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Abstract 

The outbreak of 2019 novel Coronavirus diseases (COVID-

19) have led to a global economic melt down. This has 

affected the crude oil earning of Nigeria. The international 

oil price have crashed from about $70 in January 2020 to 

less than $12 in April 2020. In this qualitative paper, seven 

recommendations, which could assist the nation in meeting 

up its budget obligations in the short term are 

recommended. 

 

 

Introduction 

Coronavirus disease 2019 (COVID-19) is an illness attributed to a novel Coronavirus 

now called Severe Acute Respiratory Syndrome Coronavirus 2 (SARS-CoV-2)..  It 

was first reported to the World Health Organization (WHO) on December 31, 2019. 

On March 11, 2020, the WHO declared COVID-19 a global pandemic (NCPERE 

2020, Cennimo 2020, Ng et al. 2020).  

Other than the health hazards and fatalities of the COVID-19 pandemic, the associated 

economic uncertainties, and meltdown that have led to a massive cost to the economies 

of various countries around the world. The United Nations Trade and Development 

Agency (UNCTAD) estimate the cost of the coronavirus outbreak to be about US$2 

trillion in 2020. To quote them (UNCTAD, 2020): 

“A preliminary downside scenario sees a $2 trillion shortfall in global income with a 

$US220 billion hit to developing countries (excluding China). The most badly affected 
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economies in this scenario will be oil-exporting countries, but also other commodity 

exporters, which stand to lose more than one percentage point of growth, as well as 

those with strong trade linkages to the initially shocked economies. 

Growth deceleration between 0.7% and 0.9% are likely to occur in countries such as 

Canada, Mexico and the Central American region, in the America; countries deeply 

inserted in the global value chains of East and South Asia, and countries in the 

immediacy of the European Union” 

Financial bodies around the world are of the opinion that the economic impacts might 

be of short-term nature but sharp in dept. When compared to COVID-19, the 2007 

global financial crisis may be considered as minor and manageable. The negative 

consequential effects of COVID-19 had spread worldwide, affecting various aspects 

human activities. These effects may last through the second half of 2020. Figure 1 

shows the predicted decline in the GDP growth rate of the world economy. 

 

 
Figure 1: Global GDP growth, 1995-2020. Sourced from (UNCTAD, 2020) 

In in the meantime, we noticed a slowdown of the global economy and lockdown in 

many countries in Asia, Eurozone, American, and African. Owing to this, COVID-19 

has resulted in global oil quantity demand shock (Akanni & Gabriel, 2020).  

The effect of the low oil prices on the financial accruals to Nigeria can be seen from 

the Federation account allocation committee report shown in Figure 2. A downward 

trend can be seen from August 2019 with the exception of March 2020. The allocation 

for March was higher than preceding months for two reasons: (1) Exchange was 
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increased from N306 to 1 US$ to N360 to 1 US$, which corresponded to about 17.6% 

increase. (2) Increase of Value Added Tax from 5% to 7.5%. 

 
Figure 2: FAAC allocations from May 2019-March 2020 

 

The Nigerian federal budget for the 2020 fiscal year was prepared with significant 

revenue expectations but with contestable realizations. The sign appropriation act 

(2020 budget) had projected revenue inflow of at N8.24 Trillion, an increase of about 

20% from the preceding year figure. The revenue assumptions were premised on 

increased oil demand and stable market with oil price benchmark at $57 per barrel and 

2.18 Million Barrels Per Day oil output respectively (Akanni & Gabriel, 2020). The 

framework for the 2020 budget is as shown in Figure 3. But, these assumptions have 

been shattered by the drastic fall in crude oil prices.  The framework makes reference 

to so called “other revenue sources”. Historically, the targets of these other revenue 

sources as are not usually met as may be seen in Table 1.  This further puts a strain on 

the budget. Hence, the need for prudence and deep thinking in funding the budget 

cannot be over emphasized. 
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Table 1: Historical performance of “other revenue sources. (Sourced from 

yourbudgit.com) 

 
 Figure 3: Nigeria’s 2020 Budget framework 

(Sourced from yourbudgit.com) 

These challenges have necessitated a downward 

review of the 2020 national budget. The Minister 

of Finance, Budget and National Planning, Mrs 

Zainab Ahmed, recently told State House media 

correspondents that the Federal Government had 

approved the reduction of the budget from N10.5 

trillion to N9.09 trillion (Tribune Newspaper, 27 

March, 2020). The reviewed revenue 

assumptions were hinged on an oil price 

benchmark at $30 per barrel and an oil 

production output at 1.7 Million Barrels Per Day.  

However, the current realities after that proposed 

review shows clearly that those assumptions may need further review. As of the 20th 

of April, 2020 Crude oil price was less that $15 per barrel as may be seen from Figure 

4. In addition, the Organization of the Petroleum Exporting Countries and some other 

countries like United State of America, Canada and Russia (OPEC+) have reduced the 

allocated output of Nigeria to around 1.4 - 1.6 million barrels (Udo, 2020). 

