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Abstract+ 
 

The purpose of this paper is to investigate the impact of federal transfers to state and local 
governments on regional disparities in Nigeria. The study also assesses the economic and 
political reforms enacted by the new democratic government to reduce interregional conflict. We 
will first provide background information on Nigerian federalism, followed by a discussion of 
regional disparities and a comparative study between a state from the Northern agricultural 
region (Kano), a state from the Eastern oil producing region (Delta) and a state from the 
Southern agricultural region (Ondo). The comparison helps illustrate the impact of revenue 
allocation on key economic and social indicators. We argue that discretionary transfer systems 
left inequality between the North and other regions uncorrected while generating the 
marginalization of the oil producing states. 

 
Our study contributes to the debate over the impact of federalism on the persistence of 

regional disparities. While the classic literature focuses on the importance of policies to create a 
common internal market, we argue that the impact of federalism on reducing regional disparities 
also hinges on underlying institutional structures for raising local accountability. The transfer 
system, developed to redistribute oil revenues in Nigeria, has been a key impediment to regional 
convergence, as its design has promulgated regional government dependence on central transfers. 
The transfer mechanism’s discretionary nature has also impeded policymaking and reform within 
the regions by causing revenue instability.  

 
 

                                                 
+ *This is a paper prepared for the conference on fiscal federalism, Center for Research on Economic Development 
and Policy Reform, Stanford University.  



Transfer Dependence and Regional Disparities: the Case of Nigeria1

By

Leonard Wantchekon and Tamar Asadurian

New York University

Introduction

The purpose of this study is to investigate the impact of federal transfers to state and local

governments on regional disparities in Nigeria. The study also assesses the economic and political reforms

enacted by the new democratic government to reduce interregional conflict. We will first provide

background information on Nigerian federalism, followed by a discussion of regional disparities and a

comparative study between a state from the Northern agricultural region (Kano), a state from the Eastern

oil producing region (Delta) and a state from the Southern agricultural region (Ondo). The comparison helps

illustrate the impact of revenue allocation on key economic and social indicators.

Earlier literature on spatial economic development stipulates that regional disparities in term of

income, education or health services tend to diminish over time due to market forces (Kuznets (1955),

Hirschman (1958), Williamson (1965)). With increased factor mobility, physical capital tend to move from

more affluent to less affluent regions and human capital from less affluent to more affluent regions. The

process is facilitated by political decentralization. Tanzi argues that decentralization is particularly attractive

in heterogeneous societies and regionally divided countries. The analysis echoes Weingast et al (1995)

analysis of market preserving federalism which also considers local fiscal power to be growth enhancing.

Persistent regional disparities in countries such as Brazil or Russia led several authors to question the

validity of the positive effect of decentralization on economic performance and hence on interregional equity

((Wibbles (2000), Treisman (2000)).

In this paper, we investigate other causes of regional disparities in federal systems: transfer

dependence. Specifically, we will show how growing dependence on oil revenues in Nigeria resulted in a

more centralized federal system causing instability in revenue allocation and promulgated regional

government dependence on central transfers. We argue that discretionary transfer systems left inequality

1 Very preliminary and incomplete draft. Prepared for Federalism Conference, June 6-7 2002, Stanford University.
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between the North and other regions uncorrected while generating the marginalization of the oil producing

states federalism may hinge on underlying institutional structures which raise accountability.

I. Theoretical Background

Oates’ (1972) decentralization theorem states that welfare will be maximized when each local

jurisdiction provides public goods. Each local government corresponds to a subset of the entire citizenry

and is defined as having similar tastes for or consumption of the same amount of the public good. Thus,

since local public goods have spatial characteristics, local governments will be better able to discern and

deliver local, varying preferences. The assumption is that the central government cannot provide the local

public good more efficiently than local government. In this way, local governments exploit their

informational advantages and bypass the uniform bundle of public goods which would likely be provided

through central government provision—and which would likely result in some jurisdictions consuming

suboptimal levels. Tiebout’s (1956) consideration of consumer mobility strengthens the case for

decentralization: consumers “vote with their feet” and select the best-suited community for them. Tiebout’s

model contains several assumptions including that communities differ, consumers react to and are aware of

these differences and voters are mobile. Thus, “consumer-voters” move to a community that provides the

most optimal mix of goods preferred and through their mobility, their voice is heard. The assumption of

mobility is particularly crucial because “moving or failing to move replaces the usual market test of

willingness to buy a good and reveals the consumer-voter’s demand for public goods (420).” Therefore,

decentralization helps to discern preferences for public goods and each jurisdiction’s expenditure allocation

will represent the demands of its constituents. In this way, an optimal solution in the public sector emerges,

analogous to benefits in the private sector derived by a competitive sector.

Tanzi (1995) states that Oates’ argument can be extended to include stabilization and redistribution

policies as well (Oates retained these two functions of the public sector to the central government) “if the

preferences of populations living in different regions are not similar (299).” To illustrate his point he cites

EU countries that might have different target inflation and unemployment rates, for example, and would

suffer welfare losses if the EU were to force them to choose similar policies instead of ones that reflected

local preferences. Similar line of research is the theory of market preserving federalism provided by

Weingast et al (1995). Their objective is to provide a framework by which the central government is

powerful enough to secure property rights while limited in its ability to interfere in the market. The model

can roughly be described as decentralized control over the economy contained in a common market,

whereby the institutional framework fosters growth. Modern China, certain periods in US history, and 18th



3

century England conform to market preserving federalism—therefore it is not the formal declaration of

federalism that matters but the de facto functioning of institutions.

As mentioned above, however, decentralization in practice appears to have a mixed track record,

and countries such as Brazil, Argentina, and Nigeria are cases in point.2 For example, he argues that

decentralization can increase interregional disparities because national policies designed to correct

disparities will be limited, or decentralization might lead to the underprovision of fiscally induced

stabilization policies.

Further, empirical papers show a link between federalism and poor economic performance—

Wibbles (2000), Treisman (2000)—stressing the collective action problems and/or veto player policy

stability effect that federalism may engender in implementing macroeconomic policies that are viewed as

[national] public goods. The collective action problem (especially in the developing world context)

emphasizes that since federalism increases the number of veto players in a political system, it also

intensifies the divergence of interests and the potential inability to implement economic adjustment

policies.3

Similarly, Davoodi and Zou (1997) examine the effects of fiscal decentralization on growth. They

measure fiscal decentralization as spending by subnational governments as a fraction of total government

spending. They separate their full sample of 46 countries over the 1970-1989 period into developing and

developed countries and find a negative relationship between fiscal decentralization and economic growth

in the world (full sample) and developing country samples while the developed country sample shows a

positive, but not significant, effect. One of the explanations they provide for the negative effect of fiscal

decentralization on growth in developing countries is in accord with what we will see has developed in

Nigeria: “efficiency gains from fiscal decentralization, the strongest argument in its favor, may not

materialize for developing countries since revenue collection and expenditure decisions by local

governments may still be constrained by the central government. Therefore, the measure may not reflect

subnational government’s autonomy in expenditure decision-making. Subnational governments that act as

administrative agents of national governments do not necessarily reflect true expenditure decentralization

(254-55).” Hence, if the system is de facto centralized, the potential efficiency gains will not be realized.

2 In the words of Prud’homme (1995: 201): “Decentralization measures are like some potent drugs…when prescribed for the
relevant illness, at the appropriate moment and in the correct dose, they can have the desired salutary effect; but in the wrong
circumstances, they can harm rather than heal.”
3Oates (1972) recognized this problem and stated that central government is in a better position to carry out the function of
stabilization. If stabilization was left up to the decentralized units, there would be an incentive to increase the money supply to
finance expenditures rather than through taxation. Thus, there would be a likely propensity toward inflation (4-6).
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Thus, there is an emerging literature indicating that the success of federalism is conditioned on the

underlying (institutional) incentive structure. For example, the role of electoral externalities has been

shown empirically to breed vertical cooperation between national and local level politicians (Rodden 2001).

More relevant to the Nigerian case, literature has established that without “meaningful accountability…the

decentralizing resources to local governments may simply lead to “local capture” – or in stark terms,

corruption (Rodden,Eskelan, Litvack 2001: 6).” Rodden et al. explore factors that influence budget

constraints, recognizing that one way of increasing accountability is the role that subnational hard budget

constraints can play in breeding fiscal prudence.

This paper is in accord with the literature on how fiscal structure affects the successful operation of

fiscal federalism. The point of departure is that transfer dependence undermined efforts at fiscal efficiency

in Nigeria. Further, the dependence on transfers is a byproduct of the dominance of oil in the Nigerian

economy beginning in the 1970’s. The states that are the highest recipients of transfers (oil rents) have

experienced increased income inequality and display poor economic indicators, suggesting that there is

little “meaningful accountability,” while oil-producing states have also displayed poor social and economic

indicators due to inadequate transfer system. Surprisingly, states that have beneficiated the least from oil

rents have fared much better. It is also worth noting that despite earning over $200 billion in the last twenty

five years from oil windfalls, the per capita income in Nigeria today is around the same level as it was in

1970.

