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ABSTRACT 
'• 

This study essentially explored the link between Nigeria's federal political system and 

the liberalizing economic system. The study investigated the role of the state in' economic 

development. Particular emr,hasis was laid on l10w the federal·character of the Nigerian state is 

conditioning responses of. federal and sub11uiona:I governni€Ï1ts · to 'th~ 1:froblem oi regièmal 
~ . 

disparities. 

To bring out the dimensions of regional disparities in the Nigerian federation, we selected 
. . . . 

six States each from the six non-constitutionaJy adapted geop.olitical • zones. We µsed data 011 
'1 

population, manpower statistics, revenue alloc Ltion, location of branches of privatJ commercial 
. ' 1 

banks, pioneer status for foreign investors. utilization of development finanpes, poverty 

incidence and admission into Nigerian m~iven ities to show the various dimension~ of regional 

disparities ÏIJ. the Nigerian federation. We lin ited our study to federal ctnd state government 
1 ·· 

, •· r ' • • ·,, i ·.. , ', • 

levels because of lack of coherent data at the J .cal govemment lève!. In our analysis? however, 

we used both the six geopolitical zones and th · generic North-South dichotomy as employed in 

Nigeria's federal politics t~ bring out sharp con .rast in structural a_nd socio-economic imbalances 

in the federation. 

This study took on the political economy perspective of the research problent and not the 
1 

• 1 

econometric approach. AHhough the central issue in this thesis is economic liberalization, we 
. ;:, i 

are, however, only concerned with how federal and state governments used their allocative 

. . . . . . ' ' . . 1 :'. .· 

powers irt economic decisions· artd activities, and the politics ass.o;ciated with, federa~ ~argaining 
'· . . . . ·" . . ' 

at different levels . 

This study essentially drew on the market preserving federalism theory to suggest that the 

fedcral character of the Nigerian statc fosters the functioning of;!a pseudo-market economy with 

both private sector and subantional governments taking over the role of the federal government 
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as the federal government retreats froin direct participation in the economy. We a}so use the 

supplementing argument. of competitive/c~ordi~ated federalÙnn . to _·:suggest the' n~ces~Ity of 

intergovernmental coordination in achieving national development vis-à-vis balanced 

development. 

In view of the Nigeria's fiscal history ·and the political. dynamics, which show 

considerably high dependence on largely single-source federally generated re1:enue, we 
' . : ·.· / \' '.·.:- ' ). •.' < ' ·1({:/ ... ; · ... (< ,\, '. ' ,.. 't 

suggested decentralizatiorÏ "of fiscaf po\V~~~ ànd ~evenues, and)the°revi~w·"cif horiz?ntal revenue 
1 

sharing formula. W e, however, sugg_ested that in view of the central role of the stat~ in balancing 
1 

development state allocation of resources should ~e used to correct)mperfectio~s of market 
. . . ' ' :, ' ·. ' '?: \\ . . '·, . 1 . :' 

allocation of resoùrces.particularly as it concerns unequal devel6pinent opportunit~es to various 

regions. We suggested that the share of the federal government in the FA reduced f1.S a result of 

decentralization of revenues should be shared into two. Half should go directly to subnational 

governments, while the remaining half should go into a special consolidated fund. This fund 

should, in .add~t~on to )ts t~·àdit_ioùal usa.~Y<.,'b~ ·u~,~d ijn develop~~~~t. fii1·w:êi,h'g• particu.l.~rly ~t' tl1e 
' . . ~ . -. ' · .. ', ': . . ~ : ' . : :. ·,, ... , : ... ·.. . ' \ ·. ·. ... 

small and medium -levels, an·d in.the di~ersificati'~n of the economy: On the horizontal sharing 

formula, we argue that what rnay be of political expediehce in the short run is most likely to have 

pervasive socio-èèonomic èonsequences in the °long run. Thus tijel'e is- a'need to balance between 

political exigent demands and socio-economic needs of various regions. j 

! 
It is our hope that the findings of this study would spur further intellectual ;enquiry into 

1 

the workings ofNigeria's fed<.:!ral political system and how it afÛèts ecoriomic devel6pment: 

'r. 

',:, 

1 
1 

CODESRIA
- LIB

RARY



}j 
- t 

1 

1 

J 
1 ., ' 

t 

-·-·1 --

I _ 

1 

:I 

1 

1.1 RESEARCH PROBLEM 

CHAPTERONE 

INTRODUCTION 

The. choice of federal political system became virtually inevitable at the terminal colonial 

period in Nigeria's history mainly as a result of disparities àmong the constituent regions 

(Elaigwu. 1994: 227-233). The federation then consisted of regions of disparate "geography, 

population, peoples, and economic resources and potentials. As such, interaction among the 

various groups that made up the evolvin1:-~ political community was characterizecl by mutual 

suspicion and fear of political and economic domination among the various sub-national groups. 

More than four decades after, Elaigwu (2006b: 376) maintains that "the reasons for the adoption 

of federal system of government. .. are still tnuch the same." This assertion is of debatable 

importance. But while the manifestation of this assertion is palpable on the political terrain, the 

economic dynamics are not too clear especially with structural and relational transformations the 

federation had undergone. 

The federation has undergone consiclerable transformations since independence: from a 

federation with 3 Regions to one with 36 States, from a highly decentralized system to a 

centralized one (Asobie, 2001: 141) and frorn one with competiti ve intergovernmental relations 

to one with increasing cooperation. (Elaigwu, 2006a: 223-232). These changes were necessitated 

by various reasons but the underlying motive was to enhance political stability and economic 

prosperity by maintaining a balance between centrifuga! and centripetal forces. These 

developments do not suggest that regional ri valry and disparities have been eliminated or even 

reduced to a tolerable level. There are still claims of neglect, marginalïzation and injustice as 

evidenced in the level of development among States (a de facto region) and more markedly 

among variants of the fonner rngions. There are lingering secessionist movements in the Niger 
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Delta and the resurrected Biafran regions. All these crises revolve around struggle for power 

(Onyekpe, 2003: 28-9), distribution of resources (Ayua and Dakas, 2005: 265), and their effects 
1 

i 

on pattern of development in the federation (Onwudiwe and Suberu, 2005: 7-9). Therefore, the 

search for a politically acceptable mechanism for distributing resources and sharing power to · 

facilitate economic development and achieve social distributive justice is on. 
' . . " 

The Nigerian constitution is clear on the fondamental political and economic objectives 

of State policies; which is to promote development as distributive justice. Ali government 

policies are to be directed towards promoting "planned and bàlanced development" (FRN, 1999). 

This requires the State, in this case encompassing the national and sub-national governments, to 

arrest causes of disparities among citizens and regions as well. The Nigerian state bas responded 

to this challenge in different ways. At one extreme, the state was involved in location of 

industries and productive economic activities in addition to · fiscal equalization ~rrangements . 

From the 1980s, the state started pursuing policies that were aimed at the retreat of the state from 

its prevailing posit10n in the economy under the Structural Adjustment Programme (SAP). The 

task of pushing development gradually changed as the economy was liberalized with 

unfavourable conseqtJences on even the p1;ovision of public good: education. health and 

employment. (Fadayomi; Popoola; Fashoyin, 1993: 79-104). 

The present civilian administration has embarked on more vigorous liberalization policies 

since May 1999. These policies are graclually exposing the economy to the vagaries and 

absurdities of the market forces acting locally and globally. The traditional role of (the state) 

pushing development is changing to one of enabling and regulating a market-driveµ competitive 
1 

1 

economy. With the diminishing role of the state in the economy, the challenge: of balancing · 
1 

development will not be expected ta be the same. It is this change that we investigated in this 

/ 
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work. Particular · emphasis was laid on how the federal character of the Nigerian state 1s 

conditioning responses to the problem of regional disparities: 

1.2 OBJECTIVES 

The main aim of this study is essentially to investigate the role of the state 'in economic 

development by exploring the link between the Nigerian federal political system and the 

liberalizing economic system. More specifically, the study is set out to: 

i) · examine the dimensions of regional disparities in Nigeria; 

ii) examine àdjustments made in the federal system; and 

iii) assess the responses of the national and sub-national governments 111 balancing 

development. 

1.3 HYPOTHESES 

The research variables in this study were analyzed in the context of the following theses: 

1. The state has a significant role in managing regional disparities; and 

11. The federal political system 1s favourable for state intervention in balancing 

development. ·· 

1.4 METHODOLOGY 

The very first methodological challenge in this study is to define a region. There is no 

universal consensus on how to define a region. Each definition reflects the researcher or author's 

discipline and the subject ofinquiry (Richardson, 1973:5). In regional economics, for instance, a 

1 

region is a sub-national area whose boundaries are established by geographlcal location, 

industrial mix and concentration of production. Thus in the Nigerian case, the Lagos industrial 
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agglomeration and the Kano-Kaduna-Zaria industrial triangle can be defined as economic 

regions based on concentration of industrial activities. Also, the cotton and cocoa b.elts are used 

in referring to regions in the Nigerian agricultural . landscape where these formally export 

commodities were predominantly produced. 

A region can also be defined by a combination of socio-cultural, political as well as 

ethnographical factors. In Nigeria, the Middle Belt region is defined by relational identity of 

minority ethnie groups that have a common identity and aspiration (Tyoden, 1993: i). Y et, a 

region can be defined by blend of geo-political, socio-cultural, historical and economic factors. 

· These features give the triangular deltaic region of River Niger in Nigeria, the name Niger Delta. 

This region is largely peopled by minority ethnie groups and it is associated with 'the abundant 

natural resources found in the area, crude oil (IDEA, 2000: 142). 

All these definitions are useful in bringing out the differences in the distribution' of economic 

resources and activities. But they are grossly inadequate in this study owing to the monocultural 

nature of the Nigerian economy- crude oil being the major source of revenue- and its re

distributive consequences. As such, we also inevitably used the geographically circumscribed 

and politically defined regions in our analysis of the research variables. States, as against 

Regions as they were called in the First Republic, are the constituent units of the Nigerian 

federation. Resources are allocated and power (and associated privileges) shared based on this 

fe<leral structure. These administrative (geopolitical) units that serve as sub-national tiers of 

government were used as de facto regions. This allowed us to investigate the i responses of 
1 

1 

governments at different levels. 

In addition to the 36 States, the non-constitutionally adapted zones were used in this study 

for sampling purpose. The thirty-six states in the federation arc collapsed into six zones: North

central, Norlheast, Northwest, Soutlwasl, South-south and Southwcst. ThcsL~ zones hnvc 
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increasingly become acceptable mechanism for the distribution of resources and sharin:g of 

i 
power among the various groups in the federal system. They have become functiomil regions for 

. i 

1 

allocation of resources, location of projects and political appointments. Finally 1the inherent 

Norih-South dichotomy bas pertinently remained a regional basis for political and economic 

inter-States cooperation. This was therefore reflected in our analysis. 

The variety of de:finitions of a region in the Nigerian context is manifest in our sample. 

Overlaps are inevitable for maximum representation to be achieved. Therefore four criteria were 

used for the purpose of sampling: a) administrative units; b) economic resources; c) economic 

activities; and d) geographical location. Based on these criteria, we selected six states each from 

a zone and the Federal Capital Territory, Abuja, as a special region. Lagos (a coastal State) and 

Kano (a State in the hinterland) were selected as two industrial nodes. Adamawai, Ebonyi and 

. 1 

Plateau States were selected as agricultural-based States. Rivers State was selected as oil-rich 
1 

/ 

State. Though we selected six States, this did not restrict our scope of investigation. We explored 

other centres of inter-State cooperation. 

The data used in this study was generally secondary data. It was source from federal and 

State governments' mini stries, extra-ministerial agencies, offices of statistics and planning, 

regulating agencies; and other publications and periodicals. We used, data on population, 

manpower statistics, revenue allocation, location of branches of private commercial banks, 

pioneer status for foreign investors, utilization of development :finances, poverty incidence and 

admission into Nigerian universities to show the various dimensions of regional disparities in the 
t 

i 
Nigerian federation. The data used was both quantitative and qualitative. The quantitative datais 

1 

represented in tables. The qualitative data was used to describe and explain trend~ and patterns 
1 

observed from the quantitative data analysis. 
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1 

It is important to note that this study took on the political economy perspective of the 

research problem and not the econometric approach. As such, our analysis concentrated on how 

the state allocaL~s resources for development financing and the provision of public goods, and 

how these resoui'ces are utilized. 

