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PROTOCOLS

INTRODUCTION

It is my pleasure to address you today on the Appropriation Bill of the Federal Government of Nigeria for fiscal year 2003. In many ways, the year 2002 has been challenging but also rewarding. The effects of the difficult global economy affected and even altered some of our plans, but in a positive way helped us to learn to adjust and manage our resources even more efficiently. In addition, our nation has benefited from our experience this year with the struggles of understanding and consolidating democracy in our land. At the end, I believe that we are marching into 2003 more confident and more resolved to defend and protect our fledgling democracy with enhanced commitment to peace, harmony and national unity.

OVERVIEW OF THE ECONOMY IN THE YEAR 2002

2. The policies and programmes undertaken during fiscal year 2002 were aimed at consolidating and sustaining the gains of the previous two fiscal years. For 2002, we estimate that there was a marginal improvement in the performance of the economy over the situation in 2001. Initial results show that real Gross Domestic Product (GDP) grew by 3.26%, constrained by the effects of a difficult global economy and the cut in our OPEC share of crude oil output.

3. Due to fiscal restraint by the Federal Government and improvements in food supply, the inflation rate has continued to fall since the first quarter of 2002. Inflation decelerated from about 19% in the first quarter of 2002 to about 14.8% at the end of the third quarter. We expect inflation to be around 14% at the end of 2002.

4. During the year, the Government introduced the Dutch Auction System (DAS) in the sale of foreign currency at the Central Bank in order to maintain stability in the foreign exchange market. This has been working well and the Naira has been trading in a narrow band of between N125 per dollar and N127 per dollar since we began the program. Our foreign reserve level, which slipped in the first half of 2002, has held up since the end of the third quarter of the year.

5. A major policy thrust of the 2002 Budget  was to upgrade and rehabilitate our infrastructure and improve the performance of the national economy. In this regard, I am pleased to say that we have witnessed positive results in many areas that touch the lives of average Nigerians. Improvements in water supply and electricity generation over these past few years have dramatically and positively impacted the quality of life for many more Nigerians as they pursue their daily endeavours. I am pleased with the significant growth that has taken place in power generation, as electricity supply has increased from less than 1,500MW in 1999 to about 4,300MW in 2002. However, what I consider more rewarding is the fact  that this has led to sharp improvements in capacity utilization and consequently job creation. During 2002, the capacity utilization rate is reported to have approached an average of about 60% for the nation as a whole.

REVENUE PERFORMANCE IN 2002

6. Total Federal Government actual revenue for the period January – September 2002 amounted to N575.019 billion as against the corresponding budgeted revenue estimates of N787.07 billion for the same period indicating a performance shortfall of N209.058 billion. The adverse revenue situation impacted on the implementation of capital development programme for the year.

ECONOMEC OUTLOOK FOR 2003 (THE NATIONAL ROLLING PLAN 2003-2005) 

7. The economic outlook for 2003 is derived from the macro-economic framework of the 2003-2005 National Rolling Plan. The framework consists of the following:

· Raising the rate of growth of real Gross Domestic Output,        through higher productivity in agriculture and agro-allied industry and solid minerals development;

· Improving the level of general security of life and property;

·   Implementing the Poverty Reduction Programme with emphasis on improving food supply, food security and agricultural output, providing access to quality education, providing job opportunities in both public and private sectors and providing enabling environment for investment, improved healthcare delivery, women empowerment and youth development;

· Continued intensive and extensive Infrastructural  development, particularly in the areas of Energy, Potable Water Supply, Telecommunication, Roads, Airports, Maritime Ports, Railways, etc.;

· Re-vitalization of the manufacturing sector;

· Promotion of technology, particularly Information and Communication Technology, Bio-technology and Space Technology for ICT and remote sensing;

· Promotion of Environmental Protection and Management;

· Effective and beneficial engagement of the global economy; and 

· Making Nigeria the hub of economic activity in West Africa.

The macro-economic targets for the 2003 Budget are:

· Exchange rate maintained at N126 per $1.00

· Maximum Bank Lending Rate of 20%

· Minimum Rediscount Rate (MRR) of 14%

· Growth rate of Broad Money Supply of 30% 

· Real GDP growth rate of 5.0% 

· Inflation Rate of 9%

· Capacity Utilization Rate of 65% 

· Unemployment Rate of around 13%

· Non-Oil Export Growth Rate of 10%

8. To avoid the boom-bust economic cycle historically experienced in this country and preserve a better quality of life for our people, we must support a rapid economic diversification agenda. For much of the past three decades, economic growth in Nigeria has been very unsteady, driven particularly by volatility in crude oil prices and generally poor governance. To generate a stronger and stable growth rate, we must promote increased production in the non-oil sector of the economy, by creating a level-playing field for private sector-led activity. To expedite this, government will support increased investment in infrastructure and human capital, with particular attention to rural sector development.

Recently we unveiled a framework for economic growth and development that identifies five (5) primary priority tracks of production as follows:

i. Agriculture and Agro-business

ii. Solid Minerals Development 

iii. Other Manufacturing including ICT

iv. Crude Oil 

v. Natural Gas

The sixth one is Tourism which will require substantial infrastructure to be able to make significant contribution to the economy.

