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Introduction 
here is development crises associated with policy 

failures of the formal government system in local 

governance in Nigeria. The resources at the disposal of 

local governments are no match for the responsibilities before 

them. The devolution of authorities is skewed in favour of 

federal and state. Local governments are considered to be the 

nearest government to the people at the grassroots in Nigeria, 

and are strategically created to play a pivotal role in national 

development. Whereas local governments are in a vantage 

position to articulate the needs of the majority of Nigeria as 

they take responsibility for the governance of about 70% of the  

population  of Nigeria. There is however a paradox of 

centripetal forces when it comes to distribution of resources 

and areas of responsibilities. Local government had always 

been considered an inevitable and indispensable home of the 

political system and accepted by all as an important means of 

extending and encouraging political participation to millions of 

people and possibly also bringing development at the very 

door-step of citizens. All are agreed that the local government 

is the government that is the closest to the grassroots and 

makes the highest impact on their lives.  
Over the years, there has not been a general consensus as to 

the precise role local governments should play. This singular 

factor makes the problem regarding the objectives of local 

governments most important. Thus, in the Nigeria polity, local 
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institutions are primarily established to achieve three broad objectives: To get citizens 

involved in the management of their affairs, To ensure that resources are effectively 

mobilized; and to meet the needs of citizens as quickly, as possible, Aghayere, V, (1997)  

The first objective is to ensure that the local governments function to bring democracy to 

the local citizen, secondly, it serves as a vehicle for political participation of the local 

citizens as well as to educate and socialize them politically. The second objectives is to 

arouse in the citizens the zeal or willingness to contribute financially, materially and 

morally to the management of local affairs. And to mobilize the citizens to participate on 

voluntary basis in community developments and to participate in committees engaged in 

self-help projects. The third and final objective is to ensure that local governments exist 

to provide services to the people and that these services measure up to national standard 

and are provided in the least restrictive environment. The idea is informed by the objective 

consideration of the fact that a local government is close to the people and because its 

closeness, it can render some services more efficiently and effectively than  the federal 

and state Government 

To support this point, Fieldman and Goldrick in Egonmwan, 1984) outlined three main 

point why local governments are given the responsibilities of providing some essential 

social services. These include the followings:  People in local community know their 

peculiarities and are there in a better position to understand the needs of the local 

community, It is possible that local citizens could have superior capacity to conduct their 

local affairs, Because of the size of the country as well as most of the states- in population 

and land mass, there is often a limit to the span of public activities which the central or 

state government can efficiently and effectively carry out. 

We make haste to say that, of the three broad objectives of local government, more 

emphasis is placed on the service delivery function than in other two functions. The 

reason for this is that to the ordinary person, it is through the service function that he 

becomes aware of the existence of local government. When there is no water, no drug in 

the local dispensaries, when roads are bad, when there are no markets, stalls, no health 

centers, and when refuse is littered all around the place etc., the ordinary citizen blames 

it on the local government. It follows therefore that the local government affect every 

citizen through the service function. Traditionally, local government have been associated 

with the provision of basic social services and basic social infrastructures. These social 

analyze cumulative   effect of a myriad of ancillary factors posing impediments to local 

governance and service delivery in Nigeria. Even though some of these impediments can 

occur concurrently a thematic approach would be adopted to situate a discernable 

picture of the impediments.  
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services include (but are not limited to) education, health, housing, environmental 

sanitation and other welfare services. In Nigeria, both the federal and state governments 

are involved, to some extent, in the provision of some of these services but the local 

government assumes greater responsibilities in the provision of these services. Aghayere, 

(1997)  One of the reasons why the government at every level is committed to the 

provision of social services is to improve the quality of life of her people.  

 The intention in this paper is to underscore the gap between the responsibilities and 

resources devolved upon local governments in Nigeria. The impediments to local 

governance and service delivery shall be itemized and zeroed in on. The paper outline the 

ways and methods of consolidating local governments being the engine of national 

development. 

 

Conceptualization/Theoretical Frame Work 

In practices, words hardly make universal meaning except when placed in context. 

Sometimes a word can imply the complete opposite of what is meant when used in two 

different contexts. In a piece as this, it is necessary to attempt contextual or operational 

definitions of key words to eliminate incidence of ambiguity.  

 

LOCAL GOVERNMENT 

Local government is the designation given to the unit of government below state 

government. In Nigeria, Local government is the third tier of governments occurring 

below State and Federal governments. Local government is sometimes described 

differently in some other countries. The description includes state, province, region, 

department, country, prefecture, district, city, township, town, borough, parish, 

municipality, shire and village. It must however be noted that some of these only describe 

units for administrative convenience and not necessary a legal local government as in the 

case of Nigeria. Section 7 of the 1999 constitution of the Federal republic of Nigeria 

provides for local government system in Nigeria. Gboyega. A. (2003) 

The international Encyclopedia of social science (1972) defined local government as public 

organization authorized to decide and administer a limited range of public policies within 

a relatively small territory, which is a sub-division of a regional (state) or National 

Government. 

