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-~OTO STATE 1 S HEI'-!OTI.i\.NDUH TO THE 

~SID-:;.: ~!'1~ Cot>iHISSION ON R2VENU E j1. LLOCATION 

1 • 1 • In a Fe.:lerc. tion the issue of revenue sharing am,o.~tg 

its constitue nts con always be expected to ~enerate a 

lot o f heat and controversy since the resultan~ ~evetme 

&oing to each unit considerably e ffects, if n ot det er-

mine s, the rate of economic deveJ~'pment that can be 

achieved in the units. 1'11e posi ·~-. ion can hardly be 

different in the context of Nigeria. In fact it is 

the situati on that all states now depend on Federally 

g e nera ted/ collected revenue to the tune of ab~u t 90';6 

of thei r total ~even~e. rt is ~hb~erore to be expected 
\·~ 

tha t states would show much com::ei.i.·.1 ro.,.. the issue ctf 

~evenue allocation. 

1. 2o Whilst the is su'"' of :increasing the size of revenue 

to all Governments is a very impo r·::ant one in its o'"n 

right there is no denying the fac t~ if the truth mu 9t 

be faced, that the main focus is the issue of rela~ive 

allocation. 

1. J, In an effort to evolve a workable and equitable 

system various comr., Lssic >')' .'> were mandated to recc-mmend 

suita ble formulas for use in the country. Stretb-hi.r..g 

f'rem 1946,-when the first Commission was cstabli:;l!.~d,to 

date no l e ~;a tha n eight of such commissions '"ere estab-

.lished to tackle the vexatious issue of revenue a lloca-· 

tion. These include The Phj)lip~on Commi~.si..on of 19lt6; 

The Htcks-Phillipsor, Commission of 1951; The Chick 

Co'1lrnission of 196l:; The Dina Commit tee of' 1968; The 

Aboyade Technical C~mmit tfle and nov the OkJ.gbo PrP.g,"id8n-

::. .tal Conuniss:ion. Frc.m 19h6 to date the folltH;ing c:t··i-

teria of revenue allocation hn.ve been. n ied:-



.. ___ . ___ 
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i) D!rivation 

ii) Naticral Interest 

iii) Population 

iv ) Geo~raphical Peculiarities 

v) Even Development 

vi ) Equali ty of States 

vii) Indepe ndent Revenues 

viii) Need 

ix) ~ontinuity 

x) ~.<'i nancial Comparability 

xi) Equal~ty of Accass to Develo~ment G~portuni t ie3 

xii) National Min.:..uurn Standard for National Integration . 

xiii) Absorptive Capaci ty 

xiv ) Independent Revanue and Minimum Tax Effort 

xv) F':Lscal Effic iency 

Givon the cha nging pattern of Nigeria's economic configu --

rat ion it is to ba expected that no allocation form·.lla 

is likely to stand the test Lf time. It in there fo re as 

·w e ll that this sensitive issue is looked a; periodically 

in the light of prevailing economic and soGial Gondltions. 

1. 4. In considering the issue of allocation of revenue we 

are broadly concerned with the following aspects (apart 

from finding ways to increase the total rev enue size) :-

(i) Allocati on of revenue to each of the three 

tiers of Government viz; Federal, States 

and the Local Governments. 

(ii ) Al location of the Sta tes' share among the 

respe ct ive States. 

Allocation of c. State's share among tl.e 

Local Govern ments in the Stat::!. 



Fe dera l - Sta t-<;:~ Jtj.nanc i a l - Re-J:a t ions h i :r, 

2. 1 • The c on!" titution h a s l a r ge ly se ttl ed the is sue of 

the all ocat i o n o f function s a mongst t he three tiers of 

Goverrunc n t . T o thiS extent we have a basis on vhich to 

a sse s s t h e re sponsibiliti e s that are to be discharged 

by each of the se tiPrs o f Gov ernmr->r.t. 
:.: 

Before we d~~cu s s 

.. 
the rel&~ iv~· dis tribu~i on of fund ~ a mong the t hree tiers 

of Govern men t we cons id e r it pe r t inent to briefly re-

vieH the c urrent trend in r e v e nue allocation be tw e e n 

the Fed e ral and t h e other Governmen t s. 

2. 2 . F or the past few yea ~ ~ particul ar phenomenon of 

~~ 

the Federal budget has be e n its sizd, e ~ pecia lly in re-

J.a ti c n. t o the s iz e of the btU:ige t of t he Nin.e t. il e n · 

State Governme nts corrbined . This si t;.za t \.on r..as a ris rJn 

b ecau se of the prepond 3 ~ance of the Fe deration' s reve -

nu e reta ined b}' the Fe:l. e ral Governn.ent . It is someti:ilos 

a r g u e d tha t t h e re spons ibiliti e s e ntrusted to the F ede r a l 

Gove rnme n t justify th2 lopsided distribution a rra n g ements 

that Stat e s have h ad to bear in recent years. 