In line with the reasoning put forth here, Rodden and Wibbels (2001), attempt to explain the

variations in economic performance of countries typically categorized as federal. They hypothesize that

federalism’s effect on economic outcomes are conditioned by the strength of party systems, the degree to

which countries are decentralized fiscally and the actual revenue autonomy of subnational units. They find

in their sample of fifteen countries (including Nigeria) for the period 1978-1996, that deficit and inflation

rates were conditioned by the underlying fiscal and party structure. In particular, they find that fiscal

decentralization has a negative relationship with inflation and deficits, and this is strengthened when state

governments have higher levels of revenue autonomy. When dependent on transfers, deficits and inflation

increase-and this effect is reinforced the more a country is fiscally decentralized.

The theoretical reason why vertical fiscal imbalance (transfer dependence) might distort economic

performance is that internal revenue and grants are viewed differently: “intergovernmental grants alter

perceptions and beliefs about the levels of local expenditure that can be maintained (Rodden/Wibbels
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2001: 12).” Accordingly, Rodden et al. (2001) discuss the necessity of hard budget constraints for the

facilitation of fiscal decentralization’s positive benefits. As such, the fiscal structure between national and

subnational units (as well as the horizontal allocation of revenue) should be taken seriously.

Therefore, the fiscal federalism literature suggests that decentralization’s beneficial impact on the

public sector stems from autonomy at the local level generating regional competition among jurisdictions to

supply the most efficient policies for their respective constituencies. However, the potential efficiency gains

hinge on true local autonomy and vertical accountability. In the following sections, we will show how the

discovery and subsequent dependence of oil and military rule precluded the autonomous and accountable

structure necessary for gains to be realized.

II. Evolution of Federalism in Nigeria

Olomola (1999) states that the “operations of Nigeria’s fiscal system have been at variance with the

spirit and dictates of the federal constitution over the years (482).” Two of the main areas he identifies in

Nigeria’s fiscal operations as deviations from constitutionally stipulated provisions will be discussed and

expanded here, as they have undermined the smooth, effective, and efficiency enhancing benefits that

fiscal federalism could have provided to ethnic and resource heterogeneous Nigeria.4 The two topics

discussed here are the centralization of control over the nation’s wealth, which has led to transfer

dependence and instability of revenue allocation. We add a section that exposes the Northern regions as

the most dependent on transfers as they are the primary recipients of federally collected revenue. Before

continuing to each of these topics, we add that all of the above were reinforced strongly by and perhaps a

direct result of growing oil dependence. Therefore, we add an intermediate section that demonstrates

Nigeria’s dependence on oil, especially after the early 1970’s. Furthermore, the centrality of wealth coupled

with disproportionate transfers to the North and the instability of revenue allocation formulas resulted in

uncorrected and persistent regional disparities, especially between the northern region and the rest of the

country and led to higher income inequality. These disparities will be discussed in the subsequent section.

Centralized control of resources

One revealing indicator of the degree of Nigeria’s fiscal centralization is the types of taxes within

the jurisdiction of different levels of government and the corresponding rights to revenue from each type of

tax. Table 1 below shows that the federal government has jurisdiction and rights over several important

sources of revenue such as import duties, excise taxes, mining rents, and petroleum profit taxes. In

contrast, the types of taxes that fall to the state and local levels are ones that are relatively harder to
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collect—i.e. market and trading license and fees. Thus, based on tax jurisdiction and right to revenue, the

concentration of power is at the federal level.

Insert Table 1

The table above reflects 1999 regulations. Olomola (1999) provides data on Nigeria’s tax system

for almost a decade earlier, in 1990, which also indicates that the federal government had power over the

significant sources of tax revenue in the country (484). In addition, his data for 1993-1996 also display this

concentration of wealth as the percentage of total revenue collected by the federal government was above

94% for all four years. He concludes by emphasizing the [negative] significance of Nigeria’s fiscal power

structure and a call to devolve power to sub-national units:

The control of legislative and administrative powers by the federal government is not merely in

terms of numerical coverage of taxes, but also in terms of revenue-yielding potentials of the taxes

concerned. Thus, by retaining enormous powers for revenue generation, the federal government

has laid a solid basis for receiving a large allocation out of the federation revenue. Therefore, any

modification in the pattern of revenue distribution in the country to ensure balanced development

across the tiers of government should begin from power and responsibility restructuring within the

fiscal system. (485)

As a result of the concentration of revenue rights and jurisdiction at the national level, subnational

governments have become dependent on national transfers for their expenditures. Indeed, data points to a

high dependency on statutory allocations from the federal to the state level. Data on federal, state, and

local government revenue for the years 1993-1997 shows average state dependence (statutory allocation

as a share of total state revenue was) 73.3%, 58.6%, 56.9%, 46.4% and 53.3 in chronological order.5

Further, local government dependence is even starker, for the same years, local statutory allocation as a

share of total revenue was 92.2%, 90.7%, 73.25, 69.2%, and 64.7%. Olomola (1997) discusses that the

apparent reduction of state dependence reflects an increasing share of states in value added tax (VAT)

revenues and should therefore not be mistaken for any increased state power or responsibility (485).

One consequence of this dependence of revenue transfers by the federal government is “that the

execution of local projects followed a declining trend. Between 1993 and 1996, projects at the state level

were affected by the inadequacies inherent in the revenue collection process of the federal government.

4 We leave out the two other areas Oloma discusses, unequal distribution of federal revenue and imbalances in federal finance.
5 This table is not reproduced here but is available upon request. There is also data from 1980 onward, which reveals
consistently high levels of dependence, for example 75.7% in 1980 and 86.1% in 1989, again available upon request.
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Such inadequacies are evident in delays in the release of statutory allocations, leading to instability of some

states to pay workers’ salaries as at when due (Olomola 1997: 486-7).”

Further, Table 2’s 1997 figures reinforce the dependence of state and local governments on

transfers. State and local governments receive, respectively, 53.25% and 64.9% of their revenue from the

federation account. Moreover, the table exposes that the federal level receives all oil revenue, which in

turn comprises over 70% of total federal revenue. Further, since oil as a percentage of total revenue has

consistently been above 50% of total revenue (with a high of 86% in 1992) it is clear that the economy (and

federal government) is oil dependent. In turn, this oil revenue is concentrated in national hands—which the

states are then dependent on. (See table 3) Hence, the economic dependence on oil and the centralization

of wealth has bred a transfer dependent system where states fiscal autonomy is severely limited. Before

we turn to the issue of how revenue is transferred from the federal government to the states and then

shared among states, we will take a closer look at the growth of oil in Nigeria’s economy over time.

Insert Table 2

“The economic performance is the overriding rationale for Nigerian federalism, but unlike many

federal economies, the Nigerian economy almost entirely dependent on the extraction and export of crude

petroleum products. According to Onsode (1998-1999), revenue from the oil sector is the primary engine

for national economic growth and development (Okoh and Egbon 1999: 406).”

In this section, we will briefly establish the growing oil dependence of the Nigerian economy of oil from the

1970s onward. Since the 1970s, “government’s legislation and concessions to various oil prospecting

companies set the state for large-scale expansion in exploration and production activities (Okoh and Egbon

1999: 406).”

The early 1970s rise in oil exploration and development is indicated below in Table 3. While the

percentage of oil revenue to total revenue comprised a modest 26% in 1970, this figure quickly grew to

82% in 1974. The ascendancy of oil as the major source of revenue persisted through the following two

decades. The percentage of oil revenue to total for 1993-1996 was 84%, 79%, 53% and 51%.

Insert Table 3

As mentioned before, this oil domination has been coupled with its revenue concentration at the

national level: “from 1970 till date, the federal government maintained absolute ownership of the minerals

and their proceeds (Okoh and Egbon 1999: 406).” Further, statutory allocation of oil revenue

predominantly goes to the non-oil producing states (an average of only 13% since the 1990s has been

appropriated to states that produce oil (Okoh and Egbon 1999: 406). This indicates that the role of oil as
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the facilitator of centralization of wealth and state transfer dependence has implications for regional

disparities and should be taken very seriously. We now turn to the principles used by the federal

government to transfer the revenue it collects.

Instability of revenue allocation formula

The next area where the functioning of the country’s fiscal federalism reveals distortions is the

instability of revenue allocation criteria. This is important because how the government chooses to

distribute (or redistribute) wealth has important implications for the development of the country. In the

following section what we will see is not only that the federal government receives a majority of oil revenue

and redistributes to areas of non-origin so that revenue is redistributed from the oil producing southern

region to the north, but in this section we will see that these formulas for redistribution have been constantly

changing, which has its own implications. As Olomola (1999) notes, incessant review of revenue

allocation criteria and the subsequent changes instituted display dissatisfaction with the wealth distribution

and have important consequences for development and stability (488).

It is important to note, as Olomola (1999) discusses, that the 1987-1997 data reveals a “shortfall of revenue

that is expected to be transferred by the federal government to the federation account for distribution by the three

tiers of government (487).” The shortfall is defined as the expected share to be transferred relative to the actual

amount received. The difference between the two figures, for example in 1996, resulted in a 65.2% shortfall (488).

These shortfalls undermine the proper functioning of the system.