According to United National office for public administration. Local Government is: 

A political subdivision of a nation or state, which is constituted by law and has sustain 

control of local affairs, including the powers to impose 

Taxes or to exert labour for prescribed purposes. Local Government is equally seen as: 

A political sub-division of a National or Regional (state) Government which in nearly all 

cases receives its power from the National or Regional Government but possess some 

degree of discretion in the making of decisions and performance of its functions with 

some taxing powers. 
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The Federal Government of Nigeria (1976) described local government as government at 

the local level exercised through representative councils established by law to exercise 

specific powers within defined areas. 

These powers should give the council substantial control over local affairs as we as the 

staff and institutional and financial powers to initiate and direct the provision of services 

and to determine and implement projects so as to complement the activities of the state 

and federal governments in their areas, and to ensure, through devolution of functions to 

these councils and through the active participation of the people and their traditional 

institutions, that local initiative and response to local needs and conditions are 

maximized. 

Blair,G.S. posited that:. (1977) Local’ Government is an organization or agency, which has 

a resident population, occupying a defined area, has legally authorized organization and 

governing body, a separate legal entity, the power to provide certain public or 

governmental services, and a substantial degree of actual power including legal power to 

raise part of its own revenue 

 

LOCAL GOVERNANCE     

Simply put, local governance is defined as the process or act of articulating and dispensing 

values and resources for the benefit of the people at the local level. Governance should 

be seen in this context as the process of administering human, material and natural 

resources for the benefit of a given people. Since local governance involves the 

management of development process at the local level, it is usually carried out by a 

political and administrative unit that is empowered by law..  

Local authority: Local  authority  refers  to a group of persons empowered to oversee the 

political, social,  geographical, economic and  administrative affairs of a locality. 

 

LOCAL GOVERNMENT AREA   

 The geographical spread of confines covered by authority is referred to as local 

government areas. 

 

INDIGENOUS INSTITUTIONS 

Indigenous institution refers to traditional authorities, age group, non-governmental 

organizations community based associations and other actors that are considered to be 

part of the locality. They have been observed to possess vast and undocumented body of 

knowledge, wisdom, skills and expertise’s developed over time as a result of the 

environmental challenges, technically speaking, indigenous institution should provide the 

foundation for problem solving strategies especially as it relates to local communities. The 

question really is how often do agents of local governance in Nigeria explore indigenous 

participation in the business of governance and service delivery? 
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SERVICE DELIVERY  

 Service delivery seeks to describe the manifestation or realization of both tangible and 

intangible development stride. Grading of roads, provision of portable water and 

electricity are seen as tangible service. Maintenance of peace, provision of security service 

and dissemination of useful information through radio and television are seen as 

intangible service. Whether tangible or intangible, the performance of government is 

usually against the resources at the disposal of the authority. The ability to harness the 

resources is in itself part of the measurement of service delivered.   

 

Methodology:  

Materials for this research were from primary and secondary sources. The primary one 

are from oral interview, whereby people were interviewed especially people that work at 

the local Government and some that had experience of local Government activities as well 

as the people at the local area. 

Secondly, books that were written on this topic and other relevant materials were used. 

It is very interesting to note that the books used helped immensely in giving the relevant 

information for this research. Texts were critically assessed and the relevant information 

was taken. In delivering the text the critical analytical method was applied. 

 

Theoretical Frame work: the public choice theory 

The 1980s saw a renewed focus on public choice theory of local government which had 

been credited to the works of Buchanan and Tullock (1962), Niskanen (1971 and 1973), and 

Tullock (1976) Cited in  Iyoha,F.E.1998) 1Public choice theorists argue that the market is 

the most optimal means of decision making  and allocation of resources, an area for which 

public bureaucracy and representative democracy, by comparison, are profoundly 

defective, The processes of political representation, in their view, is inadequate for 

resource allocation  and the expression of citizen preferences. 

For public choice theorist the public sector is naturally given to excessive growth in 

expenditure. Which can  be as much as twice the optimum over what a private would 

provide This, in their view is an indication of the inherent weakness in the operation of 

public bureaucracies   representative democracy. Such weakness an intrinsic disposition 

for  local authorities to overspend, be wasteful and  inefficient in the use of resources. 

This arises from the tendency among bureaucrats to pursue self-interest goals rather than 

collective interests public choice theorists argue, are served  by their continuous push for 

increases in budgetary allocation which translates to increases in their number, better 

chances for promotion, and enhances job security. This is reminiscent of the new public 

administration exponents’ argument that bureaucrats cater for their private interests 

under the facade of administering in the general interest, but differ because it does not 

emphasize social equity in administration. As a result the preferences of consumers are 
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rarely taken into consideration, while the consequence is low quality services that are 

unresponsive to particular needs and demands - yet more expensive than the private 

sector equivalent 

To resolve the identified problems public choice theorists proposed the fragmentation of 

existing bureaucracies and local authorities, which they thought were too large, and 

lacked incentives for efficiency. Large authorities, the theory holds, erode the citizens’ 

control of local officials. Smaller authorities would result in special purpose bodies which 

could be more accountable to the electorate and maximize  consumer satisfaction. In this 

setting rivalry and competition between jurisdictions would be encouraged, while 

consumers would be in a position to relocate in a jurisdiction where they can get value for 

money. In addition they recommend   contracting out services which would ensure that 

efficient organization required in a profit oriented private enterprises; and further break 

the monopoly enjoyed by in-house service providers and thus challenge the restrictions 

arising from professionals and trade unions.  

