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This study investigates the relationship between fiscal restructuring and economic growth in Nigeria over the period 1986–2024. Real Gross Domestic Product (GDP) serves as the dependent variable, while the independent variables include the tax-to-GDP ratio, total debt as a percentage of government revenue, and fiscal balance (revenue minus expenditure). Data were sourced from the Central Bank of Nigeria Statistical Bulletin and analyzed using the Error Correction Model (ECM). The findings indicate that the tax-to-GDP ratio exerts a statistically significant negative impact on economic growth. While total debt relative to government revenue exhibits a positive relationship with growth, the effect is not statistically significant. Fiscal balance, conversely, has a significant negative effect on economic growth. These results suggest persistent fiscal imbalances, underscoring the limited effectiveness of Nigeria’s fiscal restructuring efforts in fostering sustainable growth. The study recommends enhancing revenue mobilization through tax base expansion, aligning debt management with fiscal capacity, and implementing prudent expenditure policies to achieve macroeconomic stability and promote long-term economic growth.
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1. INTRODUCTION
Nigeria, Africa’s most populous country and largest economy, has long grappled with the challenges of achieving sustainable economic development, largely shaped by its dependence on crude oil. The period from 1986 to 2023 represents a transformative era in the nation’s economic history, marked by repeated attempts at fiscal restructuring. These efforts aimed to improve tax administration, enhance fiscal transparency, strengthen financial governance, and ultimately foster poverty reduction, macroeconomic stability, and inclusive growth. Despite these reforms, the anticipated economic gains have frequently failed to materialize, raising critical questions regarding the effectiveness of fiscal restructuring in driving long-term economic performance (Ijirshar et al., 2023).
Before 1986, Nigeria’s economy was heavily reliant on oil revenues, a condition often described as the "Dutch Disease." The oil boom of the 1970s led to the neglect of the agricultural sector, which had traditionally underpinned the economy (IMF, 2025). This overdependence on a single commodity rendered the economy particularly vulnerable to external shocks, as evidenced by the sharp decline in global oil prices during the early to mid-1980s (World Bank, 2024). The resulting economic crisis was characterized by negative GDP growth, declining per capita income, a worsening balance of payments position, dwindling external reserves, rising external debt, high inflation, and unemployment. These macroeconomic imbalances were further exacerbated by persistent budget deficits, an overvalued exchange rate, an import-dependent production and consumption pattern, and a bloated and inefficient public sector (Business Day Nigeria, 2025; IMF eLibrary, 2024).
In response to the deepening crisis, the Nigerian government, under General Ibrahim Babangida, adopted the Structural Adjustment Programme (SAP) in 1986. Designed in collaboration with the International Monetary Fund (IMF) and the World Bank, SAP sought to restructure the economy by altering its consumption and production patterns and reducing dependence on oil exports and imported goods (IMF, 2025). Core fiscal measures under SAP included exchange rate liberalization and currency devaluation, trade liberalization through the removal of import and export restrictions, the elimination of price controls and subsidies, particularly on petroleum products, privatization and commercialization of state-owned enterprises, and the promotion of fiscal discipline through budget balancing and expenditure rationalization (Business Day Nigeria, 2025).
The outcomes of SAP were mixed. On one hand, the program led to improved foreign exchange availability and initial gains in agricultural and industrial output. On the other hand, it also triggered adverse effects, including heightened inflation, increased poverty, rising external debt, and significant de-industrialization and job losses (Research Gate, 2017). Nonetheless, SAP laid a foundational framework for subsequent reform efforts by underscoring the need for fiscal prudence and economic diversification.
Post-SAP, successive Nigerian administrations continued to face persistent fiscal challenges. Various restructuring initiatives were introduced, such as reforms in public expenditure management aimed at enhancing allocative efficiency, redirecting spending toward critical infrastructure and human capital development, and stimulating productive sectors. However, these measures often involved increased domestic borrowing, which in some cases crowded out private sector investment (Ugwuoke, Ogu & Ugwuoke, 2022). Moreover, structural issues such as corruption, institutional weaknesses, and continued exposure to global oil price volatility undermined the effectiveness of fiscal policies and constrained progress toward economic diversification and poverty alleviation (IMF, 2003).
Given the recurring nature of these fiscal challenges, it becomes imperative to critically evaluate the long-term impact of fiscal restructuring on Nigeria’s economic growth. This study aims to investigate the extent to which fiscal reforms have influenced real GDP, identify key fiscal variables affecting economic performance, and assess the sustainability and effectiveness of fiscal restructuring policies implemented over the past 37 years.
1.2 Statement of the Problem
Despite decades of fiscal reforms aimed at enhancing revenue generation, controlling public expenditure, and ensuring debt sustainability, Nigeria’s economy continues to underperform. Persistent issues such as revenue shortfalls, rising public debt, corruption, and inefficient fiscal management raise concerns about the effectiveness of these restructuring efforts (Onifade et al., 2020). Recent fiscal reforms under the Tinubu administration, including subsidy removal, exchange rate liberalization, and tax reform, have yet to yield substantial growth dividends. Public debt has surged, debt servicing now absorbs a significant portion of government revenue, and inflation has reached multi-decade highs, further eroding fiscal stability.
Although capital spending has reportedly increased, the pressure from recurrent expenditure and social obligations continues to constrain developmental investment. Moreover, fiscal redistribution mechanisms remain weak, as evidenced by the limited impact of social intervention programs. These realities underscore the need for a comprehensive evaluation of the long-term impact of fiscal restructuring on economic growth in Nigeria. This study, therefore, seeks to assess whether fiscal reforms implemented between 1986 and 2024 have meaningfully contributed to macroeconomic stability and sustainable growth.
1.3 Research Objectives
This study aims to critically examine the impact of fiscal restructuring on Nigeria’s economic growth over the period 1986 to 2023. Specifically, the study seeks to:
1. Assess the relationship between the tax-to-GDP ratio and economic growth in Nigeria;
2. Analyze the impact of total debt, as a percentage of government revenue, on economic growth;
3. Investigate the effect of fiscal balance (revenue minus expenditure) on Nigeria’s economic growth.
1.4 Research Questions
To guide the investigation, the study addresses the following questions:
1. What is the nature of the relationship between tax-to-GDP ratio and Nigeria’s economic growth?
2. To what extent has total debt as a percentage of government revenue influenced economic growth in Nigeria?
3. How has fiscal balance affected the country’s economic growth over the study period?
1.5 Significance of the Study
This study contributes to the growing literature on fiscal policy and macroeconomic management by empirically assessing the impact of fiscal restructuring on economic growth in Nigeria. The findings offer valuable insights for policymakers by highlighting the effectiveness and limitations of past fiscal strategies, thereby guiding the formulation of more robust and sustainable fiscal policies. Additionally, the study serves as a useful resource for scholars, economists, and development practitioners interested in the fiscal-growth nexus within developing economies. Importantly, it provides evidence-based recommendations to enhance fiscal transparency, improve resource allocation, and strengthen public financial management for inclusive and stable economic growth.
1.6 Scope of the Study
The study focuses on Nigeria and covers the period from 1986 to 2024, a timeframe that encompasses key fiscal policy shifts, including the Structural Adjustment Programme (SAP), debt relief initiatives, subsidy reforms, and recent restructuring under the Tinubu administration. It specifically examines the influence of three key fiscal indicators tax-to-GDP ratio, debt-to-revenue ratio, and fiscal balance on real GDP, providing a comprehensive evaluation of fiscal restructuring over nearly four decades.

