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CHAPTER ONE 

INTRODUCTION 

1.1 Background 

The reforms on fuel subsidy and foreign exchange have strengthened Nigeria's economic 

fundamentals, which is expected to continue through 2025. Nigeria’s economy expanded 

by 3.9% in Q1 2025. Growth is projected to average 4.2% in 2025 and 4.4% by 2027, 

driven by services and non-oil industries. Headline inflation has decelerated 

significantly to 16.05% in October 2025. This is the seventh consecutive month of decline. 

Fiscal deficit is projected at 2.6% of GDP for 2025. Public debt is expected to decline for 

the first time in over a decade, from 42.9% to 39.8% of GDP. External reserves have 

continued to grow, exceeding $42 billion in 2025. Despite macroeconomic progress, 

significant challenges persist, directly impacting states and their citizens. Nigeria is faced 

with a significant level of insecurity, high cost of living and food inflation, wide spread 

poverty and a significant level of unemployment. This environment necessitates 

strategies focused on both immediate relief and long-term resilience aimed at tackling 

food inflation, improved public spending efficiency, and expand social protection.  

Edo state’s Debt Sustainability Analysis, analyzes trends and patterns in the State’s public 

finances during the period 2020-2024, and evaluates the debt sustainability in 2025-2034 

(the long-term). The analysis highlights recent trends in revenue, expenditure, and public 

debt, and the related policies adopted by the State. A debt sustainability assessment is 

conducted, including scenario and sensitivity analysis, in order to evaluate the 

prospective performance of the State’s public finances. This analysis highlights current 

trends in revenue, expenditure, public debt and other related policies adopted by Edo 

State Government. This State Debt Sustainability Analysis and Debt Management Strategy 

report (DSA-DMS) was carried out in October, 2025 with the DSA-DMS toolkit made 

available by the Debt Management Office, (DMO), Abuja with Edo State data for the 

period 2020 – 2024 and the state’s Medium Term Expenditure Framework (MTEF), 2025 

– 2027.  

One key objective of this report is to ensure that the governments financing needs and 

payment obligations are met at the lowest possible cost, and consistent with a tolerable 

degree of risk. Consequently, for the four DMS, the analysis calculates costs of carrying 

public debt, and measures risks associated to macroeconomic and fiscal shocks 

 

1.2 Summary of Findings  

 

The S-DSA report shows that Edo State debt stock between the years 2025 to 2034 

remained below the threshold of 200% peaking at 190% in 2025. The State is expected to 

enjoy relief in this period. With regards to debt service, the state will operate within the 
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threshold from 2025 to 2034. There is the need to implement stringent measures that will 

lead to reduction in cost and growth in revenue. The State has made giant strides in IGR 

mobilization through the recent initiatives in tax administration. The State’s revenue 

office is now autonomous with more competent personnel to follow through on the 

state’s vision with the assistance of up-to-date technology, expansion of Land Used 

Charge and introduction of gaming tax etc. The S-DSA results were made based on data 

and assumptions from the State’s revenue performance, IGR mobilization, expenditure, 

outstanding and new public debts as well as forecast made for the Nigerian economy and 

exchange rates. 

 

 

1.3 Overall Results 

To maintain a sustainable debt position and insulate itself from economic shocks, the State will 

pivot from borrowing to an aggressive revenue mobilization strategy. This will center on 

optimizing Internally Generated Revenue (IGR), eliminating fiscal wastage, and ensuring 

maximum value for money across all expenditures between 2025 and 2034. 
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CHAPTER TWO 

EDO STATE FISCAL AND DEBT FRAMEWORK 

 

2.1 Fiscal Reforms - Revenue and Expenditure in the last 3-5 years 

Over the past years, Edo State Government has implemented the following reforms 

aimed at improving revenue generation; 

i. Enumeration of properties within the state for the purpose of improving property 

tax 

ii. Passing of Edo State Revenue Administration Law to set the pace for the reform of 

the State Board of Internal Revenue to reposition it for service delivery and optimal 

performance.  

iii. Passage of Public Financial Management and Fiscal Responsibility Law in 2018  

iv. The re-enactment of Edo state audit law 

v. Enumeration of Taxpayers and Businesses with a view to expanding the tax net 

vi. Automation of Revenue Administration with the Edo State Revenue Administration 

System (ERAS). 

vii. Introduction of Revenue Scratch Card Scheme for the informal & mobile sector to 

eliminate physical cash transactions and block leakages. 

viii. Ban on all 3rd party involvement in IGR collection across the State 

ix. Passing of Local Government Revenue Harmonization Law to make for uniform 

Levies, Rates, Fees & Charges across Local Government Councils in the State. 

x. Introduction of Tax-for-Service Scheme for the informal/self-employed sector with 

Unions/Association 

xi. Back Duty Audit of Tax paying agencies 

xii. Provision of Infrastructure for revenue drive 

xiii. The State has also embarked on a number of reforms that has led to rationalization 

of its expenditure as follows: 

a. Introduction of the State’s Treasury Single Account (TSA) which has led to 

blocking of leakages in its revenue profile 

b. Rationalization of approval processes restricting approval of recurrent 

expenditure to the SSG and HoS 

c. Strict budgeting controls 

d. Biometric enrollments of State Civil Servants and Pensioners  

xiv. The state government is currently working on a unified overhead policy for the state 

that is aimed at reducing recurrent expenditures  

xv. Introduction of electronic governance (e-gov) to ease systems and processes.  
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Recently, the new administration has setup a high level committee charged with the 

responsibility of providing a roadmap for the enhancement of revenue generation for the state.  

 

2.2 2025 Budget and MTEF, 2025 - 2027. 

2.2.1 Approved 2025 Budget 

In preparing the 2025 Budget, the State Government is building upon the foundation of 

increased fiscal space created by the fuel subsidy removal in 2023, with the expectation 

that higher revenue allocations from the Federation Account will be maintained.  

Based on the foregoing fiscal assumptions and parameters. The Edo State total Revenue 

available to fund 2025 budget is estimated at N563.8B. This includes Internally Generated 

Revenue, Statutory Allocation, Value Added Tax, Other Statutory Revenue, Domestic 

Grants, Foreign Grants, Opening Balances, Domestic Loan and Foreign Loans. 

 An aggregate expenditure of N563.8B was approved by the Edo State Government in 

2025. The 2025 budgeted expenditure comprises Recurrent Expenditure of N233.1B and 

Capital Expenditure of N337.6B, and Reserve of N11.882B respectively.   

