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The word economy is plodding 
along on a rather tough and rocky 
road, grown prospects are indeed 
deteriorating, high inflation, aggressive 
monetary tightening particularly in the 
G7 economies, low optimism among 
investors as a result of uncertainties 
from both the war in Ukraine and 
the lingering effects of the Covid-19 
Pandemic. Run away food and energy 
prices are eating deep into real income, 
this triggering a global cost of living 
crisis. The brunt of which is now being 
felt in developing economies such as 

Nigeria. With growth in the world’s three largest economies United State, China and EU 
weakening considerably. The spillover to countries with little or no shock absorbers like 
ours has been huge, rising cost of borrowing by Government and large capital outflow by 
portfolios investors are exacerbating fiscal and balance of payments pressures in many 
developing economies, indeed some are already defaulting on loan repayments and running 
back to IMF for lifeline. 
Against this backdrop, the projection of growth for the global economy in 2023, has been 
revised downward and unfortunately developing economies will struggle to register on the 
scales despite the growth forecast for Sub- Saharan Africa which the above factors have 
eroded or rendered too little.
The economy of Southwest Nigeria is firmly entrenched in all the above listed vicissitudes 
and will have to devise the means of making the best of a testy word economy.
The steps that was taken in 2022 by the six states of the Region in the areas of Agriculture 
with the Framework for Agriculture Transformation Document which is hoped will change 
the way Agriculture is practiced as a vocation and businesses. 
The completion of the blueprint on health for the region, the first of its kind in West Africa, 
the continued focus on rural development particularly, the opening of access to the 
agriculture belt in the states for ease of transportation by farmers. 
The budget increase in the education sector, which is targeted at reducing the number of 
out of school children to the barest minimum and a renewed focus on getting governance 
institutions right for effective service delivery, must be followed through in 2023.
The uncertainty of elections cycles in Nigeria is bound to have an effect on budget 
performance and general economic outlook, it is highly likely that the Region might have 
to endure tepid economic performance in this first quarter as electioneering takes the front 
seat, but it is hoped that once we get the elections out of the way in march successfully, 
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it will be all hands at the pump to quickly rev up the economy on all fronts in order to 
make 2023 a solid foundation from which the region can benefit greatly from the projected 
upswing in the world economy from 2024 2nd quarter.
Yes indeed, the times we are in are indeed tough and treacherous, not with the CBN 
introducing a naira re-design policy which its immediate impact is not likely to be palatable 
for a cash-based economy like ours, one would have thought that a lot of deep thinking and 
wide consultation ought to have been done before plunging the economy into a needless 
cash crisis which is bound to have serious consequences for an already stressed and fragile 
economy.
It is hoped that the governments of the SW Nigeria will have to quickly think through this 
period and get the local economy, moving again.
Finally, we at the Commission will continue to provide evidence based data and analysis in 
order to support our governments and ensure that a fit-for-purpose economy where the 
man on the street can easily feel the positive impact; is what is on offer; that is when we can 
confidently say that economic growth is aligning with development 

SEYE OYELEYE (Dr.)
DG, DAWN Commission
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INTRODUCTION

The 2023 Southwest budget analysis presents the approved government 
expenditure and revenue projections for the six Southwest states including 
Ekiti, Lagos, Ogun, Ondo, Osun and Oyo. The budget analysis shows the 

direction of state governments in the region in terms of capital and recurrent expenditure 
as well as the priority areas that will stimulate the economic growth and development of 
the states in the region. Apart from the size, the composition of the budget also reflects the 
structure of recurrent revenue of the states which includes the internally generated revenue 
and FAAC allocation. Examining the plausible factors that may aid the implementation of 
these budgets vis-à-vis their performance within the context of the regional economy will 
have a long way in strengthening the region’s level of competitiveness in 2023. Such analysis 
would further inform strategic policy actions that could enhance effective implementation. 
For a robust analysis, we provided the global and domestic economic contexts for the 
budget presentation. This was to properly situate the performance expectations of the 
2023 budget relative to the economic realities both at the national and international levels. 
Specifically, the global economy is rippled with issues such as the Russia-Ukraine war and 
the effects of the post-pandemic era. These had driven fluctuations in global growth and 
disrupted global supply chains with ripple effects on global inflations and trade. An increased 
global migration towards the global north will continue in 2023 due to modifications in 
immigration laws to harness the benefits of globalization.  However, the growth of African 
economy  will be moderated by the instability in the Sahel sub-region, food insecurity 
and the 2023 general elections in countries like Nigeria, Sierra Leone, Zimbabwe and the 
Democratic Republic of Congo.
The Nigerian domestic economy in 2023 will be moderated by government fiscal policies 
(debt management, revenue generation, etc.) and monetary policies (inflation, naira 
redesign, Ways and Means and increased rates, etc). Other issues that will affect economic 
outcomes in 2023 include the coming presidential elections and population census, fuel 
crisis, and unemployment, among others. To mitigate the effects, it is recommended that 
states should create buffers to minimize the negative effects of the global and domestic 
shocks on the economy of Southwest Nigeria.  
The last part of the budget analysis presents the state-by-state budget analysis for 2023. 
This focuses on the structure of the recurrent revenue projections and the composition 
of the proposed government expenditure. This is expected to provide an overview of the 
state’s fiscal position and requisite policies to stimulate the region’s economy towards 
fiscal sustainability in 2023. This would further increase the level of budget performance 
and overall budget outcomes of the region.    
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Global and Domestic 
Economic Contexts
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The World Economic Outlook forecast 
shows that growth in the global economy 
is expected to decline from 3.2 per cent in 
2022 to about 2.7 per cent in 2023. In the 
same vein, global inflation is expected to 
slow down from 8.8 per cent in 2022 to 6.5 
per cent in 2023. Ostensibly, global inflation 
in recent times is said to be induced by 
high shipping costs which are linked to 
the disruptions caused by the Russian-
Ukrainian war1  . 