2. LITERATURE REVIEW
2.1 Conceptual Framework
Fiscal policy refers to government decisions on taxation, expenditure, and borrowing aimed at influencing macroeconomic outcomes such as growth, inflation, employment, and poverty reduction. In Nigeria, fiscal policy has played a central role in addressing economic imbalances, particularly due to the country’s structural reliance on oil revenue, narrow tax base, and inefficiencies in public spending (Ukangwa et al., 2023).
Fiscal restructuring encompasses reforms in taxation, public expenditure management, and debt sustainability, often pursued to enhance macroeconomic stability and stimulate long-term growth. Since 1986, Nigeria has undergone multiple waves of fiscal restructuring, beginning with the Structural Adjustment Programme (SAP), followed by debt relief initiatives, fiscal responsibility frameworks, and recent reforms under the Tinubu administration, including subsidy removal, exchange rate unification, and renewed domestic revenue mobilization efforts.
Key components of fiscal restructuring include:
· Tax reforms to expand the tax base and improve collection efficiency;
· Expenditure rationalization to prioritize capital investments;
· Debt restructuring to manage sustainability and reduce service burdens;
· Real GDP as the central indicator of macroeconomic performance, reflecting the growth impact of fiscal policy interventions.
Despite repeated reform efforts, Nigeria continues to face challenges such as high debt servicing, weak revenue generation, inflationary pressures, and inefficiencies in public financial management.
2.2 Theoretical Framework
The study is anchored on two key theoretical perspectives:
· Keynesian Theory of Fiscal Policy advocates for active government intervention during economic downturns through increased public spending and deficit financing to boost aggregate demand. In Nigeria, this theory supports expansionary fiscal policies such as capital investment and targeted subsidies, although the impact has often been limited by leakages, weak institutions, and rising debt burdens (IMF, 2024; Brito & Vasconcelos, 2024).
· Wagner’s Law of Increasing State Activity posits that public expenditure naturally expands as economies grow. In Nigeria, however, expenditure has often outpaced revenue growth, leading to persistent deficits and debt accumulation highlighting the need for improved fiscal discipline and governance (Murthy, 2022).
These theories underscore the importance of both cyclical and structural dimensions of fiscal policy in shaping economic performance.
2.3 Empirical Literature
Empirical studies offer mixed evidence on the impact of fiscal restructuring on economic growth in Nigeria and other developing economies:
· Ukangwa et al. (2023) found a negative relationship between public debt, tax revenue, and GDP, while government expenditure had a positive impact.
· Ijirshar et al. (2023) highlighted that government expenditure significantly influences growth, moderated by oil and non-oil revenue.
· Ugwuoke et al. (2022) reported that total government revenue and external debt positively affected growth, whereas domestic debt and fixed capital formation had negative effects.
· Udo et al. (2022) observed that recurrent expenditure positively influenced GDP, while fiscal deficits lacked significant long-term impact.
· Onifade et al. (2020) and Adegboyo et al. (2021) found inconsistent short-run and long-run effects of fiscal policy, suggesting that capital expenditure can enhance growth, but recurrent spending often hinders it.
Studies from other contexts, such as Pamba (2022) in South Africa, similarly report that government expenditure and deficits can negatively affect long-run growth, underscoring the universal challenge of aligning fiscal policy with developmental outcomes.
In summary, while fiscal restructuring is theoretically and empirically linked to economic performance, its effectiveness in Nigeria has been constrained by structural inefficiencies, governance issues, and external shocks. This study seeks to contribute to the debate by empirically evaluating the impact of key fiscal indicators tax-to-GDP ratio, debt-to-revenue ratio, and fiscal balance on Nigeria’s real GDP over the 1986–2024 period.