 

2.2.2 Indicative Three Year Fiscal Framework  

The indicative three-year fiscal framework for the period 2025-2027 is presented in the table 

below 

Macro-Economic Framework     

Item 2025 2026 2027 2028 

National Inflation 15.75% 14.21% 10.04% 10.04% 

National Real GDP Growth 4.60% 4.40% 5.50% 5.50% 

State Inflation         

State GDP Actual 4,581,832,994,849 5,498,199,593,819 6,597,839,512,582 7,917,407,415,099 

Oil Production Benchmark 

(MBPD) 
2.06 2.1 2.35 2.35 

Oil Price Benchmark $75.00  $76.20  $75.30  $75.30  

NGN:USD Exchange Rate 1400 1400 1400 1400 

Other Assumptions        

Mineral Ratio 16% 22% 25% 25% 

     

Fiscal Framework     

Item 2025 2026 2027 2028 

Opening Balance 10,000,000,000 10,000,000,000 10,000,000,000 10,000,000,000 
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Recurrent Revenue         

Statutory Allocation 
       

84,502,917,377.00  
107,000,633,158 129,492,552,563 134,381,090,406 

Derivation 
       

44,191,413,496.00  
50,589,496,931 55,648,446,624 88,567,142,455 

VAT 
       

84,107,528,847.00  
101,850,500,712 121,649,767,753 172,575,672,690 

IGR 
     

102,298,469,981.00  
132,988,010,975 172,884,414,268 191,957,176,187 

Other Federation Account 

Revenues 

     

122,250,733,324.00  
122,250,733,324 122,250,733,324 135,085,164,762 

Other Recurrent Revenues 

(Recurrent Grants) 
                              -    0 0 0 

Total Recurrent Revenue 
  

437,351,063,024.00  
514,679,375,099 601,925,914,532 722,566,246,501 

 
    

Recurrent Expenditure     

Personnel Costs 70,518,168,419 84,621,802,102 101,546,162,523 111,700,778,775 

Social Contribution and Social 

Benefit 
16,511,030,259 19,813,236,311 23,775,883,574 24,818,197,873 

Overheads 76,106,080,182 83,716,688,200 92,088,357,020 101,297,192,722 

Grants, Contributions and 

Subsidies 
5,871,904,330 7,046,285,196 8,455,542,235 10,636,370,517 

Public Debt Service  45,280,130,000 45,280,130,000 45,280,130,000 45,280,130,000 

Total 214,287,313,190 240,478,141,810 271,146,075,352 293,732,669,887 

       

Transfer to Capital Account 233,063,749,834 284,201,233,289 340,779,839,180 382,131,793,674 

     

Capital Receipts     

Grants 4,000,000,000 4,000,000,000 4,000,000,000 4,500,000,000 

Other Capital Receipts 0 0 0 0 

Total 4,000,000,000 4,000,000,000 4,000,000,000 4,500,000,000 

    
 

Reserves     

Contingency Reserve 11,882,841,244 13,672,653,165 14,888,294,371 14,888,294,371 

Planning Reserve 0 0 0 0 

Climate Response Reserve  4,473,510,630 5,246,793,751 6,119,259,145 6,119,259,145 

Total Reserves 16,356,351,874 18,919,446,916 21,007,553,517 21,007,553,517 

     

Capital Expenditure 337,626,908,590 386,974,580,124 420,491,544,808 471,516,122,048 

Discretional Funds 247,707,397,95 296,281,786,373 344,772,285,663 386,608,703,868 

Non-Discretional Funds 85,446,000,000 85,446,000,000 69,600,000,000 78,045,617,087 
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Planning and Climate Reserve 
         

4,473,510,630.00  
  5,246,793,751.00  

     
6,119,259,145.00  

6,861,801,093 

   
 

 

Financing (Loans) 112,446,000,000 112,446,000,000 69,600,000,000 53,070,839,807 

     

Total Revenue (Including 
Opening Balance) 

563,797,063,024 641,125,375,099 706,525,914,532 780,137,086,308 

Total Expenditure (including 
Contingency Reserve) 

563,797,063,024 641,125,375,099 706,525,914,532 780,137,086,308 

          

 

NOTE 

The DSA-MTDS report is based on the exchange rate of N1,400 to US 1$ from the national 

Medium-Term Expenditure Framework (MTEF) prepared in 2024 which is yet to be reviewed 

alongside other macroeconomic indicators to reflect current economic realities. As at the time of 

populating the DSA, the state’s MTEF 2026 to 2028 was not available. Some figures in the MTB 

forecast posted in the MTB section of the DSA-DMSR slightly differs from the figures adopted for 

the baseline projections for the following reasons; while the MTB figures represents the 2025 MTB, 

the DSA-DMSR contains approved expenditures figures 2025 MTEF as required by the template 

 

2.2.3 The Key Objectives of Approved 2025 Budget 

1. The Budget for Fiscal Year 2025 was largely prepared during a transition period and to a 

significant extent reflects the Governor’s S.H.I.N.E agenda, A visionary roadmap that 

places Security, Health, Infrastructure, Natural Resources and Agriculture, and 

Education at the heart of Edo's transformation. 

 

2. The key goals and priorities of the 2025 budget is centered on the budget policy thrust 

outlined in the S.H.I.N.E agenda, the indicative sector allocations for recurrent and capital 

expenditure will give priority to the following sectors. 

✓ Infrastructure and Public utilities. 

✓ Access to Health Care and its facilities 

✓ Wealth Creation & Employment 

✓ Solid Mineral Development 

✓ Science & Technology 
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✓ Environment Sustainability 

✓ Education 

✓ Local Government Administration 

✓ Social & Gender Development 

✓ Youth and Gender Development 

2.2.4 Medium Term Policy Objectives  

The overall medium-term policy objectives are: 

i. Create efficiencies in Personnel and overhead expenditure to allow greater resource for                 

capital development 

ii. Grow IGR by a minimum of 30% every year from 2025-2027 

iii. To harness the public, corporate and private individual grants to boost Edo State’s 
revenue 

iv. Grow the economy through targeted spending in areas of comparative advantage 

v. Sustaining the regime of peace being enjoyed in the State through provision or requisite 

support to security agencies for Crime Control and Prevention. 

vi. Massive investments in agriculture to improve food security.  

vii. Have a long-term target of Funding all Recurrent Expenditure with Recurrent Revenue 

(IGR, VAT and Non-Mineral Compact of Statutory Allocation). 

 

2.2.5 Summary analysis of MTB forecast  

The Medium-Term Budget for Fiscal Year 2025 reflects the new administration’s intent to 

make Edo S.H.I.N.E through improved security of lives and properties, Enhanced and 

assessable health care services, infrastructural development, natural resource 

development, human capital development and implementation of initiatives that 

guarantee equal access to education and social protection. The MTB forecast is 

predicated on the following key economic assumptions:  

 

❑ Our outlook for FY2025 is predicated on FY2024 actual performance baseline adjusted for 

inflation and GDP growth.  

❑ We have adopted a worst-case scenario outlook for inflation in FY2025 of 25%, with trickle 

down impact resulting in a 40% effective inflation rate. 
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❑ Over the MTEF period, the government aims to stabilize the macro-economic 

environment through effective use of fiscal policy. This will enable businesses, investors 

and households plan/implement production, investment and consumption activities 

effectively 

❑ The State’s fiscal policy is envisaged to control and enforce compliance with established 

spending limits to achieve sound budgeting system, which include aggregate fiscal 

discipline, allocative efficiency and effective spending that can propel Edo State’s 

economy to be among the top five (5) most developed states in the country by 2050. 