Our main goals in pursuing diversification along these primary tracks are job creation, productivity growth and higher personal income levels.

POLICY OBJECTIVES FOR 2003

9. The objective in fiscal year 2003 is to pursue a macro-economic policy and sector growth strategy that will achieve fiscal stability, improved non-oil sector competitiveness, reduction in the level of inflation, and a stable and competitive exchange rate. This will support accelerated economic growth and poverty reduction. Accordingly, the policy thrust for the year 2003 Budget will include:

(i) Diversification of the productive base of the economy;

(ii) Concentration of public sector investment in a few priority    sectors of the economy where production is supported and the welfare for the people is optimized;

(iii) Emphasis on Agriculture and Rural Development to consolidate existing initiatives in ensuring food security and export possibilities, particularly in cassava, rice production, textiles, traditional ‘cash’ crops, livestock and vegetable oil; and 

(iv) Continued privatization of government-owned companies and public utilities.

10. The following principles will guide economic management in 2003: 

(a) Continued emphasis on allocative efficiency by ensuring value for money in Federal Government expenditure and ensuring that budget execution follows rules of fiscal transparency at all levels.

(b)  Redirection of public investment in road sector to road maintenance and away from over-emphasis on new constructions. Reasonable investment will, however, continue in the provision of new roads, with emphasis on the assurance of value for money, because Nigerians want commensurate kilometers of paved road for any given amount of money spent.

(c) Maintaining the level of fiscal deficit of no more than 2.5% of the GDP

(d) Improving the operational capabilities, efficiency and effectiveness of the security and defence agencies, consistent with the strong drive for the security and safety of lives and property as well as the attraction of foreign direct investment.

(e) Deepening and broadening of fiscal incentives in 2003 to further encourage the industrial and manufacturing sector of the economy and attract foreign direct investment.

(f) Highlighting tariff reform and liberalization in line with regional initiatives.

(g) Maximum use of the opportunity available to the Textile and Garment Industry through the Africa Growth and Opportunity Act (AGOA).

(h) Provision of incentives designed to support private sector leadership in employment generation.

(i) Focus on an external debt management approach that builds confidence through negotiation and consultation for possible reduction in aggregate debt levels and debt service costs in the context of a medium-term economic programme.

(j) Conversion of over one and half trillion Naira (1.5 trillion Naira) domestic debt into long-term development bonds to ease the pressure that annual domestic debt service places on capital development expenditure.

(k) Continuation of structural reforms for improved tax and customs administration.

(l) Accelerating the monetisation of public sector benefits as recommended by the Revenue Mobilisation, Allocation and Fiscal Commission (RMAFC). This will reduce the high level of waste often associated with the Federal Government in the provision of housing, furniture, vehicles and other such benefits to its employees.

(m) Pursue contributory pension schemes, to reduce the burgeoning recurrent cost of pension payments.

(n) Reform of the Civil Service to enhance its performance, efficiency and effectiveness.
(o) Continuation of privatization of Government investment and public utilities.
REVENUE ESTIMATES

11.
We estimated the federal collectible revenue for fiscal year 2003 to be N1,819.0124 billion.

Oil Revenue: Of the federally collectible revenue, total oil revenue is estimated at N1,120.1789 billion, assuming a conservative world market crude oil price of US$21 a barrel and a total OPEC Quota of 1.7880 million barrels a day. In addition, we also expect a condensate production of 100,000 barrels a day. To obtain the oil revenue in Naira, we assume an exchange rate of N126 per US$1.00.

Non-Oil Revenue: Total non-oil revenue is projected at N635.8335 billion, with N196.0000 billion collected from Federal Government Independent Revenue and N179.7496 billion from Import Duties.  Value Added Tax is estimated to contribute N113.0000 billion.  Other sources of non-oil revenue include Companies Income Tax, Levies, Excise Duties, Education Tax, Fees and FIRS Education tax, and Recovery.

Federation Account:  After various charges, the total revenue available to the Federation account in 2003 is estimated at N1, 174.9065 billion.  The Federal Retained Revenue is estimated at N685.3885, including N642.4388 billion, representing the Federal Government’s share of the Federation account. 

Consolidated Revenue Fund Account: After Federal Government’s contribution to Niger Delta Development Commission, the balance of the Federal Retained Revenue is projected at N675.3250 billion.  This amount represents the Federal Government’s revenue in the Consolidated Revenue Fund to finance Recurrent and Capital expenditures of the Federal Government.

EXPENDITURE ESTIMATES

12.
Total Federal Government expenditure for fiscal year 2003 is projected at N765.132 billion.

Recurrent Expenditures in 2003 is estimated at N508,768,350,687.00, consisting of Personnel costs of N343,343,426,089 and Overhead costs of N165,424,924,598.