2. 3. By f a r the great<o'r respons i b ili ty for enha ncing the 

\velf.:t r e o f the c itize n s ot· this count r y devolves on Sta t es . 

A c c ord i n~;ly s t a te Go•.re rnment s combin:c i a r-e req1 L!:' Cd to 

bear th e burden of providing such services as Edu cation f 

Pu b l i c Health, Hospitals and Jvfa dical Care , vle lfare, 

Wa ter, Housing and Roads whi ch touch on the we lfare of 

th e vas t ma jority of the populaae. Given the size o f 

Nige r ia 's population it is to be expec ted tha t t he cos t 

of prov iding a r easona ble leve l of thes e services will 

b e hi gh . It t h e r e fore does not sta nd t o reas on that 

the S tates (~nd the LocQl Gcv~~~.~nts) should b e d en1ed 

n r~aso!tab l e l e v e l ::Jf f und s t o exe:::ute th 2 s e p :t•ogx·am ... es 

---
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and Hhich prog rammes derivB from the " d .. rective prin-

cipl e s of Sta te Po licy" as enunciated in the Nigerian 

Cons t itution. 

2. 4. We s h ould take adequate note of the burden of the 

UP.E Hhich ha s nmv fully devolved on the States a s pro-

vided fo~ by the Cons t i~ution. The s haring of respon-

sibility for hi g he r education by the S t ates also calls 

for increased fina ncj a l allocation to the Sta t~s . -
Another area that s hould be explicitly reco~nized 

i s t h(', r e sponsibil i ty of the Stat e Governments for the 

. urban centres in thei r respective areas. 
~ 

The leve l. ot u:r'x nisat i.on in Nigeria is ris1.ng vr-:;-y 

sharply a nd this call s f nr seri ous a ttention in the 

form of large irn e stmeJ•t i n 1velfare and environmental 

services mu c h mor e ~ha!t h as ever been the c<:.se in Ni -

geria, Failure to res; >ond to this s itu ation adequately 

wil l, 1\' i thou t dou bt, c t ea.t e s0cial and environmental 

pro"!)lerns, possibly of lj nprecedented magnitude. 

2. 6. Also when we examin2 ·· the national objecti...-es as 

-------

stated in the Na t iona l Plan we find that c- .• e o f. the five 

c ardina:i. o b jectives is to es tablish Nigeria a s a 11 ju3t 

a .nd ega l itarian society." How can egalitarianism b e 

achi eved ,,,i th the b ulk of' the national resource s in t he 

hands of one Government~ Yle believe that the goal of 

\ 
egalita r ianism is be t t er realised if national' resources 

are dispers ,•d •. ~r._;_ 8 wide ly i;han by cone antra ting them 

in thr~ hands of the Ice d e ral GovermMJ.t. Such a dispersa l 

can best bE ~chi evad through substantial increas e in the 

share o f national r .. venue c;oL tg to the State s and the 

Local Gove rnments. 

----------~-------

\ 

I 
\ 
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2. 7. Reference had earlier been mad e to the budgeoning 

size of the Federal Budget in recent years. It is illu-

ruinating to identify some of the expensive and wasteful 

proj ects to •,-.'IJ.ich hu5c• national resources hn.v~ been 

commi~ te~ to produce such oversized but largely irre-

levant budgets . S-.Hne of these projects are the ne:ver 

.:.LC...:.ng fly-over projects in Lagos, the expensive rec-

lamat ion works in Lagos, the white elephant Trade Fa ir 

Comp lex , the National ~eatre and the Festac Village. 

Pel.·haps the most glaring of the recklessness with v.'hich 

some F 0dera.l Government agencies commit national resour-

ces ••i t hou1; due c,rcgar d is the case of the b"'>"\.." Ti'ederal 

Secretarial even when +he issue of the need t o shift 

the :Location of' the Fe:leral Cap..i.tal from ~1:.us was a 

for- g one conclusion. 

2. 8. Neither do these a~equately represent all areas in 

whi ch national resourc·; s could be invested -vrith more 

prudence. For examp l o, j_ t is a well known fac t that 

a lot of savings can be made from expenditureE bei~g 

incurred in running :mr d i plomatic missions abroad. 

There are so· m"" .• 1.y of' these missions sea ttere d thrL"t.1gh··· 

out the g l obe . In some part s of Europe, for instance , 

the re are as ma ny as f our diplomatic missions within a 

radiu s of ~00 kilometers! The number of these missions 

can be reduc ed without sacrificing any substantive bene-

fit to the Nigerian nation . 