❑ Growth will mainly be driven by fiscal stimulus helped by an expected increase in the 

receipt from the centre due to increase in oil prices, and the removal of oil subsidy. In 

addition, anticipated growth in non-oil sectors (agriculture, manufacturing and services) 

will be central in overall GDP growth. 

❑ We have adopted a 5% Tax-to-GDP in determining the minimum IGR target for FY2025 

and an average 12% GDP growth rate (as against the 4.6% GDP growth target in FGN 

MTEF). This reflects our expected growth in the domestic economy resulting from the size 

and quality of government CAPEX in FY2025 and private sector investments in the same 

period.  

 

The MTB forecast for 2025, projects a 8.1% increase in total recurrent revenue from 404.7bn in 

2024 to 437.3bn in 2025 and an average 14.76% growth from 2025 to 2027. Total recurrent 

expenditure is projected to grow from 202.6bn in 2024 to 233.1bn in 2025 representing a 15.1% 

increase and an average 11.1% increase from 2025 to 2027. Capital Expenditure is projected to 

increase from 283bn in 2024 to 337.6bn in 2025. This represents a 19.2% increase in capital 

expenditure in FY2025 and an average 10.36% growth from 2025 to 2027. Deficit financing within 

the period is expected to grow significantly in 2025 by 55.8% as compared to 2024. It is expected 

to stabilize in 2026 and significantly dip in 2027 by up to -62%.   
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CHAPTER THREE 

 

REVENUE, EXPENDITURE, FISCAL AND DEBT PERFORMANCE, 2019 - 2023 

 

3.1 Revenue, Expenditure and Fiscal Performance, 2020 – 2024 

3.1.1 Revenue Performance 

A close look at Chart 1 below shows the revenue profile for the period. Following various 

reforms, revenue can be seen to rise from 2020 to 2024. Although the revenue profile of 

the state took a dip in 2020 following the Covid-19 pandemic's impact on the global 

economy, growth has been sustained in the period under review.  

The impact of Covid-19 saw Edo State IGR decline by 20% to N28b in 2020. However, the 

state’s IGR grew by 37.5% to N38.5B in 2021 and a 18% increase in 2022 to N45.47B, 

31.5% increase in 2023 to N59.8B. The state IGR in 2025 outperformed 2024 by 19% at 

N71.2B. See attached chart 1 below. 

 

Chart 1: Revenue  

 

 
 

- Nominal Growth Rate of Total Revenue in 2020 was -18% due to the impact of 

Covid-19 and grew to 17.2% in 2021, 36% in 2022, 22.3% in 2023, and significantly 

grew to 93.5% in 2024 

- Total grants received by the state have seen an average decline of -16.8% over the 

historical period 2020 – 2024 declining from N11.95B in 2020 to N5.1B in 2024.  
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- Variation of Gross FAAC Allocation as a Percentage of total Revenue in 2020 is 65% 

and 82.3% in 2024. 

The ratio of FAAC in 2020 to total revenue is 65%, this increased to 82.3% in 2024. 

Although the removal of fuel subsidies and other Federal Government reforms can be 

accredited to the growth in the state’s dependency on FAAC allocation, The state will 

still need to make efforts to reduce its dependence on FAAC allocation through 

policies and programs aimed at improving revenue generation internally.  

 

3.1.2 Expenditure Performance 

The expenditure profile of Edo state’s government can be seen in chart 2 below. As 

compared to the revenue trend, there is a corresponding rise in expenditure profile prior 

to 2020. However, the impact of the Covid-19 pandemic on revenue profile in 2020 was 

replicated in the expenditures profile as shown in the chart 2. While capital expenditure 

for 2019 was 63.5b representing 44% of total expenditure, FY2020 saw a major decline 

due to covid-19 impact and total capital expenditure fell to 43.5b representing 39% of 

total expenditure, total capital expenditure in 2021 was 77.9b representing 46% of total 

expenditure, 2022 was 89.05b representing 45.2% of the total expenditure, 2023 was 

125.5b, representing 47.5% of total expenditure, and 2024 experienced a significant 

growth to 236.9b representing 53.8% of the total expenditure of the state. Personnel cost 

in 2020 saw a minimal 5% decline from 40.8 in 2019 to 38.5 in 2020 representing 34.5% 

of the total expenditure. while personnel cost for 2021 was 41.6b representing 25%% of 

the total expenditure, 2022 saw a decline in personnel cost to 35.5b representing 18% of 

total expenditure, 2023 saw a minimal increase with a personnel cost of 36.8b 

representing 14% of the total expenditure, and 2024 experienced a sharp increase to 

74.6b representing 15% of total expenditure. This minimal impact of 1% growth as 

compared to 2023 despite major increment in minimum wage in 2024 is as a result of 

improved total revenue accruing to the state. The state’s plan is to continue to reduce 

recurrent revenue in the short-term, however, this plan may become even more difficult 

to pursue from 2025 due to several macro-economic variables that have led to increases 

in inflation. The rise in the ratio of personnel cost between 2020 and 2021 can be 

attributed to the state government recruitment exercise conducted in 2021.  

  

- Variation of Personnel cost as percentage of total expenditure between 2020 and 

2024 fell from 34.5% in 2020 to 15% in 2024 

- Variation of debt service to total expenditure between 2020 to 2022 grew 

consistently from 8.5% in 2020 to 17.9% in 2022. However, the variation in debt 

service has consistently declined from 13.9% in 2023 to 8.2% in 2024. This is 

attributable to improved revenue position of the state.  
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- Variation of overhead cost to total revenue has fluctuated between 18% in 2020 to 

14.5% in 2024 with an average 17% in the entire period under review.  

Chart 2: Expenditure  

 
 

Chart 9: Personnel Cost  
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3.1.3 Fiscal Outturns 

The gross revenue for the period 2020 to 2024 are as follows; 2020 N114.49, 2021 

N134.2B, 2022 N182.38B, 2023 N223.9B and N433.2 for 2024. the gross expenditure for 

the period 2020 to 2023 are as follows; 2020 N111.7B 2021 N169.49B, 2022 N196.8, 

2023 N264.2B and N440.3 for 2024.  The primary and overall balance trends are 

represented on the chart 11 below.  

