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1. In a Federction the issue of revenue sharing amosn
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its constituents can always be expected to generate o
lot of heat and controversy since the resultant wrevenue
going to each unit considerably affects, if not deter-
mines, the rate of economic development that can be

acnievea in the units. The posi®ion can hardly bde
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different in the context of Nigeria. In fact

"

the situation that all states now depend on Federslly
gencrnted/collected revenue to the tune of about 90%

of their total revenue. Xt i8 . heosefore to be expected

thmt states would show much ¢contéra To~ the issue of

revemnue mllocation.
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to all Governments is a very import®
rignht there is no denying the fact, if the truth mu=st
be faced, that the main focus im the issue of relavive

allocation.

3. In an effort to evolve a workable and equitable
system various comnissicns were mandated to recemmend
suitable formulas for use in the country. Strstiiiing

o+

from 1646, when the first Commission was establizhed, to

Z

date no lesz than eight of such commissions were estab-
lished to tackle the vexations issue of revenues allsca-
tiorn, These include The Philliperon Commiczsion of 1946
The Hicks~Phillipsorn Commisgsion of 19513 The Chick

Ly The Dira Cemmittee of 196L: The

cield Commissicn. TProem 1948 to date ihe folliewing cyi-

teria of revenue slliocation have baen rried:i~
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i) D:rivation
iij Naticral Interest
iii} Pepulation
iv) Georsraphical Peculiarities
v) Bven Development
vi} Equality of States
vii; Independent Revenues
viii) Need
"h,uix) Continuity
x) Tinancial Comparability
Xl} £quality of Access to Developmeni Opportunitizs
xii) National Minl.um Standard for National Integration.
x1iii) Absorptive Capecity
xiv) Independent Revenue and Minimum Tax Effort
xXv) Fiscal Efficiency
Given the changing pattern of Nigeria's economic configu-
ration it is to be expected that no allocation formala
is likely to stand tho test ¢f time, It in thereforve as
well that this sensitive issue is looked a: periodically
in the light of prevailing economic and sccial conditions, .
1. &4, In considering the issue of allocation of revenue we

arc broadly concerned with the following aspects (apart

inding ways to increase the total revenuc size):
(i) Allocation of revenue to each of the three
tiers of Government vizj; Federal, States
and the Local Governments.
(ii) Allocation of tihe States' share among the
respective States.
{1i%) Allocation of o State's share Among Tliw

Local Goveraments in the Statz

-
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Federal - States Financial Relantionshinp T
1. The comstitution hias largely settled the issue of
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the allocation of functions amongst the three tiers of
Government. To thig esxtent we have a basis on vhich {c

assess :lie responsibilities that are to be discharged

by each of these tiers of Government., Belore we diacuss
4 . Y . . © .
the relatvive distribatvion of fumndrs among the threz tiers

of Government we consider it pertinent to briefly ve-~

view the current trend in revenue allocation between

the Fedcral and the other Governments.

2. For the past few yea: s & pariicular phenomenon of
the Federal budget has been its size, especially in re-

lation to the size of the budget of the Nipetgen’

-

State Governments corbined, This situation has arisen
beczuse of the prepondavrance of the Federation's reve-
nuz recained by the Felderal Government, It is som=2tines

the responsibilities entrusted to the Tederal

Governmnent justify the lopsided distribution arrangemasnts

that States have had to bHear in recent years,

3. By far the greats»r responsibility for enhencing the
welfare of ths citizens of this country devolves on State

Accondingly s

ot

ate Gowveruments combinsl are requirsd o

bear the burden of providing such services as Eduvcation;
Publiic Healtih, Hospitals and Medical Care, Welfare,
Water, Housing and Roads which touch on the welfare of
the vast majority of the populace. Given the'size of
Nigaria's population it is to be expected that the cost
of providing o reasonable level of these services will
be Liigi. It therefore does not stand to rezson that
the States (and the Local Goviriasents) should be denzed

a reasonabla leovel of funds %o ecxecute thise PIogromwes

he rdives of the vast wijnritvy of MNigeri
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and which programmes derive from the "d ' rective prin-
ciples of State Policy" as enunciated in the Nigerian

Constitution.

2. 4, ¥e should take adequate note of the burden of the
UPZ which has now fully devolved on the States as pro-
vided foo by thie Constitution. The sharing of respon—

gibilaty for higher education by the States alsoc calls

for increased {financial allocation to the Statas.