1.5 SIGNIFICANCE OF STUDY 

This study contributes to the ongoing discourse in the academic and policy circles on the 

thorny_ issue of making Nigerian federalism work better. Making it work better requires political 

i 
bargaining and economic dexterity. The work also adds to the spiral of knowledge for future 

. 1 

1 

scholarship in the yet to be fully explored area of federalism and economic developrhent. 

This study drew on the theory of market preserving federalism to suggest that the federal 

character of the Nigerian state guarantees the functioning of a pseudo-market economy with both 

private sector and subnational governments taking over the role of the federal governrnent as it 

retreats from direct participation in the economy. Ln our seemingly unidirectional world where 

the stream of thoughts flows towards free market economy, federalism, therefore, provides 

another opening for governments at the subnational level to actively participate in economic 

development without fettering the flow of private capital. We have also provided empirical 

evidence that suggests intergovernmental coordination is necessary in redusing regional 
i 

disparities in economic development. 

1.6 SCOPE AND LIMITATION 

The focus of this study is basically to find out different ways diffei:ent tiers of government 

are responding to regional disparities. Although the central issue in this thesis is economic 

liberalization, we are however only conœrned with how federal and Slale goverrnnenls usL:d 
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their allocative powers in economic decisions and activities, and the politics associated with the 

federal bargaining at. different levels. This study ,;overs the period between 1999 and 2007. 

Lastly, we limited our study to the federal and state levels due to seemingly non-coherence at the 

local government level. 
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CHAPTERTWO 

LITERATURE REVIEW 

2.1 ECONOMIC LIBERALIZATION AND REGIONAL DISPARITIES 

The economic liberaliz~tion policy of the Nigerian government has its root in the liberal 

economic theory. This theory advocates laissez faire capitalism, in which limited government is 

tolerated in practice. To Adam Smith, the State's positive rok in a liberal society should be in: i) 

protecting security of citizens from violence and external aggression; ii) establishing exact 

administration of justice and iii) erecting and maintaining certain public works and institutions. 

Generally, the liberal theory is in favour of restriction of public authority intervention in the 

i 
business community to the narrowest compass. This entails the prominence of self-regulating 

1 

i 
power of the market (Elliot and Campbell, 1973: 99). The role of the state is, therefore, 

1 

. essentially complementary to and supportive of the private sector. 

The neo-llberal theory also follows that "if the state is satisfied with the fonctions 

accorded it by Adam Smith, globalize market.. .will self-regulate in the long run 'through cycles 

of adjustment and this will lead to an infinite rise in the net production and income per 

inhabitant" (Tchuigona, 1996: 6). The neo-liberal doctrine also underpins the move towards free 

market mechanisms, which re-emphasizes the reduction of trade barriers and internai 

restrictions. In essence, it abhors economic statism. 

In practice, however, these guiding principles were found to create inequalities, 

imbalances, differentials or disparities among regions in a country. This regional e~pression of 
1 

1 

economic dynamics is intrinsic to capitalist growth and development. Myrdal' s theory of 
1 

1 

cumulative imbalance explains how market mechanisms promote imbàlanc~ among regions. It 

posits that economic growth starts in few areas rather than ail and as it continues factors of 
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production and trade are attracted to these areas. Perroux explained in his theory of spatial 

polarization that econornic activities do not fluctuate around a long-term equilibriurn norrn but 

tend to promote the concentration of growth in some areas-growth poles-at the expense of 

others. He argues that growth naturally show itself in these poles with different intensities 

(Bolland, 1976: 40-48). 

The dependency .school links regional disparities to disparities among nation-.states in the 
i 
1 

global capitalist economy. This school argues thHt spatial inequality and margü~ality of the 

peripheral populations in a country are inevitable consequences of the position of the poorer 

regions in the capitalist development process. Thesl· regions are linked in a satellite relationship 

with dynamic national centres, which in turn are linked in an external dependency relationship 

with dynamic foreign centres (Gilbe1i and Goodman, 1976: 121). 

But sorne regional economists tried to untangle the issue of 'spatial equi libri um'. They 

argue that regional disparities are temporary. At the early stage they stem from lack of 

coordination between the spatial system (regional economic growth) and the national system (the 

national economic growtb). In time, along with free movement of factors of production between 

\ 

and within regions, regional disparities will be minimized or possibly eliminald. ln poor 

countries where there exists regional equality ofpoverty, Lipsitz (1995: 359) argues ~hat regional 
1 

• 1 

inequalities increasè to a certain point after which it will reduce as the national econo111y grows. 

However, Myrdal, using the backwash effect, showed that circular causaüon between 

economic and non-economic factors culminates in a vicious circle in which factors of production 

are continually attracted to faster growing regions. Surpluses from agricultural sector are, for 

example, absorbed in the manufacturing sector in the growth poles. Al! these increase the 

competitive disadvantage of the regions lagging behind (Myrdal, 1972: 23-31 ). ln Mydral 's 

words, "economic development is a process of circular cumulative causation which tends to 
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award its favours to those who are already well endowed and even to thwaii the efforts of those 

who happen to live in the regions that are lagging behind" (Bolland, 1976: 50). The dependency 

school also argues that the entanglement of national economies makes the poor peripheral 

countries to be unable to offset regional disparities (Gilbert and Goodman, 1976: 121 ). 

One thing that these propositions insinuate is that market mechanisms can not lead to 

spatial equilibriui11 in poorly developed capitalist economies. Therefore, the dependency school 
l 

sees delinking such economies from the global capitalist economy as the on~y way out. 
' 
1 
1 

Conversely, the structuralists see the capitalist state as having a pivotal role in idehtifying and 

' 1 

offsetting trends towards regional imbalances. For instance, Myrdal and Perroux theqries provide 

very logical basis for state action in the play of market forces. They argued that the state has a 

significant role in arresting ·regional disparities. If the working of the market forces is 

responsible for retarded development, the obvious course for the state, according to them, is to 

control and regulate these forces in the interest of growth of the regions. This entails rernoval or 

lessening of inequalities between regions by, for example, enhancing the spread effect of the 

growth taking place in the more developed regions. By so doing, state intervention can 

minimize, or even halt, the backwash effect of capitalist growth (Agrawal and Lal, 1997: 51-2). 

In fact, Bolland (1976: 52)· noted that "indirect intervention. to improve infrastructure or 
! 
1 

concentrate incentfves in growth pole centres does not reverse cumulative inibalances m 
1 
1 
1 

Myradian or Perrouxist models ofregional development." 1 

1 

The nature and extent of state intervention in the economy varies from one country to 

another. Jewkes (1978: 232-3) categorized the experiences of different countries in the transition 

from agrarian to industrial economies into four. First, is the '.'spontaneoüs transition" in which 

the state direction was at "minimum and the necessary capital been provided internally". The 

British example illustrates this transition. lt was a case in which severè pains of industrial 
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revolution were "minimized ,by slow orgamc growth of the institutions required for [an] 

industrial society, by grafting of a new system on an old stock, by the long maintenance of link 

between agriculture and industry, by the creation of industry on relatively small units, by the 

frugality of the population and the mobility of capital." 

Secondly, there was the "engineered transition" in which the state provided "most of the 

driving force and ... deliberately organized the sacrifices necessary for investment". The Russian 

experience of industrial expansion was an outstanding example of this type of transition. In this 

case emphasis was on large scale production with little capital from abroad. This "elorced" and 
. 1 

"speedy" change necessitated the state to "create the required industrial skills and t):break down 

old habits by mass education and propaganda and to provide transport, distribution and housing 

as an integral pari of the enginéered economy". 

The third was the "assisted transition" which falls between the first two. In this case state 

intervention was limited, "either in extent or times, and where normally investment has been 

provided, at least in part from outside." The .Tapanese experience epitomizes this transition. The 

state provided initial impulses to the economy "which subsequently developed its .own motive 
1 

power". At the early stage, the state helped "by raising foreign loans, by ere~ting textile 
i 

• 1 

factories, by handling exports and purchasing imports, by buying and loaning ~nachinery". 
1 

' 

Virtually all the Wèstem-like industries at the incubation period owed their establis~ment to the 
1 

statc initiatives and later "private industry built rapidly upon these foundations", with the 

exception of the iron and steel industries. Also, the abundance, cheapness and assiduity of labour 

contributed to the success of the Japanese economy. Interestingly, small-scale and scattered 

factories characterized .Tapanese industrial take-off. These factories depended on m1tive supplies 

and kept transport and social capital to the minimum and foreign capital was available to 

supplement domestic sources. 
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The fourth category in Jewkes' account was the "abortive transition". ln this type of 

transition, state intervention was seemingly a failure. Jewkes used the 1970s lndia to exemplify 

this type of transition, in which despite high industrial possibilities it "proved poor in the 

manufacturing accoinplishment". India, then, had the third largest railway netwo~k, domestic 

' 
supplies of cotton, coal, iron ore and other raw materials .. Virtually all African cbuntries fall 

1 

under this type of transition. This is largely due to weak. social and econo.mic infristructure in 

developing countries. 

Quite a number of literature in regional economics suggests that there is no single 

explanation of causes of disparities in regional development. There are a variety of factors that 

contribute to a certain pattern of development, and researchers in the field suggest that it is the 

interaction of different factors that shapes the path and level of development. Generally, 

however, the works of Myrdal and Perroux are instructive in explaining causes of regional 

disparities. Their literature shows that market mechanisms promote regional , imbalances 

(Bolland, 1974: 48-50). Myrdal further identified that "natural inequalities have be~n supported 
' 1 

and magnified by built-in feudal and other inequlitarian institutions and power strudtures which 

! 
aid the rich in exploring the poor" (Agrawal and Lal, 1997: 52). 1 

Myrdal (1972: 39) and Smith (1974:302) noted further that regional disparities àre wider 

in poorer countries than in richer ones. More specifically, Agunbiade (1987: 187) showed that 

there was tendency towards divergence in regional disparities as a result of the implernentation 

of SAP in the Nigerian case. Aka (2000: 190) concluded further that regional disparities in socio-

economic development are not narrowing over the years under market economy. More recent 

studies on developing countries. (including Nigeria) show that regional disparities În economic 

activities, income and social indicators are increasing. It was also noted that while spatial 

inequality is a dimension of overall inequality, "it has added significance when spatial and 

·! 
' 
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regional divisions a.lign with political and ethnie tensions to undermine social and political 

stability" (UNU. 2005). Hill (2000: 2) noted this fissiparous tendency in the case of Mindano in 

·Philippines and Aceh in Indonesia, and Elaigwu, (2006: 271) also lamented on the latent threat 

of disintegration of the Nigerian federation in the Niger Delta region. 

2.2 FEDERALISM AND ECONOMIC DEVELOPMENT 

The concept of federalism is expressed in broad federal forms encompassing a wide range of 

institutional forms. Generally, however, the following features are common to federal systems of 

government: 

a) Formation of States and territorialisation of federal-local administration in such a 

manner as to promote closer contact between people and government; 

b) Two ( or more) levels, orders, spheres or tiers of government each acting directly 

01i. their citizens; 

c) A formai constitutional distribution of legislative and executive atithority, and 
( i . 

allocation of revenue resources between the levels of government erisuring some 
1 . 

areas of genuine autonomy for each level; 1 

d) Provision for designated representation of distinct regional views/interest within 

the federal policy-making institutions; 

e) 

f) 

g) 

A supreme constitution that is not amendable by one level of government; 

An urnpire, based on the principle of separation of powers, to rule on 

interpretation or valid application of the constitution; 

Process and institutions to facilitate intergovernmental relations in those areas 

where governmental responsibilities are shared or overlap; and 
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h) A supportive federal political culture that includes capacity to resolve federal 

conflicts through negotiations, and accountability and transparencyi in decision
i 
' 

making process. (Elazar, 1993: 193; Singh, 2004: 109; and Blind~nbacher and 
1 

! 

Watt, 2003: 10). 1 

1 

1 

The idea of sharing power distinguishes federalishl from unitarism and confederalism. In 

a unitary system, there is a single source of constitutional authority from which the sub-national 

governments drive· their power as sub-ordinate jurisdictions. In this case the sub-national 

governments are not constitutionally guaranteed. Thus even · when there is good measure of 

administrative or legislative devolution or decentralization, sovereignty or cornpetence resides 

exclusively with the central government, and regional or local governments are legally and 

politically subordinate to it. At the other extreme, in a confederal system, the centra~ government 

drives its authority from the· sub-national governments. The constitution in this ca~e empowers 
1 

the regional government more than the central govermnent. Even where there is considerable 

.allocation of responsibilities to central institutions and agencies, the ultimate s6vereignty is 
• 1 

' 1 

retained by the constituent regional governments and, therefore, the central governn1ent is legally 

and politically subordinate to them. In contrast, in federal system, bath the central and sub

national governrnents have sovereign powers derived from the constitution rather than from any 

another level of government. 