This cut in crude oil production has in the interim failed to save the downward slide 

of oil price on which accounts for a large portion of Nigeria’s Gross Domestic Product. 

(GDP). There are gross under-demand for petroleum product around the world owing 

to COVID-19 induced lockdown. Several factories, aircraft fleets, vehicles, etc. are 

idle. This has resulted in a total of up to 60 Nigerian crude oil cargoes  not been sold 

despite the reduction of the official selling prices by the Nigerian National Petroleum 

Corporation (Economy Confidential, 2020).  
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Figure 4: Crude oil price trend from January - April 2020. 

Therefore, it could be concluded that the Nigerian economy is in a dire strait if drastic 

changes are not made. The International Monetary Fund (IMF)’s have predicted that 

Nigeria’s economy will shrink by 3.4 percent this year and the nation of 200 million 

people could face a recession lasting until 2021. Kristalina Georgieva, Managing 

Director of the IMF further pointed out: 

“Nigeria’s economy is being threatened by the twin shocks of the COVID-19 

pandemic and the associated sharp fall in international oil prices” (Olurounbi, 2020). 

In the remaining section of this qualitative paper, opinions as to what can be done in 

this emergency economic situation are recommended. These are outlined in the next. 

 

RECOMMENDATIONS 

In ou view, this is the most opportune time for Nigeria to wean itself of oil money, 

which accounts for about 90% of annual budget. The call for diversification of the 

economy have been made by several authors. Anyaehie and Areji (2015) observes that 

Nigeria’s over dependence on crude oil exposes the nation to both economic and socio-

political instability because the economy does not  accommodate wide spectrum of 

people and sustain the basic needs of the populace. Nigeria should pragmatically 

address the challenges of poor industrialisation to diversify her economy. Suberu et al. 

(2015) accurately noted that there are lots of benefits that could spring up from more 

diversified economies, these benefit includes, less exposure to external shocks, an 

increase in trade, higher productivity of capital and labor, and better regional economic 

integration. These benefits, in addition to effective public management, can effectively 

help reduce poverty and promote human and social development Agriculture is one of 
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the major sector of the economy that provide unrivalled opportunities for Nigeria’s 

accelerated growth as it links with virtually all the sectors of the economy with proven 

multiplying effect on the economy. Agriculture remains the most strategic and 

competitive way to secure her rapid industrialization and future as it creates 

employment more than any other sector of the economy, earns foreign exchange, 

provides food and food security, provides raw materials for our plants and industries. 

Kemi (2016) shows that there exists a positive relationship between economic growth 

in Nigeria and diversification into the agricultural sector. The author further attempted 

to find out how diversification of the economy will enhance stable and viable 

economic growth in Nigeria. 

The effect of the nations effort at diversification is yet to be fully seen in the Nigeria 

Budget. With the sudden negative economic impact of COVID-19 some immediate 

action will need to be taken. These are as follows. 

Recommendation one: There is a need to redesign the constitution to favour a lesser 

cabinet. For example three ministers per region. This will involve consolidation of 

ministries and is capable of saving huge resources for the nation. It could also result 

in elimination of duplicated functions.  

Recommendation Two: Drastically cut the emolument (salaries and allowances) of 

political electees & appointees. Any politician whose salary and allowances exceeds 

two million naira per month should get a 50% cut. And those below a 25% cut.  The 

emoluments of Permanent secretaries should be reduced by 20-30%. No other public 

worker should earn above a net of N450,000.00K per month.This will reduce income 

inequality gap and the burden of COVID-19 induced economic meltdown will be 

moved from the income earner at the lower wrung of the ladder.  

The lack of transparency in the emoluments of political electees and appointees 

prevents putting a figure and the potential savings from the above recommendations 

Recommendation Three: There is a need to identify and sell of some stake of some 

national assets. Examples include the Nigerian Liquified Natural Gas, Africa Finance 

Corporation (AFC), National theatre, Nigeria National Petroleum Corporation, 

presidential jet fleets, etc. A review of some of this according to Udoh (2016) is 

presented next. 

NNPC 

The Nigerian National Petroleum Corporation (NNPC) is the state-owned national oil 

company with business interests in the upstream and downstream sectors of the oil and 

gas industry. 

The upstream industry operates seven joint venture it operates seven partnerships, with 

Shell (55:45 per cent) and 60:40 per cent with Mobil, Chevron, Total, Agip, Elf and 

Panocean. In addition, it has at least 11 subsidiaries, with strategic business interests 



 

Page 235                                                               JMSE Vol. 20 (7) 2020 ISSN – 2370-9878 

 
 
 

ranging from exploration and production, gas development, refining, distribution, 

petrochemicals, engineering, and commercial investments.A small portion of its 

upstream stake could be sold off  and a large stake of its subsidiaries. 

NLNG 

The NLNG is limited liability company which was incorporated on May 17, 1989, to 

exploit Nigeria’s huge natural gas resources and produce liquefied natural gas and 

natural gas liquids for domestic use and export. The six facility currently has 6 trains 

and possess the capacity to produce 22 million tonnes per annum (MTPA) of liquefied 

natural gas (LNG), and 5 MPTA of natural gas liquids (NGLs) from 3.5 billion 

standard cubic feet per day (BCF/D) of natural gas feed stock. The ownership structure 

of NLNG is as showned in figure 6.  