——

2.5. Another area that should be explicitly recognized
is the responsibility of the State Governments for the

torgoouning . urban ccentres in their respective areas.

The level ot urhinisation in Nigeria is rising very

sharply and this calls for serious attention in the

form of large im 2stment in welfare and environmental
©

.

services much more than has ever been the case in Ni-
geria. Failurs to respond to this situation adequately

will, without doubt, ciesate cacial and environmental

problems, possibly of unprecedented magnitude.

Also when we examinz’ the national objectives as

N
[02

stated in the National Flan we find that c.e of the five

cardinzl objectives is to establish Migeria as a "just
and egelitarian society." Iow can egalitarianiéﬁ be
achieved with the bulk of the national resources in the
hands of one Government! We believe that the goal of

\\
cgalitarianism is better realised if nmational resources
are disperscod 2aiz widely than by concentrating them
in the hands of the Iederal Governmmt, Such a dispersal
can best be achieved through substantial increase in the
share of national r.venuc going to the States and the

Local Governments.
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2. T. Reference had earlier been made to the budgeoning

size ¢f the Federal Budget in recent vears., Tt is illu-
minating to identify scme of the expensive and wasteful
projects to witich hugo national resources have been
committed to produce suchh oversized but largely irre-
levant budgects. Sume of these projects are the never
titGang fly-ever projects in Lagos, the expensive rec-—
lamation works in Lages, the white elephant Trade Fair
Cempiex, the National Theatre and the Festac Village.
7 Perhaps the most glaring of the recklessness with which
some Foderal Government agencies commit national resour-
ces withouy due,regard is the case of the pawy Federal
Secretariat even when t+he issue of the need to shift

1
1%

e Lornption cof the Federal Capital from Lagos was a
P &

for.gene conclusion,

2. 8. Heither do these acequately represent all areas in
which national resourcg:s could be invested with more
prudence. For example, it is a well known fact that
a lot of savings can be made from expenditures being
incurred in running o>ur diplomatic missions abroad.
There are so m=.ay of these missiong scattered thriugh-
out thhe globe. In some parts of Furope, for instance,
there are as many as four diplomatic missions within a
radius ol 300 kilometers! The number of these missions
can be reduced without sacrificing any substantive bene-

fit to the Nigerian nation.

2. 9. Another area where the Federal Covernment could be
more pradent relates to its financing of regional organi-
sations, With the cooperating Governments invariably

H 3 2 s - ~ B A T o
defeuliing in pzying their sharce of contributiong
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tain these organisations we believe that in effe
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Nigeria that bears the preponderant and inequitable
weight of funding these regional orgunisations like
the Niger Basin Commission, the Chad Basin Commission
or even ECOWAS. The time has come for the Federal
Government to review its financial policy to these
regional organisations.

f

10. An extension of this paternalistic policy can be

found in the apparent ecagerness with which the Federal
N

Government seems to embrace every opportunity to make
largesse to a numbar of African countries., Whilst we
do not advocat%Tan isolationist policy in foreign rela-
tions; we bDelieve that our foreign aid policy should be
predicated on some additional criteria . such zs the
formal declarat-on by the international commuinity e.g.
U.N. o» 0.A.U. that cenditions in such countrics deserves

internaitional support,

11. Or to consider our expenditures on defence: There
is no acoubt that given a clear identification of the
naticnal objective, considerable saving can He made even
while optissing the capacity of our defence establishment
throuzh the optimal choice of factors in terms of limited
numbers of personnecl, effective {training and suitable
eguipment.

12 The rederal Government can contempla$e cngaging in
ali tnese cases of adventurous financial sgree while
starving the states of funds because of fthe prepondervant
share it takes in the national revenuec, As a result a
vast proportion of the country is left in a state of.

almosy «bsolute penury,

—_—
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i3 In the light of the foregoing we bLelieve a more
equitable share of national revenue to the Federal

; ~ / o ) o/
Governmwent should be 50%., Infact, the proposed 50%_

can only be justified in order to enable the TFederal
Government discharge its responsibilities with regard
to such arcas of the national economy sucli as ports,
roads/railvays development, mining, energy, telephones

and henvy industries.

14 The tTemptation must be strongly resisted to under-
estimate the size of the suggested 50% for one Govern-—

ment, as against 50% for 19 states' governmentz plus

over 300

-

ocal governments.