 

Chart 11: Fiscal Outturns 

 
 

 

3.2 Edo State Debt Portfolio, 2020 – 2024  

 

3.2.1 Total Debt 

While Edo state continues to improve on its efforts to enhance its revenue position, the States’s 

growth aspirations and current revenue position creates a gap, hence the state will continue to 

operate a deficit budget to the nearest future. Government at both national and sub-national 

level in Nigeria continue suffer setbacks in terms of revenue generation, rising inflation, the 

continual devaluation of the naira, and continued corruption within the system. The revenue 

receipt from oil revenue accounted for about 80% of Edo state’s total revenue. As a way forward, 

government at both national and sub-national level had to take recourse to extensive borrowing; 

Edo State was not an exception. The total debt stock has risen from N165.3B in 2020 to N671.1B 

in 2024. Other factors, such as exchange rate fluctuation have impacted on the debt position.   
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Chart 3. Debt Stock 

 

 
 

3.2.2 Debt Composition 

The sharp increase is visible in chart 3. between 2020 and 2022, the debt stock 

composition of the state has operated between 51.6% domestic and 48.4% external. In 

2022, the gap between external and domestic widened further to 60% domestic and 40% 

external loans majorly due to introduction of new bond facility into the debt stock. This 

major shift in the debt composition of the state can be attributed to the introduction of 

new bonds in 2022. In 2023, impact of naira devaluation can be seen on the debt 

composition with 51% domestic and 49% external loans without the introduction of new 

external loans.  This is projected to continue to have negative impact on the external loans 

figures as the naira continues to weaken against the dollar. The DSA adopted a N1,300 to 

1 USD and this has had significant impact on the debt position of the state as compared 

to 2023 when the DSA adopted N379 to 1 USD. This significant increase can be attributed 

to the sharp variation between 2023 and 2024 debt position of the state.  These current 

debts have their corresponding debt servicing figures, which has declined in 2024 due t 

improved revenue position of the state. The current debt stock could hamper the States 

credit rating. It is interesting to note that expenditure levels within this period did not 

suffer a corresponding decline as compared to the revenue profile for the period, except 

for FY2020 due to the Covid-19 pandemic. This is because governments are under 

pressure to deliver on services to the public, hence, the only option was to borrow. 

 

3.2.3 Debt as Ratio of State GDP 

Chart 6 shows the position of Edo State Debt as a share of GDP. This ratio has been 

growing from 2020 to 2024. The reason is not farfetched as states resorted to heavy 
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borrowing within this period following the fall in Oil revenue, devaluation of the naira and 

rising inflation. 

 

 
 

 

Chart 7: Debt as a Ratio of Revenue 

The relationship between the Edo State debt as a share of its revenue can be seen in chart 

7. In FY2020, the debt as a ratio to revenue was 144%, 2021 139%, 2022 116%, 2023 109 

and 155 in 2024. In 2020, the dip in revenue account to increase in debt to revenue and 

this is further stretched to 2021. The State is putting measures in place to drastically 

reduce its debt burden to enhance its debt sustainability as shown in 2023. However, the 

floating of the naira had a significant impact on the debt to revenue ratio rising to 155% 

in 2024. A weak naira poses a significant sustainability risk to the debt revenue ratio both 

at the national and subnational level.   

 

0

5

10

15

20

25

30

2020 2021 2022 2023 2024

Chart 6: Debt Stock as a share of SGDP



17 
 

 
 

A look at Chart 8 shows the ratio of debt servicing as a share of revenue. The result is 

rational. The state’s debt service has maintained a consistent growth from 2020 to 2022. 

Growing at an average 15% year on year. The debt service ratio of the state continues to 

decline from 2023 to 2024 due to improved revenue flowing to the state. 

 

Chart 8: Debt Service as a Ratio of Revenue 

 
  

 

Chart 10: Debt Service Indicators 

Chart 10 Refers to Edo State government debt service indicators. From the chart, it can 

be seen that the external debt service movement is low. This is because the State enjoys 

years of moratorium on many of its external debt. However, the debt service as a 

percentage of gross FAAC shows a remarkable movement, settling between 2021 to 2022 
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and declining in 2023-2024. All these trends point to the fact that Edo State Government 

revenue position has improved. 

 

 

 

3.3 Cost and Risk Profile 

Most internal loans and all external loans are fixed-rate obligations, thus not affected by 

changes in interest rates. As these loans have maturities running from 6 to 40 years and 

include financing from the Federal Government and multilateral organizations, rollover 

risk associated with potential deterioration of domestic financial conditions is negligible. 

However, the state continues to face the major exchange rate risk for its debt dominated 

in foreign currencies. In 2020, the state incurred 23bn increase in its debt stock as a result 

of exchange rate differentials, over 5B in 2021, 5.1b in 2022 and over 20B in 2023. The 

floating of the dollar has had further impact on the state debt in 2024. Going forward, the 

state is designing its Medium-Term Debt Management Strategy to determine the most 

cost and risk effective borrowing options.   
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CHAPTER FOUR 

CONCEPT OF DEBT SUSTAINABILITY, ASSUMPTIONS, RESULTS ANALYSIS AND FINDINGS 

4.0 Introduction - Concept of Debt Sustainability  

 

At its core, debt sustainability is the concept of a government being able to service its 

future financial liabilities. Given that spending and taxation policies are the main drivers 

of these liabilities, sustainability ultimately depends on the government's capacity to 

maintain fiscally responsible policies over time, avoiding the need for major budgetary or 

debt restructuring in the future. Fiscal policies become unsustainable when they cause 

public debt to accumulate excessively. Such a situation could force the government to 

take action that harms its citizens to mitigate the unwanted outcomes of a crippling debt 

load. 

Edo state’s Debt Sustainability Analysis  

Chart 21 (below) shows the Debt as a percentage of State GDP (with indicative threshold 

of 25%). The sustainability position of the State’s Total debt portfolio in the fiscal block 

shows a constant trend from 2020, 2021, and to 2023. However, 2024 experienced a 

significant jump from 5% in 2023 to 11% in 2024, 12% from 2025 and an average 10% 

from 2026 to 2034. Chart 21 shows the state will not exceed the 25% threshold from in 

the medium term 2025 to 2034 with the Debt – to – GDP climaxing at 12% in 2025. 

Despite the the position shown in Chart 21, the state must enhance its efforts in 

investing in the real sector of the economy by providing road infrastructure, enhance 

ease of doing business to boost trade, agriculture, manufacturing, wholesale and retail, 

and services. Edo State’s GDP has potentials for growth and must be harnessed to 

accommodate the State’s debt stock, with minimal effect on the State economy. Chart 

22 (below) shows the Debt as a percentage of revenue. The debt as a percentage of 

revenue is below the threshold of 200% over the reporting period, climaxing at 190% in 

2025. Debt Service as percentage of Revenue dipped between in 2025 to 5% but 

continues to rise from 2026 to 2034 climaxing at 38% in 2034. Personnel Costs are below 

the threshold at an average 16% to the end of projection period, climaxing at 17% in 

2027 as against the established 60% threshold this position is strengthened by the states 
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overhead policy despite the recent increases in minimum wage in the state. The 

Government has introduced various reforms, in its revenue drive. Debt Service as a 

percentage of Gross FAAC Allocation (without any indicative threshold) is estimated to 

increase from 7% percent in 2025 to 58% percent in 2034, Interest Payment as a 

percentage of Revenue revealed that, the maximum exposure of the State Interest 

towards Revenue is 28% in the year 2034 with over-all positive outlook. Looking at the 

External Debt Service as a percentage of Revenue, the maximum exposure of the State 

Revenue towards External Debt shows that the External debt of the State was properly 

managed, peaking at 3% in year 2025 to 2026 and  2% between 2027 to 2034. 