Recent stress in federal discourse is centred on distribution of powers and responsibilities 

or division of jurisdiction over a subject and the extension of autonomy to each gqvernment on 

the divided jurisdiction. Distribution of powers and responsibilities as a way of ensuring relative 
' 

. i 
autonomy of all levels of government has assumed a critical salience in ·contemporary discourse 

1 

' 1 

on federalism due to the changing role of the state in social, economic and political ldevelopment 

since the end of the cold war. Therefore, emphasis is laid on distribution of governmental, 
. ' 
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political, monetary, fiscal, administrative and policy responsibilities between ail levels of 

government and how these guide the role of the state in the economy. 

The role of the state in the economy requires integration of the various ~ub-national 
. . 1 

'economies' into the national economy. In countries with heterogeneous socio-culiural groups, 
. 1 . 

the state employs a political system with a governmental structure that eri~ures stable 
! 
1 

organizational equilibrium. There are in this type of states (centripetal and centri:t'ugal) forces 

resulting from diversity, which drive the economy to spatial dis-aggregation while_the logic of 

national development policy exerts pressure for rational coordination at the central level. Federal 

system of government institutionalizes a balance between these two opposing forces. It helps in 

"reconciling the need for large-scale political and economic organization" and at the same time 

protecting the social fabric of the society and local characteristics of the market. The spread of 

market economies across the globe is also creating socioeconomic conditions conducive to 

support the federal idea. There is more "emphasis upon contractual relationship, repognition of 
' 

non-centralized character of a market ... thriving market on diversity, not homoge~eity, inter-
, 1 

jurisdictional mobility and competition as well as cooperation" (Watts, 2000: 3-9). ' 

The major theoretical construct that explains this trend in a more articulate way is the 

market preserving federalism theory. Weisügast (1995: 3-10) used the theory to ex plain how the 

fondamental political dilemma of economic systems could be solved. This theory is based on the 

assumptions that subnational governments have the primary, authority over local economies, 

while the federal government enforces a nationwide free market and free mobility of factors, 

goods and services. Competition is seen as a control on excesses of political actors. Competition 

is also believed to create incentives and possibilities of innovations in the political 'sphere such 
j 

that political outcomes will better match the preferences of individuals, thereby ensutjing demand 
. . 1 

is optimally met in the way benefits in the private sector are derived. Thus, goverm;nents vis-à-
1 
1 
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vis political decision makers are constrained by competitive forces to perform under a 'free 

market condition'. 

Arguments m favour of intergovernmental competition as emphasized in the market 

preserving federalism theory show decentralization of fiscal and regulatory powers as a useful 

precommitment device for the functioning of the market in a federal setting. The ecbnomic case 
. 1 

for decentralization points generally towards dividing three functions of the state in the economy 
1 

among different tiers of govemment. The federal government is assigned the responsibility of 

rnacroeconomic stabilization and incarne redistribution ih addition to the provision of national 

public goods. The national government is tasked with the responsibility of stabilizing the 

economic process in order to minimize business circle fluctuations, and to redistribute incorne 

for the purpose of addressing inequalities that result from market imperfections. The fonction of 

allocation is shared between the national and subnational governments (Bird et al, 2003: 3 56 and 

Ogisi, 2004: 333). 

From another perspective, Peterson, Rabe and Wong (1986: 112) divide :government 
1 

• 1 

policies into "redistributive" and "developmental". They labelled those that manage! a country's 
• 1 

physical and social infrastructure developmental because without them the economid progress of 

the country can be retarded. They argued that subnational governments have natural superiority 

in the arena of economic development hence they can best administer the developmental 

policies. On thé' other band, the national government is to concentrate on redistributive policies 

since it operates under few market-like constraints. 

From Leviathan perspective, powers to make policies are decentralized in order to create 

choices for individuals according to their preferences and circumstances, and also to create 

competition among sub-national governments (von Hagen, 2003: 379). Under sucl;i condition, 
1 

governments can compete in the provision of public goods and services by impioving their 

! 
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quality, reducing their prices and providing varieties. Govermnents can also compete for fonds 

for the provision of public goods and services. They can do this by raising revenue competitively 

in order to access grants provided by the national government. Lastly, governments in 

decentralized systems, where there is free flow of factors, goods and services, can compete for 

business investrnent. Thus, to Afonso, Ferreira and V arsano (2003: 426), ·decentralization is a 
1 

1 

natural companion of competition. To sum it up, Ostrom (1974: 230) argued, the phepomenon of 
. 1 

'hidden' or 'invisible bands' of the market will have greater operations in highly drcentralized 

federations. There will be greater oppmiunity for the development of quasi-market ~echanisms 

in the operations of public enterprises. 

There are, however, theoretical and empirical literature that contest the efficacy of the 

competition cum decentralization argument. Sinn (1997: 270), for example, argues that 

"competition is bad where government intervention is good". His argument is based on the fact 

that government intervenes in the economy when and where there are market failures. This 

means that comp·etition is only helpful when and where government intervention creates false 

economy. Cai and Tresman (2004) also fault the theoretical assumptions cop.cerning 1ornpetition 

for mobile factors of production. They argued that where there is sufficient héterogeneity 
1 . 

. competition for mobile factors· can be highly uneven. Free capital mobility can resul~ in outflow 

of capital from less · endowed and economically bàckward regions to the more developed ones. 

The governments of the affected regions would be disposed to move towards predation or rent

seeking instead of pro-business policies. The overall implication of this is the reduction in the 

quality of public goods and services (Bardhan and Mookhe1jee, 2006: 4-6). From a political 

economy point of view, Brenan and Buchanan (1980: 3-14) argues, compètition reduces the size 

of government and thus maintain the efficiency of the market system. Webb, Perry and Billinger 

(2001) have empirically shown that fiscal competition · in Brazil and Argentina exacerbated 

CODESRIA
 - L

IB
RARY



11 
l 
l 
l 
L 
t 

:· .. ,. 

:l 

L 
L 
l 
L 
1 

L 

L 
L 
1 

J 
J 

1 

) 

l 

20 

regional inequalities sustainability of the public sector m general (Bardhan and 

Mookherjee, 2006: 7). 

Also, decentralization of fiscal and regulatory powers is argued to be counterproductive 

in some instances. Cai and Tresman (2004) and Rodden and Rose-Ackennan (1997) showed that 

decentralization and increased competition for capital are capable of exacerbating 

intergovernmental externalities, and furthermore creating tendencies towards protec~ionism and 
1 

reduction in national welfare. Under such condition, federalism is argued to be "stat9-corroding" 
1 
1 

· and not "market preserving". To avoid such problems, market preserving federalism requires a 

strong national government that will curtail the self-seeking disposition of sub-national 

governments. Owing to the underdeveloped nature of the capitalist economy and the shaky 

political foundations of "intergovernmental market" in many developing countries, Roden and 

Rose-Ackerman, conclude that market preserving federalism is unlikely to exist in these 

countries (Bardhan and Mookhe1jee, 2006: 6-8). 

Prud'homme's (1995: 201-20) conclusion 111 a study on decentralization m some 

developing countries shows that decentralization is capable of increasing regional d.isparities. 

Decentralization can limit the applicability of national policies that are designe~ to correct 

disparities and it can as well result in the underprovision of fiscally induced stabilization 

policies. Therefore · for a strong national development policy, the freedom of subnaitonal 

govcrnments in economic policy-making needs to be limited. As Coyer and HilJs (1992: 217) 

argue, relatively high degree of centralization enables national governments to control 

distribution of resources among regions for a more even development. 

The assurnptions made in the market preserving federalism theory unclerpin the notion of 

cornpetitive federalism. The realities on ground, however, show a general trend toward 

cooperative/coordinated federalism. On the global scale, Majeed (2003: 5) observed, that 
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liberalization of national economies had necessitated a paradigm shift to greater cooperation with 

the national and .sub-national govenrn1ents formulating and implementing public policies. In the 

case of emerging economies, Hosp (2003: 18) identified challenges to competitive ;federalism. 
1 

These are i) "the challenge of preserving the internai markets"; ii) "importaht regional 

differences"; iii) "the big informa! economy compared to industrialized countriJ"; and iv) 
1 

"corruption". 

Hosp also contrasted coordinated from competitive federalism. The driving principle of 

coordinated federalism is bargaining between the national and subnational governments with a 

view to adjusting differences. As cornpared to the use of hard budget constraints in competitive 

federalisrn, national governments use soft budget constraints in their fiscal relations with 

subnational governments. The national govemment may also bail out subnational governments 

because the latter are not entirely responsible for their financial condition. Coordinating federal 

processes and institutions also means that there is high tendency of harmonization of taxes, 
1 
,, 

policies and programmes within the federation. Above all, there is greater ter\dency for 
! 

centralization in coordinated federalism (Hosp, 2003: 5-7). 

Whether competitive or coordinated federalism, fiscal adjustments are made in order to 

preserve the federation and to ensure political stability and economic progress. From an 

economics point of view, Adedeji (1968: 220) argues, fiscal adjustments are .generally made to: 

i) address the problern of imbalances of resources and needs between the national and 

subnational govemments; ii) harmonize income with needs in different regions; iii) achieve 

'economic equilibrium' for the whole federation; and iv) 'level up' by raising poorer regions and 

ensuring the level of public good provided is equalized. 

1 

More specifically, the fiscal instruments used in correcting fiscal disparitiçs among 

subnational units are equalization and grants (Watt, 1994: 18). The principle of fiscal eqpalization 
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1s based on the notion of equality of subnational units as providers of public good. All 

subnational governments are, according to Buchanan (1950), assumed to "provide equivalent 

services at equivalent tax burden". There is also the efficiency counterargument that fiscal 

i 

equalization based on equity does not gùarantee change of behaviour of : subnational 
1 
1 

• • 1 

governments. It is likelier to induce complacency and rent-seeking behaviours than[competition 
1 

(Dafflon and Vallaincourrt, 2003: 197-8). In practice, however, fiscal equa.lization {s used as an 

instrument for offsetting fiscal disparities that result from differences in revenue-raising capacity 

of subnational governments. Differences in revenue-raising capacity of subnational units are 

usually caused by uneven distribution of marketable natural resources and/or economic 

activities. Fiscal disparities may also be caused by differences in the cost of providing public 

goods across the federation. 

Orants are transfers made by national governments to subnational governments for the 

purpose of correcting vertical and horizontal fiscal imbalances, implementation' of national 

policies through subnational govermnents or for compensating of spillovers of! subantional 

governments (Bird et al., 2003: 360). Frienkman (2006: 25) identified six major typrs of grants. 
i 

These are: i) equalization grants-formula based grants used for equalizing fiscal dapacities of 

governments by making adjustments to address expenditure needs differences; ii) compensation 

grants-formulas bà.sed specific purpose grants used for funding specific federal mandates; iii) 

regional finance reform grants-grants given to subnational governments for implementation of 

reform programmes, which are usually based on conditions stipulated by the national 

government; iv) social expenditure grants-matching grants aimed at funding some important 

social services ·expenditure; v) regional deveJopment grants-grarits given to finance 

subnatiuonal governments public investment in infrastructure; and vi) discretionary grants and 

loans. 
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lt is important to note that the notion of state in the reviewed literature on fecleralism and 

economic development, its institutional character and the social, political and economic order it 

seeks to establish.all flow from the liberal stream ofthoughts. The state vis-à-vis governments is 

restricted to the provision of public or semi-public or merit goods in a competi~ive manner 

i 

(Olson, 1986: 54) or, as Laski (1982: iii) argues, the state may extend its influence on the market 

1 

for the purpose of ensuring that demand is satisfied in the widest possible scald. A sort of 
• 1 

intergovernmental market is envisaged in which governments compete in the provision of public 

goods and also in creating ep.abling environment for private capital to be invested in the 

production system. Governments are therefore not expected to participate in productive 

economic activities. 
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CHAPTER THREE 

NIGERIA'S FEDERAL SYSTEM AND ECONOMIC DEVELOPMENT 

3.1 EVOLUTION OF NIGERIAN FEDERALISM 

Nigerian federal system is rooted in the socio-political structure o( colonial domination. 