135 From the 50% asgsigned o .he rederal Government,
1%% should be afiocated to a special fune for meeting
the rehabilitation problems of areas whepre mineral
extraction is underszaken.This is in recogaitiocn of the

fact that people from the areas where mineral extraction

s undertaken suifer from the hazards of environmental

e

poliution asnd wastes that continually engulf them and
their lands. However, this is a planning rather thana
revenue zllocation proosiem. To solve .this problem =z
special consolidated fund should be established by the
Federal Goverament for the ,wrposes of rchabilitating de-~
vastated land and minimising if not completcly elimina-
ting the various sorts of pollution associated with dril-

ling acvivitizs.

Criteria
1. The identification of the criteiia <1 which revenue

allocation shiould be based is a very important one requi-

ring thorough consideration.
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In identifying these criteria is is necessary to deter-

mine what type of formula should be adopted.

0.2, It is our considered o¢pinion that in the search for
a formula we should put a high premium on a simple for-~
mula wﬁich is easy to gdminister and verify. A complex
formula will not :only be diffigult to operationalise
but will also be difficult to verify thereby failing to
alicit the confidence of.public function-aries in its

fairnesgs.

3. 3. One other potential source of controversy concerns
the usual temptation to build sophisticated academic
conc.pts inzo our revenue allocation arrangementswithout
adequate regar? for th% data base on which such concepts
can be computed. The standard of data collection in
Nigersia is still poor and un?il this standard is drasx
tically improved it would be hypocritical to attempt to
uso such data without discrimination. The result of the
Aboyaaan Technical Committee should be adesguate pointer

to the problems of relying on poor guality data.

3. 4 This is not to argue that data should not be used
at all in attemptiting to determine a fair and equitabtle
allocation arrangement. The main point is that we should.
bYe cautious and deliberately confine oursalves to the

nse of simple and easily obtainable data.: -

3. 5 Having regard to the meed to esvolve an acceptable

sharing arrangemert in the context of the constraints im-

pos

posed by laci of accurate data, we arec of the {irm view
that thre following criteria should be adegiate to form
the Losis of our allocation formula viz: FPopulation, ILven

developmont (nation:l mininum standaras), and oguality.
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Population ag a factor .

3. 6. The Jjustification for the use of population figures
for- revenue allocaticn should generate m¢ controversy
if we are realistic and nct hypocritical, We sre honest
enough to admit that Sokoto State is a large State both
in area and population. According to the 1963 census,
Sokoto State comes third in order of magnitude, among
the 19 states. But there are strong intrinsic arguments
which justify the use of population :-. figures. Our
choice is not therefrre based on the selfish motive of
deriving special advantage from a factor® that favours
Sokoto State, but our choice rests on the intrinsic me-
rit of a most praciical indicator of need. Shorn of
any trappings we shoulﬁ recognize that government begins
with people and should end w}th people. In other words
the purpose of a good government is to serve 1lts people
ard increase the welfare of its constituents. In that
casSe every government has certain basic obligation to
its people, The larger the number of these people the
heavier will be the burden of the obligatieén. Ws should
not manufacture spurious reasons *to discard the most
relevant crijterion for the rational allocation of national

]
resources.

)
3. 7. The whole concept of State, governmenht, and = . : de-

velopment rally around people. A government succeeds

or fails based on the efforts it makes to marshall all
available resources for the improvement of the quality

of lives and living spandard of the 'people. It therefore
foliows that no responsible government can afford to ig-
nore the wishes and aspir=ations of thé majority of its
people. Wisdom, equity and prudence therefore desmand
that population be consgidered as ~the most important
principle.

A Te!
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It is es=sentially a basic and fundamental principle.
Its focus of attention is the people wherce ever they
may be. The welfare of the people is the direct mo-

tivating factor behind this principle. We therefore

o

recomnend that 50% of the allocation to States should

be bascd on population.

Although a lot of controversy surrounds the accuracy

of our census figures, we do believe that ws can still

use tha 1963 officially zccepted figures as basis.
b

9.

10

11

Bven Development (National Minimum Standard)

development we should atm at ensuring that a minimum

A8 a national objn.tive in trying to achieve even

standard of certain important services is available in

L 4

each state. While the orogress of the ralatively deve-

loped states is not revarded, efforts must be made to

onhance the pace of social and economic development of

the relatively less developed states.

to make use of this new cricerion we have identified
following:

>
number of Secondary Schools in a State

number of Haspital be33 in a State

In determining which services should be considered

the

number of rural health institutions in a State

quantity of pipe - borne water in a State
miies of tarred roads in a state.