Simultaneous to revenue shortfalls, there have been constant changes in the basis for which to distribute

this revenue. Table 6 disaggregates Nigeria’s federal evolution into eleven periods, delineating the

different fiscal commissions that have been appointed to recommend principles of revenue allocation.

From Table 6, we can see that in 1947/1948, before independence (1960) and while the country was

characterized as unitary, the accepted principles for revenue allocation were on the basis of derivation and

even progress by the Sir Sydney Philipson and S.O. Adebo Commission. Following was the movement to

quasi-federalism and the Hicks-Phillipson Commission with allocation based on derivation, need, and

national interest. The third desaggregation (1954-1958) was a federal system under the Sir Louis Chick

Commission with the accepted principle as derivation and fiscal independence, followed by the Raisam

Commission in 1959/1960. “Up to 1958 (when Raisman Commission recommendation was in use),

derivation was the most important principle for revenue sharing…At that time, oil had not gained a central

place in the Nigerian economy. The main sources of revenue and engine of growth for the Nigerian

economy were agricultural cash crops. These principles were maintained all through the first decade of the

post-colonial era (Okoh and Egbon 1999: 409).”
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The table shows the post-independence Binn Commission (1964-1967) as allocating 30% to the

East, 42% to the North, 8% to the Midwest and 20% to the West.6 The subsequent Dina Commission in

1968 based its allocation on 50% allocation of states and 50% based on population. “The beginning of

indigenous legislation (Decree No 13, 1970) ushered in new principles: population, equality of states and

the decline of the importance of derivation as oil revenue became more significant…other principles gained

ascendancy…relinquishing derivation to the background (Okoh and Egbon 1999: 409).” Before continuing

with a fuller discussion of the post 1970 incessant changes, as provided by Olomola, it is important to turn

to Table 4 (below) to note the inclusion of local governments in 1976 as well as the constantly increasing

number of states, from six in 1967 to ten in 1987-1990 and to thirty-seven in 1996.

In 1977, a government commission known as the Ayebode commission was instructed to base their

revenue allocation formula on “adequate revenue for each government to discharge its responsibilities,

equality of status among states, population, derivation, geographical peculiarities, even development and

national interest (Olomola 1999: 489).” The recommended vertical allocation by the Commission, as shown

in the table, was 57% to the federal government, 30% to the state joint account, 10% to the local

government, and 3% to a special grants account. However, the federal government slashed the special

grants account and increased their share to 60% (489). Horizontal allocation was 35% equality of access

to development opportunities, 22% to national minimum standards for national integration, 20% absorptive

capacity, 18% independent revenue and minimum tax effort and 15% fiscal efficiency.

The following Commission’s recommendations, headed by Dr. Okigbo, were deemed invalid by the

Supreme Court in 1981 (489). Hence, the Federal Government Revenue Act of 1981/1982 was

implemented. These allocations called for vertical division as follows: 55:35:10 for the federal, state and

local governments, respectively. Horizontal allocations were to be shared among states according to

minimum responsibility of government, equality of states, population, social development, internal revenue

effort, derivation, and ecology.

In 1988/89, vertical allocation was recommended as 47% to the federal government (later changed

by the federal government to 50%), 30% to the state, 15% to the local, 8% to special funds (changed by the

federal government to 5%), 1% to special funds, and so on. Horizontal allocation was to be distributed as

40% equality of states, 30% by population, 10% as social development factor, and 20% based on land

mass and terrain and internal revenue effort.

6 Military rule was followed soon after independence from the period 1966-1979 with a second period from 1984-1999.
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Since 1999, the current formula is 56% to the federal government (48.5 to federal government and the

remainder after allocations of 24% to state governments and 20% to local governments). Hence, the

federal government still receives a majority of federally collected revenue and state fiscal autonomy has not

been enhanced. Moreover, the states that generate oil wealth are left with inadequate resources: “The

percentage allocated to derivation remain at 1% oil revenue in 1999 despite the government’s promises to

develop the area shortly after assumption of office as Nigeria’s head of state in 1998 (Okoh and Egbon

1999: 414).” In addition, the increase in the number of states has not been matched with financial/fiscal

power and autonomy at the local level. Therefore, in the words of Olomola (1999), “It is clear from the

foregoing that the issue of revenue allocation in the country has been characterized with changing criteria,

controversies and conflicts. The authoritarian role of the federal government (especially military regimes) in

establishing fiscal jurisdiction continues unabated (490).” In other words, the federal government receives

a bulk of the revenue, indicating a lack of local fiscal power and autonomy. Moreover, unstable rules

governing the way revenues are allocated have undermined fiscal federalism.

Insert Table 6 and Table 7

III. Regional comparisons of transfer dependence

As discussed in a previous section, the concentration of power over revenue allocation has resulted in

increased dependence of states on statutory allocations. In this section, the first section that deals with disparities,

we will show how this dependence varies across state and regions, especially highlighting that the northern region

receives the highest amount of transfers.

First, it is instructive to examine statutory allocations according to region for the periods between

1977-1996 (Table 8). It is clear that the North has consistently received the highest percentage of

revenues. This indicates that revenue is [primarily] not allocated according to derivation as oil revenue (the

highest percentage of total federally collected revenue, see table 3) is generated in the Eastern region.

Table 9 disaggregates the percentage distribution of revenue according to states and further supports the

evidence just discussed.

Insert Table 8 and Table 9

“Consequently, since many federal policy makers come from states that have low internal

revenue, the federal tax power has been continually reinforced and the federal revenue allocation formulas

have been constantly modified to give strength to equality, population and development needs. The weak

fiscal base of states cannot strengthen federalism; it can only activate discontentment and agitation for self-
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reliance from the richer states while the poorer ones continue to insist on acquisition of political power at

the center (Kaplan 1999: 90).”

Table 10 shows that states ranked highest in their dependency ratios for 1993 (measured by the

ratio of statutory allocation over total revenue) Yoke (96.9), Plateau (95.8), Tarawa (95.5), Niger (95),

Alameda (94.4), Boron (93.6), and Bache (92) are all in the Northern region and also rank among the

lowest in internally generated revenue: 29:14:21:30:25:27:26 (out of 31, respectively). On the other hand,

the states with the lowest dependency ratios, Rivers (56.7), Koki (50.8), Delta (54.2), and Lagos (-2.6), with

the exception of Koki are all non-northern states and again with the exception of Koki rank highest in

internally generated revenue: Delta (4) Koki (28) Lagos (1) and Rivers (2). Thus, there seems to be a

higher dependency on statutory allocation in the northern low income generating region. Additional data on

state dependency ratio (from 1988-1995) reveals an ongoing trend of higher dependence among low-

internal generating revenue northern states.7 For example, in 1995, the states with the top five highest

dependency rations were all northern (Alameda, Borno, Katsina, Niger, and FCT). Niger was also among

the top highest in all other years reported as was Katsina and Adamawa (after 1992). Dependency ratios

are generally high and the states in the northern region rank across time as the most dependent.

Insert Table 10

Further, there is a relationship between low internally generated revenue and dependence,

suggesting that states with higher revenues are more self-reliant (as we just saw these are commercial

centers like Lagos in the west or oil producers such as Rivers and Delta in the south). Table 12 (derived

from table 11) shows that there is not a strict relationship between high internal generated revenue (note

only two out of ten are from the north) and high statutory ranking to state and especially local government

allocations. Further, Table 11shows that among the states with the top ten highest population density (note

only one is from the north), only Lagos and Ondo also make it on the top ten of statutory allocations,

indicating that there is only a modest relationship between population density and how much revenue a

state receives. The top ten in population density are Lagos (w) 1183, Imo (e) 598, Anambra (e) 393, Abia

(e) 340, Enugu (e) 252, Kano (n) 256, Ondo (w) 251, Osun (w) 251, Katsina (n) 195, Ogun (w) 179.

Insert Table 11 and Table 12:

To further examine what determines the allocation of revenue to local and state governments, we

conducted a correlation analysis. Table 13 reveals the highest correlations for state statutory allocations

are population density, population, and land mass. Therefore allocations are not derivation-based as

7 Data taken from Fiscal Federalism and Nigeria’s Economic Development.



12

suggested by the low correlation between internal revenue and state statutory allocation. For federal

government and local government allocations, the highest indicator seems to be the number of local

governments.

Insert Table 13

Thus, this section establishes that the dependence on transfers is higher in the north and that there

is a lack of correlation between internally generated revenue and statutory allocations. These points

suggest that significant redistribution of wealth occurs between the oil producing, high revenue generating

states and the less population-dense, low-income north. We now turn to the effects that this form of

dependency and discretionary transfer system has had on regional disparities.

Regional Disparities

As we have established, although the whole system is centralized and transfer dependent, the

North receives the most transfers. How has the North fared? We begin by examining cross-regional data

and then we examine three regions more closely. This section needs to be prefaced by stating that apart

from the widely know significant ethnic heterogeneity, Nigeria’s regions are marked by differences in

agriculture and resource endowments (see Tables 15 and 18 in the appendix) and it is recognized that the

North is relatively underdeveloped. Data on school enrollment, electricity supply and communication

indicates that the North’s underdevelopment has persisted—despite receiving the most transfers. This

underscores the relationship between transfer dependence and incessant disparities. We now examine

some of the data.