The global economic trajectory in 2023 
will be shaped by many issues which are 
both new and protracted. These issues 
will define global experiences and sectoral 
expectations in terms of energy costs, food 
security, global value chains, climate change 
concerns and humanitarian services. More 
importantly, these issues will moderate 
the achievement of the global sustainable 
development goals (SDGs) slated for 2030.
 
Specifically, the protracted conflict in Ukraine 
and the ripple effects of the pandemic will 
continue to have its impact on the global 
economy in 2023. The continued supply 
disruptions due to these incidents have 
increased global susceptibility to insecurity 
and food scarcity. The world’s vulnerability 
to food insecurity is visible in the breakdown 
of critical food security indices such as 
availability, accessibility and affordability. 

Despite the expected decline in global 
inflation in 2023, food inflation is likely to 
persist due to the Russia-Ukrainian conflict 

and climate change issues. This will have 
adverse effects on global food production 
as it increases susceptibility to food scarcity 
across the globe. The dynamics of the war 
also have an effect on global energy prices 
due to global supply chain distortions and 
distribution networks. This affected global 
energy supply quotas across the OPEC 
member states and other stakeholders. 

From the business and investment 
perspectives, the realities of the post-
pandemic era have induced labour market 
dynamics. These dynamics induced labour 
supply flexibility, organizational efficiency 
and employee level of productivity. A hybrid 
approach to labour supply is an alternative 
employment model that has the potential 
to reduce overhead costs and yield high 
investment returns.

Increased labour mobility is further 
expected in 2023. Countries are leveraging 
the concept of globalization to source talent 
globally to fill critical sectors of the domestic 
economy. Such countries are relaxing their 
immigration laws, thus making it flexible to 
encourage diversity in their labour force and 
access talent pools across the globe.
 
In addition, the effects of technology and 
innovations in artificial intelligence (AI) 
will be a game-changing approach to 
investment gains in 2023. Such disruptive 
innovations will become great tools that 
will simplify work and increase efficiency 
and individual performance. Microsoft’s 

Global Context
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$10billion investment in the Open AI 
Tech Company for further research and 
development of ChatGPT shows a plausible 
trajectory of this tool in 2023 and beyond2.
 
The African economy is expected to grow 
by 3.5% in 2023 as opposed to the 3.1% 
growth in 2022. African countries like 
Kenya, Ghana, Tanzania etc., are grappling 
with the effects of public debts, inflation 
and concessional agreements which are 
having its toll on their economies. There is a 
growing resource and economic interest in 
Africa by developed countries such as the 

USA, Britain, China, France, etc. There is a 
need for sub-Saharan African countries to 
be more deliberate in dealing with the world 
powers, especially as it relates to their 
economic interests.

Other issues that will shape the 
socioeconomic space of African countries 
in 2023 are general elections (Nigeria, Sierra 
Leone, Zimbabwe and Democratic Republic 
of Congo), food insecurity due to climate 
change and the instability in the Sahel which 
includes countries such as Mali, Burkina 
Faso and Niger.

1International Monetary Fund, 2023 

To mitigate the negative effects of global economic dynamics on Southwest Nigeria in 
2023, there is a need to create buffers that can edge the region against global economic 
shocks. Some of the best approaches to achieve this include:
• Strengthening the macroeconomic policy environment to withstand external   
 shocks to the domestic economy.
• Supporting the agricultural sector in the region to increase food production and   
 leverage the collective opportunity to increase the scale of production for food   
 security.
• Improving the investment policies to increase the size and portfolios of foreign   
 direct investment inflows into the country
• Adopting green policies to mitigate the effect of climate change on the region
• Increasing industrial activities and leveraging the digital economy to enhance  
 adoption of various technological innovations and adapt them to    
 our regional-specific needs. 
• Improving health preparedness of our health agencies for epidemics and    
 infectious disease control and for preventing and managing infections.
• Leveraging partnerships such as investors, international development    
 partners, donor agencies, civil societies, etc. to achieve sustainable     
 economic growth and development in the region.

Global Economic Dynamics and Southwest Nigeria in 2023.

2Wall Street Journal, January 2023 
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The Nigerian domestic economy is expected 
to be moderated by several issues in 
2023. This would determine the economic 
outcomes and affect the behaviours of 
economic variables and subsequently 
influence their overall performance. These 
issues range from government fiscal and 
monetary policies to security, general 
elections and food security among others.