Applicably, Public choice ideas do, however, have a resonance in developing societies in 

that they remind people of the powerful position administrators and professionals play in 

the determination of the content and direction of public policy. In addition the 

 Argument that large local authorities erode citizen’s control of local authority officials is 

also relevant (as this study argues), particularly in areas, as in rural Nigeria, where 

communication infrastructure is inadequate. The use of smaller local authorities would 

ensure the satisfaction of the diverse preferences of different people, clans, and villages 

by encapsulating more homogeneous social groups.  The other elements of public choice 

theory - the call for a reduction in the growth of public spending and privatization of 

services is, however, quite inappropriate for the Nigerian situation. It would be a recipe 

for aggravating the existing socio-economic hardship occasioned by the structural 

changes of the 1980s. What is required in most developing countries is not a strategy of 

reducing growth in spending, but the redirecting of excessive expenditure on military 

hardware to the provision of basic needs through a financially and politically strengthened 

local government. Increased expenditure, in a properly managed council, should be an 

indication of government’s attempt to live up to its raison de’etre - the provision of more 

services to the greatest number of people. 

Although it is necessary to curb mismanagement, it is crucial that government does not 

end up perceiving itself as an entrepreneur in search of profit maximization to the neglect 

of the needs and aspirations of the people. Onu, G. (1995) in developing countries, 

competitive service delivery which results in quality services accessible and affordable to 

a few people is nothing but a formula for heightening deprivation. Unlike western 

countries developing countries have no welfare systems which help to cushion 

deprivation. And the people’s history and way of life hardly allows for movement from 

one authority to the other in search of quality service. They expect services to be provided 

effectively and efficiently in their respective towns and villages. Aluko,M.E (2005) 
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People in developing countries recognize the importance of local authorities as the 

closest tier of government which they can pressurize to provide needed services and 

through which they can acquire political influence. What is required is the strengthening 

of the local authorities’ executive ability through better funding and the elimination of 

incapacitating central controls which hinder local autonomy. In addition the local 

authorities need to create a proper administrative framework for the participation of the 

people in planning and service delivery. 

 

HISTORICAL DEVELOPMENT OF LOCAL GOVERNMENT IN NIGERIA   

 While the focus of this paper is to examine governance and service delivery at the local 

government levels in Nigeria, it would be necessary to, first take a cursory look at the 

development of local government in Nigeria. 

Local government has a long history in Nigeria. It was referred to as native administrative. 

The administration was structured into four main but interdependent parts as follows:  

1.  The  resident, who provided direction and control 

2. The Native Authority, usually headed by a chief who enjoyed legitimacy under the 

indigenous political systems, often supported by Council of Elders  

3. The Native treasury, and 

4. The native Court composed for representative of the Native Administration. 

 

There is popular argument that the system of Local Government under the colonial rule 

was designed to facilitate easy administration for the British strangers who in real terms 

hardly ever understood the socio-political and cultural terrain of the colonized people. In 

spite of this position, the system of governance in Nigeria then had some noticeable 

ingredients of what the average Briton believed in, cherished and revered.  

The period immediately following the attainment of independence in Nigeria was 

characterized by experimentation and adaptation. There were no major reforms in the 

structure and pattern of administration of Local Government or native administration 

inherited from the colonial agents. Development was at its lowest ebb. There were 

evidences of indiscipline, nepotism, licentiousness, ineptitude and indolence in Local 

governance. The nascent state of independence was partially responsible for these 

conditions. Even though the prospects of evolving a stable system of local governance   

appeared promising, the early nationalists leaders  at independence were impatient with 

the bequeathed system of indirect rule which sought to give prominence to traditional 

rules to the  neglect of most other functionaries. Their   reversal approach was to attempt 

to alienate local governance from the indigenous institution. Predictably, the result was 

that local governments suffered neglect in the 1960s and civil war further undermined 

development in the period. 

The point being made here is that   all these, in one way or the other, have over the years 

been passed down and indeed contributed to shaping what is today regarded as the state 

of Local Government System in Nigeria. It must be quickly added that the intervening 
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years of military coups and   interruptions of democratic settings also had impact on local 

governance and service delivery in Nigeria. The military had little or no regard for the 

structure on ground. The military era had always witnessed the importations of such 

names as “Sole Administration” and “caretaker Committees. All these were anathema to 

development of local government.  

 

Literature Review. 