The object here is to use a yard-stick to determine

the

quantity of each of these services that ought to be avai~

lable to each state as a2 minimum. In this context,

United Nations recommendasd data should prove useful.

ot

which servicos are required will vary with pepulatio

we have deliberately svoided such a normalizing fact

. £ a
,.»,‘/x1

some

e are well aware of the fact that the intensity with

)

n out

oI



and have recommended the uss of absolute figures. In
this case, the share of a Stats will be inversely rela-
ted *o the level of absolute development of such services

in the State.

3. 12 Ye recommend that 30% of the allocation to States be
disbursed on the basis of even development as explained

above.
Baoualitv

3. 13 Although a number of commentators have criticised
the concept of equality of States as one of the criteria
for allocating national revenue, we are ;f the view that
such. comrentaries are seriously misplaced. =Sachk Govern-
ment, no matter the sii? of the State; has minimum ad-
ministrative functions to perform for which resources
are required. They each have parliaments, Commissioners,
the Civil Service etec. te up-keep. Although States are
not 2ll the same in area and population, and the cruite-
rion of equality favours the less populated States, we
believe it re-inforces national unity if the issue of
equality of States is recognised and given expression
in terms of revenue allocation. All states in the Federa-
tion regardless of their sizes, location, degree of

)
prosperity or pcverty, educat%on or backwardness are
States.of the Federal Republic of Nigeria. The Federal
Government as a Central authority and father of all has
a basic moral obligation to allocate {financial resocurces
to each staﬁe on the plain and simple fact that the
State is Nigerian. This is a basic respongibility of
fundamental importance. This moral principle does not
allow for anyvvariation as variation is tantamount to
discrimination.

2.1k Wa thercfoire recomménd that 20¢% df the revenue to

Utactes “e allocataed eanally,
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The 1issue of derivation’

3.-15 The criterion of derivation seéks to share revenue
ofi the basis of the-State nf origin of such revenue.
There is8 no doubt that states that sgand to gain by the
introduction of such criterién will naturélly argue for
its inclusion in the list of criteria to be used. We
however believe that by weaving the criterion of deriva-
tion into the allocation principles we would be directly
undermining thé unity of this country. ' There can ﬁe no
justification for its recognition in a cochesive fiscal
system which aspires to pational political 2ul social
ddvelopment. Since the bulk of the Nigérian revenues
come from mining activities in which the States of their
location have no investment except for the lard where
such activities are béﬁng carried out; it will be inequi-
table to recognise the prinﬁ}ple of derivation in sharing

the proceeds of such national economic activiiy.

3. 16 Thus throughout the history bf revenue allocation the
derivation principle hampered the development of equity
and rationality in Nigeria. ‘It poisoned inter-govermment
relationship and generated inter-regiomal animosities and
disputes. More than anything else it hampered the deve-
lopment of a true sense of national unity. The nation
must move away from this danggr. The discovery and exploi-
tation of o0il in the Fast which transformed that region
from financial weakness to financial strength between 1946
and 1966 showed that no area is certain to prosper and
another area to remain in poverty perpetually. The dis-
covery of the all-important uranium and other minerals . in

some part of the country is a pointer to this fact,

ceee /13
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3., 17 On the other hand we do recognize the fact that the
areas where mineral extraction is being undertaken suflfers
substantial depredation and desecve reasonable recompensc,
In judging this issue of recompense we must not fail to
recognize that there are substantial benefits acruing to
the mincral producing areas as a result of extraction
activities in such areas. For, while th~ communities in
these ~-2ns may be deprived the use of their lands pre-
samably for farming purposes it is equally true that the

companies carrying out exploration activities prowvide

—

such communities with relatively highly paying emplofagﬁfj”
social infrastructure such aa roads, schools, clinics and

50 on, Ail this is in addition o high revenues derived

Lo

from rent unl royalties. The coffers o’. ihe governments
in the areas are also raised by the enhanced taxeble -apa-
city in the zreas of such activities. Therefore the ac-
tivities of mineral extraction in relation to the host
states are not entirely negative and we should be honesi

to recognise this point.

18 Howaever in spite of the benefits which the host States

2

enjoy directly and indirectly from the ac.ivities of mine-
ral extraction, we recognise the need to provide something

directly from naticnal revenue to go to the areas in which

o

1 kY .

