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BASIC INFORMATION 

 

  A. Basic Project Data OPS TABLE 

Country Project ID Project Name Parent Project ID (if any) 

Nigeria P173993 Nigeria COVID-19 Federal 
Fiscal and Economic 
Response DPO (P173993) 

 

Region Estimated Board Date Practice Area (Lead) Financing Instrument 

AFRICA WEST Mar 16, 2021 Macroeconomics, Trade 
and Investment 

Development Policy 
Financing 

Borrower(s) Implementing Agency 

Federal Ministry of Finance, 
Budget, and National 
Planning 

Federal Ministry of Finance, Budget, and National Planning 

 

Proposed Development Objective(s)  
 
The Program Development Objectives of the proposed operation are to support the Federal Government of Nigeria's 
efforts to mitigate the economic impact of the COVID-19 pandemic by providing immediate fiscal relief, with a focus 
on: (i) safeguarding revenues and financing flows; (ii) reprioritizing spending and strengthening expenditure and debt 
management; and (iii) enhancing macroeconomic and financial sector stability. 

 
 Financing (in US$, Millions) 

FIN_SUMM_PUB_TBL 
SUMMARY 
 

Total Financing 750.00 
    
DETAILS -NewFin3 

Total World Bank Group Financing 750.00 

     World Bank Lending 750.00 
   

  
Decision 
The review did authorize the preparation to continue 

    
 

B. Introduction and Context 
 

1. The proposed Development Policy Operation (DPO) aims to support the Federal Government of Nigeria’s efforts 
to mitigate the human and economic costs of the COVID-19 pandemic and the simultaneous collapse of international 
oil prices. Together, these twin crises threaten to deprive the public sector of the resources necessary to sustain its most 
crucial functions. The proposed DPO is designed to address the exigencies of the global COVID-19 pandemic, the resulting 
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economic disruptions, and the financing imbalances arising from a sudden increase in expenditure needs coupled with a 
sharp decline in fiscal revenue. The proposed operation supports reforms in three critical areas: (i) safeguarding revenues 
and financing flows; (ii) reprioritizing spending and strengthening expenditure and debt management; and (iii) enhancing 
macroeconomic and financial sector stability. The proposed operation consistent with the World Bank policy on 
Development Policy Financing and supports the new Sustainable Development Finance Policy. 

2. The extraordinary oil-price shock has profoundly affected the Nigerian economy, downgrading its growth 
outlook by 6-10 percentage points in 2020 and potentially triggering the most severe recession in four decades. Nigeria’s 
economy and public finances depend heavily on sales of crude oil, which over the past five years represented more than 
80 percent of exports, 30 percent of banking-sector credit, and 50 percent of general government revenues. Much of the 
nonoil industrial and services sectors also rely on foreign-exchange inflows generated by the oil industry. The 
unprecedented decline in oil prices over 70 percent between January and April 2020, together with the measures to 
contain the COVID-19 outbreak domestically, induced a severe economic recession, with the economy projected to 
contract by about 4 percent in 2020, more than 6 percentage points below the pre-COVID-19 forecast. Meanwhile, 
government revenues are projected to plunge by about US$10 billion, or 2 percent of GDP. This sudden drop in revenue 
comes just when fiscal resources are urgently needed to contain the COVID-19 outbreak and stimulate the economy.  

3. Measures to contain the COVID-19 outbreak are having a major impact on economic activity in Nigeria, posing 
challenges for the livelihoods of the poor and vulnerable. As the number of confirmed cases began to rise, Nigerian public 
health authorities moved proactively geographically targeted lockdown measures were rapidly implemented: stringent 
restrictions were imposed on international and domestic flights, interstate road traffic, and the movement of people in 
urban areas. The immediate impact on services and industry in both the formal and informal sectors resulted in negative 
GDP growth rate in the second and third quarters of the year, while the disruption of agricultural activities during the 
planting season will adversely affect output later in the year.  Notably, the pandemic and its associated macroeconomic 
shocks are likely to disproportionately disrupt economic activities among women and worsen their health and social 
outcomes, especially as health-sector resources shift from preventative to emergency care. Since the first COVID-19 case 
was identified in late-February 2020, by mid-November 2020 Nigeria had officially recorded over 65,000 cases and 1,163 
deaths. However, testing rates remain low with a total of about 660,000 tested as of end-October, less than 0.4 percent 
of the total population.  

