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ABSTRACT

This paper titled Internally Generated Revenuehim tocal Government System and Sustainable Comynunit
Development is aimed at identifying strategiesmprioving the sources and utilization of internanerated funds in the
local government system in Nigeria. The study agldurvey research design. The study is anchoreitieotheory of
structural functionalism. The study establishedt timefficient monitoring of revenue officials lea tpoor revenue
generation; that absence or poor entrepreneuribsihong revenue officials led to poor revenuegyation; that absence
or poor entrepreneurial skill among revenue offckrought about inadequate revenue generation itamdcthe local
government. The implication of findings is that theernal sources of revenue to the local goverrirasnnot fully tapped,
while the available revenues are not properly addi in carrying out the constitutional functions tbe third tier
government. The study equally concluded that ther @ependency on statutory allocation have inctgad the local
government from effective revenue drive. It recomdeethus; the institution of disciplinary measusesthat any council
worker (revenue officers) who violates establishelés regarding revenue generation should be detit that honest

staff (revenue officers) should be rewarded throgiging them fringe benefits or promotion.

KEYWORDS: Internally Revenue Local Government Sustainable @anity Development Nigeria Abakaliki Local

Government Area Ebonyi State
INTRODUCTION

The local government is recognized by the 1999t¢tatisn of the Federal Republic of Nigeria as thied tier of
government within the tripartite federal structwfegovernance in Nigeria, with the state and feldgowernment as the
super ordinate government. This government in Négerhich exist at tripartite arrangement (fedesdhte and local
government) play commentary roles to each othendet the needs of the people which include infuattral facilities
(Okpata 2004). By virtue of it's recognition by thenstitution (1999) of the Federal Republic of &tig, avails her the
opportunity of living up to its constitutional respsibility. Local government is seen as a publict@eorganization, the
third tier government with assigned functions aesponsibilities, administrative structure and ficiahmanagement both
for maintaining itself and rendering it's statutoagsigned functions to it's citizens (Uguru 201llgcal government
authorities as a third tier of government in Nigeare very important in the execution of both cdnéind component
government policies and programmes. It is the rtagevernment that deals with the problems of tlessas of the

country. It is a great link between states andri@dgpvernment, hence Okoli (2000) stated thus;
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That you cannot talk of a local government, withtalking about the super ordinate government. Thathe

discussion of a local government implies the eristeof a higher level of government;

That local government exists to fill a gap whicle thational government is too remote to fill. Thisans that
local government complements and extends the ratgpovernment. By this, it brings the national goweent

closer to the people and makes it's impact felhatnooks and crannies of the society;

That local government implements the ideals, objest programme and aspirations of the nationakguwent

at the local level,

That the ideology of the national government walla large extent determine the structure and fonictg of
local government. That is, the needs, objectived aspirations of the national government constitrigcial

determinants of the structure and functions ofllgogernment.

For Okpata (2004) the ideals of the local governnsystem are realized only when infrastructurallitaes,

included such tangible structures vital for theiftipy of their economic status, actualization beir life dreams and

enabling them prepare for their future. They themefconstitute the indices of societal developméditough their

provision is capital intensive, hence relianceéa\vy on the government for availability. The creatand recognition of

local government system as the third tier of gorernt is a landmark development in the politicatdrig of the Nigerian

nation. As the government closest to the grassrtmdocal government authorities have the offisiandate to oversee;

General sanitation

Sewage disposal

Rural health

Feeder roads

Market stalls

Public conveniences

Motor parks

Play grounds

Cottage industries etc (Agundu 2001)

Talabose (1993) cited in Uguru (2011) defined logavernment as a third tier of government createdittie

purpose of efficient and effective administratidrttee localities. It is in line with the enormoussponsibilities bequeathed

to the local government that Ekpo (1994) opined thast government all over the world strive to baktheir economic

development in such a way that will ensure evenraadningful co-existence, survival and developnoéier people.

It is therefore the belief of this study that iteispected that with the seven hundred and sevefayr<774) local

governments in Nigeria that development will beceried to the very remote areas of the countrg. #so believed that

since the local inhabitants know what they desirey elect their representatives who they beliewaxkthe problems they

are facing in their local government areas.
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STATEMENT OF THE PROBLEMS

It is not disputable that the revenue generatiolNigeria Local Government is far below expectatittnhas
become imperative to diversify areas of revenueegiion especially with the dwindling federatiotoehtion which has
been the major sources of revenue to the local rgovent. Since inadequate revenue remains one ofiekiastating
challenges hindering effective local government iadstration in the country, it then necessitateg gleneral outcry by the
administrators (chairmen) of local government fahange in Revenue Allocation Formula which isdhty major source
to increase the percentage of the share for tta mvernments. This problem of poor revenue basealmost led to the

collapse of most grass root government.

