set up to review and

make recommendations to government which will be submitted as a bill to the
National Assembly.

Port reforms—Imports destined for Nigeria are still diverted to Ports of
neighbouring countries. This is due to relatively high port charges, and levies.
This results in loss of revenue in terms of import duties going to neighbouring
countries. Government will therefore remove all bottlenecks at our ports in order
to make them investor-friendly.

The Port reformers will involve the installation of high-technology X-ray
scanners in our ports. It is a useful technology in detection of illegal drugs, arms,
hazardous and prohibited goods. The Private Sector will therefore be invited to install
and operate the X-ray scanners services at our ports on build-own-operate basis.

Tax policy—The tax policy of government for the year 2000 is geared towards
a low tax regime, with low income tax rates, generous incentives and reliefs to
reduce tax burden on tax payers. The effect of these measures is to broaden the
tax base and to raise higher revenue from other non-oil tax sources, particularly in
the consumption tax (VAT and Duties). In the Year 2000, government will improve
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d collection machinery. [n this respect the capacit
thened with qualified, competent, well-tra;
State Tax Authorities will be encouraged
amework required for efficient and effe

hed and
to put ]'n
CtiVe tax

the tax assessment an
Authorities will be Streng
motivated staff. In addition,
place permancn! institutional fr
administration.

Value Added Tax—The flat rate of five per cent for VAT will continye iy, "
e

2000. Government is determined to improve on the efficiency of VAT

by greater penetration into all industrial groups, goverp AT
usiness enterprises. Consequently, the 50 VAT ofrfr'mfnt
9 will become operational in the new year. To fau:ililt(’eS
bers of the eight (8) Zonal VAT Tribunal Wi]]abte
inaugurated early in the year. Furthermore, the VAT base will be widened by the
removal of some items from the exemption list. However, all Agricultura?

equipment and inputs will be exempted from VAT.
In spite of efforts to ensure full compliance with the VAT laws, government

agencies (Federal and States), as well as the Local Government Councils, haye
not been very co-operative. To remedy the situation, Government will intrbduce

a VAT Clearance Certificate to be issued to all VAT payers.

year
administration
agencies and small b
embarked upon in 199
disposal of VAT cases, mem

. Petroleum Profits Tax—The approved tax incentives granted to oil companies
in recent years for exploitation and utilization of associated gas have been
prgmulgated into law. Government will encourage the flow of investment into
this sector in the new year through the sustenance of the incentives ; it is however
observed that govemment is unduly subsidizing gas operations Witil Tax Payer’s
funds. A situation where out of the sum of 140 billion naira projected as revenue
from Petroleum Profit Tax in 1999, only 26.8 billion naira was realised at the end
of September, 1999, due to set-offs against petroleum profit taxes is unacceptable
g«l)a\;ertnmsnt Will therefore review the issue of incentives and set-offs as the}:'
e th?e tctii ?llrli ]algcl hgji ZZitor. The new memorandum of understanding will come

signeﬁiﬁglli)‘:rz?lﬁcfha”ﬁg C ontracts—In the 1998 Budget, the companies that

N Tax CIOI:j sharing contract with the government in 1993 were granted

Investment Tax Cri:‘ilitlt of 50 per cent of qualifying capital expenditure. The

G e dproduction }fo granted has been misconstrued to apply to companies

Profits Tax will b ji - contmact with Government after 1993. The Petroleum
¢ amended during the year to rectify this error.
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Companies Income Tax

Self-Assessment~The filing of Self Assessment became compulsory for all
companies as from 1998 assessment year. However, it has been discovered that
many small and medium size companies are yet to embrace the practice.
Government will enforce compliance in the Year 2000.

Insurance Companies—The tax laws have not kept pace with the

developments in the Insurance Industry. Government will initiate the amendment
of Companies Income tax Act in line with the modern trend.

Supply of Petroleum Products—It is worthy to note that Government has
been the main supplier of these products throu;;h importation and local refining at
a fixed pump price. This has turned Government into a monopoly and has
discouraged private sector participation. In order to reverse this situation,
Government has chosen to deregulate the petroleum product market in order to
encourage private sector participation and ensure regular and timely supply of
petroleum products. With immediate effect, the petroleum products market will

be fully deregulated and domestic crude allocation to NNPC would be paid for at
export parity.