4. In the context of COVID-19, protecting the lives and livelihoods of the nearly 85 million Nigerians living in 
poverty and the millions more who are vulnerable requires a large-scale governmental response drawing on every part 
of the public sector. About 4 in 10 Nigerians live below the poverty line. Households that depend on the informal urban 
economy are especially vulnerable to falling into poverty due to the pandemic. In the absence of a robust fiscal response 
and countervailing measures, the national poverty rate is projected to rise from 40.1 percent to 45.2 percent by 2022, 
with the number of Nigerians living below the poverty line increasing by more than 15 million over the period, of which 
about 11 million would be pushed into poverty due to COVID-19 and its economic implications. A severe domestic 
outbreak would increase the projected human and economic costs, leading to greater loss of life, a deeper recession, and 
fiscal imbalances. 

 
Relationship to CPF 

5. The proposed DPO supports the World Bank Group’s 2020–24 Country Partnership Framework for Nigeria. The 
CPF reflects Nigeria’s aspiration to achieve faster, more inclusive, and sustained economic growth to reduce poverty. The 
DPO is linked directly to the CPF Pillars on Strengthening the Foundations of the Public Sector and on Promoting Jobs and 
Economic Transformation and Diversification. The DPO also addresses priorities outlined in the Systematic Country 
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Diagnostic for Nigeria (World Bank 2019) and the Nigeria Country Private Sector Diagnostic (IFC 2020), which include 
macroeconomic management, revenue mobilization, and improving governance and institutional quality for more 
efficiency service delivery. 

 

C. Proposed Development Objective(s)  
 
The Program Development Objectives of the proposed operation are to support the Federal Government of Nigeria's 
efforts to mitigate the economic impact of the COVID-19 pandemic by providing immediate fiscal relief, with a focus on: 
(i) safeguarding revenues and financing flows; (ii) reprioritizing spending and strengthening expenditure and debt 
management; and (iii) enhancing macroeconomic and financial sector stability. 
 
 
Key Results  
 

D. Concept Description 

6. To avert the worst economic and public health outcomes and minimize the impact of the crisis on poverty and 
inequality, the proposed DPO supports the government’s efforts to safeguard revenues, reprioritize expenditures, and 
retain the government’s capacity to intervene as needed in key sectors. This operation supports the Federal Ministry of 
Finance, Budget, and National Planning’s (FMFBNP) efforts to reduce nonessential spending while protecting critical 
development expenditures, increase the use of marketable debt instruments to reduce recourse to central bank financing 
and finance the COVID-19 response. To ensure transparency and accountability for all COVID-19-related expenditures, the 
authorities have established separate budget lines for emergency spending and adopted procedures to publish all 
pandemic-related procurements, and the Auditor General will undertake financial and compliance audits of the COVID-19 
response program. The Central Bank of Nigeria (CBN) has de facto unified nominal exchange rates, which is expected to 
increase the financing available to the public sector. The government is providing short-term support to taxpayers by 
extending due dates for tax returns and offering bonuses for early payment. Importantly, the government has reformed 
the gasoline subsidy, which cost the government US$1.8 billion in 2019 and primarily benefited wealthier households. 

7. In addition to supporting the government’s COVID-19 response efforts, the proposed DPO lays foundations for 
enhancing macroeconomic management, increasing domestic revenue mobilization, and improving expenditure 
efficiency over the medium term. Before the pandemic, the government had already initiated crucial revenue-enhancing 
reforms. To sustain these efforts, the Federal Inland Revenue Service (FIRS) and the Nigeria Customs Service (NCS) have 
issued regulations to enhance the administration of the value-added tax (VAT) while also making it easier to declare and 
pay taxes online. The authorities are preparing a landmark effort to rationalize tax incentives by establishing procedures 
for preparing and publishing tax-expenditure statements as part of the annual budget process. In the oil sector, the 
Ministry of Petroleum Resources is strengthening the collection of gas-flaring payments, and the Nigeria National 
Petroleum Corporation (NNPC) has, for the first time in history, published its audited financial statements as well as 
detailed monthly reports to the Federation Account Allocation Committee (FAAC). Building on recent efforts to increase 
debt transparency and improve the management of fiscal risks, the government has published information on undisbursed 
loans, and established procedures to collect data on both contingent and current liabilities from all ministries, 
departments, and agencies (MDAs), including parastatals. To help ensure the stability of the financial sector, which is 
particularly important to sustain a recovery, the CBN has mandated higher-frequency reporting by banks to monitor and 
assess risks arising from foreign-currency-denominated assets and liabilities. 
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E. Poverty and Social Impacts, and Environmental, Forests, and Other Natural Resource Aspects 
 