 

 

 

4.1 Medium Term Budget Forecast  

4.1.1 Revenue and Expenditure Assumptions 

Edo State’s medium-term debt sustainability is anchored on a multi-pronged fiscal 

strategy. This includes a significant enhancement of the state’s Internally Generated 

Revenue (IGR) through comprehensive digital tax reforms and efficient collection, with a 

target of N98.3 billion for 2025. It is further predicated on sustained high disbursements 

from the Federation Account Allocation Committee (FAAC), which have seen a notable 

increase in 2025, including a significant increase of derivation revenues for oil-producing 

states. Concurrently, the state has implemented cost-cutting and prudent borrowing 

measures, evidenced by a substantial reduction of its domestic debt by N30.6 billion in 

the first quarter of 2025. This disciplined approach to expenditure management is 

complemented by strategic allocations to key sectors like agriculture to boost 

productivity and economic diversification. Various organizations, including the World 

Bank, IMF, and other financial institutions, have released forecasts indicating a 

cautiously optimistic outlook for the Nigerian economy in 2025. Real GDP is projected to 

expand in a range of approximately 3.4% to 4.2%, driven by factors such as increased 

hydrocarbon output, vibrant services, higher oil production, and the operational new 

domestic refinery. 
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This recovery is supported by improved domestic oil production, prudent fiscal and 

monetary policy, and a stabilization of the exchange rate due to foreign exchange 

market reforms. While inflation remains high, it is on a downward trend from its 2024 

peak, supported by a stable naira and tight monetary policy. 

Consequently, oil and gas revenue is expected to benefit from higher production, while 

non-oil revenue streams like customs duties and VAT have shown robust growth, thus 

improving the State’s revenue position 

Edo State government revenue and expenditure forecast are based on the assumptions 

as shown on Table 1 from the State MTEF (The DSA-MTDS report is based on the 

exchange rate of N1,400 to US 1$ from the national Medium-Term Expenditure 

Framework (MTEF) prepared in 2024 which is yet to be reviewed alongside other 

macroeconomic indicators to reflect current economic realities. Also, the MTEF adopted 

in the preparation of the report does not include 2028 because the states MTEF 2025 

which usually covers 3 years is for 2025 to 2027. As at the time of populating the DSA, 

the state’s MTEF 2026 to 2028 was not available).  

The state’s MTEF was prepared with a view of the federal government maintaining its 

zero-subsidy on PMS regime. The Debt Sustainability is predicated on the IGR reforms 

and deployment of technology in revenue administration by Edo State, the States IGR is 

projected to grow by a minimum of 30% in 2025 and an average 16% in 2026 to 2027 

over the medium-term period. This growth is expected to be sustained as we make in-

roads to harness potentials in the informal sector, which is largely untapped. The state 

has enacted a law to aid collection of taxes from gaming casinos, listing of properties 

within the state for the purpose of expanding property tax and bring in unregistered 

taxpayers across board through the Data-to-MEGA activities, control of post collections, 

introduction of agency banking system to ease mode of payment.  The state is 

optimistic; it can grow its property tax from the current 5% of its total IGR to at least 

40% of its total IGR collection in the medium term. Also, the state has commissioned a 

committee with the responsibility a designing a road-map to enhance the state’s IGR 
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position. On the other hand, the government will continue its Civil Service reform 

policies being implemented with regards to personnel and overhead cost, which are 

thus, likely to preserve their historical trend while increasing effectiveness and efficiency 

of the Civil Service. Also, the state has developed an overhead cost policy which is aimed 

at reducing the overhead cost burden of the state. 

 

MTB Forecast and their implication for fiscal and debt policies  

Edo State’s debt burden indicators as at end of 2025 (as shown in table 2 below) show 

that the state is operating well below the accepted thresholds. Projections for 2025 – 

2027, shows that the state will operate at an average total debt to revenue of 169% as 

against 200% threshold peaking at 190% in 2025. Other indicators such as debt service 

as a percentage of revenue and personnel cost as percentage of revenue indicates the 

state is well within the accepted thresholds. From the forgoing, projections for FY2025 

do not present significant risk to the state’s debt profile on the face value, however, the 

state must adopt a cautious approach due to the 190% to 200% debt to revenue 

position of 2025. Edo state seems to have sufficient fiscal space to adopt expansionary 

policies that supports public investment. However, due to high inflationary trend in the 

country, increase in revenue generation may not translate to improved revenue 

performance when compared with prior year. Also, adjustment to the exchange rates of 

N1,400 to 1$ will present a different outcome all together. As the state continues to 

improve its revenue generation and overhead cost reduction, there is need for further 

fiscal adjustment to preserve debt sustainability as the state approaches the debt to 

revenue thresholds of 200%. 

Table 2: Edo State Debt burden indicators as at end-2023 

Indicators Thresholds Ratio 

Debt as % of GDP 25% 12% 

Debt as % of Revenue 200% 190% 
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Debt Service as % of Revenue 40% 5% 

Personnel Cost as % of Revenue 60% 16% 

Debt Service as % of FAAC Allocation Nil 7% 

Interest Payment as % of Revenue Nil 1% 

External Debt Service as % of Revenue Nil 3% 

 

 

4.2 Borrowing Assumptions  

Edo state government intends to finance its new borrowing from 2025 to 2034 mainly 

through Commercial Bank Loans dominated in naira (maturity 1-5 years) with an average  

35% percent interest rate and a grace period of 1 year, Commercial Bank Loans dominated 

in naira (maturity 6 years and above) estimated at 35% percent interest rate with a grace 

period of 2 years, State bonds dominated in naira (maturity 6 years and above) estimated 

at 25% percent interest rate without a grace period, External financing dominated in 

dollar – Concessional financing (maturity 20 years) estimated at 2.5 percent interest rate 

with a grace period of 5 years. 

 

 

 

4.3 Simulation Results and Findings 

Despite the improved revenue flowing to state’s from the FAAC, the volatile revenue 

streams from the Federal allocation, particularly from oil revenue, are subject to 

Interest 

Rate 

(%)

Maturity 

(# of 

years)

Grace (# 

of years) Currency Units 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034

New Domestic 

Financing in Millions 

in Naira

Naira Million

Commercial Bank 

Loans (Maturity 6 years 

or longer)

35% 10 2 Naira Million 41,371.17 59,451.44 67,076.17 65,020.65 74,394.88 107,419.13  144,758.27 167,637.12  216,156.41  316,231.38   

State Bonds (Maturity 6 

years or longer
25% 7 0 Naira Million 39,634.29 44,717.45 71,612.75    210,820.92   

New External 

Financing in Millions 

US Dollars) 

US 

Dollars
Million

External Financing - 

Concessional Loans 

(e.g., World Bank, 

African Development 

Bank)

2% 20 5
US 

Dollars
Million 17.21        30.96        68.93          102.93         

Total Planned 

Borrowing
Naira Million 65,463.8 99,085.7 111,793.6 108,367.7 74,394.9 179,031.9 241,263.8 167,637.1 360,260.7 527,052.3

ANNUAL BORROWING AMOUNT SCHEDULE 
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volatility due to global oil price instability and production challenge. Diversification by 

sub-national government can provide a more stable and sustainable revenue base, 

reduce reliance on unpredictable federal handouts and enhance fiscal sustainability of 

the state. Government is obligated to seek other revenue sources if it will continue to 

meet its social and public objectives regardless of FAAC receipts. Government remains 

committed to using innovative ways to raise the revenues required to finance its 

expenditure and diversifying its revenue sources. The medium-term target is to increase 

the IGR-to-GDP ratio to 3-6%. Higher IGR collections will enable Government to deliver 

public services more effectively, enhance infrastructure investment, and improve 

investment in human capital. 