Fiscal policy: In recent times, fiscal 
sustainability in Nigeria has been 
undermined as government revenue has 
dropped significantly relative to government 
expenditure. This is reflected in the approved 
2023 budget where expected government 
revenue is N8 trillion while expected 
expenditure is N21.5 trillion implying a 
budget deficit of N11.5 trillion. The trend 
of dwindling government revenue might 

continue if oil theft and non-remittance 
of NNPC persist  in 2023. Rising public 
debt and increased debt-to-GDP ratio will 
continue to offset the gains in economic 
growth in the country unless this trajectory 
is nipped.

Monetary Policy: There has been increasing 
cases of monetary policy rule in Nigeria due 
to the plethora of policies issued by the 
Central Bank of Nigeria (CBN). However, the 
execution approach of these policies by the 
Apex bank has continued to have serious 
negative effects on the conduct of economic 
activities in the country. The monetary policy 
managers should rather engage scientific 
approaches to policy implementation to 
improve the outcomes of such monetary 
policies and simultaneously enhance public 
perception of the Apex Bank.

Domestic Context

• The Naira redesign will have a significant effect on CBN’s cashless policy in 
2023 and the use of e-naira as more citizens will be compelled to utilize e-platforms for 
settlements as opposed to traditional cash transactions. The three-month timeline allowed 
for exchanging old notes for redesigned notes has generated a lot of inconveniences as 
citizens faced undue hardship due to the sub-optimal policy implementation approach of 
the CBN. Despite the extension of this time, the full implementation might be unrealistic 
unless other major issues raised with the current implementation strategy are addressed. 
Currency racketeering and the complicit involvement of commercial banks hindered the 
seamless distribution of the new currency notes. 

• Monetary Policy Rate (MPR). The increase in the MPR to 17.5% by the Monetary 
Policy Committee may not have any significant effect on inflation in 2023 as other issues 
such as insecurity, exchange rate, oil price volatility, low export etc., will offset the plausible 

Critical Monetary Policy Issues 
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effects of the increased MPR on the economy. Historically, only cash reserve ratio (CRR) 
and cash control (CC) have been the most significant monetary policy tools that have been 
able to stem inflation in Nigeria.

• Inflation. The rate of inflation will likely continue in Nigeria in 2023 due to election 
spending and food insecurity which has led to the rise of food inflation in the country. To 
stem the inflationary trend in 2023, especially food inflation, a combination of monetary 
policy tools will be required and this should be accompanied by other policy mixes.

• Ways and Means. The Ways and Means is the CBN’s advance to the Federal 
Government of Nigeria. Governments often resort to this deficit financing to avoid external 
borrowing. However, in the past eight years, the Ways and Means to the Nigerian government 
have increased significantly by more than 2000% to about 20 trillion naira. This trajectory 
might continue in 2023 as Ways and Means would be a critical deficit financing option for 
the 2023 Appropriation Bill.

Fuel Crises: The country has been 
witnessing an increase in the pump price of 
the PMS above the official price. Despite the 
Presidential Committee set up to look into 
this hike, this crisis has continued unabated 
with daunting hardship on citizens across 
the country. This has compounded the 
level of inflation in the country and calls to 
question critical stakeholders in that sector. 
The plausible explanation adduced to the 
hike in pump prices has been the anticipated 
removal of fuel subsidy in Nigeria later this 
year. However, the drivers of fuel pump price 
increase in the country should be unbundled. 
In a perfectly competitive market, the price 
increase is influenced by forces of demand 
and supply. But, the current fuel price rise 
has defied this trajectory because the 
energy market is a peculiar market with 
vested interests by several stakeholders.

General Elections: Governance is at the core 
of economic development. The outcome 

of the presidential elections in 2023 will 
determine the direction of government in 
the year. A new administration will no doubt 
take some policy actions which might affect 
the socioeconomic trajectory of the country. 
Decisions on the removal of fuel subsidies, 
restructuring, security, state policing, etc., 
will have an effect on macroeconomic 
performance. 

National Census: The Nigeria Population 
Commission has scheduled the 2023 
National Census to hold from March 29 
to April 2nd 2023. Apart from the limited 
time frame, conducting a national census 
in an election year may not yield the best 
outcome due to budgetary and human 
resource costs. 

Insecurity: Combating the level of insecurity 
in Nigeria will go a long way in enhancing the 
performance of macroeconomic variables 
in 2023. Already, insecurity had disrupted 
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agricultural activities which have affected 
food prices and the level of food security in 
the country. 

Education: An end to incessant strikes and 
disruptions of the academic calendar is 
important if the trend of mass migration 
also known as JAPA is to be reduced 
in 2023. This will require that Federal 
Government concludes negotiations with 
various unions in the education sector to 
avoid the consistent brain drain syndrome 
which has infected the Nigerian education 
sector. 

Health: A further investment in the health 
sector in the country is critical in 2023 
to strengthen the capacity to contain the 

spread of infectious diseases such as 
Diphtheria and achieve universal health 
coverage. 