Prior to the establishment of colonial rule, contemporary Nigeria was composed of numerous 

groups with different identity and symbolism living in different forms of political organization-
1 

states, city-states, chiefdoms, dynasties, village republics, etc. These groups carri
1

e under the 

coercive diplomacy of British colonialists which culminated in the construction of a geo-political 

power base for the co-existence of the various groups, on the one hand, and the establishment of 

a tie between the Nigerian 'state' and British colonial state. 

Although, the colonial conquest started earnestly in the last decades of the 19111 century, it 

was not until 1900 that the colonial authority started graduai process of amalgamation of the 

various territories that were under the British. This ushered in a three distinct colonial 

territories-the Colony and Protectorate of Lagos, the Protectorate of Southern Nigeria and the 

Protectorate of the Northern Nigeria- each of which was administered differently and 

independently (Tagowa, 1994: 117-9). 
1 

The Lugardian amalgamation of the Northern and Southern (with the Lakos Colony 
• 1 

annexed) Protectorates in 1914 became a colonial milestone and a milepost in the history of 

Nigeria as a nation-state. This single act initiated the enforcement of political integrntion of the 

disparate colonial subjects into a huge colonial territory administered under a unitary 

government. Since then, Nigeria became under powerful centrifugai forces resulting frorn ber 

diversity-north-south dichotomy, religious cleavages, regional allegiances, di fTerential 

development, etc (Eteng, 1996: 119). 
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Wh ile the amalgamation of 1914 was aimed at evolving a .united Nigeria by termiüating 

disunity existing between the component parts, the desire to preserve the symbolic separateness 

of the amalgamated parts was contrary to the envisaged unitary system (Nwabughuogy, 2001: 

40-1). Consequently, little effort was made to encourage interaction among the various groups in 

the evolving Nigerian nation-state apart from · the · vertical relations between the local 

administrative units and the colonial centre. This ambivalent integration, argues Elaigwu (1994: 

226), generated fears and suspicion among the colonial subje~ts. The North's geogra~hical size 
' 

and population became a source of fear to the souther 1 politicians. These features gave :the North 
• 1 

! 

political superiority in the plebiscitarian and repres( ntational system of government.( Also the 

head start in Western Education the South had was feared to be a license for domination in· 

economic and bureaucratie spheres. 

Meanwhile, the Richard Constitution of 1946 designed by the colonial administrators 

created three regions-North, East and West-and established central and regional legislature 

within a unitary frarnework. By 1947, when the Northern Region had its first representatives in 

the central legislative council, the various political leaders from the new regions interacted 

strangely. They had·little in common and shared little in terms of political aspirations. 

Nonetheless, contact among the various groups made in the central legislativ'f council 
1 

fe1iilized grounds for anti-colonial sentiments. It also precipitated dissatisfaction lwith the 

imposed Richard Constitution and the resultant structural and political rendition of thel evolving 
. ' 

Nigerian po1ity (Elaigwu, 1994: 277). These dissatisfactions led to calls for a federal system of 
1 

government that will approximate the realities of Nigeria's diversity. It was in response to these 

that the Macpherson Constitution of 1951 gave more powers to the régions and ensured 

increased political representation in the central Jegislative body. 
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By 1954, when the Lyttleton Constitution was established more powers were de~olved to 

the regions. This gave the evolving Nigerian nation-state its federal features. By 1959 the regions 

have becorne full-pledged autonomous units. These constitutional developments and the 

resultant crystallization and polarization of socio-political cum cultural identity/interest of the 

various groups along the regional cleavages sublimed decolonization of the Nigerian polity and 

the federalization of the decolonizing polity. 

Against this background, Oyovbaire (1979: 28-31) identified three forms of:analyses in 
' 1 

the historical origins of Nigerian federal system. The first focus on the determinaiions of the 
' 1 

various nationalities and difficulties encountered by the colonial authority in adm!inistering a 
1 

. ! 

large but comrnunally variegated nation-state like Nigeria from one centre. Thus, since there was 

no single pre-colonial power-state, the colonial authority had no other option than to, obey the 

objective forces of history and for the newly emergent Nigerian political, leaders to maintain 

diversity in unity. 

The second form of analysis emphasized the different patterns of colonial conquest and 

different approaches to the administration of the conquered territories. The third form of analysis 

focuses on the structures and ideological patterns of British colonial domination,[ which was 

1 

divisive. This divisive colonial heritage had its federalist connotations as regional political 
i 

leaders advocated Îederalism as a solution to emerging problems and challenge/s that were 
1 

1 

1 

associated with increasing interaction among the various sub-na:tional groups. 1 

i 

Generally, the sense of'mutual distrust and suspicion among the leaders :necessitated 

compromise. At different times, the Northern and Western regions have threatened to secede if 

their demands were not met. Federalism, therefore, became a political imperative for striking a 

balance between disintegrative and integrative forces imminent in the evolving Nigerian nation-

state. lt also became a veritable mechanism for managing socielal conllit:Ls anJ as a walershcd 
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for co-e~istenœ of various groups in a single geo-polity (Elaigwu, 1994: 231 ). Each of the sub

national groups agitated for greater power to the regions as a way of guaranteeing political 

interests and preserving its regionally-based identities . .Thus the initial unitary system imposed 

by the British colonial authority became practically inconsistent with the realities of new 

1 

political community. The social-cultural forces at work, which were expressed on geo-political 
1 

· (regional) grounds, made the Bdtish colonial state o accepta federal system of gov6rnment that 

was antithetical to the overarching hierarchical colonial power structure. 

The colonial legacy bequeathed Nigeria at independence in 1960 did not allow federalism 

to flourish albeit the challenges of nation- and state-building. It made the disintegrative aspect of 

the federalization process more pronounced than the integrative. Sub-nationalisrn becarne 

pronounce to the cletrirfü: nt of nationalism. Frictions and tension among the various groups 

heightened. The political arena harboured inter-group tension, with sub-national groups looking 

inward for political relevance, security and survival. The ability of federalisr'n to allow 
1 
1 

progressive reduction of sua-national tensions and discontinuities in the process df creating a 
' 1 
' ! 

high degree of comprehensiveness in a political community was put to test. Consequently, the 
: 

regional framework of politics and the inter-elite competition for power fuelled th:e ambers of 

disintegrative sentiments, which culminated in military intervention in January l 966. This 

circumstantial development changed the compass within which Nigerian federal system was 

opernted. In fact, Nigeria was decreecl (uncler the Unification Decree 34) in 1966 a unitary state. 

Although the clecree abolishing the federal system did not last long, subsequent reversa! did not 

return Nigeria close to its original federal settings. 

The re-emergence of federal system of government in August ·1966, after the second 

1 

military coup, was necessitated once again by the realities ofdiversity in the Nig~rian society. 

The problem of disintegrative forces dominating the political arena did not cease Jith the exist 

1 

1 

' 
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of civilian politicians. Maintaining a delicate balance between disintegrative and integrative 

forces became difficult under the military due largely to the problems associated with a weak 

centre in a federal structure with strong regional political and social forces. Tlius, military 

leaders were confronted with some of the challenges that befell politicians in the ope~ation of the 

Nigerian federal system. . · . . · 1 

Though, military rule did not allow active politics, these challenges attracted extensive 

discussions in regional consu,ltative fora and during constitutional conference. Many issues 

became subject of dispute in the ensuing debate on the direction of Nigerian federalism but 

Osadolor (2005: 82) identified four issues that constituted greater challenges to the military 

leaders. These were the question of creating more states, arising from the structural irnbalances 

in the federation and the minority-majority imbalance; the form and unit of association within 

the federation; the composition of the central authority·; and the issue of seces~ion, which 

culminated in the thirty-month civil war. 

. 1 

The civil war made the federal military government to take emergency m~asures that 
! 

were difficult to reverse. Using its method of legislation by Decrees, the military quickly created 

12 States out of the former 4 Regions just beforè the beginning of the civil war. Creation of 

States reduced the resources accruable to sub-national units and the nature of challenges to the 

political authority of the central government. It further implied that the centre had greater 

eèonomic control. Fmihermore, increase in revenues from oil export changed the political 

economy of Nigerian federalism. The federal government controlled resources to finance 

national development plans, in addition to its control of monetary and fiscal policies. The class 

structure was also transformèd as military leaders' access to power and resources m*de possible 

their transition to elite/business class (Graf, 1988: 55). It was therefore not surpris'.ing that the 

. ' ' ' . . 1 

i 
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military rulecl Nigeria from January 15, 1966 to October 1979; from December 31, 1983 -

August 27, 1993; and from November 17, 1993 to May 29, 1999. 

One of the implications of the about 3 0 years of military tule was the restructuring of the 

federation. The first attempt to restructure the federation was under General Ironsi il.11 May 1966. 

1 

~igeria was to, according to the Unification Decree No. 34, "cease to be a fedeiatioln" and shall 

therefore be a republic. The implication of this was that Nigeria had lost its federal status and the 

fo1mer regions were consequently abolished and replaced with group of provinces. The aim of 

the adoption of a unitary system of government was to enhance political unity by stemming 

regionalism (The Federal Military Government, 1966: Al 53). 

However, the centrifugai forces became stronger that they could no_t be contained within 

a unitary system. Hence, the second military coup restored the federal features of the Nigerian 

state but this tiine around the military cautiously tilted the federal balance between centrifugai 

and centripetal forces in favour of the centre. This was obviously to levetage submùionalism as 
1 

1 

against the .clamour for adop~ion of confederal arrangement, which was an indication that the 

country was drifting a part towards disintegration (Elaigwu, 2006: 92-112 and osighae, 199 8: 
1 

1 

82). To counterbalance the effect of excessive centrifugalism, the military government under 

Gowon finally fragmented the former 4 big regions into twelve subnational units (states). The 

creation of these subnational units was clone to balance the structural imbalances inherent in the 

federation and also to stem the tide of disintegrative forces occasioned by the secessionist 

movement. Subsequently, more subnational units (States and Local governments) were created 

from 12 in 1967 to 1976, 21 in 1987, 30 in 1991 and 36 in 1996. 

The creation of states was also an attempt to approximate Nigeria's diversity. The fears 

1 

of political and economic domination expressed by minority ethnie groups in the fe~eral system 

were quite acknowledged even before independence. These fears were investig!ated by the 
! 
1 

i 
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Willink Commission of 1957 /8. The comm1ss10n received submissions for creation of 

subnational units in ail the three original regions as a way of remedying the problem of 

domination by majority ethnic/religious groups. The c.ommissi.on, however, rejectea creation of 

subnational units for minorities based on the argument that such exercise will not ~uarantee an 

end to minority-majority conflict as there was every tendency that the new subnjational units 

1 

created will have new minorities in them. ! 

Also the commission advanced the argument that the subnational units will be small 

compared to the three big regions. Hence they may be unviable and they cannot stand 

competition with the already existing bigger regions. The commission therefore suggested the 

establishment and development of "Special Areas" and "Minority Areas" under the existing 

regional structure as a way of allaying the fears of minorities. (LHR, n.cl.: 164-202). It is 

important to note that the commission underscored the connection between creation of smaller 

subnational nits and federal balance. It saw the existence of big regions as a s
1
urer way of 
1 

1 

balancing power between the ethno-regional groups (Yaqub, 1996: 196). The 1963 creation of 

the Midwest Region for soufuern minorities buttresses this daim. This exercise ~as large!y a 
' 

product of political rivalry between regional politicians. The creation of this nevJ subnational 

unit was a political strategy for downsizing regional political opponent (Elaigwu, 2006: 71-4). 

Generally, the i11ilitary's response to the challenge of balancing centrifugai and centripetal 

forces in the Nigerian federation resulted in a centralizing trend. This was caused by a number of 

factors. Elaigwu (2005) iclentified six factors. These were: i) military rule, ii) the civil war, iii) 

the creation of states, and iv) the increase in petro-naria; v) demands for federally desirable 

harmonization; Yi) international trade and globalization. From the political economy perspective, 

we can add the interest of national and international bourgeoisie in the contest for control of 
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centralizec! state power and resources, and increased state intervention as a strategy for 

overcoming development challenges (Asobie, 1998: 19). 

By May 1999, there were many complaints that the Nigerian Federation had become 

excessively centralized. This dissatisfaction was expressed in different ways. First, on the 

vertical plane, subnational governments contest the excessive powers of the federal! government 

1 

and most especially usurpation of their powers and unconstitutional fiscal deductions. Secondly, 
1 

1 

' 
on the horizontal, both subnational governments and groups expressed their reservations on their 

federal association with others. The governors of the South-South zone with oil resources, for 

instance, agitated for more statutory allocation to their states based on the derivation principle 

while the governors of non-oil bearing states contested the enactment of the onshore/offshore bill 

in the court of law. By and large, intergovernmental relations was characterizecl by mutual 

suspicion and confrontations. 