THE 1976 LOCAL GOVERNMENT REFORMS    

 The 1976  Local Government reforms is particularly noted to have marked a turning point 

in the historical  development of Local Government in Nigeria in that it represented  the 

first time a concerted effort was geared toward delineating and launching the future of 

local Governments. The reforms remarkably recognized and portrayed Local Government 

as the bedrock for socio-economic and political development in Nigeria. More 

importantly, it was seen as a way of bringing, government closer to the people. The 

reforms involved the introduction of elements of uniformity among the Local 

Government in the country as a whole. This uniformity has been conceptualized along:  

a.  The functions of the Local governments: 

b. The structure of the Local Governments: 

c. The financial resources of the local governments: 

d. The place of traditional institutions in the Local governments: 

e. Relationships with State government: and 

f. Law enforcement  

 

The 1976 Local Government reforms was conceived by late general Murtala Mohammed 

Administration, but executed by the subsequent. Military Administration of General 

Olusegun Obasanjo (as he was then addressed). Although, this reform was conceived and 

executed by military regime, the layout took an exception to the earlier described Local 

Government Administration under the military regime. In fact, the reform sought to 

correct among other things the preexisting non-uniform system of administration at the 

Local Government. There was uniformly of function and responsibilities for the local 

governments throughout the federation. These functions and responsibilities were later 

to be enshrined in the 1976 Constitution of the Federal Republic of Nigeria. 

The intention of the 1976 Local Government reform was to make appreciable impact at 

the grassroots. There were phenomena attempts to ensure that every local government 

has a good financial base for a successful take-off. For instance, the sum of one hundred 

million naira (N100.million) was made available to Local   Government in 1976/1977 fiscal 

year. The   money was by all standard a huge amount of money then. This was further 

enhanced in the 1977/1978 year to N250 million. It became N300 million in 1979 fiscal year. 

Apart from the provision of ebullient financial platform for Local Governments, there 

were attempts to take Local governance to a higher level   of development. Local 

government officers and other functionaries were highly insulated from the interferences 
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of other tiers of government. The functions and responsibilities of the state ministries for 

Local Governments shifted from controlling to advice and guidance.  The above account 

was the situation until the second republic which signified the second attempt at a 

constitutional government. 

 

FACTORS IMPENDING GOOD GOVERNANCE AND SERVICE DELIVERY. 

The series of Constitutions that existed in Nigeria seem to have, in a way impacted of Local 

Governance. The 1976 constitution and the subsequent 1999 constitution appeared to 

have made local government in Nigeria a child of circumstance. While the 1979 

Constitution enumerated certain functions that the local governments are to carry out, it 

failed to explicitly recognized and provide for local government as a third tier of 

government. The implication of this   is that the State Government forced the local 

Government to play subordinate role to them.  

While the 1999 Constitution recognized Local Governments as a third tier of governance, 

it nevertheless did   little to eliminate the friction between State and Local Governments. 

The Constitution only succeeded in escalating a bigger friction between the federal 

government and State governments over the control of Local governments. The 

ambivalent pronouncement of the 1999 Constitution on Local government spurred some 

state house of Assembly to pass new local government laws that have significantly 

changed the operational rules of local governance. Specifically, section 7 (sub section 1) 

of the 1999 Constitution provides thus. 

 The system of Local government by democratically elected local Government councils is 

under this Constitution guaranteed; and According, the Government of every state shall, 

subject to section 8 of this constitution, ensure their existence under a law which provides 

for the establishment, structure, composition, finance and functions of such council.  

 The implication of this, is that, various States, were to, subject to section 8 of 1999 

constitution2, oversees the establishment, structure, composition finance and function of 

local governments. Section 8 *subsection 3) further corroborated this position when it 

specified the procedure for creating a new local government by House of Assembly. 

Perhaps, these section explain while the Lagos State won the judgment of the Supreme 

Court over the creation of additional 32 Local governments thereby bringing it to 57 local 

government in the state.  

One of the most conspicuous contradictions in the 1999 constitution as it relates to Local 

government lies in section 162 *sub-section 7 & 8). While sub-section 7 arrogates to the 

national Assembly the power to determine the terms and manner each state shall pay to 

local government councils in its area of jurisdiction accruing total revenues, sub-section 8 

saddled the House of Assembly of the state with responsibility to distribute among   the 

local government councils the amount standing to their credit. The first tier of 

government (Federal)   had always relied on this section 162 (sub-section 7) to determine 
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and insist that local government councils received the amount so allocated.  The State 

government, on the other hand, rely on subsection 8 of this same section 162 of the 1999 

Constitution to alter allocation to the various local government councils. 

 The overall implication of these discrepancies for services delivery among the local 

government authorities   has been very looming and frustrating. There had been instances 

where the federal government have had to hold back the money meant for local 

governments in some States thereby grounding services delivery. In the face of these 

clashes, local governments have become the proverbial grass that suffer when two 

elephants fight.   