2. 9. ll.nother area 1,•here the Federal Government could . be 

mor e prud·ant relates to its financing of regional organi-

sa !;ions. 1ifith the cooperating Governments invariably 

defaulting in pa yin& their share of contributions to ~~s 

ta;n t11 8 se organisations 1•e believe that ir. ef f ect it is 
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Nigeria that bears the preponderant and inequitable 

weight of fundinG these ret;iona l org<.J.nisations l"ilc e 

the Ni&e r Basin Commis::;ion, the c·had Basin Commission 

or even EC01~1\S . The time has come for the Federal 

Government to revie1.,r its financial policy to these 

regiona l organisations. 

2. 1 o. An extension of this pa ternalisti c policy can be 

found in the apparent eagerness with which th e Federal 

----Government seems to embrace every opportunity to make --:---·--

largesse to a numbsr of i\.fricar.. countries. 1~hilst 1ve 

cto not advocat~.,.an isolationist policy in foreign rela

tions; we bel~e~e that our fo reign aid po~icy should be 

predica ted 0n some additional criteria such cLS the 

f:;rmal .ieclarat·.on by the intern.ati0nal community e.g. 

U.N. or O.A . U. that conditions in such co~ntrie s d eserve 

international support . 

.2. 11. Or to consider our expenditures on defe nc e! 'I":lere 

is no doubt that g iven a clear identification of the 

national objective, considerabl e saving can :·•e made even 

while optinis ing the capacity of our clefe-:1ce establishment 

throu.;h the optimal choice of factors in terms of limit ed 

numbers of personnel, effec tive training and suitable 

equipment. 

2. 12 The :"ederal Go'.'ernment can contempla(e engaging in 

all tn~se cases of adventurous financial spree while 

starving the states of funds because of the preponderant 

share it takes in the national revenue. As a result a 

vast proportion of the cou·1try is le ft in a state o f . 

alr;,...; .:; ~ "'"Lsolute -panury. 

' ' 
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2 . 1 J In the lig ht of the foregoing we ~eliev u more 

equitable share of n a ti ont:>.l revenu e to the r~e deral 

Government should be 50'/; . 

can only be justified in order t o enab l e the Federal 

Government oi scharge its responsibilities with regard 

to such area s of the n a t:Lona l economy such as ports, 

roads/raihva ys development, mining, energy , te- le-;:•hones 

and hea vy industries. 

2. 14 The temp tati on must be strongly r es isted to under-

estimate 'the size of the SU Ggested SO'Jb for ~ Govern-

ment, as a gainst so% for 19 states' governments plu s 

over 300 local g overnnen ·ts. 

2. 15 From the so% assigLleG i· o :;he 1-'ederal Government' 

f"' 
1 ·!1~ s~10uld be ::~.lloca ted to a special f\,::, for meeting 

the r ehabili tat ion prubl e rns of areas where mi ner2l 

extraction is undertak en.Thi s is in recog.-lition of the 

fact that people from t h e a reas where mi n era l extraction 

is unde rtaken su f fer from the hazards of environmental 

pollution a n.d \vas tes tha t continually e ngulf them and 

their lands. However, this is a planning rathe r than a 

revenue c.. J.loca tion pro-)le rn. To solve this prob lem 2 

s pec~al consolidated fund should be established by the 

Federal Gov e rnrnent f'or the ~"~:rpos e of r e habilitat ing de-

vastated land and minimising if not complet ely e l:i.mi na. -

ting the various sorts of pollution associated Hi t h dril-

ling ac-i:iviti Gs. 

J. 1. The identification of the crite1 ia -:- ·.1 which revenue 

al location s hould be based i _s a very important one re q ui -

ring thoro u g h conside ration . 

. - - ------------

.. ,. ·"' 
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In identi fying these cr·i teria is is necessary to deter-

mine w-hat type of formula shoul d be adopted. 

J. 2. It is our considered opinion that in the search f or 

a formula we should put a high premium on a simple for-

mula which is easy to ldminister and verify. 1\. complex 

formula will -n ot ,only be C!i ffiful t to ope r ationalis e 

but wi l l also be difficult to verify thereby f ailing to 

elicit the confidence of public function-aries i n its 

fairness. 

3. 3. One o ther p otential source of controversy concerns 

the usual temp t ation t o build sophisticated academic 

conc .,pts into our revenue all o c a t ion arrange!J!Q.nt.s wi thout 

adeq~dt e regar ~ for the data base on which such concepts 
" 

can be computed. The standard of data collection in 

Niger~B is st ill poor and un f il this standard i s dras~ 

ticalJ.y improved it vtould be hypocritical to a ttempt to 

us o such data without discriminntion. The result o f the 

Aboyrv..l ,) Te;hnical .C ommittee should be adequate pointer 

to the problems of relying on poor qua lity data. 

J. 4 This is not to argue that data shou.l.G. not b e us ed 

at all in attempting to d etermine a fair und equitab le 

all ocation arrangement. The main point is that we should·. 