Edo State Total Revenue (including grants and excluding other capital receipts) is 

expected to increase from N441.6billion in 2025 to N1.24trillion in 2034, representing 

an increase of N805.9billion or 180.7% percent over the projection period. Gross FAAC 

Allocation projected to grow from N335.1billion in 2025 to N825.2billion in 2034, which 

expected to increase by N490.1billion or 146 percent and Grants projected to grow from  

4 billion in 2025 to N6billion in 2034. This conservative position is as a result of our 

inability to project grant receipt for the period 2025 to 2034. The projections were 

sourced from the FY2025 Approved Budget; MTEF, 2025-2027; 2028-2034 projections 

as estimated by the Ministry of Finance. 

The Internally Generated Revenue (IGR)’s tax system will be further strengthened over 

the medium term by improving collection efficiency, enhancing compliance, and 

reorganizing the business practices of revenue agencies in the state as well as employing 

appropriate technology. In addition, continuous efforts are being made to capture 

businesses in the informal sector into the tax net. IGR estimated to grow by 

N313.9billion or 307 percent (from N102.2billion in 2025 to N416.1billion in 2034), over 

the projection period of the FY2025 Approved Budget; MTEF, 2025-2027; 2028-2034 

projections as estimated by the Ministry of Economic Planning & Budget and the 

Ministry of Finance.  
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4.3.1 Projected Expenditure: 

The State is expected to maintain a corresponding relationship between revenue and 

expenditure from 2025 to 2034. As revenue continues to grow, expenditures projections are 

expected to follow the same trajectory with increasing focus on CAPEX. Total expenditure 

projected at N528.93billion in 2025, to N1.8trillion in 2034 respectively. This represents an 

increase of N1.245trillion which is 240.3% percent increase. This indicates stable growth rate. 

Recurrent Expenditures (Debt Service, Overhead and Personnel Cost) estimated to increase 

from N191.3billion in 2025 and N916.4billion in 2034, this represents an increase of 

N725.5billion and a 379 percent growth. Capital Expenditure estimated to increase over the 

projection period from N337.62bilion in 2025 to N857.9billion in 2034 respectively, this 

represents an increase of N520.28bilion or 154 percent growth.   
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4.3.3 Debt stock:  

The state continues to experience modest increase in GDP, satisfactory improvement in IGR, 

increase in Personnel, increase in overhead costs, and increase in Capital Expenditure. The 

increase in projected expenditure increases the debt through Primary Balance. Edo State’s Debt 

Stock estimated to increase from N840billion in 2025 to N2.2 trillion in 2034, representing an 

increase of N1.41tillion or 162 percent over the projection period. External Debt projected to 

grow by N105billion or 17% percent and Domestic Debt to increase by N1.3tillion or 602% 

percent between 2025 and 2034. This significant increase in domestic debt position can be 

attributed to increased reliance in domestic financing due to bottlenecks involved in accessing 

external debts and the exchange rate volatility. However, efforts must be made to improve the 

state’s revenue position to ensure sustainability of its debt portfolio and avoid carrying 

excessive debt.  
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4.3.4 Projected Debt as a share of GDP:  

The projected debt as a share of GDP is shown in chart 21 below. Total debt stock as a share 

of GDP is well below the threshold of 25% between 2025 to 2034 with an average 10%, 

climaxing at 12% 2025 as against the established 25%.  

 

 

 

4.3.5 Projected Debt as a share of Revenue:  

The debt sustainability ratio with regards to debt stock as a share of revenue is shown in chart 
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22 below. Total debt stock as a percentage to revenue is well below the threshold of 200% 

over the projection period with an average of 155% as against 200% between 2025 and 2034, 

as against 200% with the highest ratio featuring in 2025 at 190%. 

 

 
 

4.3.6 Projected Debt Service as a Share of Revenue 
 

The debt sustainability ratio with regards to debt service can be seen in Chart 23. From the 

chart below, the debt service is well below the baseline of 40% from 2025 to 2034 peaking at 

38% in 2034. Although the government is expected to enjoy some relief between 2025 to 

2034, efforts must be made to ensure the state’s ability to generate revenue is maintained.  
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4.3.7 Projected Personnel Cost 
 
The State will be able to maintain an average ratio of personnel cost to revenue of 16% over the 
projected period. This puts the State on a good standing as depicted in Chart 24.  
 

 
 

 
4.3.8 Fiscal Outturns 

 
Chart 26 shows Edo State Fiscal outturns. It shows the gross financing needs as a percentage of the 
State GDP for the period.   
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4.3.9 Main Findings  

The Baseline Scenario results show that the ratio of Debt as % of GDP is projected at 12 

percent in 2025, and 11 percent in 2034 respectively, as against the indicative threshold of 

25 percent. The ratio of Debt as % of Revenue estimated at 190 percent in 2025, and 180 

percent in 2034 respectively, the ratio of Debt as % of Revenue remain below the threshold 

200% over the projection period. Meanwhile, the ratios of Debt Service to Revenue of 5 

percent in 2025 and 38 percent 2034 raises concern for 2034 where the state approached 

the established threshold of 40 percent. Personnel Cost to Revenue 16 percent in 2025 and 

16 percent in 2034 is below the threshold of 60 percent over the projection period. (see 

charts below) 
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4.4 DSA Sensitivity Analysis (Shock Analysis) 

As a subnational within the larger economy of Nigeria, Edo State faces important sources of 

fiscal risks associated to the possibility of adverse country wide macroeconomic conditions and 

the underperformance of the State’s revenue and expenditure policies. A sensitivity analysis is 

undertaken considering macroeconomic shocks and policy shocks to evaluate the robustness 

of the sustainability assessment for the baseline scenarios discussed in the previous sub-

sections. When considering both macroeconomic and policy shocks, it is assumed that external 
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and domestic borrowings cover any revenue shortfall and additional expenditure relative to 

the baseline scenario discussed earlier. 

The 2025 DSA analysis shows that Edo state remains at moderate risk of debt distress under 

sensitivity in the medium term. The State DSA analysis shows deterioration related to revenue 

shocks, expenditure shocks, exchange rate shocks and interest rate shocks that would lead to 

increase Gross Financing Needs over the projection period. The shocks applied remained 

within the threshold of 25% from 2025 to 2034 under total debt as a percentage of SGDP. 