Again, the problem of seeing local governments amiese appendage to the state and federal government
financially has beclouded the patriotic and entepurship psyches of local government adminissateence most local
government tilted financially to the federal gowment for monthly statutory allocation from the featéon account. This
problem of economic and financial over — dependeidée local government in Nigeria is devastatimggalled for and

against the motives for the creation of local gomagnt as the third tier.

Furthermore, the inability of the local administriat to use in — sourcing techniques for funds marfce the
council through internally generated revenue ikart in the flesh of meeting up their constitutioresponsibilities such
as the provision and maintenance of social seneggcation and health care) payment of the wosksalary and so have

given rise to whether to scrap or restructure Igoaernment systems in Nigeria.
Objectives of the Study

The main objective of the study is to indentifyastigies for accelerated internally generated revefiou

community development, while the specific objediveclude;
e To explore areas and methods of revenue geneiatite local government.
» To ascertain the level of exploitation of the sagrof internally generated revenue of the locakgoment.

» To establish the extent of infrastructural and isendelivery by the local government to the peogeugh

internally generated revenue.
Empirical Review

In a study by Onwe (2009) “Local Government Finahéiutonomy and Service Delivery in Nigeria” it ealed
that the manpower capacity of the local governmemposition of the staff of the local government! wbt yield the
desired result. And that there is also a skill gagng the few senior staff of the local governmBtarth of professionals
like certified accountants, surveyors, doctors,rptaists, engineers, I.C.T experts etc. The competéevel of the local
government staff is generally poor as over sixyesepercent (67%) of the studied population agteatithe workforce
capacity for harnessing the internal revenue ofallogovernment lacks the capacity desired. The stiyefore
recommends that there should be serious co —orlagtween manpower capacity and the internal revgeneration of

local government.

Impact Factor(JCC): 1.5432- This article can be dowloaded from www.impactjournals.us




| 114 Ibeogu Aloysius S. & Ulo Fabian U |

In another study “Revenue Rights and Responsislith Nigeria” Akindele (2009) cited in Onwe (20@pined
that one of the primary features of a federal systé government is the assignment of functions ketwcomponents
governments. This also forms the basis for therdetation of revenue rights and tax — raising pawéthe allocation of
tax — raising power or determining fiscal jurisébct is primarily a legislative function. He commedtthat the most
serious challenge facing the local governmentsigefia is the fiscal one. This has been provokedaloyors, especially
over dependence on the statutory allocation froth btate and federal government, deliberate tagiemacreation of non
viable local governments, locality problem, inelastnd unreliable revenue sources, excesses dtéte actors etc. he
therefore recommended that revenue sharing forrehtauld be revisited so as to grant fiscal autonang fiscal

discipline as well as making local government respee.
Theoretical Framework

This study was anchored on the theory of structiunattionalism. The theory is a variant of the systtheory
developed in sociology. It is prominent in the wafkAugustus Compte (1798 — 1857), Herbert Spe(it@20 — 1903),
Emile Durkheim (1902 — 1979) and Talcott Parson wias said to have refined the theory. Prior to 19508e theory was
dominant in sociology as it views the society asystem or a set of interconnected parts which tegeiorm a whole,
Haralambos and Heald (1980).

However, during the 1950’s and early 1960's, theotly witnessed a steady drop from the disciplineaziology

partly because of the criticisms against it. It ween adopted in political and administrative stsdi

For Nwosu and Ofoegbu (1986) functions as genetelbd by scholars in politics and administratidensto the

contribution of an activity or patterns of behavioithe maintenance of a system in a given society.

Olaniyi (1997), structural functionalism when reldto politics and administration can be descrimed means of
explaining basic functions of both political andradistrative structures and it is a tool of invgation that tries to explain
the relationship between the parts and the whol¢herother hand. This relationship is explainedirie with the basic
functions of each which are considered positivetrdoutions that led to the breakdown of the systammon functional

when it bears neither positive nor negative impacdhe operation of the entire political and adistirsitive system.

In the context of the study, Internally Generategv&ue in the Local Government system and Community
Development, Abakaliki Local Government Council le®n identified as a structure established tooprthe function

of revenue generation for rural development.