Ebenezer O. Aka, Jr. (2000) provides data on states’ relative shares in domestic energy

consumption for the years 1976-1981 (181). The average for 1976 was 5.26 percent and those with shares

under 1 percent were all northern states while among the highest shares there was only one northern state:

Bendel in the west, Kano in the north, and Lagos in the west. The same trend appeared five years later in

1981 with the highest shares belonging to Lagos, Oyo, and Bendel (all western states) while the lowest

shares all appeared in the northern states of Niger, Gongola and Bauchi. Current data on electricity supply

indicate that the disparity in energy consumption between the northern and southern regions (note the

south contains western and eastern states) has persisted. From 1970 onward, the top seven states with

electricity supply in Nigeria in order are Lagos (95%), Oyo (77.5%), Anambra (76.8%), FCT (70.5%), Osun

(69.7%), Ondo (69.3%) and Kwara (67.3%). These are all southern states apart from FCT. And the seven

with lowest electricity supply are mostly northern states whom paradoxically have the highest statutory
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allocation: Yobe (18.6%), Bauchi (16.9%), Benue (16.1%), Sokoto (13.5%), Katsina (12.5%), Jigawa

(11.1%) and Kebbi (11.5 %).

Further, Aka (2000) provides data on primary enrollment by state for the years 1975/76, 1976/77,

1977/78, 1978/79, 1979/80 (170). For the sake of brevity, we discuss here the first and last group of years.

In 1975/76 Imo, Bendel, Ana bra, Cross River and Oyo, all located in the south (east and west regions) had

the highest enrollment rates. While the northern states of Niger, Plateau, and Soot had the lowest rates.

The years 1979/80 provide a similar picture as three out of five states with the highest primary enrollment

were in the east and west while the northern states again had the lowest numbers. Looking at data that is

more current, we see that these disparities between the north and the south have persisted. The highest in

primary school enrollment are western Osun (97.2 %), eastern Imo (96.7 %), eastern Anambra (95.9%) and

midwestern Edo (95.5%). While the lowest are all northern states: Yobe, Sokoto and Bauchi. The highest

enrollment in secondary education is midwestern Delta with (95.8%), followed by western Ondo (95.4%),

eastern Edo with (94.6%), and eastern Imo (94%). The lowest once again are northern Yobe (14.5%) and

Sokoto (19.3 %).

Although the indicators are rough proxies for development levels, they do suggest the evident

disparities between the north and the south that have been uncorrected by transfers that were meant to

rectify the inequalities. Further, Table 14 below shows education data for 1997 and 1998. The table lists

the top ten states in enrollment at different levels of education and reveals that the northern regions fare

poorly in nearly all measures. Especially when we move beyond the primary enrollment indicator and look

at secondary enrollment, there is not a single northern state on the list. College and university indicators,

broken down by sex, also indicate that the north lags behind in education levels. The table appears below

with the northern states highlighted.

Insert Table 14

Another indicator is communication disparities. Table 15 shows that the five states with the lowest

number of post boxes (in 1998) are in the North, indicating unfavorable interregional disparities in

communications, again despite the northern region’s status as the highest transfer recipient.

Insert Table 15

Finally, data on the percentage of labor force involved in agricultural activity show that the highest

shares occur in the northern states: Benue (82.6), Adamawa (70.1), Bauchi (77.9), Borno (65.5), Taraba
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(76.7), Yobe (71.8), Jigawa (75.7), Katsina (73.6) and Kebbi (81.3).8 While the lowest shares in agriculture

occur in the west: Lagos (2.2), Oyo (19.9) and Osun (21.1). This shows that the regions outside of the

north are more industrialized.

All of the above indicates that the original economic disparities were not corrected. Interstate

disparities that transfers were meant to correct have not declined, suggesting that transfers are captured or

given to elites. In other words, to reinforce the theme throughout the paper, centralized power, supported

by oil dependence, has reinforced disparities and arguably increased intrastate disparities.

Data on disparities between states that examines the percentage of poverty incidence in each state is very

revealing.9 Not only do the northern states exhibit higher incidences of poverty in each time period, (we

have highlighted northern states)—for example in 1980 the highest rates were in northern Adamwa/Taraba

(33.4), Kaduna/Katsina (44.7), Kano/Jigwa (37.5), Kwara/Kogi (33.3), and Plateau (49.5) or in 1992

northern Bauchi (68.8), Borno/Yobe (49.7), Imo/Abia (49.9), Kwara/Kogi (60.8) and Plateau (50.2). But

the other startling feature of this data is that across time all states (and thus regions) have experienced a

higher incidence of poverty. Overall poverty incidence has risen by 37.5% (from 28.1% in 1980 to 65.6% in

1996). And for some states, for example northern Sokoto/Kebbi, the increase between 1980 and 1996 is

58.2%, for Oyo/Osun in the west the increase was 50.9% and for southern Cross River/Akwaibom it was

56.7%. This suggests that overall inequality has risen.

Table 16 is also very telling and reveals more about interregional disparities. Rivers, Cross River

and Akwaibom-three oil rich regions which rank among the top ten in income generation, rate high among

indicators of poor development. For example, Rivers ranks among top ten in early marriage. Akwaibom

ranks among the top in poor sources of water. Cross River ranks among the top five in poor sources of

water, top ten in early marriage and top five in high mortality. The non-oil producing states, who also rank

among the top ten in internally generated revenue, by contrast, for example the commercial center of Lagos

or Anambra in the East, show positive indicators of development. This shows that oil producing states (that

are not beneficiaries of oil rents) have not benefited from oil revenue while states that do not rely on oil—

agriculture or commercial states—are better off.

Insert Table 16

8 Bullion publication of central bank, Sept. 2000.
9 Source NCS 80, 85, 92, 95.
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This shows that among high revenue generators, oil-producing states have fared worse than

agricultural or commercial states. Okoh and Egbon (1999) discuss the poverty of the Niger Delta

(comprised of Delta, Bayelsa, Cross River, Rivers and Akwaibom) as a result of unfair revenue sharing

formulas and allocations, a theme of this paper: “…the revenue sharing and allocation machinery which has

operated on the basis of states’ population is faulty on two grounds. First, it has failed to allocate adequate

resources for the development of the minority oil producing communities (states) and, second, it has left the

oil producing communities in abject poverty (407).” The importance of table 16 is that it displays that oil-

producing states (which are the main source of wealth in Nigeria) have declined especially relative to non-

oil producers that also generated high incomes (i.e. outside the north). Further and paradoxically, the

North’s transfers have not helped their development. Therefore, oil dependence and oil rents/transfers

have stunted Nigeria’s development. At this point, it is fitting to look at an agricultural state in the North

(Kano), an oil producer in the Midwest (Delta) and an agricultural state in the west (Ondo).

IV. Kano, Delta and Ondo: a Comparative Study

Kano State

It is instructive to take a closer look at an agricultural state in the northern region since it is one of

the highest recipients of transfers and exhibits low indicators of development, providing evidence for the

negative effects of transfer dependence.

Through Kano’s apparent political dominance (a good number of Nigeria’s past/present leaders,

either through the military or through civilian governments, were form Kano); it has ensured high allocation

to the state over time. As we saw earlier, Kano’s share of statutory allocation to both states and local

government is the highest in the country and its’ internal generated revenue is among the lowest as it ranks

19 out of 31 (see Table 17 in appendix). Yet this investment is not converted to economic/human

development within the state and high inequality is one of the striking characteristics of this state. It ranked

5th among Nigeria’s 31 states in poverty incidence in 1980 with 37.5%, 6th in 1985 with an increase in

poverty incidence to 54% and 6th in 1996 with the incidence of poverty at 71%.10 In addition, health

expenditures were not among the top 10 throughout the 1980s and health indicators in the state were very

low. Kano is ranked 4th in terms of number of hospitals/health establishments among the states in the

country. However, most of these health establishments are dispensaries created by the local/state
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government and are not actual hospitals or medical centers. Further, Kano has few medical practitioners

(Kano actually ranks 15th among the states in numbers of medical practitioners).1112 In recent years there

has been a rapid increase in the northern states in at least primary education (see table 16). In 1998 Kano

ranked highest in primary school enrollment but is still lagging in secondary and tertiary education. The

literacy level before the states were split in 1991 was ranked 15th in the urban areas and 14th in the rural

areas [out of 19 states].

Over 75 percent of Kano’s population is employed in the agricultural sector while 15 percent are in

sales and 11 percent are in production work. Malnutrition and hunger are prevalent due to the short raining

season, low technology in preserving farm produce, inadequate access to fertilizers/improved seed

varieties/pesticides and limited access to labor-saving farm and food processing implements.13 Research

by UNDP shows approximately 80 percent of households here are food-insecure. Forty-six percent of these

were temporarily food-insecure households, while 34 percent suffered from chronic food insecurity.

Delta State

We now turn to oil producing Delta in the south, which is an interesting representative of states that

fare better on development terms relative to their northern counterparts, although significant portions of its

oil wealth are transferred away.

Delta state, which was a part of Bendel until 1991, plays an important role in Nigeria since the discovery of

oil in the state in the 1950’s. Prior to oil growth, Bendel was basically agricultural, producing palm, plantain

etc. In terms of other socio-economic indicators 44% of Delta’s labor force is involved in agriculture, 23%

are involved in sales and 13% of the labor force is involved in production. Hence, it can still be considered

an agricultural state.