~e cauti ou s and deliberately confine ours e lves to the 

us e of simple and easily obtainable dat a . ·· 

Having regard. to the n2 e d to evolve an acceptable 

sharinG arrangemert in the conte]::t of the constraints im-

pos 0d '!:Jy lac.k of accurate d a t a , vie nrc of the f' irm vi e w 

t h at the fo ll oHinc criteria shoCJ ld b e auequo.ie to form 

the ~asis of our a llocation fo rmula v iz : Yopu l ation, Sven 

c! e·:elopmGr:t (nation.-::.1 m :.!'lilnLto s t andards), a nd equality. 
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Population as l'l t"agtor ·- .. 
(' ···- _.:._ 

J. 6. Tne just ification for the use of population figures 

for· revenue allocation should generate no controversy 

if we are realistic and not hypocritical. We are honest 

enough to admit that Sokoto State is a large State both 

in area and population . According to the 1993 census, 

Sokoto State comes t hird in or.der of magnitude, among 

the 19 states . But there a re strong intrinsic argument~ 

which justify the us e of populat ion ··. figures. Our 

choice is not theref(re based on the selfi s h motive of 

deriving special advantage from a fact or-that favours 

Sokoto State , bu t our choice r· ~s ts on the intr;lnsic me-

rit · o f a most prac,'. ical indicator o f I!f' e d. Shorn o f 

' . any t rappings we should recognize that government begins 

with people and should end with people. , I n other words 

t he purpose of a gooC:~ government is to serve its people 

ac~ increase the welfare of its constituents. In that 

c~se every government has certain basic obligation to 

its people. The larger the number of the~~ people the 

heavie r will be the burden of the obligation. W8 should 

not manufacture spurious reasons t o discard the mo s t 

rel evant criterion fo~ the r.:?.ti onal allocat ion of national 
a 

resou rces. .. 
J. 7. The whole concept of State, government, and . : de-

velopment rally around people. A boverrtment succeeds 

or fa ils base d on the efforts it makes . t o marshall all 

available resources for t he improvement of the quality 

of l ives and living s~andard of the ·people. It therefore 

follows that no respons~ole government can afford to ig-

nore t he wishes and aspir-".tions of the majority of i ts 

people . \{isd.om, equity and prudence therefore d emand 

that populati on be considered as -,the mos t important 

principle. 

.. ·--· ..... /1 0 
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It is essentially a basic and fundamental princ iple . 

Its focus of attention is the people wheFc ever they 

The welfare of the people is the direct mo-

tivat ing factor behind this principle . We therefo re 

recoP.lme nd that 50% of the allocation to State_s should 

b e based on populat i on. 

3. 8. Although a lot of controversy surrounds the accuracy 

of our census figures, we do believe thct we can still 

use th.~ 1963 offic ially < c ceptcd figures as basis • .. 
Even De ve lopment ( Nat ional ;,1inimum Standard) 

3. 9. /.s a national. obj0 ,. tive in trying to :01chieve even 

development we should a!m at ensuring tha t a minimum 

s~andard of certain impor t ant services is available in ,. 
each state. 1fuile the ?regress of the relatively deve-

loped states is not retarded, efforts must be made to 

onha.nce the pac e of social and economic development of 

the relatively less developed states. 

3. 10 In determining which services should be considered 

to make use of this ne~v cri cerion we have identified the 

f ollowi n g : 

• number of Secondary Schools in a State 

number of Hospital be~s in a State 

number of ru_ral health institutions in a State 

quantity of pipe - b orne water in a Stat e 

miles of tarred roads in a state. 

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

quantity of each of these services tha~ ought _t o be avai-

lable to ea ch state as a minimum. In this context, so·me 

United Nat ions rec ommend e d data should prove use ful. 

3. 1 1 Ye are well aware of the fa ct that the intensity ·with 

which services are required wi ll vary with population but 

we ha v e de liberata ly avoided such a normalizing f a c t or 

. ~ . . . / 1 , 
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and have recommended the us a of absplute :figures. In 

this case , the share of a State will be inversely rela-

ted t o the level of absolute deveiopm~nt of such services 

in the State. 

3. 12 We recommend that 30% of tha all ocation to States be 

di3bursed on the basis of even development as explained 

ab<)VB • 

Eg u a litv 

J. 13 Although a number of commentators have criticised 

the concept of equality of States as one of the criteria .. 
for allocating ~~tional revenue, we are of the view that 

such . comrentaries are seriously misplaced. Zach Govern-

ment, no matter the size of the St:'tte, has minimum ad

• 
ministrative functions to perform for which resources 

are required. They each hav~ parliaments, Commissioners, 

the Civil Service etc. to up-keep. Although States are 

not •a ll the same in area and population, and the cr~t e-

rion o f equality favours the less p_opulated States, we 

beliP.ve 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 regardles s of their sizes, location, degree o f 
• 

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 financ ial resources 

to each state on the plain and simple fact that the 

State is Nigerian. This is a basic responsibility of 

fundamental importance. This moral principle doe s not 

allow for anyvariation as variation is tantamount to 

discrimination. 