Poverty and Social Impacts 

8. The proposed DPO is expected to help reduce poverty and promote shared prosperity. The goal of reforms 
proposed is to mitigate the economic impacts of COVID-19, especially for the poor and vulnerable, mainly by easing short-
term fiscal constraints and redirecting spending to pro-poor measures. Pillar 1 focuses on safeguarding and augmenting 
government revenues despite the dual COVID-19 and oil price shocks to create much-needed fiscal space that the 
government can use to save lives and protect livelihoods. Pillar 2 is designed to guarantee that spending is progressive so 
that the poor and vulnerable benefit most as government spending is directed to health, education, and social protection. 
Pillar 3 aims to ensure future macroeconomic and financial stability, laying the foundations for broad-based growth and 
poverty reduction as Nigeria emerges from the COVID-19 crisis. While some prior actions in this DPO—e.g., harmonizing 
exchange rates, improving VAT compliance, and reforming petroleum subsidies—may place downward pressure on the 
purchasing power of the poor in the short-term, these negative effects are likely to be muted. Moreover, they can be 
more than offset by the pro-poor spending set out in Prior Action 7. Furthermore, through the Nigeria CARES operation, 
under preparation, complementary efforts are underway by the World Bank and other development partners to help 
contain the outbreak and provide fiscal support for Nigeria’s states and the Federal Government. The CARES program is 
intended to protect the livelihoods and food security of poor and vulnerable families and facilitate recovery of local 
economic activity in all participating states.  

 
Environmental, Forests, and Other Natural Resource Aspects 

9. Policies supported by the proposed DPO are expected to have positive effects on Nigeria’s environment and 
natural resources. There are two proposed prior actions that would have positive environmental effects. The enhanced 
collection of gas flaring payments (proposed prior action) and the elimination of the gasoline price subsidy (proposed prior 
action) will achieve both local and global environmental benefits. Enforcement of gas flare payments will provide financial 
incentives to oil producers to minimize flaring of associated gas by using the previously flared gas for productive purposes 
in their own operations or commercializing it, thereby reducing emissions of pollutants harmful to public health—i.e., 
black carbon and other products of incomplete combustion—as well as carbon dioxide, a greenhouse gas contributing to 
global warming. While gas flare payments have been mandatory for decades, they were neither material nor enforced, 
resulting in little incentive to invest in ways of reducing gas flaring. Furthermore, the availability of cheap gasoline enabled 
by the subsidy is certain to have resulted in non-essential and inefficient consumption of gasoline, not only in Nigeria but 
also in neighboring countries to which the subsidized gasoline has been smuggled. Fuel subsidy removal will provide 
financial incentives to optimize gasoline consumption and make it more efficient over time as the world oil price recovers. 
Lower consumption of gasoline in response to higher prices in due course will reduce emissions of harmful pollutants as 
well as carbon dioxide, thereby improving the local and global environment. Both measures are specifically mentioned in 
Nigeria’s Intended Nationally Determined Contribution submitted to the United Nations Framework Convention on 
Climate Change in November 2015. Other proposed prior actions are primarily institutional in nature and aim to 
strengthen the frameworks for exchange rate management, transparency oil revenue reporting, tax and customs 
administration, and financial sector risk management, and thus are unlikely to have significant effects on the environment, 
forests, or other natural resources. 

 
 .    
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CONTACT POINT 
 

World Bank 

Marco Antonio Hernandez Ore, Ahmed Mohamed Tawfick Rostom, Emilija Timmis 

Lead Economist 
 

 

Borrower/Client/Recipient 
 

Federal Ministry of Finance, Budget, and National Planning 

 

 

 
 

 

Implementing Agencies 
 

Federal Ministry of Finance, Budget, and National Planning 

Ben Akabueze 

Director General of the Budget Office 

benakabueze@gmail.com 
 
 

FOR MORE INFORMATION CONTACT 

The World Bank 

1818 H Street, NW 

Washington, D.C. 20433 

Telephone: (202) 473-1000 

Web: http://www.worldbank.org/projects  
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