Beyond the relationship across the governmental structure, dissatisfaction with the 

centralized federal system found expression in the resurgence of aggressive s,ubnatiolism. 

Severa! non-formai socio-cultural and ethno-regional groups were established for tqe protection 

' ' 
and promotion of group interests. Popular among them were the Arewa Consultative Forum, 

1 

Afeni fere, 0 han' eze, Middle. Belt Elders Forum, South-South Peoples Congress, etc. Ethno

regional militias such as Odu;à Peoples' Congress, Arewqa Peoples' Congress, lgbo Peoples 

Congress, Movement for the Emancipation of the Sovereign State of Biafra (MOSSOB), Niger 

Delta Volunteer Force, Movement of rht Emancipation of the Niger Delta (MEND) and fjaw 

Youth Congress were also established. Thus subnational groups expressed their dissatisfaction 

violently (Elaigwu, 2005: 132-72 and Osaghae, 2005: vii) . 
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3.2 CHANGES IN NIGERIA'S ECONOMIC SYSTEM 

Nigeria's economic system is traditionally described as a mixed economy; one in which 

public resources and private capital complement each .other or one supplements the other. The 

structure of this system is developed on colonial superstructure (Ocholi, 2003: 3). The colonial 

integration of traditional economies into world capitalist economy resulted in! a dualistic 

! 

economy. A peasant economy based on traditional modes of production existed ~long side a 

modernizing economic sector characterized by capitalistic industrial production. 

Little effort was made ,by the colonial administration to establish linkages between the 

two segments of the economy. The Development and Welfare Act of 1940 provided the 

framework for a development policy that covered the period between 1940 and 1945. The aim of 

the development policy was to improve the economic position of each dependency in order to 

provide its ovm resources. Development was broadly defined to cover governmental activities 

and provinces were mandated to submit their proposals for development. Consequently, a 

planning bureaucracy emerged: a Colonial Advisory Committee, Provincial Development 

1 

Committee and Divisional Development Committee were set. i 
1 

The Ten-Year Plan of Development introduced in 1946 under the colonial ~evelopment 

and Welfare Fund made little provision for industrial development. Even in the agricultural 

sector, the plan was restricted to limited export cash crop. Consequently, the economy was 

poorly articulated sectorally, regionally, and in terms of ownership structure. The Nigerian state 

was weak and unable to manipulate growth parameters or change the ideology behincl colonial 

development planning (Falala, 1996: 22-64). Developing linkages between the various sectors of 

the economy, ensuring even development among different parts of the country and transforming 

the ownership structure has since independence remain a challenge to Nigei"ian governments. 
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At independence in 1960, the Nigerian national governrnent, like others 111 Africa, 

became preoccupied with rapid economic growth. But the realities of the inherited weak 

economic structure characterized by poor capital formation, absence of viable industrial sector 

and openness to international trnde compelled governments to marshal development plans. The 

popular belief then was, as Green (1972) puts it, that "without governrnent leadership African 

economic development will not take place" (Mongula, 1994: 89). 

In Nigeria, the national governrnent intr9duced the first Five-Year Develo~ment Plan 
. 1 

(1962-68) in 1962 at the termination of the pre-independent plan of 1956-1960.! This post-
! 

· independence plan came at a time when the governrnent adopted the import :substitution 

instrument. Thus, the plan assured government paiiicipation in economic development through 

production and commercial activities. The plan argued that in addition to provision of 

infrastructure, government needed to provide investable fonds for accelerated economic 

clevelopment since there was low savings and private sector domestic capacity was still very low. 

A contrasting feature of the first development plan was that it was implemented when 

Nigeria had a highly decentralized federal system. Subnational (regional) governments enjoyed 

considerable autonomy. They adopted different development policies and plans. As
1

Ayo (1987: 
1 

7) observed, however, these development plans lacked intemal consistency as "p~ojects were 
1 

proposed mainly on the basis of regional rivalry without 'due recognition . of !the law of 
i 
1 

comparative advantage". Notwithstanding, the implementation of the plan led to the 

establishment of the first oil refinery in Port-Harcomi, hydro-electric dam on the River Niger, 

Paper and Sugar rnills among other inclustrial establishments (Olaniyi, 1998: I 07). In terms of 

improving indigenous participation in the econorny that was dorninatecl by foreigners, there was 

success in distributive trade and produce marketing which resulted in the emergence of few 
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indigenous businessmen. However, the plan did not succeed in reducing the foreigll dominance 
i 

in the areas of large-:-scale commercial and industrial activities (Ezeife, 1981: 165). i 
i 
i 

Following these mixed developments, the Second National Developmerit Plan was 
i 
1 

launched after the civil war for the period between 1970 and 1974. This time around, Nigeria has 

lost its original federal structure as a result of military interventions. States were created as 

subnational units in place of the former 4 large regions. Also the federation was centralized as a 

response to the strong centrifugai forces that caused the civil war. Coming after a civil war, 

therefore, the political objective of the plan-national unity and integration-rnade the plan to be 

focused on the reconstruction of the war ravaged infrastructure. 

Although· this plan was also project-based, it differed from the first plan in that it viewed 

the national economy as an organic unit which determines the success of subnational economies. 
1 

1 

Hence, there was no basis for rivalry or differentiated development policies at the'. subnational 

level (Olaniyi, 1998: 107). To this end, the plan recognized the element of social justice and 

therefore has as one of its objectives balanced development arnong various parts of the country . 

This was to be achieved by setting national minimum economic and social standard for every 

· part of the federation without stagnating the pace of development of other parts (Oguntoyibo, 

Areola and Filani, 1978: 414). 

Another contrasting feature of the Second National Development Plan was the 

indigenization policy. This came at a time when the wind of economic nationalism was blowing 

across Africa. In the case of Nigeria, the military easily decreed the Nigerian Enterprise 
• 1 

Promotion policy in 1972, which was subsequently amended in 1973, 1974 and 1977. With.this 
' . ' 1 

policy, the national government and some p:rivate citizens took inèreased cortrol of the 
! 
i 

economy. This policy was accompanied with a renewed interest of the goverriment in the 

production ol' capital goods, development of dornestic scientific and technology and resource 
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' 
based production. Consequently, the Nigerian national governmeht acquired majori~y shares in 

! 

· key sector of the economy. By the end of 1977, the national government had acquired majority 

shares in 6 oil companies, 14 financial institutions, 41 manufacturing firms and 16 public 

corporations whose activities dfrectly affected the performance of manufacturing establishments 

(Egbon, 1994: 89). 

Unlike in other African countries, the indigenization policy in Nigeria allowed the private 

sector to develop its entrepreneurial capacity by participating in the indigenization process. 

Funds were made available to them through state-owried/controlled and private banks, and other 

specialized financial institu~ions (Ezeife, 1981: 166-170). It is interesting to note also that this 

i 
plan was implemented during Nigeria's first oil boom, when oil replaced agriculture ~s the major 

1 

' 
foreign exchange earner and export. It was therefore oil revenue that ensured the re~lization of 

i • 

the policy objectives of the plan. The government became the prime mover of the etonomy by 

investing growing oil revenues in social, physical and economic infrastructures (Obadan, 1993: 

10). 

With a mixture of successes and challenges in the irnplementation of the Second National 

Development Plan, the Third National Development Plan to cover the period of 1975 to 1980 

was introduced. This plan was not project-based. It had well articulated objectives that were 

largely socio-economic. These were: 

a) 

b) 

c) 

Increase in per capita income 

More even distribution of income 

Reduction in the level of unemployment 

d) Increase in the suppl y of high level manpower 

e) Diversification of the economy 

1) Balanced developmenl 
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g) Incligcnization of econornic activities. 

This plan was implernentecl when the neo-Keynesian type of management of economy 

was glaring. This gave impetus to the military to pursue the move towards greater state control 

of the economy. However, the implementation of the plan was interrupted by wotld economic 

depression which led to reduction in oil-prices. The impact of the depression on an oil dependent 

economy like Nigeria's was significant. This compelled the military regime thattook over from 

the initiator of the plan to review the plan. The plan was refocused to policies1 that had direct 
. ' 

i 
impact on standard of living; agriculture, health, water supply, etc. This c~ange in policy 

direction led to the launching of Operation Feed the Nation, which reduced the deficit iri 

agricultural commodity production as a result of dependence on oil revenue (Olaniyi, ·1998: 

108). 

The Third National Development Plan also had regional development plans basecl on the 

policy objective of balanced development. The plan emphasized that "a situation where some 

paiis of the country are experiencing rapid economic growth while others are lagging behind" 

was not tolerable. Hence, the plan was "structured to generate growth simult~neously in all 

geographical areas of the country" and this was reflected in the size and distrjbution of both 
1 

1 

federal and state programmes (Oguntoyibo, Areola and Filani, 1978: 408). ]This plan also 

concluded that the states provided the most inappropriate basis for regional planning and 

development, which implied central control/planning of the economy. 

The Fourth National Development Plan of 1983-85 was the first to be designed by a 

democrntically elected government. The plan was introduced when there was decline in oil 

revenues and disequilibrium in the balance of payment, among other implications of world 

economic crisis. With these problems, the plan emphasized key sectors such as agriculture, 

educalion, nrnnpower and infrastruclural development. The persistence of the'. impact of lhe 

CODESRIA
 - L

IB
RARY



tl 
.:1: 

1 

·~ 
:.1 
• 1 
:i,1 

.J 
J 
:, 1 

J 
• 

• 

J ... 
~-

41 

.• 

world economic crisis made the government to enact the Stabilization Act in 1982 as 
1
an austerity 

' 1 

measure. The military regime that took over power from the civilian administration in late 1983 
1 

· also continued with austerity arid stabilization measures. 

The failure of the austerity and stabilization measures to revive the economy led to a 

paradigm shift in economic ·development policy. In 1985, the military administration of 

Babangida proclaimed a state of economic emergency in order to avoid economic collapse. What 

followed the proclamation was the introduction of Structural Acljustment Programme (SAP) in 

1986. SAP was controversially opinecl as a "revolutionary approach" to the economic problems 

that defied state centric solutions (Obandan, 1993: 13-9). Thus SAP, initially designed for the 

periocl of 1986 to 1988, was specifically aimed at reducing government's direct participation 'in 

prodcutive economic activities and the liberalization of trade. Agricultural marketing boards 
1 

1 were, for instance, eliminated and price restrictions scrapped. 1 

The clriving force for SAP was the need to open the economy for capital flow and allow 

market forces to take control. Measures taken to achieve this objective included rationalization 

and privatization of state-owned enterprises (SOE). Later in 1989 a New Industrial Policy was 

declared for Nigeria. This policy had 5 packages: fiscal measures on taxation and interest rates, 

effective protection through import tariff, export promotion of locally made goods, foreign 

currency facility for international tracte, and developrnent banking. lmplementation of this policy 

led to the establishment of National Reconstruction Fund (NERFUND), Small Scale Industries 

Corporation and the Small Scale Industries Credit Scheme (Egbon, 1994: 85). The Nigeria 

Export Promotion Council, Nigerian Investment Promotion Commission, Nigehan Export 
: 

i 

Processing Zone Authority and Industrial Development Centres were established with offices in 

different parts of the country to facilitate the actualization of the policy objectives. In 

anticipation or the social consequences or the implcmentation of SAP the national governmcnt 
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/ 

also introduced "complementary Programmes/Institutions" such as Peoples Bank: of Nigeria 
1 

(PBN)- (financed wholly by the federal government), Community banks to furt~1er provide 

financial resources for rural and low incarne citizens, national Directorate of Employment, Mass 

Transit Scheme, Directorate for Food and rural Infrastructure, and Better Life Programme 

(Obandan, 1993: 25-34). 

SAP was developed based on the rninimalist approach to development: one in which the 

level of state regulation and intervention is reduced to an absolutely necessary minimum. Unlike 

the pre-SAP development policies, the private sector was to serve as the engine of growth 

thereby marking a paradigm shift from the "state to the market as the principal allocator of 

resources" for economic development (Nzongola-Ntalaja, 2000: 11). Though SAP had no 
! 

specific plan for narrowing disparities in development among the geo-political iregions the 

spreading of offices of development financing and industrial/export promotion institutions in all 

parts of the federation was a step in that direction. This gave rise to, for instance, the 

establishment of expo1i processing zones in Cross River and Kano States by the federal 

government, and the establishment of Peoples Bank branches in all the local governrnent of the 

federation. 