J. 14 \.fe t herefor e re com::1end tha t 20~~ of the revenue to 

S ta ~e s ~c alloca t8d equall y . 
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The issue of deriv.a-cion · 

3 • . 15 The criterion of derivation seeks to share revenue 

o11. the basis of the State of origin of such revenue. 

The re is no doubt t hat states that stand to gain by the 

int~oduction of such criterion will naturally argue for 

its inclus ion in the list of cr~teria to be used . W~ 

however believe t hat by weaving the criterion of deriva-
I 

tion into the allocation pr inciples we would be directly 

undermining the unity of this country. There can be no 

just ification for its recognition in a cohesive fiscal 

system which aspire s to national politica l en·l social 

development. Since the bulk of the Nige~ian revenues 

come from mining activities in which tbe States of the~r 

location have no investment except for the l:\n.d where 

such activities are be4-ing carried out~ it 1-!ill be inequi-

table to r ecognise the principle of derivation in sharing , 
the proceeds o f such national economic .activit:r. 

J. , 6 Thus throughout the history of revenue allocation the 

derivation principle hampered the development o f equity 

and rationality in Nigeria. 'It poisone d inter-government 

relationship a nd generated. inter-regional animosities and 

disput8s. More than anything else it hampered the dave-

lopment of a true sense of national unity. . . The nation 

mus t move away from this dan~r. The discovery and exploi-

tation o f oil in the East which transformed that region 

f rom fi~zncial weakness to financia l streng th be twee n 194 6 

and 1966 showed that no area is certain to prosper and 

another area to remain in poverty perpetually. The d is-

oovery of the all-important uranium and o t h e r minerals · . in 

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

. ..... /1J 
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3. 17 On the other hand we do recognize the fact that the 

areas w!·1ere mineral extraction is being undertaken suffers 

substantial depredation and dese·.cve reasonable recompense. 

In judging thi s is sue of rec ompense we must not fail to 

recog nize that there are substantial benefits acruing to 

the mine ral producinG areas as a result of extraction 

activities in such areas. For, whil e th~ communities in 

these -- ·':'as may be d~>-r:r;.vecl the use of' their lands pre-

sumably for farming purposes it is equally true that the 

companies carrying out exploration activit:..es provide --such communities with relatively highly paying employment, --

social infrastructure such a~'< roads, schools, c·l:Lnics and 

_bo on. A~l this is in addition ;o high revenues derived 
{,., 

from rent a~: royalties. The coffers o -'. the {:;0vernrnents 

in the areas are also raised by the enhanced taxab le ~a~a-

city in the &reas of such activities. Therefore the ac-

tivities of mineral extrac tion in relatjon t o t he host 

states are not entirely negative and we should be honest 

to rec ognis e t his point. 

3 - 18 Hmraver in spite of the benefits which the host St~t es 

enjoy directly and indirect l y from the ac.ivities of mine-

ral extraction, we recognise the need to provide something 

directly from national revenue to go to the areas in which 

s~ch acti. ·itias aro carried out. It is ~or this reason we 

have earlie r recommended that if% of the Federal alloca-

tion be set aside to take care of environmental problems. 

Local Governments 

3 . 1 9 lve recommend that 1 o% of the Federation Account be 

shared amongst the States for al l ocat ion to the local Gova rn-

ment in their areas. He also r ecoo.unend that each State· 

shou l d in addj ~ ion pay t; . ) the States Local Government s 109b 

.... 4 ••• / 1 l~ 
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of its total revenue to be disbursed among st the loca l 

governments in that State. 

-3. 20 The State Joint Local Government Account should be 

allocated among the Local G0vernments on the basis of:-

Population 50% 

Even Developro1ent 20% 

Equality JO% 

The rationale for inter changing the percent age for 

equality and :!:Yen De,·el opment, compared with allocation 

among states is that the reliability of ~ata at the 

Local Government level is lese than that at the State 

l·evel. 

• 

• 

I ' 



J· :c. .nc r :-.L::UF C!1 Kovc nue Allocation 

1. Dcvcl vpment Lo;;.n Funds: . . ___ -.... :... ..... _ .._ :;;....;. ··~ ~· _ ---~ ~--· 

The proceeds from Development Loan Funds represent a significant 

frnction of the Statc' s·total financial resources for executing its 

Capital development. programmes. 