Capital Expenditure for fiscal year 2003 is estimated at N256,363,677,292.  To assure human security, priority in capital spending is given to sectors of the economy that can best spur economic diversification, job creation and poverty reduction.  A summary of the capital budget by sector will be placed before you after my address and will accompany this document as a draft bill.

IMPLEMENTATION STRATEGIES:

POWER AND STEEL

13. In order to continue to provide a conducive environment for investments opportunities and job creation, the improvements in the generation and transmission of power will be maintained through rehabilitation and maintenance of power generating facilities.  Also, NEPA will be unbundled into several autonomous components in preparation for its privatization.  A capital allocation of N30.5 billion is proposed for this sector in 2003.

AGRICULTURE

14. The strategy for improved agriculture and Agro-business in 2003 will focus on creating a conducive macro-economic environment to stimulate greater private sector investment in agriculture.  We will maintain the eight areas of intervention in support of agricultural production and food security.  To this end, fiscal incentives to agriculture will be increased and in addition, import waiver anomalies in the importation of agricultural machinery and inputs will be reviewed to provide a more effective tariff policy regime.  As a part of the on-going financial market reform, Government will continue with the strategic initiative to improve credit delivery to Nigerian farmers and rural dwellers.  The sum of N9.874 billion has been proposed for the agricultural sector.  

SOLID MINERALS DEVELOPMENT

15.
Solid minerals development in 2003 will focus on:

(i) Encouragement of private sector operators to take the Leadership role in the exploitation of solid minerals;

(ii) Accelerating the development of technical and professional manpower resources to meet the demand for skilled manpower in the sector;

(iii) Promotion of joint venture Arrangement and product sharing contracts so as to attract necessary Foreign Direct Investment (FDI) and free the government from undue financial burden for the development of the sector. In this regard, the sum of N3.058 billion is proposed for this sector.

EDUCATION

16. To reposition education to serve Nigeria better, a number of initiatives will be undertaken. These include the implementation of the Universal Basic Education Programme; Promotion of University Autonomy; and introduction of entrepreneurship development programme in schools. An allocation of N13.981 billion is proposed for this sector.

HEALTH   

17. To sustain improvements in healthcare delivery in 2003, attention will be paid to the expansion and strengthening of the primary healthcare system throughout the Country. Family and productive health Services would be strengthened, with particular emphasis on fighting HIV/AIDS, other sexual transmitted diseases, malaria and other communicable diseases. Furthermore, emphasis will be placed on the eradication of communicable and vaccine preventable disease through continuous immunization. Also, the rehabilitation of strategic Teaching Hospitals will be continued in 2003. The sum of N19.5 billion is being proposed for the health sector.

WORKS AND HOUSING 
  

18. The development of the network of Federal roads and highways in 2003 will focus on rehabilitation of existing roads and highways. Construction of new roads will be undertaken only where necessary. Implementation of the new housing policy wills emphasized. The private sector will be supported to provide schemes that can give every working Nigerian access to a home. The capital allocation proposed for this sector in 2003 is N49 billion.

FISCAL POLICY

19. In 2003, Government will seek to put in place measures that will help to ensure budgetary discipline with a view to establishing a fiscal rule that stabilizes the levels of both capital and recurrent expenditures.

To help contain recurrent expenditures government will seek to create a civil service that is smaller, highly skilled, motivated and more productive.

Government will continue to administer due process and value for money audit on key projects, to achieve allocative efficiency.
EXTERNAL DEBT MANAGEMENT 

20. The government will continue to make debt service payments. However, debt payments as a share of government revenue will be in line with the share of expenditures on key social amenities and services. This will ensure that adequate resources are provided for the continued support of infrastructure development and other basic social service needed for poverty reduction and sustainable economic growth and development. 

PUBLIC SECTOR and PRIVATE SECTOR PARTNERSHIP

21. We see steady positive collaboration between the private and public sector of the economy as improvements continue to take place in the quality of our infrastructure. I am happy to see the enrichment of this partnership. Clearly, a more robust private sector activity is the answer to the problems of unemployment and poverty in our land.

To support the results of domestically generated activities, Government will continue to pursue policies that help attract investment, particularly foreign direct investment and official development assistance. The promotion of foreign direct investment in Nigeria will target not only foreign resources but also Nigeria resources abroad. Other resources are more likely to flow into the country when domestic and externally based Nigeria resources are seeking returns in Nigeria.

Government will sensitise the Nigeria public about the concept of NEPAD – the political and socio-economic program of the AU. Nigerian businesses will be provided with an environment that will support their ability to take advantage of opportunities arising from NEPAD and the African Union.

CONCLUSION

22. We look to the year 2003 with confidence, hope and enthusiasm and trust that it will be a year in which we truly consolidate the gains that democracy has brought us over these past few years. Our Government will continue to support strategies that give Nigerians and our visitors a good experience in their day-to-day lives. With every hand on deck, I am sure that we can build a more humane, productive, caring and courteous society where every resident is valued and the Plight of the disadvantaged is addressed. Together in good faith, integrity, patriotism, selfless service and commitment, we must continue to move Nigeria forward.

Thank you.

PAGE  
1