Reviewing some of the indicators, Delta ranks 2nd in the country in terms of revenue generation but

statutory allocation to the state is 4th while statutory allocation to the local government is not even among

the top ten within the country despite its revenue generation.14 Hence, Delta exhibits a low dependency

ratio to statutory allocation (its rank is third).15 This reflects the inadequate resources and revenue for

Delta, as much of its oil wealth is transferred.

10 Report compiled in f.o.s office by Ruth Uwaifo June 2001
11 Break down of states before September 1991 used (22)
12 source Federal Ministry of health Abuja
13 see web site for full info http://www.undp.org/tcdc/bestprac/agri/cases/nigeria.htm
14 See table 6. Due to this disparity in contribution and allocation there has been continual unrest in this region of the country
protesting the marginalization of the state/region.
15 see table 10 and 11
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Delta’ economic indicators show mixed results—some show positive signs of development while

others show signs of underdevelopment. Despite being a top revenue generator, it is not among the top five

states in good sources of water and it is among the top 10 in early marriages. Yet some positive indicators

are that it is among the top 5 in adult literacy and small family sizes.16 Further, it is characterized by high

enrollment both in secondary and tertiary education (see table 16). Additionally, Delta ranked 2nd in both

urban and rural literacy and health expenditure were among the top 10 in the country.17 It ranks 5th in

health establishments it has over 40 more hospitals than Kano and is ranked 4th in number of medical

practitioners among the states. In terms of poverty incidence it was about 33.9% in 1992 and 56.1% in

1996 and ranked 6th among the states with lowest levels of poverty incidence. The low level of poverty

incidence compared to states like Kano (even with its lower levels of statutory allocation) is linked to its high

level of literacy and low inequality compared to Kano.18

Taking a look at the industrial break down of Bendel (present Delta and Edo) state along the same

lines as Kano (see table14), we notice that Delta State contains a high percentage of total industries in

Nigeria. This further buttresses its high internally generated revenue apart from oil. Unlike in the case of

Kano were most of this industries are owned by sole enterprises more industries in Delta state are mainly

public enterprises.

Ondo State

Finally, we consider Ondo, a South western state in Nigeria which is mainly involved in agriculture.

A study of Ondo is particularly interesting because of its combination of relatively good economic indicators

and its relative independence from oil generation (although there has been discovery of oil, it has been in

small quantities) and oil rents (its low dependency ratio will soon be noted).

Reviewing indicators for the state, it has the 8th highest population density in the country. Its ranking in

internally generated revenue is relatively low at 17th, yet was ranked 8th in low dependency ratio, 6th in

statutory allocation to the state and 21st in statutory allocation to the local governments in the 1990s

(Tables 18). The reason for its low dependency ratio is due to its weak political influence relative to the

northern states.

One of the striking characteristics of the state is the educational incline, which has generally been a

prominent trend among the western states. Ondo has one of the highest secondary school and college of

education (for training teachers) enrollments (see table 16). Ondo also ranks 12th highest in urban literacy

16 see table 12
17 Nigeria’s statistical bulletin form the 80s
18 source NCS(National center for statistics ) year 1990,1995
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and 6th in rural literacy.19 Further, Ondo’s state expenditure on health ranked among the top 10 states in

Nigeria. As such, Ondo had the 2nd largest number of health establishments with a large number of

hospitals and a significant proportion of its health personnel comprised of medical practitioners and

dentists.20 Yet ironically it had the 10th highest unemployment rate in the 1990s.21

In terms of socio economic indicators it has 34.7% of its labor force in agriculture, which is much

lower than Kano and Delta because of its educational inclination, which is reflected in the higher proportion

of Ondo’s labor force involved in teaching sales and production—labor force in sales is 27.2% and 19% in

production.22 Ondo state is not prominent in industrial activity (see Table 17 for ranking). The only

significant industrial classification is wood and furniture because of its terrain/vegetation. Similar to Delta,

because of the existence of oil in its coastal areas, Ondo has increased in prominence and in recent times

there have been issues of marginalization of the state and incessant riots and clashes have been the

result.23

V. Reforms

We now discuss economic and political reforms enacted by the current government to solve some

of the problems of fiscal federalism and regional disparities in Nigeria. Indeed, since the swearing in of the

first democratically elected government after over 16 years of military rule in 1999 the fiscal policy thrust of

the new government has been designed to achieve the following objectives: (1) enhance capacity utilization

in agriculture, manufacturing and mining industries, (2) provide appropriate protection for domestic

industries against unfair competition from imports and dumping, (3) encourage diversification of foreign

exchange earnings through increased export activities, (4) reduce operating costs and inflationary

pressures; and (5) provide appropriate incentives for investment in manufacturing, agriculture and mining.

More importantly have been the issues arising in line with fiscal reforms and the demand for true

federalism as was agreed upon when Nigeria was created.

Revenue Allocation Formula

The different Midwest and sought south communities are complaining bitterly on the present revenue

sharing formula and the deliberate annihilation of the derivation principle of the Revenue Allocation Formula

enacted by the Federal Republic of Nigeria from 100% in 1953; 50% in 1960; 45% in 1970; 20% in 1975;

19 source FOS bulletin
20 Federal Annual statistics
21 This has been explained in studies on the relationship between increased education in Nigeria , urbanization, unemployment
and lack of human capital formation
22 source bullion publication of central bank Nigeria 2000
23 http://www.waado.org/Environment/OilSpills/NigerDelta/Ilaje.html
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25% in 1982; 1.55% in 1984; 3% in 1992; to 13% in 2000. Recently 17 states have sued the federal

government demanding reforms in the revenue sharing formula). In the current system, the federal

government takes 48 %, the states, 24% and local governments 20%. The states are demanding 45% for

themselves, 25% for the local governments and 30% for the federal government. Fiscal reforms to increase

tax revenues to state and local governments and reduce dependence on oil revenues are also in the

pipeline: (a) deregulation of domestic petroleum prices, (b) Broadening of the coverage of the Value Added

Tax and enhancement of compliance and an attempt to increase allocation of VAT to states and local

government, (c) reintroduction of an excise duty on tobacco, (d) Improvement of customs administration,

(e) Cut back in federal government capital outlay, (f) containment of the wage bill, (g) Reduced total tax

burden to a maximum of 3O percent of corporate and personal incomes as soon as possible, (h) Low

customs tariff, especially for production inputs (at less than 10 per cent, with built-in incentives for local

producers).

Administrative and Political Reforms

Purging the federal administration and judiciary of political appointees of the former military

dictators and enacting anti-corruption measures. In 2000 the anticorruption bill was passed to address the

heavy level of corruption among government officials, which was a carry over from the military rule. The Bill

seeks to prohibit and prescribe punishment for corrupt practices and other related offences. It establishes

an Independent Corrupt Practices and Other Related Offences Commission vesting it with the responsibility

for investigation and prosecution of offenders thereof. 24

The government has been making some effort to promote separation of power and horizontal

accountability between the executive and the legislative branches of government. Some steps have taken

to depoliticize the bureaucracy.

In 1999 a new constitution was adopted in Nigeria but most states are still demanding a sovereign

national conference and another constitution agreed upon by the states. Based on these current conflicts a

key issue being addressed is the jurisdiction of a national conference vis-à-vis the demand for constitutional

changes that will reflect a balanced federal system. The demand for the conference is to afford Nigeria's

federating units an opportunity to negotiate and agree on areas of federal-state jurisdictions in a renewed

Nigerian federal polity. In short, the federating units, as the creators of the federal polity, will have to agree

24 Source federal government explanatory memorandum 2000
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on how much power they would respectively like to assign to the federal government. Presently there is on

going review of the 1999 constitution.

As a result of the prolonged tension in the Niger delta region of Nigeria the Niger delta

development commission act 2000 was launched to address the grievances of the oil producing areas. A

declaration of the Niger delta bill of rights is currently under preparation.25

VI. Concluding Remarks

There is a growing empirical literature suggesting the existence of a negative and robust

correlation between natural resource wealth and authoritarian governments. It is argued that an abundance

of natural resources rents causes an increased competition for control of the state, which is linked to high

levels of violent political conflicts and the use of resource rents by the ruling party to maintain their hold on

political power.

The rentier authoritarianism hypothesis is particularly valid in the context of Nigeria. The evidence

suggests that Nigerian governments became increasingly centralized and authoritarian as the country

became more dependent on oil revenues. This evolution was greatly facilitated by decree No. 13 of 1970,

which reduced mining rents and royalties to oil producing states, and decree no. 9 of 1975, which

transferred all mining rents and royalties from the states of origin to the federal government and by the

1989 constitution amendment that provided a greater discretionary power to the federal government in the

process of revenue allocation.26

The results presented in this paper complements earlier analysis on rentier states by documenting

the way in which centralization and politicization of the process of revenue allocation generated not only

financially dependent states, but also increased regional disparities and income inequalities especially in

the northern states which are the main beneficiaries of federal transfers. The results indicate that true fiscal

federalism is incompatible with authoritarianism and that major democratic and institutional reforms are

necessary to generate a growth enhancing and equitable federal system.