The lol'.l71 hns consistently been a reliable source of revenue to 

the State and if discontinued will throw the whole development plan 

of the State .out -of gear c.s drastic c.u·:s will have to be made in the 

Capital Estimatr; s unless :1 corresponding increase is made to the 

Statutory Ailor-'ltion of th~ State: 

• The present arr2ngement wher~by the Federal Government 

borrows from the Priva t e Sector then lending it to State Governments 

needs to be conti nued. This is necessary because no St.f\te in 

the Federation has b.:oen nb~- --, to raise any appreciable amount from 

this sourc e. w.--~ suggr~st that the proceeds should continue to be 

shared out among the 3tatcs using the present criterJa . -
2:. Foraign Exc;vmge 

" The n:o.nagemcnt of fon~ ign exchange should continue to be the 

exclusi:ve: 11:.:s .- r': " of t .he Federal vovernment. Thi·s includes the 

planning and pr..:}J:-trntion of foreir:-1· exchrmge budge t ·, its allocation 

to the va~ous ~i c rs of C~ver~ment, its final approvcl and general 

administration, ~ 

The estimated a.rr.ount for this should be allocated to States 

as a percentage of their share of statutory revenue allocation. 

There is, however, ::t .:1eed to remove the much red-tape in the 

processing 0:1.nd .:.1oproval of ~- ·r1i c <, ti ons for foreign exchange. 

1"-" o\ ve.s 
Establishing a n<;w Cn.-J.- .. tal .in ta i tt?tt!beavy expendi-ture 

especially at tne prclimina~y stnges of setting up the basic infras-

tructure and buildings. This is, however, the Federal Government's 

responsibility and !s thus exp~cted to bear the cost. .It is 

recomrnend2d th8t a_ special account should be opened by the Federal 

Government . -:r . .::-di tinz it v·i th 3% of its o\-m share of fed0rally 
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bottleneck and facilitate the completion of the Ministry's 

progra~mes on Schedule. 

4. Grants 

Because of the P.nticipated increase in revenue acruing to 

States from statut ory revenue allocation, the cumbersome way in 

which jlT•mts is managed, the delays in its remittance and the man

power wastages involvGd i~pursuing its collection, it is recommended 

that grants should be c:~ emphasiscd•in the issue of :t'evonue 

allocation• 

5. Federal Presence in Stnt~s 

It is our view that F8deral presence in State Governments 

contributt=:s to the level of devnloprnent achieved in a State and 

this level achieved has a direct relation with the lYvel of develo-

pment so a chieved.. 

In considering rev~nu~ allocation among the State, a criterium 

of even development which assumes consideration of minir1um standard 
t 

has been :1. ··~o~~pt::r~ted in the dete;}mination of the :formula to be 

used for allocating rc.renue among the Stateos. Where the Federal 

Government will come in is in the future where it has to take into .. 
account the extent of its own p:es8:1ce in locating further facilities 

with a view to enhrmce even development of the Country. 

6.. Financial Projec'tious 1 )80-1985 (H M) 

Sources 1981 1982 1983 1984 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 I~ v 21.57 22.43 23.74 24.62 25.83 

5. Recurrent Surplus 55J) 56.33 60.85 61.11 63.95 
~ 

6. Add Interna l Lon.n (Fed ) 30.00 30.00 30.00 30.00 30.00 

7. Add External Loan 20.00 · 20.00 - . 

• . • • /3 
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8. Other Loans 

9. Add Anticioated 
Balance in.Dcvelopment 

-3-

fund ·Acc;unt .·.:.. . 10.00 

,.... ,,._ ,t .. 

:. ,. -. .,. ~- ~ 1':}0) ' 1985 

2 .. 0c 2.oo 

--- .. 

10. TOTAL 95.49""'108~33 112.85 91 . 11 93.95 . ' . ' 
1. e W501. 73 m or appropxirr~.tely 14502m · 

Because of the increase in oil .price~ ~1 ~ revised revenue 

made . • projection was 
~ 

.. 
. · ... 

Sourc es 1981 1982 · 1983 1984 1285-

1. State Indpt, •. Revenu~ ·-··· -- ~ · 13.01 14.:;1 15 .. 61 . 16.9~ 18.·21 
: 

2. Statutory Revenu~ 282.99 287.10 292.07 298.47 321.50 
I : 

3. Total Recurrenif R'v-. 296.00 301.41 307.68 315.38 ' 530.71 

'•4 . a}-" Les s Recurrent Exp • . ·-·· · . .. 138.62 145.55 152.83· · ~.6e;1i.? 168.50 

b) Les: State-Rev. to LGs. 29.60 " 30.14 30. 77 31.54 33.07 
----·· ... 

5. Recurre~!t Surplus , .. :127.78 125.72 124.08 
,# 

30.00 30 .. 00 
;.. 

Add I nternal Loan (F~d) 30.00 30 . 00 30 ... 00 o. 