G oout. 1t s Tor this reason we

)
h

such oct

4

cities arc cariid

Q.

have earlier recommendad that 1+% of the Federal ailoca-

tion be set aside to take care of environmental problems.

Local Governments

/ ~ .
3. 19 We recommend that 10% of the Federation Account be
shared amongst the States for ailccation to the local Govain-
ment in their areas. We also recommend that esach State:

should in addjiiion pay to the States Local Governments 10%

ﬂfon.l‘,/11'r
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of its total revenue to be disbursed amongst the local

governments in that State.

3. 20 The State Joint Local Government Account should be

allocated among the Local Guvernments on the basis of:-

Population - 50%
Zven Development 20%
Equality 30%

The rationale for inter changing the percentage for
equality and Tven Development, compared with allocation
among states is that the reliability of data at the
Local Government level is lese than that at the State

level.



Allocation

= le s am e T

1. Devol.pmernt Loan Funds:

The proceeds from Development Loan Funds represent a significant
fraction of the State's total financial resources for cxecuting its
Capital development programmes.

The lozn has consistently been a reliable source of revenue to
the State and if discontinued will throw the whcle development plan
of the State out of gear s drastic cuts will have to be made in the
Capital Estimatces uriless 2 corresponding increase is made to the
Statutory Allocation of th® State.

The present arrengement wherebf the Federal Government
borrows from the Private Scctor then lending it te State Governments
nezds to be continued. This is necessary because no State in
the Federation has been abl- to raise any appreciable amount from
this source. We suggest that the proceeds should continuc to be

shared out among thco 3tates using the present criteria,
/-

2. Foreign Excuange

The monagement of fo;cign exchange should continue to be the
exclusivs mes rv. of the Federal Government. This includes the
planning and preparation of foreign exchange budget, its allocation
to the various tiors of Covernment, its final approval and general
administration. .

The estimatcd amount for this should be allocated to States
2s a percentage of their share of statutory revenuc allocation,
There is, however, o .nrced to remove the much red-tape in the

processing and aoproval of - plications for forcecign exchange.

3. Federal Cewnitnl Tcrritery

mvolves )
Establishing a new Caj. .tal dwvesSsutheavy oxponditure

especially at tne prelfmina?y stages of setting up the basic infras-
tructure and buiidings. This is, however, the Federal Government's
responsibility and is thus expected to bear the cost. .It is
recommend2d that a spccial account should be opened by the Federal
Government ~r diting it vith 3% of its own share of federally

N -



collected revenue. This will solve the proakleom of horcnverotis-

tottleneck and facilitate the completion of the Ministry's

programmes con Schedulc.

4. Grants

Because of the anticipated increase in revenue acruing to
States from statutory revenue sllocation, the cumbersome way in
which grants is managed, the delays in its remittance and the man-
power wastages involved ingpursuing its collection, it is recommended
that grants should be &2 cmphasiscdein the issue of revenue

ailocation.

5. Federel Presence in States

It is our view that Federal presence in State Governments
contributes to the level of development achieved in a State and
this level achieved has a direct relation with the l>vel of develo-
pment so achieved.

In considering revenue allocation among the State, a criterium

f even development which assumes consideration of minimum standara
has been i .sorperated in the det;rmination of the formula to be
used for allocating rcvenue among the States. Where the Federal

Government will come in is in the future where it has te take into
-

account the extent of its own presence in locating further facilities

with a view to enhance even development of the Country.

6. Financial Projectious 1380-1985 (if M)

Sources ’ 1981 1982 1983 1584 1985

1. State Independent Revenue 13,01 14.31 15.61 16.91 18.21

2. Statutory Revenue 202.67 210.00 221.81 229.29 240.07
3. Total Recurrent Revenue 215.68 224,31 237.42 246.20 258.28
4. A) Less Recurrent Exp. 138.62 145.55 152.83 160.47 168,50

B) Less State Revenue to 17 . 21.57 22.4% 23,74 24.52 25.83

5. Recurrent Surplus 55.43 56.33 60.85 51,11 863.95
N ) 4‘ .

6. Add Internal Loan (Fed) 30.00 30.00 30.00 30.00 30.00

7. Add External Loan: - 20.00 20,00 - -

veee/3
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Sources - : e N D P R Pt 1985