3. RESEARCH METHODOLOGY
3.1 Research Design
This study adopts a quasi-experimental research design, utilizing secondary time-series data to analyze the causal relationship between fiscal restructuring variables and economic growth in Nigeria from 1986 to 2023. The design is appropriate given the non-manipulative nature of the data and the focus on historical trends and policy impacts.
3.2 Model Specification
To empirically examine the relationship between fiscal restructuring and economic growth, the study specifies the following functional model:
RGDP = f (TAX-GDP, DBT-REV, FISCB) 						(3.1)
The corresponding log-linear multiple regression equation is formulated as:

			(3.2)
Where:
· RGDP = Real Gross Domestic Product (proxy for economic growth)
· TAX_GDP = Tax revenue as a percentage of GDP
· DBT_REV = Total debt as a percentage of government revenue
· FISCB = Fiscal balance (total revenue minus total expenditure)
· β₀ = Constant term
· β₁, β₂, β₃ = Coefficients of the independent variables
· μₜ = Stochastic error term
· t = Time period (1986–2024)
3.3 A Priori Expectations
Based on economic theory, the coefficients are expected to exhibit the following signs:


That is, improvements in tax performance, debt sustainability, and fiscal balance are expected to positively influence real GDP.
3.4 Data Sources
The study utilizes annual time-series data obtained from the Central Bank of Nigeria (CBN) Statistical Bulletin, 2024 edition. Fiscal indicators, including tax-to-GDP ratio, debt-to-revenue ratio, and fiscal balance, were computed by the researcher using raw data extracted from official CBN records.
3.5 Method of Data Analysis
The study employs an Error Correction Model (ECM) to estimate both short-run dynamics and long-run relationships among the variables. The ECM approach is appropriate as it accounts for potential non-stationarity and cointegration among the series (Egbulonu, 2019). The analysis proceeded through the following econometric steps:
1. Unit Root Test: Conducted to determine the stationarity properties of the variables using standard tests (Augmented Dickey-Fuller).
2. Johansen Cointegration Test: Applied to verify the existence of a long-run equilibrium relationship among the variables, based on Trace and Maximum Eigenvalue statistics.
3. Error Correction Estimation: Estimated to capture the short-run adjustment dynamics toward long-run equilibrium.
3.6 Hypothesis Testing
The study tests the following null hypotheses:
· H₀₁: Tax-to-GDP ratio has no significant effect on economic growth.
· H₀₂: Debt-to-revenue ratio has no significant effect on economic growth.
· H₀₃: Fiscal balance has no significant effect on economic growth.
Both t-tests (for individual parameter significance) and the F-test (for joint significance) are employed. Statistical significance is assessed at the 5% level; thus, a p-value < 0.05 leads to rejection of the null hypothesis.
4. RESULTS AND FINDINGS
4.1 	Data Analysis		
Table 1 reports the results of the unit test using the Augmented Dickey Fuller (ADF) unit root test. The test is summarized as follows:
4.2.1	Unit Root Test
Table 2: Summary of Unit Root Test Result
	