External Debt Management

Efforts were made in 1999 to sustain the success achived in the management
of our external debt as was done in the preceeding years. No substantial increase
has occurred in our external debt figures in 1999, as against the 28.77 billion US
dollars recorded at the end of 1998. This was attributable to the fact that since the
lifting of the embargo on external borrowing, no new loans have been contracted.
Also, our debt figures are now more reliable as a result of various conciliation and
verification measures. However, some categories of debts were not serviced,
particularly those owed to the Paris Club creditor countries as well as arrears on
post-cut-off date debts. Due to resource constraints, Government has set aside 1.5
billion US dollars for External Debt Service in the year 2000.

World Bank Funding

Government formally indicated intention to resume on limited basis,
concessional borrowings in 1999. However, no credit was accessed in the year.
The World Bank assisted projects portfolio in Nigeria has been dwindling and it
presently consists of nine (9) projects. There would be four (4) projects only in
the portfolio in Year 2000 if no new facilities are accessed. In view of our country’s
budget financing gap and development aspirations, Government will in Year 2000
access highly concessional credits from both Multilat¢ral and Bilateral sources to
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N ati
help in closing the financing gap Om(t)}I:S
s . | 1OV
. ; ~ 1S [‘L‘g{lld. G0y iy . e
of the country. "“ lhl. social sector and poverty alleviation projects €special]y
'orld Bank in funding sociat : ) S :
World Himk l jucation. health, water and sanitation, rural c]u,trlfl(,at]on, SME’S
culture, education,

ernment will seek financial assistance fy

:1':13&-\?\»111cn and youth development. |

Negotiations in respect of these proppsed Worldg?\igli\ ;smzted ,?mjecm’
namely Llhc Economic Managemf:nt .Capacny-Prl()Ject. (t s ) Ltmad ol
and Sanitation Pilot Project, Privatisation Technical Assis anceb mjle;g’ an S_eCOnd
Primary Education Project will be concluded b_efore December 1999, while the
proiecl's would become effective before the mlddljf: of .Year 2000. About. 1‘3‘0
million US dollars would be drawn from the three projects in year 2000. Ip addition,
a sum of 77.986 million US dollars is projected to be dravyn cumulatively from,
the four on-going World bank and International Fund for Agricultural Development
assisted projects during the year. However, if Nigeria successfully secures a stang-

by arrangement with the IMF, it could make the World Bank grant additiong]
financial support to Nigeria during the fiscal year.

Recovery of Stolen Public Assets

Our drive to recover stolen money continues. Since June we have recovered
119,768,530US dollars, 100 million naira, and 13 properties valued at 325 million

naira. We have succeeded in freezing accounts worth more than 600 million US
dollars.

as well as meeting the developmenta] aspir



Assembly, the State and Local Governments must be pooled effectively. We must
today pledge to wipe out this scourge in the medium term., beginning from this budget.

The strategy to be employed in this respect, is to empower our citizens in
both the rural and urban areas to produce, with a view to improving their quality
of lite. This empowerment would come in the form of the provision of the necessary
socto-infrastructural tools that will make this transformation happen. If we can
increase the disposable income of all concerned through real production by an
average of 10-15 per cent per annum over the next 10 years, then we can, as
policy makers, claim success. And we cannot afford to fail.

To begin the process, I have directed the Ministry of Finance to design a
comprehensive and feasible MediumTerm Poverty Reduction Plan. The plan would
entail the establishment of a Poverty Reduction Fund which must begin in the
year 2000. Negotiations are currently on between Government and the IMF, and
depending on the successful completion of a stand-by arrangement, a donor-funded
poverty deduction fund of one billion dollars will be established. Our strategy
would be to identify priority, programmes and projects in the areas of rural
electrification, water supply, women and youth development, primary health care,
agriculture, food, security and education. This project would be grassroots initiated.
The State Government and the Local Governments will be fully involved in the
design and actual implementation of the programmes that best suit their
environments. The Federal Government will therefore serve primarily as a catalyst
and mobilizer of resources.

Over the next 3 years, this program will engage the attention:of this
Administration as well as the interested State and Local Governments. Together
we shall embark on a process that will once and for all put to rest this embarrassing
issue of abject poverty in our land.

Conclusion

Distinguished members of the National Assembly, Ladies and Gentlemen, |
wish to seize this opportunity to register my appreciation for the concern and
expediency you exhibited in the deliberations of the supplementary budget review
submitted earlier. I would fervently appeal for your understanding and co-operation
in your consideration of the Budget 2000 which I have presented to your esteemed
selves today. One paramount issue of note is that Budget 2000 is our budget. By
this, I mean both the Executive and the Legislature. Indeed it is the People’s
Budget.

[ thank you.
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