Unemployment: The trajectory of 
unemployment in Nigeria might likely 
continue in 2023 as deliberate efforts are 
required to address the labour wastage 
in Nigeria with  the   unemployment 
rate currently at 33.3% while the  
underemployment rate is 28%. Proactive 
steps are required to stem the drivers of 
unemployment in the country and address 
the veracity of labour wastages in Nigeria. 
A holistic approach leveraged on a multi-
sectoral approach, technology-driven and 
country-specific orientation will yield better 
outcomes rather than quick-fix method. 

1International Monetary Fund, 2023  
   

To mitigate the effects of the dynamics in the domestic economy on the southwest region 
in 2023, State governments in the Southwest region should: 

• Position to benefit from federal government intervention programs from different   
 sectors.
• Become deliberate in increasing internally generated revenue to prevent    
 over-dependence on FAAC allocation.
• Social intervention programs to cushion the effect of harsh fiscal and monetary   
 policy outcomes on the citizens.
• Strengthening institutions and civil service reforms are important to deliver good   
 governance in the region. 
• Appropriate education reforms are important. Increasing visibility and research-  
 based learning.
• Increase export promotion in the region to drive foreign exchange earnings and   
 attract foreign direct investment into the region.

Domestic Economic Dynamics and Southwest Region in 2023
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Southwest Nigeria Budget 
Analysis
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Regional Aggregates
The total budget for the Southwest Region in 2023 is N3.058 trillion which is disaggregated 
into N1.661 trillion capital expenditure and N1.352 trillion recurrent expenditure (Figure 
1). An interesting inference from 2023 budgetary allocations across the six states in the 
Southwest Region is that Lagos state dominates with a budget size of N1.768 Trillion; 
depicting the position of Lagos state as the economic capital of the region and indeed, the 
country. Lagos alone accounts for about 57.81% of budgetary allocation in the Southwest 
Region while the remaining five states account for the remaining 42.18%. Ogun and Oyo 
states come far second and third with the budget size of N472 billion and N310 billion 
respectively. Ondo, Osun and Ekiti states come 4th, 5th and 6th with total budget allocations 
of N275 billion, N138 billion and N113 billion respectively.
Figure 1: Analysis of 2022 versus 2023 Budgets of Southwest States
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A review of the approved 2023 Budget for all Southwest states showed that there is 
a significant increase in states’ appropriation bill in 2023 compared to the budgetary 
allocations in 2022 except for Lagos state with about 0.5 per cent increment (Figure 2). For 
instance, Oyo state’s 2023 Budget increased by 5.34 per cent relative to 2022 budget while 
Osun state’s budget witnessed about 6.60%. Also, Ondo and Ogun states’ budgets both 
witnessed about 38.54% and 34.65%  increase respectively relative to the 2022 budget. For 
Ekiti state, the 2023 budget was about 12.60 higher than the N100.8billion budget of 2022.
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Figure 2: Percentile Difference of 2022-23 Budget for Southwest Region

Data: State Ministries of Budget and Economic Planning | Chart: DAWN Research
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The review of the state-by-state budget based on the capital and recurrent expenditure 
dichotomy reveals the spread of the 2023 budgets in these states. As shown, recurrent 
expenses made up the majority of the estimated total spending in the 2023 Ekiti state  
budget, accounting for N79.51 billion, or 70% of the overall budget, and capital expenditures, 
at N34.06 billion, or 30% of the overall budget (See Figure 3 and 4).
Lagos state's 2023 budgeted recurrent expenditure stood at N748.096 billion representing 
26.52% increment from the 2022 recurrent expenditure of N591.280 billion. While the capital 
expenditure estimate stood at N1.019 trillion, a -12.62% decrease from the 2022 N1.66 
trillion capex allocation. The Ondo state's 2023 budget allocation for recurrent expenditures 
was N129 billion, which is an increase of 14.58% over the N113 billion in 2022. While the 
2022 capital expenditure allocation of N85 billion naira increased by 70% to about N146 
billion for 2023.

Figure 3: Capital and Recurrent Expenditure Mix for Southwest Region in 2023
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Ogun state's 2023 budgeted recurrent expenditure is N202 billion, which is an increase of 
32.29% from the 2022 allocation of N153 billion. On the other hand, capital expenditure is 
N269 billion in 2023 as opposed to  a 36.47% rise (197 billion) in 2022.
The Osun state budgeted recurrent expenditure in 2023 was N99 billion, an increase of 
84.06% above the recurrent expenditure of N53 billion in 2022. In comparison to the N75 
billion allocated for 2022, the capital expenditure for 2023 is N39 billion, a decrease of a 
whopping -48.51%.
The Oyo state 2023 budget estimate for recurrent expenditures was N155 billion, an 
increase of 11.20% over the N140 billion in 2022. While the 2022 capex allocation of N155 
billion naira was decreased by -0.16 bringing the capex estimate for 2023 to N146 billion.