	ADF Test statistics
	

	Variable
	At Level
	1st Difference
	Decision
	Order of Integration

	RGDP
	-1.567851
	-3.456743
	Stationary at 1st difference
	I(1)

	TAX-GDP
	0.567896
	-5.344678
	Stationary at 1st difference
	I(1)

	DBT-REV
	-0.657966
	-6.829805
	Stationary at 1st difference
	I(1)

	FISCB
	-1.366728
	-7.345678
	Stationary at 1st difference
	I(1)

	Critical value at 5% level = -2.945842


Source: Researchers’ Computation using E-Views 9.0
The unit root test results indicate that all variables become stationary after first differencing, suggesting they are integrated of order one, I(1). Given this outcome, it is appropriate to proceed with testing for the existence of a long-run equilibrium relationship among the variables.
4.2.2	Johansen Cointegration Test
Table 3: Johansen Cointegration Test Results
	Trace Statistic
	Max-Eigen Statistic

	Hypothesized No of CE (S)
	Eigen-Value
	Trace statistics
	5% Crit. Value
	Prob**
	Max-Eigen statistics
	5% Crit. value
	Prob**

	None**
	 0.797909
	 129.3795
	 95.75366
	 0.0000
	 57.56533
	 40.07757
	 0.0002

	At Most 1**
	 0.619562
	 71.81418
	 69.81889
	 0.0344
	 34.79157
	 33.87687
	 0.0388

	At Most 2
	 0.421064
	 37.02262
	 47.85613
	 0.3465
	 19.67628
	 27.58434
	 0.3639

	At Most 3
	 0.240809
	 17.34633
	 29.79707
	 0.6144
	 9.918070
	 21.13162
	 0.7523


Source: Researchers’ Computation using E-view 9
The Johansen cointegration test results, as shown in Table 3, reveal that both the Trace and Max-Eigen statistics confirm the presence of two (2) cointegrating equations at the 5% significance level. This indicates the existence of a long-run equilibrium relationship among the variables, suggesting that fiscal restructuring has long-term implications for Nigeria's economic growth.
4.2.3	Error Correction Model Estimation
Table 4: Error Correction Model Result
	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.  

	C
	-4.031542
	2.806441
	-1.436532
	0.1764

	TAX-GDP
	-2.114246
	1.004205
	-2.105393
	0.0450

	DBT-REV
	2.485860
	2.737121
	0.908202
	0.3816

	FISCB
	-8.071523
	2.244825
	-3.595614
	0.0037

	ECM(-1)
	-0.292965
	0.089430
	-3.275914
	0.0000

	R-squared
	0.911214
	           F-statistic
	21.07286

	Adjusted R-squared
	0.900853
	           Prob(F-statistic)
	0.000000

	Durbin-Watson stat
	1.942133
	
	


Source: Researcher’s Computation using E-views9
[bookmark: _Toc526230596]The results from the Error Correction Model (ECM) indicate that the tax-to-GDP ratio has a statistically significant negative relationship with economic growth. Specifically, a one-unit increase in the tax-to-GDP ratio leads to a 2.114-unit decline in real GDP, holding other factors constant. This suggests that the current structure or efficiency of taxation in Nigeria may be inhibiting economic activity.
Likewise, the fiscal balance variable also exhibits a negative coefficient, indicating that an increase in fiscal deficits (or a worsening fiscal balance) reduces economic growth by approximately 8.0715 units. This underscores the presence of fiscal imbalances in Nigeria, which have contributed to the erosion of real GDP over time.
In contrast, the debt-to-revenue ratio shows a positive but statistically insignificant impact on economic growth. A unit increase in this variable is associated with a 2.486-unit rise in real GDP. Although this suggests a potential growth-enhancing role of debt when aligned with revenue, the lack of statistical significance implies the relationship is weak or inconsistent.
The ECM coefficient is estimated at -0.293, indicating that approximately 29.3% of the deviation from long-run equilibrium is corrected each year. This means that fiscal restructuring variables adjust to restore equilibrium in economic growth at a moderate pace, reinforcing the existence of a stable long-term relationship among the variables.
4.2	Post-Estimation Test Results
Table 5: Diagnostic Tests 
	S/N
	Test 
	p-value
	Decision 