7-. _. Add E:x:tE>rnal Lonn t 20 . 00 20.00 

8i Other Lvans 2.00 2.00 

9~ Add Aniticipated Bnlance 
in Development fund Account ~1~0~·~0~0 ______________________________________ _ 

167.78 177~72 176.08 153.37 159.14 

1. e . 834. 09m or appro:-:::.::1etely WB34m~· 
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( S·:;f\OTO ST .~T E) ()1~ '.L:-lS ISSU E: G::- · REVE:NUS 

ALLOCATION 

INTRODUCTION : The issue o f ~evenue Alloca tion in Nigeri a 

has al ways ge ner a t e d alot o f heat i~ the po l itical cir cles . 

This is what it should be in a multi-national society such 

a s ours wh e r e the services of the dist~ibutable resources 

require d for develo pment keep on changing loc a tional origin. 

For insta nce, in the sixties farm products such as cocoa, 

cott on a nd groundnut which or iginate from the North and 

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

oil fr om the riverine areas of the Federation. 

No matter how resources keep on 'hanging origin, the 

f a ct remains that Nigeria as an entity should be the pride 

of all of us. Past events have shown that the continued 

existen~e of the country as an entity is not only desirable 

but necessary. We believe that the c c 1eept of Nigerian 

unity and c onsequent integration of tr . ~ communities is a 

mani fe~ tation of recognising the peculLarities of e cich of 

th e feder a l units and above all accep·:ing and tolerating 

the differences in a spirit of one n a~ion one destiny. 

To accept the a bove proposition ~S to accept the notio~ 

of t he need to evolve deliberate poli:ical a nd economic 

strategy which can eliminate areas of Jotential conflict 

so th a t Nigeria as a nation can withs:~nd the strains and 

stresses of e merging nati o nh ood. Thi; can only be achieved 

through the spirit of give and take, :1e spirit ...,: '1-:· -~J ther

hood, thus the principle of narrowing ievel opmen tal gaps 

shou ld be given the right place it de~ · !rves when contem

plating the thorny issue of revenue a:~ocation. There 

should also be a conscientious effort :o narrow th e develop

me ntal g a ps between rural a nd urban ar~ as and among Local 

Government areas in each of the State~ in the Federation . 

i-Je believe that 1.t is only by so doin s' shall we eliminate 

areas of conflict (to a reasonable e x h! nt) and pre pare for 

a giant leap into a n industrial era. ~uckily, recent poli

tical a ctions at various levels of govt~rnment a re very 

assuring that c onsidetation of natio ns interest is reigning 

supreme. 

we appreciate the various steps L1ken to evolve an 

acce ptabl e revenue allocation formula :.ince independenc2 . 

So lutio ns a rr ived a t, however, have un ; ortunately o ften 

proved ei t he ::- i!nwor kable o r s ometime s \iOr ked f or o nly a 

\vh i l e. 
· j2••m• • r~ •fiJ 
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7he rc a s c ;,s f o t- such f'.l ilure could be · e. t tri~v. i:ed t o eiti;cr · 

the r e luc ta nce un th e p2 rt o f the auth ors t o f ace th e 

nations prc blems squ 6 r c ly a nd the tact o f taking the s a fety 

va lve aspe ct of the prc blem 7 by being unn e ce s sarily v ague , 

technica l and academic. The report of the latest o f such 

Committees, the Aboyade Committee, was by all standards 

known in this c ountry t oo abstract ~nd ~onsequently could 

not be operated. The report is loaded with jargons such 

as "al)sorbtive capacity, Fiscal Efficiency, Equali ty o f 

acc ess rr etc. which conve y little or no '•iessage to the vast 

majority of the elite who are expect2d to translate the 

report into action. 

II - FACTORS (CRITERI/-\) TO CONSIDER IN REVENUE ALLOCATION: .. _ 
We submit that the fo llowing factors be considered as 

listed in order of importance which taken together will 

take ad~quate case of the problem and lead to the desirable 

state affairs high lighte d in the introduction to this 

memoranda:-

(<:.. ) Population 

(b ) Need a nd Even Development. 

(c) Equality 

(d ) Derivation 

(e) Land area and Communicat i. ·.m. 

(a) POPULATION - We consider pop;lation as the most 

practical indicator of the need fer development finance. 

It does not need a demographer to clr ive home the poi.1t tnat 
the more people you have the more · income you w~ll 

require to provide services. The extent to which such 

services are planned and subsequertly over stretched or 

otherwise will largely depend on the number of people you 

have to cater fori. For instance ' ' O U need a different scale 

to measure a Clinic for 10,000 and 3000 people respectively• 

Consequently, you need different barometers to measure 

running c usts etc. In the past, :his has unnecessarily 

generated controve rsy. It should, though, since sim~le 
J 

logic and reason suggests that th~ more people you have, 

the larger your facilities have t: be and the more likely 

of the s ervices being overs tretch:d • . We believe that for 

all practica l purposes the 1963. figure s with the annual 

project i ons have become accepted Eor planning an d o th e r 

purpose s in Nigeria. These figuL cculd thus be ,used. vJc 

recommend that 4 5% of the Federal revenue be allocated 

us ing t h is cr~teria. 
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(b) NEED ~N O EVEN D~V~LO?~SNT Need he re r efe rs t o the 

speci fic pecu li a r itiEs of ce rtai n St a t e s o f the Federa l 

which necessari ly f o rce s s uch states t o r e q uire more fu nds. 