 

MILITARY RULE  

 Just as almost all the Constitutions that ever existed in Nigeria were the products of 

military rule, so is the federal arrangement a direct legacy of military rule. The attendants 

risk in the military arrangement of the tiers of government is that State and local 

Government Areas   were created to behave more as agents of the Centre. Creation of 

Local government areas and appointment of key officials were seen as objects of political 

patronage rather than being effort towards service delivery. This military mentally 

appears to have a remained with Civilian administration even after the exit of  military 

government. This explains why the demand for relative autonomy by local governments, 

as supposedly inherit in Federal system, is constantly resisted by both State and federal 

governments. Today the votes of the electorates do no counts as much as the will of the 

political godfathers. Ironically, political godfathers are really not democratic. They put 

their interest first before considering effective delivery of public services. This accounts 

for the ever-decaying service delivery at the grassroots. The bottom line of this discourses 

is that the accumulated years of military rule in Nigeria adversely contributed to the 

jungle-like situation  in the country’s Local governance. Service delivery had continued to 

suffer because the leaders of local government authorities are often selected by few and 

dominant political gang stars rather than being elected by the local government area who 

ordinarily have a mindset of those that can actually delver. Tonwe,D.A.(1995) 

 

THE ROLE OF FISCAL POLICIES 

Fiscal policies have over time influences services delivery in the various local government 

areas. Undoubtedly, there have been strong fiscal relations among the three tiers of 

government. These relations have been based alternatively on principles of derivation, 

national interest and indeed the military injected centripetal forces. Critically speaking, it 

was the 1999 Constitution that overtly commenced the description of the fiscal relation 

among federal, State and Local government. Section 142 of that a Constitution provides 

that the Federation Account would be distributed among the Federal, State and Local 

government such proportion of its total revenue as the national assembly prescribed. This 

explained why  an Act was passed by the national Assembly in 1981 fixing the proportion 



 

TIMBOU-AFRICA ACADEMIC PUBLICATIONS 
MAY, 2022 EDITIONS, INTERNATIONAL JOURNAL OF: 

 

TIJASDR 

AFRICAN SUSTAINABLE DEV. RESEARCH VOL.9 

41 
ISSN: 2067-4112 

of revenue to be transferred to  local government councils from the Federation Account 

and from each State’s total revenue at 10% each. This has since been altered any way. 

 One salient point that must not escape the discussion of intergovernmental fiscal 

relations is that revenue allocation to local governments is not in any way proportional to 

the functions and duties assigned to the local governments. The forth schedule of the 

1999 Constitution enumerated the function of local government councils and ran thus: 

Awotokun, K. (2005) 

The Main Functions of a local Government council are as follows:- 

a. The consideration and the making of recommendations to a State on; 

i. The economic development of the State, particularly in so far as  the areas 

of authority of the council and of the State  are affected, and  

ii. Proposals made by the said commission or body; 

b. Collection of rates, radio and television licenses  

c. Establishment and maintenance of cemeteries, burial ground and homes for the 

destitute or infirm. 

d. Licensing  bicycles, trucks), canoes, wheel barrows and carts; 

e.  Establishment, maintenance and regulation of slaughter houses, slaughter slabs, 

market, motor parks and public conveniences. 

f.  Construction and maintenance, of roads, streets, street lighting, drains and other 

public highways, parks gardens, open spaces, or such public facilities as may be 

prescribed from time to time by the House of assembly of a State. 

g. Naming  of roads and streets and numbering of houses: 

h. Provision and maintenance of public conveniences, sewage and refuse disposal: 

i. Registration of all births, deaths and marriages.  

j. Assessment of privately owned houses or tenants for the purpose of levying such 

rates as may be prescribed by the house of assembly of a State; and 

k. Control and regulations of ; 

l. Out-door advertising and hoarding, 

m.  Movement ad keeping of pets of all descriptions 

n. Shops and kiosks    

o. Restaurants, bakeries and other places for sakes of food to the public 

p. Laundries, and  

q.  Licensing, regulation and control of the sale of liquor.  

The above functions are often considered to be primarily and mandatory   covered 

by the local government councils. There are   however some other functions local 

government councils  are to share with their states. These functions which are 

embedded in subsection 2 of the fourth schedule were introduced thus: 

2. The functions of a   Local Government   Council shall include participation 

of such council in the Government of a State as respects the following maters. 
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a. The provision and maintenance of primary, adult and vocational 

education. 

b.  The development of agriculture and natural resources, other than the 

exploitation of minerals.   

c. the provision and maintenance of health services: and 

d. Such other functions as may be conferred on a local government council 

by the House of Assembly of the State. 

 

The focus here is to attempt to weigh these functions   against the sources of  internal 

and external  revenue accruing to the local governments. In there is nothing primarily 

wrong with the above-described distribution of fictions to Local government councils. 