	1.
	Breusch-Godfrey serial correlation LM test
	0.2128
	No serial correlation.

	2.
	Durbin Watson Statistic
	1.9421
	No Autocorrelation

	3.
	Breusch-Pagan-Godfrey Heteroscedasticity Test 
	0.9523
	No Heteroscedasticity

	4.
	CUSUM Test
	Within bands of 5% significance level
	Stable

	5.
	Normality (Residual) Test 
	Skewness: -0.951574 
Kurtosis: 3.348892
Jarque-Bera: 5.459658 (p=0.0652) 
	Series are not normally distributed. 

	6.
	R-squared
	0.9112 (91.12%)
	High explanatory coefficient


Source: Extracted from E-Views 9.0 output (See Appendix)
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	Obs*R-squared
	2.005909
	    Prob. Chi-Square(2)
	0.0700

	
	
	
	
	

	
	
	
	
	




Figure 1: The CUSUM Test

The post-estimation diagnostic tests presented in Table 5 and Figure 1 confirm the overall robustness of the model. The Breusch-Godfrey Serial Correlation LM test indicates the absence of serial correlation in the error terms, as evidenced by its p-value. Similarly, the Durbin-Watson (DW) statistic, which is closer to 2 than 0, further supports the lack of autocorrelation in the residuals.
The Breusch-Pagan-Godfrey test for heteroscedasticity suggests that the variance of the error terms remains constant throughout the sample period, confirming homoscedasticity based on the reported p-value. However, the Jarque-Bera test for normality reveals that the residuals deviate from the normality assumption, indicating non-normal distribution of errors.
The Cumulative Sum (CUSUM) test supports the structural stability of the model over the sample period, as the CUSUM line remains within the 5% critical bounds, confirming that the model is stable and suitable for forecasting purposes.
Finally, the adjusted R-squared value of 0.9112 implies that approximately 91.12% of the variation in real GDP is explained by the fiscal restructuring variables included in the model, indicating a strong explanatory power and good model fit.
4.3	Test of Research Hypotheses
Test of Hypothesis One
H₀₁: 	Tax-to-GDP ratio has no significant effect on economic growth of Nigeria.
t-statistic = -2.1054 (p-value = 0.0450)
t-table = t0.025,31 = 1.960
Decision Rule: Since the t-statistic is greater than the t-table value at 5% level of significance, we reject the null hypothesis and conclude that tax-to-GDP ratio has significant effect on economic growth of Nigeria. The negative coefficient means that tax-to-GDP ratio decreases economic growth of Nigeria significantly.
Test of Hypothesis Two
H₀₂: 	Total debt as percentage of government revenue has no significant relationship with economic growth of Nigeria.
t-statistic = 0.9082 (p-value = 0.3816)
t-table = t0.025,31 = 1.960
Decision Rule: The t-statistic is less than the t-table value at 5% level of significance; therefore, we accept the null hypothesis and conclude that total debt as percentage of government revenue has no significant relationship with economic growth of Nigeria. The positive coefficient means that total debt as percentage of government revenue increases economic growth but the increase is not statistically significant.
Test of Hypothesis Three
H₀₃: 	There is no significant effect of fiscal balance (revenue less expenditure) on Nigeria’s economic growth.
t-statistic = -3.5956 (p-value = 0.0037)
t-table = t0.025,31 = 1.960
Decision Rule: Since the t-statistic is greater than the t-table value at 5% level of significance, the null hypothesis is rejected and the study concludes that there is significant effect of fiscal balance (revenue less expenditure) on Nigeria’s economic growth. The negative coefficient means that fiscal balance decreases economic growth significantly.
4.4	Discussion of Findings
This study examined the relationship between fiscal restructuring and economic growth in Nigeria using the Error Correction Model (ECM) approach, covering the period from 1986 to 2024. The time series properties of the data were first assessed using the Augmented Dickey-Fuller (ADF) unit root test, which confirmed that all variables were integrated of order one, I(1). This outcome necessitated the application of the Johansen cointegration test to determine the existence of a long-run equilibrium relationship among the variables. The results confirmed the presence of a long-run relationship between fiscal restructuring indicators and economic growth.
The ECM results revealed a speed of adjustment coefficient of -0.293, implying that approximately 29.3% of deviations from long-run equilibrium are corrected annually. The negative and significant coefficient affirms that the system adjusts back to equilibrium after short-term shocks.