Under shock revenue and expenditure. The shock remained within the threshold of 200% 

under Total debt as a percentage of revenue from 2024 to 2029 with the highest ratio being 

193% in 2027 and 2029. However, the threshold was breached from 2030 to 2034 under shock 

revenue, with the highest bridge of 294% occurring in 2034 (94% above threshold) and shock 

expenditure exceeding the threshold by 66%. There is a need for the authorities to fast-track 

efforts aimed at further diversifying the sources of revenue away from crude oil (FAAC), as well 

as implement far- reaching policies that will boost IGR generation in the state and other cost 

cutting measures. This has become critical, given the continued volatility in the FAAC allocation 

and increasing cost of debt. 
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5.0 Conclusions 

Edo State DSA result shows that, the State remains at the moderate Risk of Debt Distress in 

the medium term. The State's fiscal health continues to be most vulnerable to key metrics, 

including the Debt Service-to-Revenue ratio, Total Debt as a percentage of State GDP (SGDP), 

and Total Expenditure as a percentage of Revenue. These indicators reveal a fundamental 

structural issue: growth in the state's aggregate economic output does not translate into a 

proportional increase in government revenue. 

This disconnect underscores the urgent need for the state government to accelerate initiatives 

that diversify revenue sources away from the volatile crude oil-dependent FAAC allocations. 

Concurrently, it is critical to implement comprehensive policies designed to significantly 

bolster Internally Generated Revenue (IGR). This strategic shift is imperative to insulate the 

state's finances from the continued unpredictability of federal allocations. 
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CHAPTER FIVE 

DEBT MANAGEMENT STRATEGY  

 

5.0 Introduction  

 

Debt management strategy refers to the framework a borrower uses to minimize the cost and 

risks associated with their debt obligations. It's essentially a roadmap for navigating the 

financial complexities of debt, ensuring it is manageable and sustainable in the long run 

 

Public debt management is the process of establishing and executing a strategy for managing 

the government debt in order to raise the required amount of funding at the lowest possible 

cost over the medium to long term, consistent with a prudent degree of risk. Edo State 

Medium-Term Debt Management Strategy (MTDS), 2024 – 2029, is formulated to guide Edo 

State Government’s borrowing activities to achieve financing risk and cost objectives and other 

goals in the medium term. The strategy document compares alternative funding strategies 

available to government as it pursues its objectives, Evaluates the cost-risk tradeoffs associated 

with different strategies.  

 

The Debt Management Strategy provides alternative strategies to meet the financing 

requirements for Edo State. The strategies are shown by the breakdown of the funding mix 

(domestic debt and external debt) and within the broad categories of domestic and external, 

the share of each conventional instrument has also been illustrated. The following four 

strategies are assessed by the government. The Edo State Debt Management Strategy, 2024-

2029, analyses the debt management strategies outcomes of the three debt management 

performance indicators namely Debt Stock to Revenue, Debt Services to Revenue, and Interest 

to Revenue. The cost is measured by the expected value of a performance indicator in 2029, 

as projected in the baseline scenario. Risk is measured by the deviation from the expected 

value in 2029 caused by an un-expected shock, as projected in the most adverse scenario 

before arriving at the strategy with the lowest risk and cost after considering other qualitative 

factors.  
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5.1 Alternative Borrowing Options 

 

Edo state’s debt management strategy is to ensure that the government's financing needs 

and payment obligations are met at the lowest possible cost, within an acceptable degree of 

risk, and to maintain a structured debt level. Four (4) Alternative Strategies were formulated 

and their Cost and Risk implications on the Total Public Debt portfolio were analyzed. The four 

(4) Strategies are as follows: 

 

Strategy 1 (S1):  Baseline: : Maximize external and domestic borrowings at a 40:60 proportion 

The proportion of external borrowing in this strategy is based on the indicative concessional 

lending from multilateral development banks, such as the African Development Bank (AfDB) and 

World Bank at 2.5% interest rate, 5 years moratorium. The strategy assumes that the financing 

needs that are sourced from external concessional borrowings and domestic sources will be at a 

40:60 proportion. The strategy is aimed at having higher domestic borrowings and will consist of 

Commercial Bank Loans (maturity 6 years or longer, at 35% interest rate, 2-year moratorium 

including Agric Loans, Infrastructure Loans, and MSMEDF), and State Bonds (maturity 6 years or 

longer at 25% interest rate, zero moratorium). The strategy also considered the bottlenecks 

involved in accessing external concessional borrowing hence, projects assessment of external 

concessional borrowings at best once in three (3) years.  

 

Strategy 2 (S2): Maximize Domestic Borrowing, taking advantage of discounted interest rates 

The strategy envisages meeting 100% of the funding requirements from domestic sources. 

The proportion of external borrowing in this strategy is zero. The strategy assumes the 

maximization of domestic borrowings and will consist of Commercial Bank Loans (maturity 

6 years and above, at 35% interest rate, 2-year moratorium including Agriculture Loans, 

Infrastructure Loans, and MSMEDF) 

 

Strategy 3 (S3): Maximize the use of State Government Bond 

The strategy envisages meeting 100% of the funding requirements from domestic sources 

through the issue of State Government Bond of 6 – 10 years maturity period at 25% 

interest rate, with zero-year moratorium. The proportion of external borrowing in this 

strategy is zero.  

 

Strategy 4 (S4): Maximize External Borrowing  
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The strategy envisages meeting 100% of the funding requirements from external 

borrowings through concessional lending from multilateral development banks, such as 

the African Development Bank (AfDB) and World Bank at a 2.5% interest rate, 5-year 

moratorium with 20-year and above maturity. The proportion of domestic borrowing in 

this strategy is zero.  
 

5.2 DMS Simulation Result  

Analysis of strategies & outcomes of the analysis. The cost risk trade-off charts illustrates the 

performance of the alternative strategies with respect to four debt burden indicators. 

5.2.1 Debt as a Percentage of Revenue: 

➢ Strategy 4 shows the Cost ratio of Debt to Revenue estimated to decline from 190.3 

percent in 2025 to 108.5 in 2029 representing 81.8% percent decline as against Strategy 

3 (134.6 percent), Strategy 1 (136.9 percent) and Strategy 2 (149.7 percent), over the 

DMS period of 2029, compared with the Risks measured of Strategy 4 (52.9 percent), 

Strategy 3 (55.8 percent), Strategy 1 (56.1 percent) and Strategy 2 (57.5 percent), 

respectively. 