25 http://www.nigerdeltacongress.com/darticles/declaration_of_niger_delta_bill_.htm
26 It states: “the federal government may make grants to a state or a local government to supplement the revenue of that state or
local government in such a sum and subject to such terms and conditions as may prescribed by the National Assembly'' (section
162 (1)) (from Yekini 1992: 49) .
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APPENDIX

Table 1: Nigerian Major tax jurisdiction and right to Revenue (1999)

Types of tax Jurisdiction Right to revenue
Law Administration and

collection
1. Import duties Federal Federal Federation account
2. Exercise duties Federal Federal Federation account
3. Export duties Federal Federal Federation account
4. Mining rents and
royalties

Federal Federal Federation account

5. Petroleum profit tax Federal Federal Federation account
6. Company income
tax

Federal Federal Federation account

7. Capital gains tax Federal Federal State
8. Personal income
tax

Federal State

9. Personal income
tax: armed forces,
external affairs, non
resident, residents of
the f.c.t and Nigerian
police

Federal Federal Federal

10. Licensing fees on
television and wireless
radio

Federal Local Local

11. Stamp duties Federal Federal/ State Local
12 Capital transfer tax
(CTT)

Federal State State

13 Value added tax Federal Federal Federal/ State/local
14 pools betting and
other betting taxes

State State State

15. Motor vehicle and
drivers license

State State State

16. Entertainment tax State State State
17. Land registration
and survey fees

State State State

18 property taxes and
survey fees

State Local Local

19. Market and trading
license and fees

State Local Local

F.C.T federal capital territory
Source Nigeria constitution 1999



Table 2: Distribution of revenue to the federal, state and local government 1997

Sources of revenue Federation State Local
Oil revenue 71.5 - -
Independent revenue 1.4 28.5 8.11
Value added tax 5.8 14.7 24.33
Custom and excise 10.8 - -
State allocation - - 2.22
Company tax 4.5 - -
Grant and others 5.9 3.75 -
Federation account - 53.25 64.9
Stabilization fund
receipts

- 0.47 -



Table 3: Oil Revenue of the federal government, 1970-1996

1970 1971 1972 1973 1974 1975

total federally collected revenue 634 1168.8 1405.1 1695.3 4537.4 5514.7
oil revenue 166.6 510.1 764.3 1016 3724 4271.5
petroleum profit tax 97.7 383.1 540.5 769.2 2870.1 2707.5
others 68.9 127 223.8 246.8 853.9 1564
Non oil revenue 467.4 658.7 640.8 679.3 813.4 1243.2
company income tax 45.8 67.5 80.4 80.8 148.8 261.9
custom & excise duties 370 491 481.1 516.2 498.3 760.7
Value added tax (Vat)
Federal govt independent 51.6 100.2 79.3 82.3 166.3 220.6
AFEM surplius account
Others
% of oil revenue to total rev 26.2776 43.64305 54.39471 59.9304 82.07343 77.45662
Allocation to Federal account 582.4 1068.6 1325.8 1613 4371.1 5294.1



Table 4 contd.: Oil Revenue of the federal government, 1970-1996

1976 1977 1978 1979 1980

total federally collected revenue 6765.9 8042.4 7371 10912.4 15233.5
oil revenue 5365.2 6080.6 4555.8 8880.8 12353.3
petroleum profit tax 3624.9 4330.8 3415.7 5164.1 88564.3
others 1740.3 1749.8 1140.1 3716.7 3789
Non oil revenue 1400.7 1961.8 2815.2 2031.6 2880.2
company income tax 222.2 476.9 527.4 575.1 579.2
custom & excise duties 882.7 1145.6 1698.2 1143.9 1813.5
Value added tax (Vat)
Federal govt independent 295.8 339.3 589.6 312.6 487.5
AFEM surplus account
Others
% of oil revenue to total rev 79.29765 75.60678 61.80708 81.38265 81.09299

Allocation to Federal account 6470 7703.1 6781.4 10599.8 14746.5

Table 4 contd.: Oil Revenue of the federal government, 1970-1996

1981 1982 1983 1984 1985

Total federally collected revenue 13290.5 11433.7 10508.7 11253.3 15050.4
oil
revenue

8564.4 7814.9 7253 8269.2 10923.7

Petroleum profit tax 6325.8 4846.4 3746.9 4269.2 6711
others 2238.6 2968.5 3506.1 3507.8 4212.7
Non oil revenue 4726.1 3618.8 3255.7 2984.1 4126.7
Company income tax 403 550 561.5 787.2 1004.3
Custom & excise duties 2325.8 2336 1984.1 1616 2183.5
Value added tax (Vat)
Federal govt independent 1997.3 732.8 710.1 580.9 938.9
AFEM surplus account
Others
% of oil revenue to total rev 64.44001 68.3497 69.019 73.48245 72.5808
Allocation to Federal account 10182.8 9884.9 9798.6 10672.4 13750.2



Table 4 contd.: Oil Revenue of the federal government, 1970-1996

1986 1987 1988 1989 1990

total federally collected revenue 12595.8 25380.6 27596.7 53870.4 98102.4
oil revenue 8107.3 19027 19831.7 39130.5 71887.1
petroleum profit tax 4811 12504 6814.4 10598.1 26909
others 3296.3 6523 13017.3 28532.4 44978.1
Non oil revenue 4488.5 6353.6 7765 14739.9 26215.3
company income tax 1102.5 1235.2 1550.8 1914.3 2997.3
custom & excise duties 1728.2 3540.8 5672 5815.5 8640.9
Value added tax (Vat)
Federal govt independent 433.7 407.6 540.5 938 1724
AFEM surplius account
Others 1224.1 1170 1.7 6072.1 12853.1
% of oil revenue to total rev 64.36511 74.96671 71.86258 72.63822 73.27762
Allocation to Federal account 11868.3 2469.2 26770.3 46860.3 84735.4

Table 4 contd.: Oil Revenue of the federal government, 1970-1996

1991 1992 1993 1994 1995 1996

total federally collected revenue 101018.6 190453.2 192769.4 201910.8 459987.3 520190
oil revenue 82666.4 164078.1 162102.4 160192.4 244902.3 266000
petroleum profit tax 38615.9 51476.7 59207.6 42802.7 42857.9 42496.1
others 44050.5 112601.4 102894.8 117389.7 202044.4 223503.9
Non oil revenue 18352.2 26375.1 30667 41718.4 215085 254190
company income tax 3827.9 5417.2 9554.1 12274.8 21878.3 22000
custom & excise duties 11456.9 16054.8 15486.4 18294.6 37364 55000
Value added tax (Vat) 7260.8 20761 31000
Federal govt independent 3040.4 4903.1 5626.5 3888.2 20436.4 3407
AFEM surplius account 79645.3 103190
Others 35000 39593
% of oil revenue to total rev 81.83285 86.1514 84.09135 79.3382 53.2411 51.13516
Allocation to Federal account 97951.2 173942.1 187142.9 194362.9 439226.3 516783

Source1

1 Central Bank of Nigeria, Vol 7 No2 1997.



Table 5: Dependence on oil exports

70-74 75-79 1980 1984 1985 1986 1987 1988 1989
% oil
exports

100 100 100 97.3 97.2 93.8 93.0 91.2 94.7

% non oil
exports

0 0 0 2.7 2.8 6.2 7.0 8.8 5.1

Manufact
ures

0 0 0 0 0 0 0 0 0.2

Table 5 contd.: Dependence on oil exports

1990 1991 1992 1993 1994 1995 1996 1997 1998
% oil
exports

97.3 96.5 98.1 97.8 97.7 97.8 98.2 97.7 95.4

% non oil
exports

2.5 3.1 1.7 2.1 2.2 1.9 1.6 2.0 4.5

Manufact
ures

0.2 0.4 0.2 0.1 0.1 0.3 0.1 0.2 0.1



Table 6: Nigeria’s federal character, changes over time

Year/political
System

Fiscal
Commissioner

Recommendation Accepted principle

1. 1947/48
Unitary system

Sir Sydney philipson
and S.O Adebo

a. Derivation
b. Even progress

2. 1952/53 Quasi
federal system

Prof J.R Hicks Sir
Sydney Phillipson

a. Derivation
b. Need
c. National interest

3 1954/58 Federal
system (3 regions later
Cameroon became a
separate region)

Sir Louis Chick a. Derivation
b. Fiscal

independence

4. 1959/60 Federal
system ( 4 region)

Sir J.Raisman and Prof
R.c Tress

a. Derivation
b. National Unity
c. Fiscal

independence
5. 1964/67 Fed.
system (4 region
Cameroon inclusive &
Midwest)