Figure 4: Capital and Recurrent Expenditure Percentile Difference

Data: State Ministries of Budget and Economic Planning | Chart: DAWN Research

Comparative Analysis

To showcase the Southwest region’s 
level of competitiveness, Figure 5 shows 
a comparative analysis of the budgetary 
allocations across the six geo-political 
zones in Nigeria. In terms of size, South 
West zone has the highest budgetary 
allocation in 2023 of about N3.058 trillion. 
This is followed by South-South and North 
West with the budget size of 2.536 trillion 
and 1.637 trillion respectively. The 2023 

budgetary allocation of North Central, North 
East and South East was not essentially 
different in size with N1.082 trillion, N1.127 
trillion and N1.127 trillion respectively. 
The high Southwest budget has induced 
a high rate of economic activities in the 
Region and this also serves as one of the 
factors driving the high influx of people 
from other states into the Region to seek 
greener economic pastures. However, to 
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fully harness this competitive advantage, 
the Southwest Region of Nigeria must 
be deliberate in attracting the right set of 
capital into the region. To achieve this efforts 
should be made to extend the development 
experiences of Lagos state to other states 
in the region so that there can be critical 
improvement in the level of investment and 
economic development in these states. 

Also, the critical infrastructural deficits 
in the Region should be addressed to 
attract investors to the Region. In addition, 
vulnerability to security should be addressed 
by strengthening the regional security 
network and increasing collaborations with 
conventional security outfits for increased 
safety in the southwest region.

Figure 5: Geo-Political 2023 Budget Analysis

Data: State Ministries of Budget and Economic Planning | Chart: DAWN Research
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PART 3
State by State Budget 
Analysis
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EKITI STATE

Ekiti state has a GDP of $2.8 billion (about N1.21 trillion) and  is ranked the 6th in the Region 
and 33rd in the country. Despite this size, there are tremendous avenues to boost the 
economy of Ekiti state especially if the existing agricultural and mineral resource potentials 
of the state are harnessed. Good governance will facilitate the improvement of the state’s 
economy by leveraging on the state-specific potentials.

The approved budget for Ekiti state in 
2023 is about N113.56 billion. This budget 
size is 13.65% lower than the 2019 budget 
but about 11.19% high than the 2022 
budget. In terms of composition, recurrent 
expenditure exceeds capital expenditure 
(Figure 6). Ekiti state allocated N34.062 
billion for capital expenditure in 2023 
while recurrent expenditure’s allocation is 
N79.51 billion. The 2023 budget is mainly 
focused on agriculture, education, health 
and infrastructure (Figure 7). The allocation 
for health is about 3.3% (3.75 billion) while 

infrastructure has the highest allocation of 
37.9% (43.01 billion). 
Sectorally, the Ekiti state government in 
2020 allocated 8.5% of its budget to the 
health sector while in 2021, the health sector 
allocation dropped to 8% but increased 
to 14% in 2022. For the 3years, the state 
government under-budgetted for the Health 
sector based whose 20% benchmark for 
Health Budget allocation. 

Budget Analysis
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Figure 6: Trend of Ekiti State Budget from 2019-23
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The Education sector received 23% budgetary allocation in 2020 while in 2021, the sector 
got 21% of the budget. In 2022, budgetary allocation to education dropped to 20%. Thus, 
Ekiti state government allocation to Education has continued to meet the UNESCO 15-20 
per cent budget benchmark. 
The Agriculture sector received 5.6% of the total budget estimate in 2020 but in 2021 and 
2022, the budget allocation for the sector stood at 8% and 2% respectively. The budgetary 
allocation to the agricultural sector fell below the Malabo declaration which recommends a 
10% budgetary allocation to the Agriculture sector.

Figure 7: Sectoral Analysis of Ekiti State Budget in 2023

Data: State Ministries of Budget and Economic Planning | Chart: DAWN Research
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In terms of revenue, the 2023 budget 
shows that Ekiti state’s recurrent revenue 
projection comprised of internally generated 
revenue (IGR) and FAAC allocation. In terms 
of structure, Q3 2022 budget report showed 
that IGR for Ekiti state accounts for less 
than 15% of the state’s total revenue. In the 
same period, only 64% of the state’s IGR 
projection was achieved. Ekiti state ranks 

31st and 26th position out of 36 states in 
terms of IGR generation in the country. 
This position was similar in 2022 as FAAC 
allocation still accounted for more than 70% 
of the state’s revenue while IGR contributed 
to less than 30% This revenue trajectory 
must be improved in 2023 to increase the 
level of development in the state and hence 
the state of economic competitiveness.

2023 Revenue Projections
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LAGOS STATE

Lagos state has a GDP of $136.6 billion and GDP per capita is estimated as $3743.90 
and a leading economy in Nigeria and Africa³ . With a population of about 22 million, the 
state has an estimated 10% GDP growth rate while the GDP is expected to grow to $355 
billion by 2025. Such GDP growth is driven by trade and commerce, industrial activities, 
Port activities etc. To accelerate the achievement of these projections and consolidate the 
growth trajectory, there is a need to harness the potentials of the growth figures in a way 
that translates into real living standards. 

Lagos state approved N1.768 Trillion budget 
for 2023 which is composed of N1.019 
Trillion capital expenditure and N748.096 
billion recurrent expenditure. Lagos state is 
one of the three states in the Region whose 
capital expenditure exceeds recurrent 
expenditure (Figure 8). Compared to 
previous years, the size of the 2023 budget 
is 0.56% higher than the 2022 budget and 
34.19% higher than the total budget in 2021. 