Although there was resurgence of agricultural and manufacturing production following 

the restructuring of domestic production and liberalization of incentive regimes, SAP "failed to 

address Nigeria's long tenn development objectives and the fondamental structural; bottlenecks 

of its economy". To overcome the challenges that implementation of SAP posed, !the African 
i 

Alternative Framework to Structural Adjustment Programme (AAF-SAP) was dev~Joped. This 

alternative development strategy was aimed at socio-economic recovery and transformation of 

African economy by strengthening and diversifying Africa's production and the productivity of 

invcstmenl (Tamori and Tamori, 2004: 32-7). The A/\F-SAP ucknowledgccl political foctor as un 
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"operative force", which acts on the general pattern and rate of development. It did no{, however, 

provide policy direction for geo-politically based regional disparities. It followed the 1neo-liberal 

trend of development policy, which limits differences in distribution of income between rural 

and urban areas. 

The A bac ha regime that came after the Interim National Government led by Chief Ernest 

Shonekan, used a 3-tier rolling plan system. After adopting the 3-year rolling plan (1990-92), the 

federal government through the National Planning Commission embarked on long term planning 

that was to cover a period of twenty years. But the development of this plan was overtaken by 

the desire of the government to prepare the Vision 2010 document. Consequently, budgets and 

rolling plans became subsets of Vision 2010, which went beyond the economic realm tb cover al! 
1 

facets of national life (Okojie, 2002: 367). The policy thrust of the rolling plans, as in the case of 

the National Rolling Plan of 1997/99, was to sustain macroeconomic stability, address problems 

of inflation and ailing SOEs, any others. Sorne of the strategies adopted included 

commercialization and privatiza:tion of SOEs, fiscal transparency and intergovernmental fiscal 

policy coordination. An important feature of the federal government intervention was the setting 

of Petroleum Trust Fund (PTF), an extra-budgetary fond sourced from the increment in purnp 

prices of petroleum products. The PTF was used as an intervention in various sectors and at 

different levels. 

The return to civilian rule in 1999 was accompanied with a renewed vigour for economic 
. 1 

reforms. After early years of policy conundrum, the federal governm~nt introbuced its 
! 

development plan called the National Economie Empowerment and Development Strategy 
. 1 

(NEEDS) in 2004. NEEDS identified three major obstacles that prevented économie p1·ogress in 

Nigeria. These were unequal chances of prosperity for all citizens, government contrai of major 

national im:o,m; sourœs, und hostile environment for privute sector growth and devdoi:>111e11l. Tu 
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overcome these challenges, NEEDS took an ambitious approach with policy goals that include 

1 

value reorientation and elimination of corruption. To achieve these goa'ls, certain 
i 

macroeconomic, fiscal and regional integration policies as well as a social charter that seeks to 

reduce poverty by creating wealth and generating employment were outlined. 

As an economic development policy NEEDS is growth-oriented. NEEDS seek to 

diversify the econorny from oil and minera] resources and "systematically reduce the role of 

government in the direct production of goods, and strengthen its facilitating and regulatory 

fonctions" (NPC, 2004: i-17). To achieve these policy objectives, NEEDS focuses on the 

following strategies, among others: i) privatization, deregulation and liberalization o{ key sectors 

of the Nigerian economy, ii) coordination of national development with particular emphasis on 

the agricultural and service sectors; iii) financing real sector of the economy; and iv)
1 

developing 

1 

! 
target programmes for pr.ivate sector growth. 

To successfully coordinate national development especially as its concerns madroeconomic 

stability, a fiscal policy that is aimed at reforming budget, tax, and public expenditure 

management systems was also outlined. Subnational govemments were, therefore, encouraged to 

develop the subnational components of NEEDS; State Economie Empowerment and 

Development Strategy (SEEDS) and Local Economie Empowerment and Development Strategy 

(LEEDS). 

In essence, NEEDS is tailored towards a market driven and private sector economy that 

' 
' 

promotes the values of free enterprise, competition and comparative advantage. However, 
. 1 

NEEDS attempts to balance market fundamentalism with social responsibility b~ leveraging 

1 

government intervention and regulation as a way of protecting the economically weak and 

i 

vulnerable. It emphasizes the role of state in economic planning and not as strictly determined by 

market mechanisms. ll seeks to achieve the fundamcntal objective of statc policics as enshrincd 
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in the constitution: maximum welfare, planned and balanced development. Thus, while it can be 

· said that the Nigerian state is in the process of transition from a developmental state to, 

borrowing words from Loughlin (2000), a "hollow state" with less government intervention, it in 

principle appears to be a "commutarian state" with emphasis on equality of opportunity and 

social justice through competition (Agranoff, 2003: 67). 

3.3 NIGERIAN FEDERALISM AND BALANCED DEVELOPMENT 

The idea of balanced or even development is almost as old as Nigerian federalion. In the· 
1 

1 

First Republic, when the federation was highly decentralized and there was cdnsiderable 

competition among subnational units, emphasis was on national development. The sharp 

differences that existed in the, pre-independence regional development p}ans were · reduced. 

Regional governments were made to recognize and accept common objectives and economic 

targets as a way of achieving national dcvelopment (Olaniyi, 1998: 106 and Aka, 2000: 21 ). 

Over the years, however, the idea of balanced development has become analogous with national 

development. It has become a fondamental objective of state policy, which as enshrined in the 

1999 Constitution; is to "hamess resources of the nation [in order to] promo te national 

prosperity". All state policies are to be directed towards ensuring "the promotion of
1
a planned 

1 

and balanced econotnic development". Such an economy is expected to secure !maximum 

1 . 

welfare of al! citizens on the basis of social justice and equality of status and opportuùity (FRN, 

1999: 11). 

The elevation of the idéa of balanced development to a pivotai position 111 national 

development can be tied to long military rule. This was made possible by the centralization of 

political power and resources. The development ideology that was helcl high then also 

cncouragc<l the national governmenl lo a<lopl œnlral planning and state parlicipalion in 
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1 

economic activities. Importantly, the revenue that acciued to the federation follo{ing the oil 

boom made it possible to finance national development plans (Olufemi, 2005: 72). Thus, with 

firm control of power and resources, the military took political decisions that were aimed at 

achieving balanced economic development. The federally relevant measures taken are discussed 

below. 

3.3.1 Restructuring of the Federation 

From the· first exercise in 1967 to the last m 1996, the aim of achieving balanced 

development was used to justify creation of new subnational units. The first exercise under the 

Gowon administration was necessitated by political exigencies and it was carried oqt just before 

the start of the civil war. One of the political objectives was, as Gowon puts it, "to correct the 

_ imbalances in the administrative structure of the country" and to "minimize future political 

friction and ensure a stable federation" (Elaigwu, 2006: 111). 

Beyond this political objective, however, there was also the econom1c objective of 

creating an organic economic system that will integrate various development efforts of 

subnational governments. It argued that the subnational level was an inappropriate level of 

development planning. Therefore, it viewed the flow of federal revenue to subnational 

governments as a · catalyst for national development vis-à-vis even development among the 

subnational units (Adejuyingbe, 1986: 214). In a similar way, the Mmiala/Obasanjo 
i 

administration saw creation · of new subnational units as necessary for even dev!elopment. It 
1 

increased the number of subnational units from 12 to 19 in 1976. By crea!ing more subnational 

units, the government believed that there would be greater opportunity for economic 

development in all parts of the federation since the spread of resource for development would be 

wider (Adejuyingbe, 1979: 197-205 ). 
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The military regime under Babangida created subnational units in 1987 and 1991. The 

1991 exercise increased the number of states from 21 to 30. The creation·of 9 new states was 

justified on the basis of 3 "mutually reinforcing principles". These were the need for social 

justice, even development, and a balanced and stable federation. Sorne of the criteria used in 
1 

i 
creating the new states were the need to achieve relative balance among state in po~ulation and 

1 

· resource distribution, and also to avoid sectional domination inherent in the existing power 

structure arid resources allocation system (Suberu, 1994: 68-9). 

The last exercise under Abacha was believed to be a response to two economic and 

socio-political factors: i) the "need for even spread of develupment and in order for development 

to reach the grnssroots" and ii) "the need to rneet the demanJ and aspiration of the various ethnie 

and sub-etlmic communities in Nigeria for local autonomy and self-actualization in the spheres 

of cultural, economic and social life" (FRN, 1995: 187). 

3.3.2 Resource Alloc~tion 

To achieve balanced development in a federation, a fiscal arrangen'lent must be devised 

' ' 
for the distribution of resources vertically (between different levels of government) and 

horizontally (among governments of the same level). Different princîples or criteria are used in 

working out this fiscal arrangement. In Nigeria, the history of resource distribution shows the use 

of more than ten different principles. Table 1 gives a summary of principles used in working out 

formula for distribution ofresources since independence. 

Elaigwu (2006: 24 7-8) identified four broad principles used in the formulation of fiscal 

allocation formtila in Nigeria. These are: i) derivation, "which emphasizes that federally 

collected revenue or resources from land or water of states (subnational units) should be returned 

to them wholly or substantially''; ii) neeJ, which "emphasizes the need to mecll expenditurc 
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demands of subnational units in order to carryout desirable services"; iii) "equality or logic of 
• 1 

federalism" , which presupposes that all subnational units are equal and as such they should 
• 1 

receive equal fedèrally collected revenue and they shoµld as well have independeni sources of 

taxes and revenues; and iv) national interest, which emphasizes the need to raise the living 

standard of those people in poorer subnational units above minimum national standard. 

Elaigwu (2006:283) goes further to argue that in the desire for h§.lanced development 

military administrations have de-emphasized the role of derivation in resource allocation. 

Beyond this predisposition of the military, Onimode (1996: 170) observed that in the debate on 

revenue allocation in Nigeria there is general agreement on balancing the need for "equity" with 

that of "efficiency" for sustained economic development and elimination of poverty. He also 

ohserved that there is gèï1eral agreement that "revenue allocation should be used to redress 

regional imbalances in development". 
1 
1 

3.3.3 Fedcral Character 

(J Federal politics in Nigeria has always highlighted the need to promote national unity and 

-· 

1 
··-

-

political stability among the various groups in the federation. B esides, the existence of disparities 

among the various groups in terms of eclucational level narrovvs winclows of opportunity openecl 

for the more backward groups to participate in both public and private sectors. In an attempt to 

narrow the gap between subnational units in terms of political paiiicipation and in government 

bureaucracies, the federal government adopted the principle of federal character. At the federal 

i 

level, the 1999 Constitution mandates the federal government to reflect Nigeria's federal 
1 

1 

character by ensuring that persans from few subnational units or ethnie group do nôt dominate 
1 
1 

government agencies. A specific agency, the Federal Character Commission, was established to 

promotc, monilor u11cl cnforcL: the application of principlc of proportional slrnring of ail 

bureaucratie, economic, media, and political posts among the various subnational units. (Ayua 
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and Dakas. 2005: 251-2). Other deliberate policies employed as an affirmative action 111, for 

instance, the educational sector, are the use of quota system, educationally disadvantage status of 

subnational units and catchment areas in admission into federal tertiary institutions. 

Table 1: Horizontal Fiscal Allocation Principles (1958-2004) 

Year Fiscal Commission/Committee Principle/factor ', 

1958 Raisman Need 
i Derivation 

1964 Binns Derivation 
1 Financial Comparability 

Need 1 

Even Development 
Tax Effort 

., 

1967 Decree No. 15· Equality (in the North) 
Population 

1968 Dina Basic Needs 
Minimum National Standards 
Balanced development 
Derivation --

1970 Decree No. 13 Population 
Equality of States 

1977 Aboyade Equality of Access to Development 
Nat. Minimum Standard for National lntegration 
Absorptive capacity 
Independent Revenue and Tax Effort 
Fiscal Efficiency 1 

1979 Okigbo Minimum Responsibility Of Government 1 

Population 

1 
Social Development Factor 
InternalRevenue Effort 

1989 National Revenue Mobilization Equality of States 
' 

Allocation and Fiscal Commission Population 
,. Social Development 

Internai Revenue Effort 
Land Mass 
Terrain 

2004 Revenue Mobilization and Fiscal Equality of States 
Allocation Commission (RMFAC) Population 
recommendation Population Density 

Interna] Revenue Effort 
Landmass 
Terrain 
Rural Road/lnland Waterways 
Portable Water 
Education 
Health 

Source: Elaigwu (2006: 304). 
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3.3.4 Federal Presence 

Preserving a federation requires the p1 >vision of eq ual opportunity for development for 

all subnational units in the federation. In Ni,";eria, there is a common agreement that. 'federal 

presence should be used to correct existing imbalances or maintain exiting balances (Onimode, 

1996: 170). The expression "federal presence" has been used to explain the distribution/location 

of federal government offices and projects/programmes, and it can be extended to coyer location 

of enterprises or economic àctivities generating establishments in different parts of the 

federation. The essence of federal presence is to give a sense of belonging to ;the various 

subnational groups in the federation and also promote balanced development among ·subnational 

units. Such considerations led to the citing of iron and steel mills in Katsina, where there was 

significantly no forward linkage industries; the citing of Kaduna refinery; the distribution of 

eleven River Basin Authorities across the length of the Niger, Benue and Chad hydrological 

systems; industrial development centres in the former 21 states; among others. The distribution 

of these economic activity generating establishments was achieved with ease previously because 

of considerable govemment involvement in productive economic activities using: the central 

planning instrument. 