Mr H.Binn a. Regional
Financial
comparability

b. Continuity of
service

c. Minimum
responsibilities

a. Derivation
b. Fiscal

Independence
c. National Interest
East 30%
North 42%
Mid west 8%
West 20%

6. 1968 Federal
system

Chief O. Dina a. Minimum national
standard of basic
needs

b. Population
c. Tax effort
d. Financial

prudence
e. Fiscal adequacy
f. Balanced

development
g. Independent

revenue
h. Derivation
i. National interest

a. Equality of states 50%
b. population 50%
c. Derivation

1975/76 F.M.G a. Equality
b. Population
c. Derivation

1977 Prof A.O Aboyade a. Equality of access
to dev.
opportunities
(25%)

b. National minimum
std. For national
integration (22%)

c. Absorptive
capacity (20%)

d. Independent
revenue and
minimum tax
effort (18%)

e. Fiscal efficiency

a. Equality of
access to dev.
opportunities
(25%)

b. National
minimum std. For
national
integration (22%)

c. Absorptive
capacity (20%)

d. Independent
revenue and
minimum tax
effort (18%)



(15%)
Federal 57%
State joint A/c 30%
Local government
10%
Special grant A/c 3%

e. Fiscal efficiency
(15%)

Federal 60%
State joint A/c 30%
Local government
10%

1979
Dr Pius Okigbo Declared Ultra Vires by

the supreme Court
1981 Federal Government

revenue act 1981/82
Federal 53%
State 35%
Local government 10%
Sharing of states
allocation
Minimum responsibility
Equality of states
Population
Social development
Internal revenue effort
Derivation
Ecology

1988/89 Gen Danjuma Vertical allocation
Federal government 47%
State government 30%
Local government 15%
Special funds 8%
Special funds fct 1%
Stabilization
.5%
saving 2%
Derivation 2%
OMPADEC 1.5%
Dev of non oil 0.5 %
Gen Ecology .5%
Horizontal allocation
Equality of states 40%
Population 30%
Social dev. Factor 10%
Land mass& terrain- int rev
effort 20%

Vertical allocation
Federal government 50%
State government 30%
Local government 15%
Special funds 5%
Special funds fct 1%
Stabilization
0.5%
saving-%

Derivation 1%
OMPADEC 1.5%
Dev of non - %
Gen Ecology 1%
Horizontal allocation
Equality of states 40%
Population 30%
Social dev. Factor 10%
Land mass& terrain- int
rev effort 20%

11 1999 FMG Federal government
48.5%
State government 24%
Local government 20%
FCt 1%
Gen ecology 2%
Stabilization 0.5%
Derivation( MR) 1%
OMPADEC 3%

Source 2

2 Njoku (1982) and Ekpo (1994).



Table 7: Evolution of Nigeria federal structure 1914 –1996

Date Northern Nigeria Southern Nigeria Total Enabling laws
1914 1 protectorate 1protectorate 2
1933-1939 1 group of

province
2 groups of
provinces (east
and west)

3

1946 1region
(northern region)
12 provinces
39 divisions

2 regions (east &
west)
11 provinces
44 division

3
23
83

Notice no 43 of
1933
Notice no 1725
of 1938

1963 1 region
(northern region)
14 provinces
41 divisions

3 region (east &
west)
21 provinces
55 division

4
35
96

The mid west
region
Transitional
provision Act no
19 1963

1967 10 states
41 division

6 states
55 division

12
96

State (creation
and provisional)
decree 14 1967

1976 10 states
152 local
governments

9 states
148 local
government

19
300

State (creation
and provisional)
decree 14 1976

1987-1990 11 states
240 local
government

10 states
208 local
government

21
448

State (creation
and provisional)
decree
1987&1989

1991 17 states
(including FCT)
320 local
governments

14 states
273 Local
government

31
595

State (creation
and provisional)
decree 37 1991

1996 20 states
including f.c.t
414 local
governments

17 states 355
local
governments

37 states
769 local
government

State (creation
and provisional)
decree 36 1996



Table 8: Statutory revenue allocation to the former four regions (1977-96)

Regio
n

1977 78 79 80 81 82 83 84 85 86 87 88 89 92 93 94 95

East 24.2
5

25.
7

24.
7

26.
7

27 23.
7

23.
7

23.
6

21.
1

23.
1

23.
6

24.
3

24.
4

23.
2

21.
7

20.
7

24.
2

North 47.0
3

47.
4

48.
1

45.
8

46.
1

48.
4

48.
4

48.
4

46.
5

49.
2

49 49.
1

49 49.
9

54 53.
4

49.
6

West 17.6 18.
1

18.
4

17.
6

17.
7

18.
9

19 19 17.
6

19.
2

18.
9

18.
5

18.
5

18.
8

14.
7

16 15.
5

Mid
West

11.1
2

8.8
7

8.8
3

10 8.9 7 6.9 6.9 5.9 6.4 6.5 6.3 6.4 4.7
9

5.5
8

5.8
8

7.0
5

Source3

Table 9: Percentage distribution of revenue allocation to states in Nigeria 1980-1989

State 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989
Akwa-
ibom

1.6 4.1 4.1

Anambra 5.1 5.1 5.5 5.5 5.5 5.1 5.6 5.5 5.4 5.4
Bauchi 4.1 4.2 4.3 4.3 4.3 4.1 4.4 4.3 4.2 4.2
Bendel 10 8.9 7 6.9 6.9 5.9 6.4 6.5 6.3 6.4
Benue 4.2 4.2 4.5 4.5 4.5 4.1 4.5 4.4 4.3 4.3
Borno 4.6 4.6 4.9 4.9 4.9 4.6 5 4.9 4.8 4.8
Cross
river

5.2 5.1 5.3 5.3 5.3 4.9 5.4 4.3 2.9 2.8

Gongola 4.3 4.3 4.5 4.5 4.5 4.2 4.6 4.5 4.4 4.4
Imo 6.4 6.3 6.1 6.1 6.1 5.5 6.0 6.0 5.9 5.9
Kaduna 5.4 5.5 5.9 5.9 5.9 5.5 6 5 3.4 3.4
Kano 6.7 6.8 7.4 7.4 7.4 6.8 7.5 7.4 7.3 7.3
Katsina 1.6 4.2 4.1
Kwara 3.6 3.6 3.6 3.6 3.6 3.4 3.7 3.6 3.5 3.5
Lagos 3.4 3.6 3.6 3.6 3.6 3.4 3.7 3.6 3.5 3.5
Niger 3.2 3.2 3.1 3.1 3.1 2.9 3.2 3.1 3 3
Ogun 3.5 3.5 3.5 3.5 3.5 3.2 3.5 3.4 3.3 3.3
Ondo 4.4 4.4 4.7 4.7 4.7 4.4 4.8 4.7 4.6 4.6
Oyo 6.3 6.4 6.7 6.8 6.8 6.8 6.9 6.8 6.7 6.7
Plateau 3.9 3.9 3.9 3.9 3.9 5 3.9 3.9 3.8 3.8
Rivers 10 10.5 6.8 6.8 6.7 5.6 6.1 6.2 6.0 6.2
Sokoto 5.8 5.8 6.8 6.8 6.7 5.6 6.1 6.2 6.0 6.2
FCT 1.9 1.9 1.9 1.7 1.9 1 1.5 1.7
Total 100 100 100 100 100 100 100 100 100 100

3 CBN annual reports and statement of accounts.



Table 10: Statutory Revenue allocation to state in Nigeria 1992-1995(%)

States 1992 1993 1994 1995
Abia 2.34 2.65 2.74 2.88
Adamawa 3.44 3.46 3.03 3.10
Akwa ibom 4.15 3.26 3.11 3.95
Anambra 2.73 2.587 2.54 2.66
Bauchi 4.23 3.98 3.55 3.68
Benue 2.59 3.92 2.96 2.66
Borno 2.25 2.93 2.95 3.63
Cross river 2.4 2.56 2.74 3.25
Delta 2.8 3.29 3.36 3.51
Edo 1.99 2.69 2.52 3.54
Enugu 2.43 2.53 2.89 3.62
Imo 3.84 3.34 3.21 3.13
Jigawa 4 2.84 2.87 2.96
Kaduna 3.12 3.61 3.98 2.44
Kano 3.34 5.26 5.54 4.13
Katsina 5.52 4.26 4.32 4.03
Kebbi 2.29 2.56 3.28 2.72
Kogi 2.42 2.71 2.29 2.4
Kwara 2.18 2.35 2.56 2.15
Lagos 5.25 3.34 3.21 3.35
Niger 1.94 2.56 2.85 2.97
Ogun 2.26 2.83 3.02 2.58
Ondo 2.71 2.22 3.55 2.88
Osun 4.04 3.23 3.22 3.36
Oyo 4.58 3.08 2.96 3.36
Plateau 2.95 3.67 3.47 3.36
Rivers 5.34 4.77 3.48 4.72
Sokoto 5.02 4.78 3.6 3.92
Taraba 1.87 2.41 3.46 2.56
Yobe 2.74 2.4 2.73 2.77
Fct Abuja 3.14 3.64 3.96 3.58
Total 100 100 100 100
Source- Various Nigerian statistical bulletins and CBN reports over time