 
Figure 6: Shares of the owners of NLNG 

 

The NLNG-Six project consists of Train 6. Additional condensate processing and 

additional LPG storage and Jetty facilities making up Train 7 is currently being 

constructed. On completion, the total production capacity of the plant would incease 

to 30 MTPA of LNG. Its subsidiaries include Bonny Gas Transport (BGT) Limited 

and the NLNG Ship Management Limited (NSML). 

The NLNG is a high value asset. A huge amount of liquidity could be obtain if between 

5-10% of Nigeria’s stake is sold off. 

Africa Finance Corporation (AFC) 

AFC is an international organization of African financial institutions to promote 

synergy between African banks. It was established by treaty between sovereign states, 

NNPC
49%

Shell
26%

Total LNG
15%

Eni
10%
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with Nigeria as one of the major shareholders through the Central Bank of Nigeria 

(42.5 per cent) from a total 47.7 per cent stake by African financial institutions. 

The corporation has substantial private sector participation, with several industrial and 

corporate shareholders including United Bank for Africa Plc (10.7 per cent,) Access 

Bank Plc (10.2 per cent), First Bank of Nigeria Limited (9.2 per cent), Wempco Group 

(9.2 per cent), Zenith Bank Plc (4.6 per cent), Union Bank of Nigeria Plc (4.6 per cent), 

Ecobank Nigeria Limited (4.6 per cent) and others 4.4 per cent. Total capital of the 

bank is put at $1.38 billion. 

Recommendation Four: Prune non-essential line items from the budget. Take for 

example the budget for newspaper as catalogued by Kuranga (2019) in 48 MDAs is 

N524.5 million and that of magazines is N482 million.    

The federal ministry of labour and employment proposed to spend the the sum of 

N2.72 billion on anniversaries and celebrations in 2019. While the Federal Ministry 

of Labour HQ will spend N2.5 billion on celebrations, the Geneva labour desk office, 

National productivity centre and Micheal Imodu Institute of Labour will share the 

remaining N220 million on annual celebrations. The MDAs intends to spend a total 

sum of N24.73 billion on both local and international travel and transport (excluding 

travelling for training purposes) in 2020. This comprises of local travel and transport 

at N16.34 billion and international travel and transport at N8.39 billion. It is also 

worthy to note that apart from this huge sum budgeted for travels, the MDAs will also 

spend N6.11 billion on motor vehicle fuel cost and N2.33 billion for Aircraft fuel cost. 

This means that in addition to spending N24.73 billion on travels, thel also intend to 

spend N8.44 billion on transportation fuel cost. 

For the local travel and transport, the ministry of defence will be spending the most 

amount at N2.77 billion  followed closely by the presidency at N2.05 billion. To some 

extent, it is justifiable for both MDA especially for the ministry of defence due to the 

level of insecurity in the country as the need to keep the citizens safe becomes its top 

priority. However, it is still bogus considering the fact that the same ministry will 

spend N5.42 billion on aircraft fuel cost, sea boat fuel cost and motor vehicle fuel cost 

in 2020. 

Recommendation five: With the available limited resources, priorities should be given 

to investing in education, and health care. Do Public Private Partnership (PPP) on 

essential services and infrastructure e.g roads and rails. That is only a limited amount 

of government money should go to these. Private money should be sought for these. 

Key and strategic infrastructure should be auctioned out for PPP. 

Recommendation Six: In the proposed 2020 budget about N2.45 trillion is ear marked 

for debt servicing. It is recommended that a debt renegotiation be done to postpone the 

repayment of interest to a year or two from now. This is capable of freeing up resources 

http://giftedanalysts.com/author/kuranga/
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for the negatively impacted economy. According to Chima (2020), the Minister of 

Finance, Budget and National Planning, Mrs. Zainab Ahmed said : 

“We are also looking at our debt service obligations and we are talking to our lenders 

to renegotiate the repayment terms or even seek a stay on the debt service, to preserve 

some of our revenue, so that we can use it to meet the current national emergency 

demand.” 

Recommendation Seven: An inventory of all available funds and savings belonging 

to Nigeria should be done. Examples of funds belonging to the nation include the 

foreign reserve which stands at about $35 billion, excess crude account which is about 

$70 million, Nigeria’s contribution to IMF at about $3.2 billion and $1.5 billion. Same 

points could be made for support by the World Bank and African development Bank. 

With these FG and State will have the needed resources to fund the 2020 budget. In 

addition, a much broader discussion of long term sustainability of the economy can be 

opened. 

 

CONCLUSION 

This paper have highlighted the financial danger the Nigeria nation finds itself in the 

wake of the global economic meltdown attributable to the COVID-19 pandemic. 

Seven recommendations have been made to assist the nation in weathering the 

economic storm.  

All hands must be on deck in diversifying the economy as this will be the only way 

the country can be insulated from the volatility of the international oil economy. 
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