Not only that it is in accordance with the economic principle of fiscal development, but it 

is also a common practice by other decentralized countries in the world. Modern fiscal 

policies geared at stimulating development presupposes that the provision of services 

should   be located at the lowest level of government consistent with the incidence of 

costs and benefits. The thinking here is that lower tiers of governments have greater 

information about local conditions and can therefore provide commensurate services 

suited to the needs of the local population. In fact, in large federations like Australia, 

Canada and the United States of America financing and supply of basic services are twin 

component of development that are often primarily determined locally. There are only 

few instances of general sharing of revenues collected by higher tiers of government. 

This is not the case with Nigeria because her fiscal policies are centripetally skewed. 

Nigerian fiscal policies do not avail the local governments with enough sources of revenue 

that can make significant impact on the structure of local finance. Tax resources are 

ideally supposed to be the main source of revenue o local governments. The taxes and 

levies assigned of the local government in Nigeria are relatively less revenue yielding. The 

respective tax resources of the three tiers of government are as summarized below: 

(A) Taxes Assigned To the Federal Government Companies Income Tax 

I Withholding Tax on Companies 

3. Petroleum Profit Tax 

4. Value Added Tax 

5. Education Tax 

6. Capital Gains Tax - Abuja Residents and Corporate bodies 

7. Stamp Duties Involving a Corporate Entity 

8. Personal Income Tax in respect of: 

(a) Armed Forces 

(b) Police 

(c) Residents of Abuja (FCT) 

(d) External Affairs; and 

(e) Non-residents 

(B) Taxes/Levies Assigned to State Governments 
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1. Personal Income Tax: 

(a) Pay-As-You-Earn 

(b) Direct (Self and Government) Assessment 

(c) Withholding Tax (Individuals) 

2. Capital Gains Tax 

3. Stamp Duties (Instruments Executed by Individuals) 

4. Pools Betting and Lotteries, Gaining and Casino Taxes 

5. Road Taxes 

 

Baseness Premises Registration and Renewal Levy 

i.  Urban areas as defined by each State N1000:00 for registration and N5,000 

for renewal per annum  

(ii)  Rural areas-registration and renewal 

7.  Development levy (individuals only) not more than   N 100:00 annum  on 

 each taxable individual. 

8. Naming of Street Registration Fee in State capitals  

9. Right of Occupancy Fees in State Capitals 

10  Markets where State Finances are involved 

C) Taxes/Levies collectible by Local Governments 

(i) Shops and Kiosks rates 

(ii) Tenements rates 

(iii) On and off liquor license 

(iv) Slaughter slab fees 

(v) Marriage, Birth and Death Registration 

(vi) Naming of Street registration fees (excluding State capitals) 

(vii) Right of Occupancy fees (excluding State capitals) 

(viii) Market/Motor Park fees (excluding markets where State finance is involved). 

9. Domestic Animal license 

10. Bicycle, trucks, canoe, wheelbarrow and carts fees other titan  mechanically 

propelled trucks 

11. Cattle tax 
12.  Merriment and road closure tax 
13.  Radio Television (other than radio/TV transmitter) licenses and vehicle radio 

license (to be imposed by the local government of a State in which vehicle is 
registered) 

14.  Wrong parking charges 
15.  Public convenience. Sewage and refuse disposal fees 
16.  Customary, burial ground and religious places permit 
17. Signboard/advertisement permit’ 

 

It is evidently clear from the above that taxes assigned to Federal are those of very high 

yielding potentials. Between 1993 and 1997, federally collected revenue amounted to an 
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overwhelming 95.62 percent of total government revenues’6. Undoubtedly local 

governments appear in the least position in this respect. Again, a thorough look at the list 

will reveal that taxes assigned to local government councils are not only easy to evade by 

the tax payers but also very difficult and expensive to capture by the councils. In fact, the 

twin problems confronting internally generated revenue of local governments today are 

deliberate evasion of tax by its local citizenry and abysmally restricted fiscal jurisdiction. 

This is not to say other problems like corruptions and delegation of tax collection should 

be swept under the carpet all local governments in Nigeria share these problems in 

different quantum. The thrust of this discourse is that for a financially healthy local 

government to exist, responsibilities and functions must be attuned to taxing power and 

ability to generate funds internally. 

Technically speaking, the above discussion has so far only represented the internal source 

of revenue for local government. There are also external sources of revenue to local 

government. For the purpose of brevity and good focus only the statutory allocations 

from Federal government will come under discussion here, one of the criticisms against 

the Nigerian Local government system is that it over-depends on statutory allocation 

from both the State and Federal governments. For instance, in 1999 Federal transfers 

accounted   of the total revenue of local governments.17 the situation has not 

substantially changed ever since. The reason for such over dependence, as already 

mentioned, is many due to weak source of internal revenue. At the end of the day, State 

allocations to Local governments are hardly ever felt, if only it exist at all. States have 

actually become drain-pipes  to revenue  allocated to Local governments by Federal 

Government. This is in itself a serious source of problem to service delivery. Allocations to 

Local governments through the States are often tempered with by way of over taxing 

them and sometimes redirected for other purposes not necessarily significant to the Local 

governments. Gboyega. A. (2003) 