Bahl (2003) cited in Uguru (2011) holds that thé sunational governments, specifically local goveemt will
be in a better position to render welfare servioaheir people and make them participate in thedsilens that affects them

if fiscal powers are completely transferred to tHenthe central government.
Finance and Local Government Administration in Nigeia

It is undisputable fact that the revenue generatfomost local government in Nigeria is far belowawit should
be, all things being equal. The concomitant effefcthe poor revenue generation and maximizatiothé inadequate
finance remains the most single devastating prohiedermining effective local government administnratn the country
(Onwe, 2004).
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Undoubtedly, is that the statutory allocation frtdm federal government are not adequate to coeefirtancial
obligation of the local governments, such as paymérmstaff salaries, maintenance of social servaed local security,
education etc. To be able to function effectivehd afficiently, local government have to look indiyrto raise the

required revenue, which by implication is to maxdeit's internal revenue generation.

Several reasons have been adduced why revenueatienén most local government in Nigeria is fawrfr being
satisfactory, for example, the report of a committan the fiscal and financial performance of logalernment in the
federation in 1978 observed that generally...., taefgpgmance of local governments in revenue coldecis nothing to

write home about. These factors are noted to haee besponsible for the situation;
» Poor communication network particularly in reverargas of the country;

e Lack of commitment on the part of some revenueectdirs who are down — right dishonest and defedtive

revenue collection;
» Some of the laws for revenue collection have nenbgpdated by some state government.

The problem of revenue generation in the Nigeraal government system according to Egomnwan (186#)
also compounded by the fact that state governnmestgeired the more lucrative, elastic and colleeadurces, leaving
local governments with taxation, with low ceilingsad revenue which are administratively and politycdifficult to

exploit in an environment where the vast majorityhe people are poor, self employed and dispersdte rural areas.

The local government require adequate funding talide to pay salaries regularly and on time, fribgeefits,
retirement benefits, provide adequate welfare sehfemit’'s employees, procure the necessary médefioa work, reward

hard working staff and above all render effectinad afficient service delivery to the public.

So the ability of any organization whether privatepublic depends to a large extent the fund (itedrat its
disposal. Without adequate financial powers orrageanent in the local governments, it would not bke & maintain the
available manpower which comprises men and womeamg and old who engage in the production of g@odkservices
and who also oversee other resources in the omfionz For local governments to achieve it’'s staiiyt assigned

functions, it is expected that it should have uefed financial power and autonomy.

The success or finance of any organization, localegnment inclusive therefore largely rests on rizial
relationship between her and other tiers of govemmthe extent of viability and unquestionablealdg. This suggests
that for local governments to be truly local, itoald have reliable, lucrative and elastic revenaerces. So if local
governments cannot finance the service allottethéon because of lack of fund and always rely onstiate or federal

government to assist, it suggests lack of or aleseh&inancial autonomy.
Financial Autonomy versus Sustainable DevelopmenhiNigerian Local Governments

The importance of finance in a local government iadstration cannot be over emphasized. If localeyoment
does not enjoy relative financial autonomy to emage her in the implementation of her constitutedied and
obligations, she cannot meet up with her financiedponsibilities and as such development will bey velow.

Independence of action can only be possible ifdbal governments are viable.
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Development that is not grass root oriented istyall is against this background that both prafasals and
practitioners solicit for financial autonomy in lbd@overnments so as to guarantee sustainableogerneht. The argument
is that there are many local and grass root prabland services that the local governments aredrb#st position to

handle, so when local governments are not finagagjuipped, basic needs and services in the aneahot provided.

Finally, other plausible explanation for the direed of financial autonomy in the local governmenthat the

maintenance of human and material resources isesgary sine — qua — non for a healthy organizgGonwve 2014).
Avenues to Enhance and Improve on the Revenue andsEal Powers of the Local Government

From whatever angle the problems of local governrireNigeria are viewed, the crux of local govermmerisis
anchors essentially on finance and the controliraritial resources of the local government in Nagé®ladoyin et al
2004). The analysis of Nigerian federalism shovet the state of local government in Nigeria is untple vis - a - vis

other tiers and it in fact amounts to the subjugatf local government by the state and federaéguwent.

In a democratic setting, it is bizarre for a goveemt to be conscripted under a complete constitatitutelage of
another government. Every government, federale siatocal government is totally accountable todlectorates. Quite a
lot needed to be done on how to improve local gowent finance or discovering alternative sourcegmae for local

government councils in Nigeria.
Nwankwo (1992) enunciated that local governmeneémere can be enhanced through;

e The revenue collection sectors of the local govemit should be overhauled, such that only quali#fiters
with proven integrity should be responsible forlecting revenue. Revenue collectors should be editc the

minimum and adequately remunerated and made tocberuptible;

* The central and component governments should al@vlocal government to raise loans more easgynfr

financial institutions and public spirited financie

More revenue yielding projects should be embarkpdn, ie, public transportation, commercial agtiaod,
housing projects;

e The people should be enlightened to pay theisnagularly;
e Regular auditing of the accounts of the local goreent;