Table 11: Economic related indicators

Internally generated Revenue
per capita

Dependency ratio 1993

Where Value ( naira) Rank Value (%) Rank
States
Abia East 87.6 10 78 9
Adamawa North 24.7 25 94.4 26
Akwa ibom South- south 95.6 7 85.5 18
Anambra East 90.5 8 73.9 6
Bauchi North 21.7 26 92 24
Benue Middle belt 42.6 20 90.2 22
Borno North 21.6 27 93.6 25
Cross river South south 89.6 9 76.8 7
Delta Mid West 181.2 4 54.2 3
Edo Mid west 57.8 16 90.2 22
Enugu East 68.3 13 86 19
Imo East 125.1 5 83.8 15
Jigawa North 27. 24 79.1 10
Kaduna North 203.2 3 85 17
Kano North 46.3 19 82.5 14
Katsina North 33.7 22 84.4 16
Kebbi North 78.7 11 79.2 11
Kogi North 17.8 28 50.8 2
Kwara West 58.6 15 81.6 13
Lagos West 518.4 1 -2.6 1
Niger North 11.2 30 95 27
Ogun West 55 18 86 19
Ondo West 57 17 76.9 8
Osun West 72.4 12 79.4 12
Oyo West 123.4 6 71.1 5
Plateau North 65 14 95.8 29
Rivers South south 263.3 2 56.7 4
Sokoto North 27.9 23 86.3 21
Taraba North 36.8 21 95.5 28
Yobe North 13.9 29 96.9 30
Fct Abuja North



Table 12: Demographic and economic Indicators of states in Nigeria

States Population
density

Land
mass in
sq m

State
internal
revenue

Population Statutory
allocation
(SG)

No
of
LG

Statutory
allocation
(LG)

Abia(e) 340 Na 215 2298 1125.2 17 389.8
Adamawa(n) 104 91390 155.7 2124.1 1356.7 21 742
Akwaibom(ss) 69 7081 913 2359.7 1580.6 32 685.1
Anambra(e) 393 17675 432 2767.9 1097 21 404.7
Bayelsa(ss) Na Na 340 Na 1095.6 20 856.8
Bauchi( n) 73 64605 173.9 4294 1403.8 8 302.7
Benue(mb) 104 45174 400 2780.4 1263.9 25 666.5
Borno(n) 50 116400 218.2 2596.6 1566.5 27 1041.1
Cross river(ss) 90 20156 376 1865 1305.6 19 638.7
Delta(mw) 67 20000 2627.1 2570.2 1818.7 25 606.3
Ebonyi(e) na Na 110.7 Na 1023.1 13 344.3
Edo(mw) 67 15500 678.8 2159.9 1459.4 18 480.5
Ekiti(w) na Na 490.1 Na 1065.3 16 381.1
Enugu(e) 252 Na 503.6 3161.3 1071.7 17 209.8
Gombe(n) na Na 98.2 Na 1341.9 12 450.6
Imo(e) 598 11850 279.9 2485.5 1290.4 27 407.3
Jigawa(n) 121 Na 99.5 2829.9 1450.2 27 405.6
Kaduna(n) 69 46053 1077.2 3969.3 1718.1 23 792.5
Kano(n) 256 43285 956.3 5632 1987.8 44 1350
Katsina(n) 195 24192 311.9 3878.3 1489.8 34 431.8
Kebbi(n) 59 Na 354.1 2062.2 1221.2 21 370.4
Kogi(w) 74 Na 336.8 2099.1 1286.9 21 341.4
Kwara(w) 49 66869 282.7 1566.5 1283.4 16 409.3
Lagos(w) 1183 3345 8771.2 5685.8 2000 20 524.9
Nassarawa(n) na Na 47.5 Na 1078.8 13 396.2
Niger(n) 32 65037 233.6 2482.4 1538.8 25 696.2
Ogun(w) 179 16762 1011 2338.6 1270.9 20 311.1
Ondo(w) 251 20959 210.6 3884.5 1580.9 18 409.5
Osun(w) 232 Na 628 2203 1277.2 30 620.4
Oyo(w) 267 37705 930.9 3488.8 1557.3 33 704.3
Plateau(n) 67 58030 443.8 3283.7 1133 19 482.9
Rivers(ss) 152 21850 2120.8 3983.9 1264.3 23 200.2
Sokoto(n) 85 102535 266.7 4392.4 1306.2 23 810.4
Taraba(n) 26 Na 94.4 1480.6 1211.3 16 347.1
Yobe(n_) 31 Na 180.5 1411.5 1309.7 17 409.8
Zamfara(n) Na Na 64.1 na 1163.4 14 548.5
FCT (mb) 36 7315 413.4 378.7 1968.1 6 245.9

codes
n- Northern Nigeria
w- Western Nigeria
ss- South-south Nigeria (oil rich region apart from cross river)
mb-mid-belt Nigeria
mw-midwest Nigeria(delta also oil rich)
Na Not available
Source4

4 CBN 1996 Statistical bulletin and CBN 1996-1997 Annual report and statement of
account.



Table 13: Ranking in internally generated revenue and statutory allocation

Ranking in
internal
generated
revenue(1st10)

Ranking in
statutory
allocation (SG)
(1st10)

Ranking in
statutory
allocation (LG)
(1st10)

Lagos Lagos Kano
Delta Kano Borno
Rivers Fct Abuja Bayelsa
Kaduna Delta Sokoto
Ogun Kaduna Kaduna
Kano Ondo Adamawa
Oyo Akwa ibom Oyo
Akwa ibom Borno Niger
Edo Oyo Akwa ibom

SG – state government LG – Local government

C. CBN 1996 1997 Annual report and statement of account
3. Federal of statistics 1987 facts and figures
4. Federal republic of Nigeria 1999, the 1999 constitution of Nigeria section 3



Table 14: Determinant of federal government statutory allocation to states and local
governments spearman correlation

Determinants Spearman’s rank correlation
coefficient for states

Spearman’s rank correlation
coefficient for local
governments

Population 0.4793 0.1998
No of local governments 0.4090 0.5403
Internal revenue 0.2833 0.3739
Ethnicity 0.0564 0.1052
Oil producing (endowment0 0.0129 0.0517
Land mass 0.4589 0.4517
Population density 0.5109 0.2862
State Statutory Allocation - 0.4275



Table 15: Top ten states in enrollment at different levels of education

Top 10 states
in primary
enrollment
1997

Top 10 states
in secondary
enrollment
1997

Top 10 in
federal
colleges of
education by
states of
origin Male

Top 10 in
federal
colleges of
education by
states of
origin female

Top 10 in
admission to
Universities
by state male
1998

Top 10 in
admission to
Universities
by state
female
1998

Kano Lagos Bauchi Enugu Imo Imo
Adamawa Oyo Kogi Oyo Delta Anambra
Benue Delta Ondo Ogun Anambra Delta
Oyo Imo Anambra Ondo Lagos Abia
Borno Ondo Delta Kogi Ogun Lagos
Akwaibom Osun Oyo Anambra Abia Ogun
Kaduna Ogun Ogun Rivers Edo Rivers
Lagos Rivers Abia Imo Rivers Edo
Osun Benue Enugu Abia Osun Enugu
Plateau Akwa ibom Imo Cross river Ondo Akwa ibom

Source5

Table 15: States with the highest/lowest no of post boxes available as a reflection of
disparities in communication 1998

Lagos (112337) W Yobe (2805) N
Anambra (55363) E Katsina (4632) N
Oyo(44316) W Jigawa (4996) N
Imo (36920) E Kogi (5148) N
Abia (32917) E Taraba (5198) N

5 Compiled from Annual Abstract of Statistics Nigeria.



Table 16: Analyses on top 10 states in Income generation

Top 10
states
based on
internally
generated
revenue

Where?? Among the
top five in
household
size being
small/
large

Among
the top
five in
good/
Poor
sources
of water

Top ten in
early
Marriage

Top
7
Birth
rate

Top5 low
mortality/
High
mortality

Top 5 in
highest/
lowest
Adult
literacy

Top/ lowest
five in
Statutory
allocation.

Lagos West a a a a a a
Rivers South-

south
a a

Kaduna North r a r
Delta South-

south
a a a a

Imo East r a a
Oyo West a a
Akwaibom South-

south
r

Anambra East a a
Cross river South-

South
r a r

Abia East r a r

Key a if states is among the top in particular indicator

r If state is among top in other indicator e.g large family size or high mortality



Table 17: Share and ranking of Kano by type of industrial activities

Type 1 Type 2 Type 3 Type 4 Type 5 Type 6 Type 7 Type 8 Type 9 % of
total
ind. in
Nigeria

Kano 10.25 2.55 1.42 4.3 6.05 12.46 8.7 3.64 1.61 5.12
Rank 3rd 7th 18th 7th 4th 2nd 3rd 11th 3rd 6th

Source6

Type 1- Food beverages and tobacco
Type 2 Textile wearing apparels and leather

Type 3 Wood products and furniture
Type 4 paper and paper products printing and chemicals
Type 5 petroleum rubber and plastics
Type 6 Non metallic mineral products
Type 7 Basic metal industries
Type 8 fabricated metal products machinery and equipment other manufacturing industries
Type 9 other Manufacturing industries

6 Nigerian industrial directory 1995



Table 18: Share and ranking of Ondo by type of industrial activities

Type 1 Type 2 Type 3 Type 4 Type 5 Type 6 Type 7 Type 8 Type 9 % of
total
ind. in
Nigeri
a

ONDO 10.25 2.55 1.42 4.3 6.05 12.46 8.7 3.64 1.61 5.12
Rank 21st 11th 4th 14th 14th 16th 16th 13th 16th 11th
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