The main source of revenue to the Local governments for now remains the Federal 

statutory allocations. The current revenue allocation system is undoubtedly biased and 

indeed belied the responsibilities on Local governments. The revenue allocation system 

gives the Federal government 5 State governments 24%, Local governments 20%; and 

special funds Steered by the government) 7.5%. State and Local governments have often 

mounted pressure on Federal Government in and out of court to review allocation 

formula. While it could be argued that these pressures are dividends for the Local 

governments, two other related problems bedevil revenue allocated to Local 

governments. The first is the problem of inadequate allocation aerating to the local 

governments while the second is the problem of mismanagement of the inadequate 

revenue. A study of the Local government finances between 1993 and 2004 actually reveal 

that there is a trend of increase in revenue allocated by Federal government while 

internally generated revenue is dwindling. Khemani, S. (2001) 
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SUMMARY OF LOCAL GOVERNMENT FINANCE 

 

Source: CBN Annual Report and Statement of Accounts 2004, 2005, 2006, 2007, 2008, 

2009, 2010, and  2011 

It will belaboring the obvious to state that good governance and service delivery will 

require radical changes in the revenue allocation formula and the assignment of taxing 

power among  the three tiers of government. The Local governments’ revenue allocation 

is made  more complicated  by deductions made at source to finance some others  

responsibilities  These deductions are sometimes tinted with political and irrational 

reasoning. For instance, the then Abacha government approved deduction 5% of transfers 

from the federation account for the upkeep of traditional rulers. The financial stability of 

Local governments was affected when the federal government in 2002 announced 250% 

pay increase for public servants. There is also 500% increase in the emoluments of political 

office holders. Local go governments had to pay new rates of emoluments without 

corresponding increases in their revenues. There was resultant accumulation of arrears of 

salaries. This demoralized staff to the extent that employees go to work only when it 

pleased then:, Even though the situation is gradually improving. Deductions from the 

statutory’ transfers from the federation account to fund some local responsibilities like 

primary school staff salaries) usually leave local governments with little or no fund for 

other service delivery. The situation led to the emergence of popular slogan of ‘zero 

allocation” among the local governments. Local government chairmen and authorities 

that could not ordinarily deliver stood on the alibi of ‘zero allocation”. Ekpo. A .H. (1994) 

Ironically   since 1999 which supposedly marked the genesis of our nascent democracy, 

both the Federal and State governments see and treat Local government as machinery 

for mobilizing political support rather than being agent a development and growth. The 

Year  Total 

Revenue  

Independent 

revenue 

Fiscal 

Autonomy 

(independent  

Revenue as 

% of Total 

Revenue  

Revenue 

from  

State 

Allocation 

and 

Federal 

Source  

Local 

Government 

Dependency 

(Revenue 

from State 

and Federal 

Source as % 

of total 

Rev.) 

Local 

Government 

Total 

Expenditure  

Local 

Government 

Independent 

Revenue As 

Proportion 

of Total 

Expenses   

Local 

Government 

Total  

Revenue As 

Proportion 

of Total 

Expenses   

% 

1993 19,874.5 1,035.6 5.2 18,838.9 94.4 19,475.3 5.3 102.0 

1994 19,223.1 1,205.9 6.3 18,017.2 93.7 18,967.1 6.4 101.3 

1995 24,412.7 2,118.0 8.6 22,301.9 91.4 22,443.3 9.4 108.3 

1996 23.789.6 2,211.1 9.3 21,578.5 90.7 22, 665.6 9.8 105.0 

1997 31,254.4 2,506.9 8.0 28,747.5 92.0 29,939.9 8.4 104.4 

1998 44,948.2 3,331.6 7.4 41,616.6 92.6 44,056.9 7.6 102.0 

1999 60,800.6 4,683.8 7.7 56,116.8 96.3 60,441.2 7.7 100.6 

2000 151,877.3 7,152.9 4.7 144,724.4 96.3 153,864.8 4.6 98.7 

2001 171,523.1 6,020.4 3.5 165,502.7 96.5 171,374.5 3.5 100.1 

2002 172,151.2 10,420.9 6.1 161,730.3 93.9 169,520.2 6.1 101.6 

2003 370,170.9 20,175.5 5.5 349,995.4 94.5 361,763.2 5.6 102.3 

2004 486,898.8 22,407.7 4.8 446,491.1 95.2 462,050.5 4.8 101.5 
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attendant effect is that service delivery drops as very little attention is paid to the quality 

of governance at the local level. 

 

INADEQUATE AND INEFFECTIVE MONITORING 

Inadequate and ineffective monitoring have often encouraged poor governance and 

service delivery at national and sub-national levels of government in Nigeria. Nowhere has 

this administrative malady been as common as it is at the local government levels. As a 

result of the ineffective monitoring of public expenditure process, there has been high 

level of leakages in the finances of local governments. In spite of the shift to democracy, 

financial and performance auditing is a rarity at the local government level, whenever the 

auditing occurs, it is hardly ever made public. The lack of proper audit report is attributable 

to few factors. 