Suc h need include s t l1 e prob l e m of disl occ:tticn o f people as · 

well as air water po llutio n in oil producing areas. Desert 

encroachment d r ought situations in t he sah e l zone of the 

country . There a re also o ther human fact ors like t he need 

to bridge th e educationa l and c omm·erc'ial ga ps between the 

n orthe rn and southern states. It could be seen that the 

issues here are either natural or those which come into 

being as a result o f some people giving up their abode for 

the purpose o f national pursuit for oil . \-Je rec ommend , 

therefo re, that 25% of the federal revenue be a llocation 

using this criteria. 

(c) EQUALITY - We believe that there should be s ome 

minimum standards which all things be ing equal, should 

prevail in each of th ~ States o f the P ~deration. we, there

fore, recommend 10% of the Federal rev ~nue to be allocated 

using this criteria to provide this mi 1 i~um. 

(d) DERI VATION: - We appreciate the -issues involved in the 

issue of der ivation~ ~he argument in favour no rm a lly tend to 

be mo ralo The consideration has bee n ~ iven such a weight 

in pr actical terms that the per capit .t in the so-cal led 

deriO"ation areas is ot:..en four times ·:•e rest of the country. 

A curs ory l ock at the · .<)79/80 state a ~- l ocation/budgets con

fi rrr.s t his. 1,1/e a r e of t he opinio n ; h •/ . .;ever t that too much 

moral undertone is given to this issu(' to the extent that 

areas where o il is produced are given ~ special pl ~~~ in the 

eccnomy. We are not unmindful of the need to work out some 

form of compensation for oil produ~in ~ areas in return for 

loss of farmland and se ttlements . Ho~~ver, in the interest 

of national unity the clesiration p.~inciple sh ould be de 

emphasised to rn.ake !'easonable lump of rlevelopment finance 

go r o und to other States. We recommer. d that 10% of Fe deral 

Re venue be allocated using this criteria. 

(e ) . LAND AREA AND COMMUNICATION- Th~s point is important 

for two reas o ns. (a) Where the land ar ~ a is vast, there is 

a tendency f o r people t o be scattered ~ nd consequently th e 

unit s of p r o jects multiply with the nu Tber of such settle

ments (b) Those a reas of the c ountry w~ i c h are f a r away 

fr om the c oast naturally have contingen2ies and cost of 

transport added to the c ost of materia ~ s. We rec ommend 

th a t 10% :::: f th ~ Federal Re v e nue be a lJ .: :ated us i ng t hi s 

cr iteria • 
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need f o r devel opme nt fin2nce at all levels of government 

we reccwmend that t he Distributable Pool Accoun t (DPA) be 

enlarged in such a way as to make enough reven~e available. 

We rec ommend a llocat ion to the three tiers of governmen t 

a s fo ll ows:-

(a) 

(b) 

(c) 

50% 

35% 

15% 

Federal Government 

State 

Local 

Government 

Government. 

The above recommendation is realistic when cognizance 

is take n of centre-peripheral relationships in developmental 

efforts. Such areas of overlapping include Universal Prim~ry 

Education Prog r amme , Health, Education, Roads and ~s f2..:o~r.r 
Fl1'£ Co~tion • ......-r:~ 

It might be suggested that an allocation of 15% to 

Local Governmen t is ~oo much. However, our submission is 

based o n the fo llo";2 :1g c onsideratior· :-

(i) 80% o f Nigerians ar~ direc tly affected by Loca l 

Government efforts: 

(ii) Local Gove:nments house ~1e l owest i ncome earners 

and as such s ervices havr. to be rende red free 

of charget 

(iii ) The need t: tra nslate th~ principla of rural 

devel o pmen t: and 

(iv) The need to arrest rura l - urban drift. 

It is our belief that given t~e funds, Lncal Govern

ments will recruit qualified staff in readiness to deliver 

the goods. 

STATE - LOCAL GOVERNM~NT FINANCIAL RELATIONSHIP: 

Fo r reasons advanced above, ~2 recommend that 15% of 

States revenue go t o Local Governm~ nts. In addition, they 

sh ould be given the right to coll€ct revenues now acruing to 

State s, such as motor cycle registration gees, Radio and 

TV licensin g fee s and the p~y as ~0u earn paid by Loca l 

Governme nt staff. 

_ .. 

"•'!'-

i ' 