3.3.5 Regional Development Programmes 

The federal government has responded to peculiar development needs of ~egions. The 

military administration of Gowon responded to the challenges of post-war economic 

developrnent by initiating special prograrnmes/projects. This led to the adoption of 3 R 

(Reconciliation, Reconstruction and Rehabilitation) as a guiding principle, the establishment of 

National Rehabilitation Commission und the proposed National Reconstruction Dcvclopmcnt 
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Plan of 1970-74. All these special interventions were focused on the erstwhile seceding Biafran 

region. Although the proposed regional-based plan was not actualized, the Second National 

Development Plan reflected federal government's special attention to the war ravaged Biafra 

(Elaigwu, 1985: 140-152). 

The Niger Delta region 1s another reg10n that has increas1ngly attracted federal 

govemments' special attention. At independence, the Niger Delta Development Basin Authority 

(NDDBA) was set up. In 1981 the Revenue Act was enacted by the civilian administration to 

provide a special fond for oil producing areas. Later in 1985, the military govermnent under 

Babangida responded to the spécial demands of the oil rich Niger Delta region by increasing 

revenue to oil producing states and the establishment of the Oil Mineral Producing Areas 
., 

Commission (OMPADEC). (IHRHL, 2000: 17). In 2000, the govemment of President Obasanjo 

transformed OMP ADEC into Niger Delta Development Commission (NDDC). NNDC is about 

regional developrnent and its mandate is to facilitate the rapid, even and sustainable developrnent 

of the Niger Delta. The states covered by the commission's activities are Abia, Akwa-Ibom, 

Bayelsa, Cross "River, Delta, Edo, Imo, Ondo and Rivers This commission, like its precursor, is 

tasked with the responsibility of managing the pool of resources accruing to the states in the area 

for development purpose (www.nddconline.org ). 
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CHAPTER FOUR 

. . . 

DIMENSIONS OF REGIONAL DISP ARITIES IN NIGERIA 

4.1 STRUCTURAL IMBALANCES 
' 

The Nigerian state was founded on a colonially demarcated territory. The aiJalgamation 

. of the formerly separately colonized te1Titories to form the Nigerian compact in 1914 gave rise to 

two constituent units with different geographical sizes. The Northern Protectorate was twice as 

large as the Southern Protectorate. The disparity in geographical size of the two original 

constituent uni ts created an imbalance in the Nigerian poli ty. By the time the Southern 

Protectorate \Vas fragmented into three regions i1. 1963 this imbalance was more 

disproportionately glaring. The Northern Region covere J 77.0% of Nigeria's lanclmass. The 

Eastern Region covered 8.3%, the Western Region 8.5'Y .. and the Mid-Western Region 4.2%. 

While Nigeria's compact area remains the same except foi the recent border adjustment between 

Nigeria and Cameroon, the geographical size of constituen ts units has significantly changed with 
1 . 

the creation of smaller units. · 1 

1 

1 

The sheer size of the North and the subnation tl units that constitute it :gives it an 

advantage in distribution of resources and even in the :reation of new subnational units. To 

balance the effect of imbalance in geographical size, esp ;cially in the distribution of resources, 

population density is also considered in addition to land1 1ass. This gives spbnational units with 

high ratio of population to geographical size an advanta!} ·. Also related to the geographical size 

is the inclusion of terrain as a factor in the distributio 1 of resources. Since the landmass of 

Nigeria traverses. vegetation, geological and topographic2 zones, particular weight is assigned to 

terrain in the distribution ofresources. Those areas with c 1fficult terrain will consequently attract 
1 

additional consideration to enable them narrow the gap i11 the cost of provision of public goods 
. ! 

1 

and services. 
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Apart from differences in geographical size, the J1opulation of consfituent regions in'the 

Nigerian federntion is highly uneven. Unlike geographical size of federation, the population of 

Nigeria and those of the constituent units changed qt: ite considerably over the years. The 

northern region accounted for 55.37% ofNigeria's popu![1 ion in 1953 while the southern regions 

accounted for 44.63%. By 1963 the northern region accot.nted for 53.5% of the total population 

of Nigeria, the eastern region 22.3%, the western region l8.4% and the Midwestem 4.6%. The 

population of the northern rL:gion of Nigeria was more chan the total population of the three 

southern regions: This numerical superiority is still manifrst in Nigeria when viewed .via the lens 

of the n01ih-south dichotomy. Table 2 shows changes in r1opulation of Nigeria baseq on the two 
i 

original regions .while Tables 3 and 4 show the population of sampled states and geopolitical 
1 

' 

· zones in the 2006 census. 

. 

Population is a salient issue in Nigeria's feden l politics. It determines the share of 

subnational units in the Federation Account (FA) and mm ber of federal constituencies in a 

particular subnational unit. It is also factored in in the c ·~ation of additional subnational units. 

Cènsuses have always been contested and even cancel ·d in the past because of the weight 

assigned tb it in the distribution or resources and politica1 representation. The 2006 census was 

a1so trailed with controversies. In fact the controversies started before the census exercise. The 

intention to use the National Identity Card for elections was interpreted differently. While 

southern politicians saw it as an instrument for checking the perceived manipulati9n of census 

figures in the N01ih, their opponent in the North saw it as a way of facing out a sizeable rural 
1 

population of the North. Northern politicians objected the use of National Identity Card for 

elections while the southern politicians insisted on the use of it. This led to threat of boycotts of .. 
the 2003 elections by some subnational groups if the National Identity Card was not used for 

elections (\/:111guard, l l Octuber 2000). 
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Table 2 Trend in population of the Northern a1 l Southern part of ~_ïgeria 

1952/53 1963 1991 2006 
Pop. % Pop. % Pop. 

'Region' 

O/o Pop. :% 
1 

1 

North 16.835 55.37 29.809 53.55 47.369 53.32 74.025 i53.59 
South 13.570 44.63 25.196 45.25 41.623 46.77. 64.978 '46.41 
Source: This Day, February 12, 2007, p. 82 

Table 3: Population-and Annual Exponential Growt. Rate ofSampled States (2006) 

·S/No State Population Ann ual Exponential 
Growth Rate 

1 Adamawa 3,168,101 2.9 
2 Ebonyi 2,173,501 2.8 

·-
3 Kano 9,383,682 3.3 
4 Lagos 9,013,534 3.2 
5 Plateau 3,178,712 2.7 
6 Rivers· 5,185,400 3.4 
7 FCT I ,405,201 9.3 

Nigeria 140,003,542 3.2 
Source: National Population Commission 

a e : opu a 1011 o T bl 4 2006 P I f fG l' . I Z eopo 1tica ones : 

S/No Geopolitical Zone Population · Percentage of Total Population 
1 North Central 18,861,056 13.4 
2 North East 18,971,965 13.5 
3 North West 35,786,944 25.5 
4 South East 16,381,729 11.7 
5 South South 21,014,655 15.4 
6 South West 27,581,993 19.7 ---
7 FCT 1,405,201 1.0 
Source: National Population Commission 

When the time for the census carne, the decision b· · the federal government not to include 

religious and ethnie backgrounds of ci tizens sparked off , mother round of suspicion. This again 

led to threat of boycott by some ethnie and religious grouJJS. Finally when the provisional results 

of the census were announced in 2006, there were allegations of manipulation of figures. Groups 

in the southeast contested the figures saying that it gave a wrong picture of the demographic 
. ! 

situation of the .region while Lagos state threatened to discard the figures. Lagos itate made a 
• 1 

1 

case for the use of the census figures it conducted simultaneously with that of the National 
1 

Population Commission. 
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From the above, it can be seen that the structural , 11balance in the Nigerian federation is 

founded on disparities in geographical size and populatiüi . The manifestation of this features in 

the original federal structure (1960-66) bred suspicion of political domination by the North. This 

suspicion led to the restructuring of the federation as a wa/ of balaricing inherent ethno-regional 
i 

imbalances as manifest in the federal structure. Attempt b I the military to balance tl~e structural 

imbalance led to fragmentation of the large constituent w ts into smaller ones and the number of 

:fragmented units (in the former regions) was made the ame in 1967. Six states were created 

from the formn northern region and the same numbl was created from the three former 

southern regions. A balance in numerical tenns · ;ts achieved. 1-Iowever, subsequent 

fragmentation of constituent units tilted the balance estal shed in 1967. The nurnber of states in 

the former northern region becarne more than that o ;outhern Nigeria. Table 5 shows the 

structural imbalance in the Nigerian federation based 01 lhe number of constituent units in the 

two original constituent units. 

1 

The structural imbalances inherent in the pos1 -1967 restructuring of tl)e Nigerian 
! 
1 

federation as reflected in the number of subnational unitE is a hotly debated issue. While some 

subnational groups particularly in the southeastern zone r,re agitating for additional subnationai 

units as a way of balancing _structural imbalances, 01 ners especially in the southwest are 

advocating the return to the original regional structure 01 adoption of the zonal structure in the 

constitution. Such agitations either underscore populati, 1 and geographical size as factors that 

determine the structure of the federation or contest th. .uthenticity of the figures used for the 

purpose of restructuring of the federation. 

Another dimension of structural imbalance high. ;hted in Nigeria's federal politic is that 

of representation of subnational groups at federal the vel. This could be in terms of federal 

i 

appointments, elective federal legislative offices or iu 1e federal bureaucracy. All these three 
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aspects of representation are directly or indirectly determined by the federal structure. Political 

appointments for 111inisterial positions, heads and members of boards of extra-ministerial 

agencies, diplomatie positions as well as special aides and assistants to the federal exeçutive are 
. ' . i 

done on the basis of equality of states. The implication of this is that the number ~f federal 
1 
1 

. 1 

appointees varies from one region to another. The North with 19 states will automatically have 

more appointees than the South with 17 states. 

Table 5: Number of Subnational Units in Northern and Southern Nigeria 

Date Number of Subnational units Total 
Northern Nigeria Southern Nigeria 

1914 1 protectorate 1 protectorate 2 --
1946 I region 2 regions 3 regions 

12 provinces 1 1 provinces 23 provinces 
39 divisions 44 divisions 83 divisions 

1963 l region 3 regions 4 regions 
14 provinces 21 provinces 35 provinces 
41 divïsions 55 divisions 96 divisions 

1967 6 states 6 states 12 states : 

41 divisions 55 divisions 96 divisions i 
1976 10 states 9 states 19 states 1 

1 

l 52 local governments 148 local governments 300 local 1 

1 governments J 

1987 11 states 10 states 21 states i 

240 local govemments 208 local govemments 448 local 
governments ! 

1991 16 stales 14 states 30 states 
320 local governments 273 local governments 595 local 

governments 
1996 19 states 17 states 36 states 

413 local governments 355 local governments 769 local 
governments 

Source: Wantchenkon, L and Adadurian, T. (2002: Appendix) 

Similarly, the number of seats in the senate is determinecl on the basis of equality of 

states. When the number of seats in a zone is considered, however, zones with more number of 

states will have more number of senatorial seats. The Northwest zone, for instance, has 21 

senators while the Southeast has 15, and the North has 57 while the South has 51. Table,s 6 and 7 

1 

show the number of federal constituencies and senatori~l districts in sampled states and the 

gcopolitical zones. 
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Representation in the House of Representatives is based on the population of states. 

Federal constituencies are delineated based on population of states. The number of members in 

the house, therefore, varies significantly from one state to another or from one zone to another. 