This shows an overall increase of 50.62% 
over the 5years period (2019-2023). Critical 
sectors in this budget include General 
Public Service, Economic Affairs, Education, 
Health and Environment. Of all, the General 
Public service has received a total of 354.67 
billion which is 20.06% of the budget while 
environment receives the least of 3.87% 
which is a total of 68.42 billion (Figure 9).

Budget Analysis
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Figure 8: Trend analysis of Lagos State Budget
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In terms of sectors, the average budgetary 
allocation to the health sector in Lagos 
state is  8.9% from 2019-2023. In 2019, the 
state allocated 9.87%  of the total budget to 
health but this decreased in 2020 and 2021 
to 9.57% and 9.11% respectively. In 2023 
Lagos state allocates 7.24% of its budget 
(i.e. N128.2 billion) to the health sector 
which is below the 15% benchmark4. This 
shows a continuous decline in the state 
allocation to the health sector.
For the agricultural sector, Lagos state 
allocated 0.6%, 0.4% and 1.6% of the state’s 
budget to agriculture in 2019, 2020 and 
2021 respectively. In 2022, about 1.3% 
was budgeted to this sector. On average, 

Lagos state allocates about 0.96 % to 
agriculture. This perhaps could be due to its 
metropolitan nature and hub of economic 
activities for the region. 
In 2019, a total of 10.45% of the state’s 
budget was allocated to the education 
sector and this rose slightly to 11% in 2020 
and to about 12. 6%  in 2021. In 2022, the 
sector’s allocation fell to 9%  of the budget 
size which is below the UNESCO benchmark 
of 15-20 per cent budgetary allocation to 
the sector. To change this trend, there is a 
need to increase budgetary allocation to 
this state to meet global standards.

Data: State Ministries of Budget and Economic Planning | Chart: DAWN Research

4According to the meeting of the African Union which held in Abuja in 2001, a declaration on the Health budgetary allo-
cation was 15% benchmark.
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Figure 9: Sectoral Analysis of Lagos State Budget
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Lagos state’s 2023 budget shows that 
revenue projection for the year comprised 
internally generated revenue (IGR), FAAC 
allocation, and capital receipts. In terms of 
structure, Lagos state IGR has been more 
than 73% of the state’s recurrent revenue 
while FAAC accounts for the remaining 
26%. Comparatively, Lagos state’s IGR has 
continued to take the first position amongst 

the 36 states of the country in 2020 and 2021. 
As of Q2 2022, Lagos state’s IGR exceeded 
FAAC allocation to the state by more than 
300%. This position has continued to make 
Lagos state a prime state in Nigeria. This 
trajectory should continue in 2023 to further 
increase the level of competitiveness of the 
state in the region, Nigeria and Africa large.

2023 Revenue Projections
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OGUN STATE

Ogun State Gross Domestic Product (GDP) stands at $12.1 billion (2018). The GDP size 
shows that it ranks second to Lagos among the six Southwest states. Ogun state occupies 
a strategic position both as an industrial belt and gateway to Lagos state and the other 
states in the Region. Its competitiveness depends on agriculture and natural resource 
endowments. The concentration of industrial clusters emerged due to the desires of many 
companies to harness the economic benefits of proximity to market and raw materials 
potentials. The spillover effects of this proximity windfall further accelerated the spate 
of development which improved economic activities as the state provides workers with 
alternatives to living in Lagos state.

Budget Analysis
The 2023 Ogun state budget size stood 
at an estimated of N472.2 billion, which 
is 34.65 per cent from the 2022 budget of 
N350.73 billion (Figure 10). The budget has 
a recurrent expenditure of N202.6 billion, 
while N269.6 billion was allocated to capital 
expenditure. 
There is a 15.29% increase in the 2023 
budget as against the 2019 budget but 
a 25.73% increase compared to the 
2022 budget. Critical components of the  

2023 budget include  Personnel, Social 
contribution, Public debt, and overhead. 
The social contribution has N21.12 billion 
which is a 16.83% allocation of the budget 
while Personnel is N79.5 billion which is 
a 4.47% allocation of the budget. Ogun 
State allocated 18% of its 2020, 23% of its 
2021, and 22% of its 2022 budget to the 
infrastructure sector. Over the past three 
years, the sector has received the lion’s 
share of the state’s overall budget.
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Figure 10: Trend analysis of Ogun State Budget

Data: State Ministries of Budget and Economic Planning | Chart: DAWN Research
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For the education sector, 17% of 2020’s budgetary allocation was to the education sector 
while 15.06% and 16% was budgeted to the sector in 2021 and 2022 respectively. The state 
has continually met the  the UNESCO budget criterion of 15-20% for the education sector 
(Figure 11).
In 2020 and 2021, respectively, the Ogun State Government allocated 10.18% and 19.55% of 
its budget to the health sector. In 2022, the allocation to the health sector dropped to 10%. 
The state’s budgets didn’t meet the 15% budget allocation recommended for the health 
sector. Also, the agricultural sector received 5% and 3.8% budgetary allocations in 2021 and 
2022 respectively which is below the 10% Malabo declaration for the sector.