➢ Analysis using this debt indicator of debt to revenue shows that S4 is the strategy with 

the least cost and risk which was estimated at 108.5 percent and 52.9 percent 

compared to Strategy 3 (134.6 percent and 55.8 percent) Strategy 1 (136.9 percent and 

56.1 percent) and strategy 2 (149.7 percent and 57.5 percent) representing the costliest 

of the four (4) strategies which concentrated on commercial bank loan over the DMS 

period of 2024-2029. 
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5.2.2 Debt Service as a Percentage of Revenue: 

5.3 In terms of Debt Service to Revenue, Strategy 4 has the lowest costs of 0.3 percent  in 

2025 to 0.2 percent in 2029 and all four strategies earing the same risk level of 0.1 

percent compared to Strategy 1 (costs at 1.2 percent and risks at 0.1 percent), Strategy 
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3 (costs at 1.4 percent and risks at 0.1 percent) and Strategy 2 (costs at 1.6 percent and 

risks at 0.1 percent), respectively, as at the end of the strategic period of 2029. 

5.4 Strategy 4 has the lowest costs at 0.4 percent and minimum risks at 0.1 percent under 

the Debt Service to Revenue, followed by Strategy 1 costs at 1.2 percent and risks at 

0.1 percent. Strategy 3 has 1.4 % as cost and 1% risk. But the Strategy 2 is the costliest 

but with the same level of risk at 1.6% cost with a 0.1% risk level. S2 projects 100% 

reliance on domestic financing using commercial bank loans.  
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5.2.3 Interest as a percentage of Revenue 

5.3 Strategy 4 is the strategy with the least costs with regard Interest to Government revenues, which 

is projected to decline from 1.4 in 2025 to 1.2 in 2029 with Risks at 2.3 percent, whilst Strategy 2 

and strategy 1 are the most costly and risky strategy at 18.7 percent and 12.7 percent, compared 

to Strategy 3 with moderate costs and risks of 11.5 percent and 3.5 percent as at end of the 

strategic period of 2029. 

 

5.4 The ratios of Interest as percent of Revenue analysis shows that S4 yield the lowest costs and risks 

due to high external financing, as the external debt service terms requirement has low interest rate, 

longer maturity and grace period in concessional external financing. Compared to S3 with the 

moderate costs and risks. While S2 and S1 are the most costly and risky strategy. 
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5.4.3 DMS Assessment 

In arriving at the preferred strategy, emphasis was not solely based on the quantitative Analytical Tool 

assessment of all four strategies but also we took into consideration other qualitative factors, such as 

ability to implement the chosen strategy successfully in the medium-term. Therefore, although the 

Analytical Tool’s results of costs and risks would suggest that the recommended strategy be S4 these 

results were just marginally better when compared with Strategy S3 and Strategy 1. Strategy 1 was 

considered as the most feasible of the strategies to implement in the short to medium-term and it 

would still greatly improve the portfolio’s position relative to the base year 2025.  

In comparison to the current debt position, Edo State debt portfolio stood at N840billion as at end-

2025, which is expected to increase to N2.2tillion in 2034 under Strategy 1, compared to Strategy 2 

(N3.2 trillion), Strategy 3 (N2 trillion), and Strategy 4 (N1.3 trillion). In addition to this, the cost/risk 

trade-offs are considered. 

 

5.4.3.1 Debt Stock to Revenue 

 

S/NO STRATEGY RANKING  

1 Strategy 4 1st 

2 Strategy 3 2nd 

3 Strategy 1 (Baseline) 3rd 

4 Strategy 2 4th 
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Chart 42. Cost-Risk Trade Off 
(Cost in vertical axis, Risk in horizontal axis)
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5.4.3.2 Debt Service to Revenue 

 

S/NO STRATEGY RANKING  

1 Strategy 4 1st 

2 Strategy 3 2nd 

3 Strategy 1 (Baseline) 3rd 

4 Strategy 2 4th 

 

5.4.3.3 Interest to Revenue 

 

S/NO STRATEGY RANKING  

1 Strategy 4 1st 

2 Strategy 3 2nd 

3 Strategy 1 (Baseline) 3rd 

4 Strategy 2 4th 

 

Haven compared the various indicators of debt stock, debt service and interest to revenue, 

strategy 4 which is to use 100% external financing, is the strategy with the lowest cost and risk 

followed by Strategy 3 which is to use 100% domestic bond as against the baseline strategy S1.  

 

From the analysis above, strategy 4 is a preferred option followed by strategy 3. However, strategy 1 

which is the state’s current public debt portfolio is a mix of domestic debt and external debt which 

includes the use of domestic bond. Currently, the state is facing financial losses arising from exchange 

rate loss which currently stands at over N23b as at end of 2020 and additional N5B as at end of 2021, 

5.1b in 22 and over N20B IN 2023 and 2024. Based on the current scenario, the state is now faced with 

the option of optimizing. Also, the inability of the state to consistently secure the required amount of 

debt through the Nigerian bond market places significant challenge on the adoption of strategy 3. The 

current strategy though has external debt portion, has a lower cumulative cost effect. The state will stick 

to its current debt portfolio which is strategy 1 In order to continually mitigate future adverse risk.  

 

The Edo State Government has carried out the following reforms with regards to revenue mobilization: 

 

i. Enumeration of properties within the state for the purpose of improving property 

tax 
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ii. Passing of Edo State Revenue Administration Law to set the pace for the reform of 

the State Board of Internal Revenue to reposition it for service delivery and optimal 

performance.  

iii. Passage of Public Financial Management and Fiscal Responsibility Law in 2018  

iv. The re-enactment of Edo state audit law 

v. Enumeration of Taxpayers and Businesses with a view to expanding the tax net 

vi. Automation of Revenue Administration with the Edo State Revenue Administration 

System (ERAS). 

vii. Introduction of Revenue Scratch Card Scheme for the informal & mobile sector to 

eliminate physical cash transactions and block leakages. 

viii. Ban on all 3rd party involvement in IGR collection across the State 

ix. Passing of Local Government Revenue Harmonization Law to make for uniform 

Levies, Rates, Fees & Charges across Local Government Councils in the State. 

x. Introduction of Tax-for-Service Scheme for the informal/self-employed sector with 

Unions/Association 

xi. Back Duty Audit of Tax paying agencies 

xii. Provision of Infrastructure for revenue drive 

xiii. The State has also embarked on a number of reforms that has led to rationalization 

of its expenditure as follows: 

a. Introduction of the State’s Treasury Single Account (TSA) which has led to 

blocking of leakages in its revenue profile 

b. Rationalization of approval processes restricting approval of recurrent 

expenditure to the SSG and HoS 

c. Strict budgeting controls 

d. Biometric enrollments of State Civil Servants and Pensioners  

xiv. The state government is currently working on a unified overhead policy for the state 

that is aimed at reducing recurrent expenditures  

xv. Introduction of electronic governance (e-gov) to ease systems and processes.  

The Debt Management Strategy, 2025-2029 represents a robust framework for prudent debt 

management, as it provides a systematic approach to decision-making on the appropriate composition 

of external and domestic borrowing to finance the 2025 budget. The cost-risk trade-off of alternative 

borrowing strategies under the DMS has been evaluated within the medium-term context. 
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ANNEXURES 

1. Table of Assumptions 
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1. Baseline Projections (S1 TABLE) 
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2. Baseline Projections (S2 TABLE) 
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3. Baseline Projections (S3 TABLE) 
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4. Baseline Projections (S4 TABLE) 
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