The evidential constitutional crisis of ambiguity as to who oversees the functions of the 

local government. Cases between States and Federal governments are abound in courts. 

Second reason is the persistent problem of complacency.  Successive supervisory State 

governments believe efficient auditing of local government amount to witch-hunting. 

They are therefore satisfied with the situation. The third reason has to do with the military 

in-heritage of not questioning what transpired. The fourth reason is that the inaction is a 

reflection o: the level of corruption and ineptitude that pervades governance. To put it 

mildly - local government areas are seen among the politicians as political spoils meant to 

compensate actors who participated as the preceding political wrangling. This view 

becomes more so when it is the same political party that controls both the State and Local 

government Auditing has actually become one of the tools employed b State government 

to discipline dissident local government or local government run h opposing party. 

Oyediran,O.(1988)  

Finally, State government do not consider it necessary to audit local governments 

because State often themselves tinker with the funds meant for the Local government. 

Auditing in this case will amount to shooting oneself in the leg. In real sense, auditing 

affords the opportunity to evaluate performance with a view to re-planning and bridging 

of gaps. If only proper auditing could be instituted, the thought of it alone is enough to 

deter local authorities from all prevailing forms of corruptions that are inimical to service 

delivery. In other words, with  efficient auditing system in place there would hardly be 

need for Independent Corrupt Practices and other Related Offences Commission (ICPC) 

as well as Economic and Financial Crimes Commission (EFEC), 

 

RECOMMENDATIONS AND CONCLUSION 

It is obvious from our discourse that there may be no one-stop approach ensuring good 

local governance and service deliver in Nigeria. It is however’ equally clear that a highly 

coordinated mu1ti-dmensona approach will take us near perfect situation. 
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Since Nigerian Constitution is the frame irk around which things are built, there is an 

urgent need to revisit the   Constitution. On this issue, the Nigeria   Constitution compares 

to wrong foundation on which local governments are 

The result is that the entire local government structure often suffer  from this  defective 

constitution. Issues like who controls what, revenue sources and expenditure procedure 

need to be redefined and enshrined in the Constitution. in recent times, there have  been 

heated arguments at the National Assembly on signing into law the Freedom of 

Information bill. The advice here is that the Freedom of Information, Fiscal Responsibility 

and Public Audit as well as Accountability bills should be signed into law without much 

ado. The real advantage these bills have over the ICPC and EFCC stuff is that they are more 

preventive than remedial in approach. The situation as it is now so much room for 

administrative and financial crimes. Publication of disbursed funds and performance data 

of local governments will invariably encourage good governance and transparency. The 

later days of Obasanjo,s administration witnessed publishing of federal allocations to local 

governments. 

Not much is heard of the trials of corrupt local government executives. Early and speedy 

trial of corrupt executives will deter other intending persons. Ordinarily, counselors 

represent the legislative body of local government. Unfortunately, not only that they are 

not empowered like their State counterpart, the caliber of candidates allowed to vie for 

councillorship lacks what it takes to deliver good services. To correct this ugly situation, 

the minimum qualification required to be a counselor should be raised such that 

enlightened minds are involved in decision   making. It has been   suggested that 

decentralization  is a panacea to the poor service delivery in  the local government. The 

thinking here is that when decentralization is properly conceptualized, structured and 

implemented, it will encourage prudent use of resources thereby culminating in growth 

and development. The present centripetal arrangement where about 70 to 90 % of local 

government revenue will have to come from the Federal government is not tidy enough. 

More worrisome is the practice of disbursing local government allocations through the 

States without developing mechanism to ensure that the allocations are intact. The 

recommendation here is that States should be required to publish Federal funds allocated 

to local governments. This will bring to the fore the amount State governments usually 

withhold from local government allocations. Anyanwu, J.C. 1999 

As a way of strengthening the use of indigenous institutions in local governance, it is 

suggested that local public opinion he accommodated in prioritizing the projects. There 

should be improved availability of information on public investment projects. The local 

communities can through bulletins  notice board and media houses be informed on the 

type of projects, total project  sources of funds, the timetable for project completion as 

well as the names and addresses of the contractors executing the projects. 

Apart from encouraging the Federal and State governments to take local government 
auditing as serious business, it is also advised that the audit should not just be 
programmed to catch offenders but designed to guide in local government expenditure. 
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The pattern and mode of expenditure should be made known to the local government 
functionaries. In truth, even the non-performing local government are most likely to 
always go with the impression that they are performing very if no path way or guide is 
provided for them. In all, it is evidently clear that proffering and implementing the 
foregoing solutions without having the right human resource in place will amount to 
nothing. The Nigerian Constitution and successive governments have often down played 
the role of human resource in local governance and service delivery. A good number of 
service failure at the local government levels could be attributable to poor leadership 
skills. The focus should not just he based on qualification alone but also on the credibility 
of the candidates for the chairmanship positions as well as the counsellorship positions. 
A careful multi-dimensional approach as suggested above will yield dividends and mark a 
turn   around in local governance and service delivery  in Nigeria. 
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