Other Loans ) - 2.9C 2.00 - -

Add Anticipated

Balance in Dcvpiopment

funa ACP”unt . 10,00 - - - -

TOTAL 95.497108: 33 112,85 91.11 95.95

i.e ®¥501.73 m or appropximafeiy

ﬁ502m:

Because of the increase in oil prices,’

a rcvised revenue

. 83& 09m or appro:inetely ¥834ms

3

projection was made. ¢ .
Sources . 1981 1982 1983 1984 1985

1. State Indpt. Revenue — = - 13,01 14.31 15,61 16,31  18:21
2. Statutory Revenue  _282.99 287.10 292,07 298,47 321.50
3. Total Recurrent R v, 296.00 301,41 307.68 315.38° 330.71
i4. a) Less Recurrent Exp.. -~ 138,62 145.55 152.83° 160#47 168.50

b) Les- State.-Rev. to LGs . 29.60° 30.14 30.77  31.54 _33;07
5 Recurre.t Surplus ;~;127 78 125-52 12&.08 123,37 129.j4
5. Add Internal Loan (Fed) 30.00 30.00 30.00 = 30.00  30.00
7.°Add Evternal Loan 2 20.00 20.00 - -
8i Other Louans - 2.00 2.00 - -
9. Add Anltlclpqted Balance

in Development fund Account 10.00 - - - -
10. TOTaL : : 167.78 177.72 176.08 _153.37 _159.14
.. — —
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INTRCDUCTICH: The issue of Revenue Allocation in N

ceri
has always generated alot of heat in the political circles.
This is wnat it should be in a multi-naticnal society such
as curs wnere the services cf the distributable resources
reguired for development keep on changing locational origin,
For instance, in the sixties farm products such as cocca,
cotton and groundnut which originate from the North and

the West were the main sources of revenue while now it is

0il from the riverine arcas of the Federatione

No matter how resources keep on changing origin, the
fact remains that Nigeria as an eniity should be the‘pride
of all of us. Past events have shown that the continued
existence of the country as an'entity-is not only desirable
but necessary. We believe that the ccicept of Nigerian
unity and conseguent integration cf tf.: communities is a
manifertationiof recognising the pecuiiarlties of each of
the federal units and above all accep:ing and tolerating

the differences in a splrit of one na-ion one destiny.

To accept the above proposition _s to accept the nction
cf the need to evolve deliberate poli:ical and economic
strategy which can eliminate areas of sotential conflict
so that Nigeria as a nation can withs:and the strains and
stresses of emerging nationhcod. This can only be achleved
through the spirit of give and take, :ie spirit oI »-~ther-
hocd, thus the principle of narrcwing Jdevelopmental gaps
should be giveﬁ the right place it deu-::rves when contem-
plating the thorny issue of revenue al'location. There
shculd also be a conscientious effort =o narrow the develop-
mental gaps between rural and urban areas and among Local
Government areas in each of the States in the Federaticn.

We believe that 1t is only by sc deoinc shall we eliminate
areas of conflict (to a. reasonable extant) and prepare for
a giant leap into an industrial era. _uckily, recent poli-
tical actions at various levels of government are very
assuring that considetation of naticns interest is reigning

supreme.

We appreciate the various steps tuken to evolve an

ccept o e a ati mula :.ince indey NCE,
cceptable revenue allocation formul nce independen

[
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uticns arrived at, however, have un:ortunately often

r @nworkable or sometimes vorked for only a

3
f]

srovaed elthe

i
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~
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2 un cthe part of the authrrs to face the

naticns preblems squarcly and the tact of taking the sarety
valve aspzct of the proeblem, by being unnzcessarily vague,

£ such

0
cr

tecnnical and academic. The report of the latest o
Committees, the Aboyade Committee, was by all standards
known in this country too abstract and conseguently could
not be operated. The report 1is lcaded with jargons such
as "ahsorbtive capacity, Fiscal Efficiency, Equality of
access” etc. which ceonvey little or no message to the vast
majority of the elite who are expectzd to translate the

report into action.