In the short-run dynamics, the tax-to-GDP ratio was found to have a statistically significant and negative impact on economic growth. Specifically, a unit increase in the tax-to-GDP ratio leads to a 2.114-unit decrease in real GDP. This suggests that Nigeria’s tax system may be inefficient or excessively burdensome, resulting in a drag on economic activity. These findings align with the conclusions of Ukangwa et al. (2023), who also observed a negative relationship between tax revenue and GDP. The result may reflect excessive tax exemptions, compliance challenges, or high costs associated with tax administration.
Debt-to-revenue ratio exhibited a positive but statistically insignificant impact on economic growth, indicating that while borrowing may have supported economic activities during the study period, it was not a major driver of growth. This finding is consistent with the results of Ugwuoke et al. (2022) and Onifade et al. (2020), who observed that debt, when managed prudently in relation to revenue, can positively influence economic output.
Fiscal balance (defined as total revenue minus total expenditure) showed a significant negative effect on economic growth, implying persistent fiscal deficits over the period. This suggests that government expenditure consistently exceeded revenue, contributing to macroeconomic instability and lower growth. This outcome supports the findings of Pamba (2022), Udo et al. (2022), and Adegboyo et al. (2021), who also highlighted the adverse implications of fiscal imbalances on growth. However, it contrasts with Maku (2015), whose study based on older data found a positive relationship, possibly reflecting differences in the fiscal context across time periods.
The fiscal restructuring variables, tax-to-GDP ratio, debt-to-revenue ratio, and fiscal balance, jointly explained approximately 91.12% of the variation in economic growth, indicating strong explanatory power. Post-estimation diagnostic tests confirmed the robustness of the model: there was no serial correlation of the residuals, and the Cumulative Sum (CUSUM) test affirmed the model’s long-run structural stability. These outcomes confirm the validity and reliability of the ECM results and reinforce the significance of fiscal restructuring variables in explaining growth dynamics in Nigeria.
[bookmark: _Toc526230598]5.1	Summary of Findings
Following the analysis, the following findings were made:
1. Tax-to-GDP ratio had significant negative effect on economic growth of Nigeria.
2. Total debt as percentage of government revenue increases economic growth but the increase was not statistically significant.
3. Fiscal balance significantly decreased Nigeria’s economic growth for the period under study.
[bookmark: _Toc526230599]5.2 Conclusion
This study concludes that Nigeria continues to experience significant fiscal imbalances, indicating that past fiscal restructuring efforts have not effectively translated into sustained economic growth. The analysis revealed that the tax-to-GDP ratio and fiscal balance both exert a negative and statistically significant impact on economic growth, highlighting weaknesses in revenue mobilization and fiscal discipline. Although the debt-to-revenue ratio showed a positive relationship with growth, the effect was statistically insignificant, suggesting that current debt levels are not being optimally leveraged to stimulate the economy. These findings underscore the urgent need for comprehensive and efficient fiscal restructuring to place the Nigerian economy on a more stable and growth-oriented path.
5.3 Recommendations
Based on the findings of this study, the following recommendations are proposed:
1. Enhance Revenue Collection Efficiency: The Nigerian government should reform and strengthen its revenue collection mechanisms to address the rising debt burden. Improving the efficiency of centralized payment systems and curbing leakages will help generate sufficient revenue to meet debt obligations, reduce fiscal deficits, and support long-term fiscal sustainability.
2. Broaden the Tax Base and Improve Compliance: To improve the tax-to-GDP ratio, Nigeria must expand its tax base through the enforcement of existing tax laws, reduction of tax exemptions, and the introduction of taxes on luxury goods and high-net-worth individuals. Strengthening tax administration and compliance will boost government revenue without imposing excessive burdens on low-income earners.
3. Promote Fiscal Discipline and Prudent Spending: The persistent fiscal imbalance highlights the need for a more disciplined fiscal approach. The government should adopt a contractionary fiscal policy framework where necessary, while prioritizing efficient and transparent public spending. Prudent expenditure management and elimination of wasteful spending will help restore fiscal balance and enhance economic growth.
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