Figure 11: Sectoral Analysis of Ogun State Budget

Data: State Ministries of Budget and Economic Planning | Chart: DAWN Research
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The structure of recurrent revenue for Ogun 
state in the 2023 budget includes Internally 
Generated Revenue (IGR) and FAAC. As of 
Q1 2022, Ogun state IGR’s performance 
was 150% of FAAC allocation showing that 
the state is one of the three states in the 
region whose IGR exceeds FAAC allocation. 
IGR accounted for about 50% of the state’s 
revenue in Q1 2022. Comparatively, Ogun 
state’s IGR ranks 5th and 4th positions out 

of the 36 states of the federation in 2020 
and 2021 respectively. In 2022, the state’s 
IGR was 56.43% of the total recurrent 
revenue while FAAC allocation was 43.57%. 
To maintain this position in 2023, Ogun 
state must continue to take innovative steps 
towards optimizing the revenue potentials 
of the state in order to improve the level 
of economic growth and development this 
year.

2023 Revenue Projections
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ONDO STATE

Ondo State’s Gross Domestic Product (GDP) which is 8.41 billion dollars ranks as 4th in 
the region and 13th position in the country. The state’s population of 5,267,322 (Est. by 
Ondo state Bureau of Statistics, 2021) is ranked 20th out of the 36 states in Nigeria, and 
3rd position among the Southwest states. 90% of Ondo state’s GDP is generated by two 
important sectors; Agriculture and Oil & gas, making the state’s economy ranked 13th 
position in the country.  According to Ondo Investment Guide, the 75km coast line is one of 
the longest in Nigeria while 65% of the labour force are engaged in agriculture cultivating 
about 80% of the arable land in the state.

The Ondo states N275.97 billion budget 
for 2023 represents a 38% increase from 
the N199 billion budget in the 2022 budget 
(Figure 12). The state’s 2023 budget is 
focused on improving the socioeconomic 
affairs of the state. As shown, the economic 
and social sectors account for the largest 
chunk of the budget, with a percentage 
allocation of 56.22 per cent and 22.35 per 
cent respectively.

In terms of sectors, Ondo state allocated 
12.5 of its budget to the health sector  in 
2020 and about 11% in 2021 (Figure 13). 
However, budgetary allocation to the health 
sector declined to 9.14% in 2022. This 
implies that Ondo state underbudgets for 
the Health sector since the sector’s budget 
fell below the 20% recommended for Health 
Budget allocation. 

Budget Analysis
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Table 12: Trend analysis of Ondo State Budget

Figure 13: Sectoral Analysis of Ondo State Budget

Data: State Ministries of Budget and Economic Planning | Chart: DAWN Research
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For the Education sector,  18.31% was allocated in 2020 while 21% was allocated in 2021. In 
2022, the sector allocation for education fell to 17.43%. This trend is also witnessed in the 
Agriculture sector given the 4.7% allocation in 2020. In 2021 and 2022, the budget allocation 
to the education sector was 5% and 5.81% respectively. The trend of budgetary allocation 
to the agricultural sector shows that the state has not met the 10% Malabo declaration 
recommended for the sector.
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The 2023 budget shows that Ondo state’s 
recurrent expenditure includes internally 
generated revenue and FAAC allocation. As 
of Q2 2022, the budget report shows that 
Ondo state’s IGR accounts for about 27% of 
the total revenue while FAAC accounts for a 
greater percentage. Also, the report further 
showed that 36% of the IGR projections 
were met as of Q2 2022. Comparatively, 
Ondo state ranked 11th and 10th positions 

in 2020 and 2021 respectively. This 
recurrent revenue structure explains was 
not different for 2021 where IGR was 
36.35% of the state’s total revenue while 
gross FAAC accounted for 64.66%.  To meet 
the recurrent revenue projections for Ondo 
state in 2023, there is a need for the state to 
harness the revenue potentials innovatively 
to improve the state’s IGR and avoid the 
over-dependence on FAAC allocation.

2023 Revenue Projections
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OSUN STATE

With a GDP figure of about $7.3 billion, Osun state ranks as the 14th largest economy in 
Nigeria and the 5th largest economy amongst the six Southwest states. Osun state also 
ranks fifth in Southwest Region in terms of the GDP per Capita of $1500 (approx.) which is 
below the national figure of $2400. To change the economic narrative in the state, there is 
a need to accelerate development by encouraging increased economic activities that are 
leveraged on improved productivity. Also, the structure of Osun state’s economy should be 
understood in order to adopt appropriate fiscal options. Based on the GDP disaggregation, 
Osun state’s economy is mainly driven by agriculture and tourism. As a civil service state, 
commercial and industrial activities revolve around the state’s capital and major cities in 
the state. Other sectors that have potentials to increase the GDP of the state are mineral 
resources, industry, infrastructure, etc.

Budget Analysis
Osun state's 2023 budget N138.26billion is 6.6% higher than the 2022 budget of N129.7 
billion (Figure 14). In terms of composition, recurrent expenditure was N99.2 billion which 
is 84 per cent higher than the 53.8 billion figure allocated in 2022. Capital expenditure was 
N39 billion representing a 40% decrease from the 2022 allocation for capital expenditure.
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Table 14: Trend analysis of Osun State Budget
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Considering allocation to critical sectors, Osun state allocated 2.4% of the budget to the 
agriculture sector in 2019 while 3.8% and 3.5% respectively were allocated to the sector 
in 2020 and 2021 respectively (Figure 15). In 2022, 5.4% was allocated to the agric sector 
and 3.79% in 2023 which is below the 10% Malabo declaration recommended for the 
sector. Similarly, the average budgetary allocation to the education sector is 16% in 2023. 
Previously, the state allocated 15.5% and 10% respectively to education in 2019 and 2020 
respectively. In 2021 and 2022, Osun government allocated 17.3% and 20% respectively 
showing a moderate compliance with the UNESCO benchmark of 15 to 20 per cent budget 
for education.