II - FACTORS (CRITERIA) TO CONSIDER IN REVENUE ALLOCATION:

We submit that the follewing factors be considered as

listed in order of importance which taken together wili
take adequate case of the problem and‘lead to the desirable
state affairs high lighted in the introduction to this
memcrandas -

(&) Population

(b) Need and Even Develcpment

(c) Equality

(d) PDerivation

(e) Land area and Communication,

{a) POPULATICN -~ We consider pop.lation as the most
practical indicator of the need fcr development finance,

It does not need a demographer to drive home the poiat that
the more people you have the more‘ - income you wuiall
require to provide services, The extent to which such
services are planned and subsequertly over stretched cor
otherwise will largely depend on the number of people you
have to cater for. For instance you need a different scale
to measure a Clinic for 10,000 and 3000 people respectively.
Consequently, you need different harometers to measure
running costs etc. In the past, :his has unnecessarily
generated ccntroversy., It shculd, though, since simple
logic and reasoﬁ suggests that.thz more pébple you have,
the larger your facilities have t:- be and the more likely
of the services being overstretch:d. We believe that for
all practical purposes the 1963 figures with the annual
projections have become accepted {or planning and cther
purposes in Nigeria. These figur: cculd thus be ,used., Wa
recommend that 45% of the Federal revenue be allocated

woing this cmdteria.



Meead

[ [ A
nore refers Tw i

£

of certain States ¢f the rFedera
-

(o)
P
T

ly forces such states to rogulre ax
Juch need includes the pceoblem of dislocation of people as
well as air water pollutioun in oil preducing areas. Desert
encrcachment drought situations in the sahel zone of thne
countryv. There are alsc other human facters like the ne
Lo bridge the educational and commercial gaps between th
northern and scuthern states. It could be seen that the
issues here are either natural or those which come into
being as a result of some peacple giving up their abode for
the purpose of natiocnal pursuit for oil. We recommend,
therefore, that 25% of the FPederal revenue be allocation

using this criteria,

(c) FEQUALITY - We believe that there should be scme
minimum standards which all things being equal, should
prevail in each of th» States of the F2deraticn. We, there-
fore, recommend 10% ot the Federal rev:nue to be allocated

using this criteria to provide this miimum.

{(d) DERIVATICON: - e appreciate the issues involved in the

M

issue of derivation. “he argument in favour ncrmally t
be moral. The consideration has been jiven such a welght

in practical terms that the per capit: 1in the so-called
derivation areas is of_.en four times e rest of the ccuntry
A cursory loock at the -979/80 state a.location/budgets con-—
firms this. W2 are of the opiniony hrowever, that toc much
moral undertone is given to this issuc¢ to the extent that
areas where ©il is produced are given 1 special piz~. in the
eccnomy. We are not unmindful of the need to work out some
form of ccmpensation for oil producinc areas in return for
loss of farmland and settlements. Howz2ver, in the interest
of national unity the desiraticn principle should be de-
emphasised to make reasonable lump of development finance

go round to other States, We reccmmerc that 10% of Federal

Revenue be allocated using this criteria.

-

(e) LAND AREA AND COMMUNICATION - This point is important

for two reasons. {(a) where the land ar:a is vast, there is
a tendency for people to be scattered :nd consequently the
units of prejects multiply with the nuvzer of such settie-
ments (b) Those areas of the country wrich are far away
from the ceoast naturally have contingencies and cost of

transport added to the cocst of materia.s. We recommend

that 10% of the Faleral fevenus bhe all :ated using tn

criteriz,
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necd oo develcoroment flilnance at il levels of government
1 Accouat (DPA) be

b o
e encugh revenue available.
h

(a) S50% =~ Federal Government
(b) 35% - tate Government
(c) 15% - Local Government,

Tne above reccmmendation is realistic when cognizance

s n of centre-peripheral relationships in developmental

efforts, Such areas of ovarlapping include Universal Primary
P

amme, Health, Education, Roads and &imes 2oy,

It might be suggested that an allocation of 15% to
Local Government is co much. However, our submission is

bas=2d on the followling consideratior:—

(i) 80% of Nigerians are directly affected by Local

Government efforts:

(ii) Local Governments house tie lowest income earners
and as such services have tc be rendered free
cf charget
(1iii) The nead t:- translate th: principle of rural
development and

(iv) Thea need to arrest rural - urban drift.

It is ocur belief that given tne funds, Lncal Govern-
ments will recruit qualified staff in readiness c¢o deliver

the goods.

STATE — LOCAL GOVERNMENT FINANCIAL RELATIONSHIP:

For reasons advanced above, w2 recommend that 15% of
States revenue go to Local Governmznts, In addition, they
should be given the right to collect revenues now acruing to
States, such as motor cycle registration fees, Radio and
TV licensing fees and the pay as y0u earn paid by Local

Goverrment staff,