*  The grants from the super ordinate governmentlaca rates should be increased. The grants shalatd be

paid promptly and directly to local governments;
*  Appeal should be directed to the people in thallpcto subscribe to carry out specific projects;
* Atax consultant should be contracted to explbespotential in the revenue accruing from tax ads.
Findings

Apparently, the internal revenue portfolio of trecdl government does not represent the fact onngrotihe

observed discrepancy could be as a result of;
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* Non-challant attitude of local government stafivéwds internal revenue generation and the interaaénue

generation mechanism;

e The internal revenue generation mechanism was ised to be fraught with problems of collection and

accountability;
e Over dependency on the statutory allocation;
» The problem of state joint account between statkl@ral government;

» The issue of discrepancy observed could be asuét sfontracting out the internal revenue generagfforts of

the local government;

» Disagreement between reported internal revenugtendevenue potentials of the local councils isassult of

revenue generation mechanisms being replete vathdfroutright dishonesty and politics of acrimony;

e The problem of mobility, cultural and social norntack of public enlightenment and poor management o

revenue facilities pose great challenge to reveyaumneration;
* Non motivation of staff of the revenue unit by theinployer;

»  Corruption among the administrators of the lo@ategnments who divert, siphon or embezzle generateshue,

adversely affect their council developmental effort
Discussion on Findings

The study revealed that in spite of the huge sutmaifiey made available to the local government onthtp
basis, from statutory allocation, internally genedarevenue, share of value added tax and in sasesexcess crude oil,
they lack effective service delivery to the locabple, so there is invariable no commensurate dpusnt to the money
accruing to them. The implication is that the basitenities will be lacking at the rural areas andh&e essence of local

government creation denied.

The study further revealed the problem of mobildyltural and social norms and lack of public emignment.
Where these are in existence, it implies that fuoalsnot be generated to ensure rural developmeniviiich local
government is created. Furthermore, the study ksital that the state governments in Nigeria medidtle the funds of
the local government on the guise of state joigbants. The implication is that instead of locavgmment enjoying the
10% - 20% of statutory allocation from the stabe $tate in turn feed fat from the local governnfant, thereby denying
the local government effective service deliverystlya there is inadequate exploitation of the ineémrevenue generation
potentials as a source of revenue to the localmovent. The implication is that local governmenil v better off if they

harness their source of revenue.
CONCLUSIONS

One of the cardinal objectives of the Millenniumv@mpment Goal is on poverty Eradication by 20¥btHe
local government system where this poverty eraiinahould be most felt, it seems this is lackimgview of that, this

study suggests
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RECOMMENDATIONS

From findings and summary of discussions of thiglgt the following recommendations are made to ensu

enhanced revenue generation and improvement isottie — economic development of the local governiriars;

» Financial autonomy of the local government showddgbaranteed to avoid unnecessary political intenfee by

super ordinates government;

* The local government system should be strengthémedrry out it's assigned function to better theslof the

rural dwellers and consequently bring the goverrtrolrser to the people;

» The power to raise revenue and incur expenditusgppsopriate, independent of the close supervigiahcontrol
of another body is paramount in any democraticesgst.ocal governments should, therefore, be allomadust

to collect revenues from their assigned sourcesbatld also prepare, discuss and approve theirshbodgets;

» Organization of seminars and workshops for thef stfalbcal governments to re — orient them on teedto be
honest, sincere, dedicated and transparent inisicbatge of their civil responsibilities, espegialthen it has to

do with revenue generation;

* Adequate measure should be put in place to guaihstgevenue mismanagement at the local governieeesit

to ensure the provision of expected developmetitérrural communities;

» Provision of on the job training and in servicdniiag advocated for the employees to fit into maderethod of

administration especially in the era of computer;
» Ensuring good working relationships among princigffiters and subordinate staff of the local goveent;

e Property tax should be introduced in the local goreent system where it is not in existence to boestnue

generation potentials of the local government;

» Institution of disciplinary measures, so that aayenue officer that violets established rules, eisfig with the

collection of revenue should be dealt with;
» Honest revenue officials should be rewarded;
» Regular release of statutory allocation from thghbi level of government (state and federal);

» Citizens should be made to pay outstanding leviesuable to the local government, such levies bhejuax,

local rates, capitation rates, market stalls, lidiscenses etc;

» The state government should ensure that they doinfohge on the revenue yielding areas of the lloca

government;

» There should be the need to instill disciplineafinial probity and accountability within the loggdvernment in

order to improve and increase development at tassgroots level.
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