Figure 15: Sectoral Analysis of Osun State Budget in 2023

Data: State Ministries of Budget and Economic Planning | Chart: DAWN Research



DAWN Commission | Managers of Western Nigeria Integration Agenda

Southwest Budget Analysis

34

2023
Re-positioning Southwest 
Nigeria for Competitiveness

The structure of the recurrent revenue for 
Osun state shows that the 2023 budget 
includes the Internally Generated Revenue 
(IGR) and FAAC.  As of at Q3 2022, Osun 
state’s IGR was about 35% of the state’s 
total revenue while, for the same period, IGR 
performance was 50.4%. Comparatively, 
Osun state’s IGR ranks 13th and 20th 
positions out of the 36 states of the 
federation in 2020 and 2021 respectively. 

Specifically, Ondo state’s IGR was about 
28.77% in 2021 while gross FAAC allocation 
was about 54.10% respectively. Also, for the 
state, capital expenditure has fallen below 
the recurrent expenditure. For Ondo state 
to maximize the revenue potential in the 
state, there is a need for deliberate policies 
to innovatively improve revenue generation 
in the state in 2023.

2023 Revenue Projections
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Oyo State’s Gross Domestic Product (GDP) ranks 2nd in the Region and 8th position in  
Nigeria according to the National Bureau of Statistics. The Aggregate GDP of the state 
expanded from N2.50 trillion in 2017 to about N2.75 trillion and N2.87 trillion in 2019 and 
2020 respectively5 . When disaggregated, the state’s GDP is driven by the agricultural sector 
as it contributes about 75% relative to the manufacturing sector and mining & quarrying. In 
terms of the agricultural sub-sector, cash crop production contributes about 85% of agric 
GDP of the state in 20226 .

OYO STATE

Oyo state's total budget for 2023 stands at 
N310.42billion which is 5% higher than 2022 
budget of N294.7 billion (Figure 16). In terms 
of composition, Oyo state capital expenditure 
was N154 billion and recurrent expenditure 
was N155 billion. Comparatively, the average 
budget allocation for construction and 
infrastructure is 25.9% between 2019-2023. 
Also, the works and infrastructure sector is 

one of the most prioritized sectors in Oyo 
state as Infrastructure got 17.27% of the 
State’s budget in 2021, 32.8% in 2022, and 
27.6% of the budget in 2023 respectively. 
This reflects the structure of the state’s 
budget which prioritize capital expenditure 
above recurrent expenditure.

Budget Analysis
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Figure 16: Sectoral Analysis of Oyo State Budget

Data: State Ministries of Budget and Economic Planning | Chart: DAWN Research

Sectorally,  about 21% allocation was made to the education sector in 2021 while 18.3% was 
allotted in 2022 (Figure 17). However, 18.9% of the total budget was set aside for education 
in 2023. Thus, the state government’s funding to education has consistently been within 
the UNESCO budget benchmark of 15-20 per cent for the three years under examination.
For the health sector, Oyo state allocated about 4.9% in 2021, 5.9% in 2022 and 11.73% 
was allocated to the sector in 2023. There is still a need for increased funding to the health 
sector in the state to meet the 20% recommended as global standard. For agriculture, 3.6% 
was allocated to the agriculture sector in 2021, 3.8% in 2022 and 3.6% in 2023 respectively. 
This allocation has not met the 10% Malabo declaration recommended for agriculture.

 

5National Bureau of Statistics (2022)
⁶NBS (2020) identified four major subsectors of agriculture in Oyo state include crop production, 
Livestock, forestry and fishing respectively.
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Figure 17: Sectoral Analysis of Oyo State Budget

Data: State Ministries of Budget and Economic Planning | Chart: DAWN Research

The structure of the recurrent revenue for 
Oyo state shows that 2023 budget revenue 
projections include Internally Generated 
Revenue (IGR) and FAAC. In terms of 
structure, Q3 2022 budget report shows 
that IGR accounted for about 28% while 
FAAC allocation accounted for about 70% 
of the state’s total revenue. Comparatively, 
Oyo state ranked 6th position amongst the 
36 states of the federation in terms of IGR in 
2020 and 2021 respectively. The recurrent 
revenue structure of Oyo state showed that 

in 2021, IGR was 39.65% of the state’s total 
revenue while FAAC allocation was about 
60.38%. Although there was an increase in 
Oyo state’s IGR in 2022, FAAC allocation 
still maintained the greater percentage of 
Oyo state’s recurrent revenue.  For a better 
revenue performance in 2023, Oyo state 
should prioritize revenue generation by 
harnessing innovative ways of increasing 
the IGR without having a negative impact on 
the level of economic activities in the state.

2023 Revenue Projections
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