While Lagos and Kano states have 24 members each, Ebonyi and Plateau have 6 and 8 

respectively. This therefore means that the northem part with its population size and number of 

1 

subnational units would have more representation in the foderal legislature. AlthougH the criteria 
. ' 

adopted in the delineation of federal constituencies and ;enatorial districts are universal, there 

are fears in the Nigerian case that this imbalance can lead 10 permanent dominance in legislative 

decisions. 

Table 6: Numbcr of Local Govcrnments and Fcdc1 al Constitucncics in Samplcd States 

S/No State Local Govcrnment Federal Constituencies 
1 Adamawa 21 8 
2 Ebonyi 13 6 
3 Kano 44 24 
4 Lagos 20 24 

··-
5 Plateau 17 8 
6 Rivers 23 13 
7 FCT, Abuja 6 2 1 

Total 774 360 i 

' 
Table 7: Population, Num.ber of Political Units and Ferlerai Constituencies ac~ording to lzones 

Zones Population* States Local Governments Federal Senatorial 
Constituencies Districts 

North-East 18,971,965 6 112 48 18 
North Central 18,861,056 6 115 49 18 
North West 35,786,944 7 186 92 21 ---
South East 16,381,729 5 95 43 15 -
South-South 21,014,655 6 123 55 18 

-
South West 27,581,993 6 137 71 18 --
FCT l ,405,20 l l 6 2 1 
TOTAL 140,003,542 37 774 360 109 

Source: *National; Population Commission 
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The pattern of representation in federal bureaucracy and agencies does not follow the 

pattern of representation in the federal elective and appointive positions. The pattern shows those 

states or regions with more specialized and trained manpower dominating positions in federal 

bureaucracy and agencies. In this case the northem states and zones are tess represented than 

those in the south. This has been the case since pre-independence period. Table 8 shows the 

trend in the distribution of manpower in Core federal civil ser~ice between 2001 and 2005. The 
1 

1 

pattern of distribution can be explained, in part, by the differential levels of Western education 
. ' 

among the regions. Addressing this uneven representation led to the constitutional provision for 

the federal character principle. and the establishment of the Federal Character Commission to 

monitor and enforce the application of the principle. 

4.2 FISCAL IMBALANCES 

Throughout the length of the period of study, international price of crude oil remained 

relatively high. In an economy that is largely dependent on re, ,~nue from the sale qf crude oil, 

this windfall meant increase in resources available to governments in ·the fede~·ation. The 

1 

implication of this was a considerable increase in the revenue accruing into thej Federation 
1 
1 

· Account (FA) since minerai resources are federally controlled. Table 9 shows the fis'cal trend of 

federal aùd subnational governments between 1999 and 200 S.The total federally generated 

revenue increased·from W972 billion in 1999 to W5,482 billion i:1 2005. Also the total amount of 

subantional government IGR increased from W39 billion in l 9t,9 to Wl 90 billion in 2005. The 

increasing trend was reflected in the expenditure pattern o. both federal and subnational 

governments. The expenditure of the federal govemment without amortization increased from 

W262 billion in 1999 to W2,372 billion in 2005, while that of subnational (state and local) 

guvernmenls inerease<l frum W228 billion in 1999 to Wl,962 billion in 2005. 
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Table 8: Consolidated Manpower Statistics (GL 01-17) in Core Federal Civil Service: 
amongst Sam pied States and FCT (2001-2005) ! 

S/No States 2001 2002 2003 2004 2005 1 

1 

2 Adamawa 2.4% 2.2% 2.2% 2.3% 2.2% ' 
1 
1 

11 Ebonyi 0.6% 0.6% 0.8% 0.8% 0.7% 
1 

19 Kano 2.1% 2.0% 2.1% 2.0% 1.9% 1 

24 Lagos 3.4% 3.4% 3.1% 3.0% 3.0% 
31 Plateau 2.8% 2.8% 2.8% 2.7% 2.6% 
32 Rivers 2.0o/o 2.0% 2.1% 2.1% 2.1% 

37 FCT, Abuja 0.5% 0.6% 0.8% 0.7% 0.9% 

Total number 133,992 129,502 220,263 213,368 145,195 

Source: Federal Character Commission 

Apart frorn the increasing tre11d in government revenuL· the period under review was 

marked with fiscal decentralization. This was as a result of stricter adherence to constitutional 

provisions for distribution of resources, the proper utilization of the Special Fund previously 

monopolized by the federal government and the implementation of the derivation principle in the 
1 

1 

distribution of revenues· among subnational units. With these developments, the amount 
1 

1 

allocated to the subnational govemments increased steadily at the expense of that of the federal 

government. Table 10 shows the decentralizing trend in revenue allocation between 1999 and 

2005. 

Table 9: Fiscal Trend of Ferlerai and Subnational Governments (1999-2005) 

· 1999 2000 2001 2002 2003 2004 2005 --
Gross total !eden1lly 972 1946 2178 1964 2656 3973 5452 
collected revenue 
Subnational !GR 39 45 69 · 100 139 153 ,. 190 
Expenditure of 762 1136 1618 1442 1585 1707 2312 
federal government 
w/o amortization 
Subnational 228 505 708 895 1190 1523 1962 
expenditure 1 

; 

Source: World Bank (2007: 13). 
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Table 10: Actual Revenue that Accrued to Federal and Subuational Governments 

Year 1999 2000 2001 2002 2003 2004 2005 
Government 
Federal 68.7 68.4 49.2 47.6 49.4 46.3 45.9 
State 19.7 19.8 31.6 31.9 31.6 35.3 35.8 
Local 11. 7 l 1.8 19.2 20.5 19.0 18.4 18.3 
Source: World Bank (2007: 14) 

On the horizontal plane, the pattern of resource allocation shows a wide gap among 

subnational governments and zones. This is attributable to the redistributive nature ~f Nigeria' s 
1 

. 1 . 

fiscal federalism and the dependence on almost a single source of revenue. The implementation 
1 
1 

. of the 13% derivation has resulted in significant disparities in the revenue that accrue to 

subnational regions in the federation. The oil bearing states therefore got more resources 

compared to others. Rivers state, for instance, got W:621,996,274,440.22 between 1999 and 2007 

while Kano state with the largest population got W370,93.5,l 72,516.81 and Ebonyi got 

W149,606,220,047.59 in the same period. On the zonal level, th<...: oil rich south-south received 

27.8% of the N9 trillion distributed to subantional governments. 

Fiscal disparities amon~ subnational units in Nigeria are reflected in the politics of 

resource distribution. This owe to the fact that the Nigerian economy is highly dep~ndent on a 

single source of revenue and the central control of revenues thaL accrue from this sburce. This 
1 

has therefore made the agitation of resource bearing subnational units more agg~essive and 
1 

·persistent. The agitation for greater control of resources from oil exploration led to the upward 

review of the percent assigned to the derivation principle in revenue allocation to 13% and the 

enactment of the onshore/offshore law, which expands the area of application of the derivation 

principle. These two issues are hotly debated that the delegation from the Niger Delta threatened 

a walk out during the National Political Reform Conference. This is in addition to the lingering 

violent crises in the region. 
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Table 11: Fèdcration Account Allocation to Sam pied States and FCT 
(June 1999-May 2007) 

S/No State Allocation (W: K) 
1 Adamawa 200,358,588,269.16 
2 Ebonyi l 49,606,220,047.59 
,., . 

Kano 370,935,172,516.81 .) 

4 Lagos 33 J ,928,495,035.61 
5 Plateau 155,194,100,965.61 
6 Rivers 621,996,274,440.22 
7 FCT 193,027,632,752.09 
Source: Federal Ministry of Finance (Vanguard June 18, 2007: p. 1) 

Table 12: Allocation Zones (June 1999-May 2007) 
S/No Zone Allocation (W:K) % of Total 

1 

1 

1 North Central 1,119,923,040,171.15 12.36. i 
2 North East 1,169,647,233,664.93 12.91 1 

3 North West 1,726,644,948,261.06 19.06 
4 South East 918,287,731,810.75 10.13 
5 South South 2,517,989,899,147.64 27.80 1 

6 South West 1,410,918,214,147.53 15.57 
7 Total (including FCT) 9,056,438,699,855.15 
Source: Federal Ministry of Finance (Vanguard June 18, 2007: p. 1) 

The Onshore/Offshore Act was however contested in a court of law by some non-oil 

bearing states, while the whole issue of resource control was interpreted as "anti-North" by a 

former governor. This led to the agitation for resumption of exploration of crude oil in the North 

as a way of scaling up revenue and changing the parasitic and rent-seeking impression of the 

i 
North. Besicles the agitation for control of minera! resources, there was also agitation for greater 

r 1 

control of V AT. The southwest zone also agitated for greater control of V AT since /most of the 
• 1 

VATable economic activities are done in the zone (Vanguard, October 11, 2000: 14).! 

4.2 SOCIO-ECONOMIC DISPARITIES 

The growth and stability of the financial sector are key indicators of macroeconomic 

stability and economic growth in liberalized economies. This sector, particularly the banking 

sub-sector, was therefore given special attention by the federal government under its reform 

policies. This led·to the banking consolidation reforms that raised the minimum operating capital 
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of commercial banks from Wl billion to W25 billion. Consequently, the number of banks reduced 

considerably from 89 to 25. 

The new banks have their branches spread across the country. The number of branches is 

an indirect indicator of economic activities in a particular region. Table 13 shows the distribution 

of banks in $àmpled states. It is important to note that the first six banks (listed ii1 Table 13) are 

the most capitalized banks while the last two are controlled by former regiqnal banks in the new 

merger group. Unity Bank is controlled largely by the former Bank of the North own~d by the 19 

states in the North while Wema Bank owned by states in the south west controls the largest 
1 

. 1 

shares after merging with a snialler bank. 1 

The figures in Table 13 shows the concentration of banking activities 111 more 

industrialized. states with Lagos state having between one-quarters and one-fifth of the total 

number of branches of the banks. The transactions of these banks also follow this trend. Lagos 

state and FCT, for instance, account for 48% and 16.86% of total deposits, and 69.9% and 4.6% 

of the total loans of the banks respectively. More alarmingly, the 3 zones in the north with 19 

states have less than the deposit of the south-south zone. These 3 zones account for only 8.5% of 

the total deposits -in the bank. According to Soludo (2007: 13) the picture is likely to be gloomier 

if government deposits are net out. 

Table 13: Branches of Selected Commercial Banks in Sam pied States 

s/no State Number of E. ranches 

FBNPLC UBA UBN ZB GTB 1TB WB UB 
PLC PLC PLC PLC PLC PLC PLC 

I Adamawa 8 6 8 2 1 1 1 4· 
---

2 Ebonyi 3 3 3 1 1 1 - -
--

3 Kano 8 13 7 2 2 5 1 20 
4 Lagos 70 98 56 58 36 73 43 33 
5 Plateau 9 10 7 1 1 2 1 6 
6 Rivers 13 20 9 5 2 8 2 9 

7 FCT. Abuja 13 15 4 6 3 7 4 21 

Total 355 408 285 127 84 178 132 210 
Source: CBN (working Document) 
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Also, in terms of ownership, the reform policy in the banking sub-sector has its regional 

fallout. As the only. Chief Executive Officer of northern background in the group of 25 new 

banks argued, before the reforms, Nigerians of northern extraction had seventeen banks. These 

banks were not the strongest or most profitable but as he argued they were helpful to northern 

economy. However, the implementation of the reform policy led to the drastic reduction in the 

number of bank~ controlled by northerners from seventeen to one. The few other 'Northern' 

banks that survived by merging with other banks, do not in all the merger groups have up to 20% 

of the holdings in the new banks that emerged. In all, the stake of Nigerians 1of northern 
! 

extraction dropped from 20% before the implementation of the policy to only 4o/~ afterwards. 
' 

The implication of this trend he argued is inability of the people of the N01ih to participate in the 

control of Nigeria's resources because in modern economy credit is needed to control resources 

(www.busineesdayonline.com ). 

In order to reduce the impact of the above regional fallout on the economic developrnent 

of the more backward north suggestions were made for the categorization of banks into more 

than one on the basis of minimum operating capital. This suggestion was reflected in a National 

Assembly bill which outlined the categorization ofbanks into four: i) national clearing bank with 

a minimum capital base of W25 billion; ii) national non-clearing bank with a minimum capital 
1 

base of Nl O billion; iii) regional/specialized bank that will opèrate in a geopolitic~l zone or in 

specialized banking with a minimum capital base of W5 billion; and iv) unit blnk that will 
1 

operate m a local government with a mm1mum capital of W25 million 

(www.busineesdayonline.com ). 

The agitations and suggestions made did not see the limelight. Instead the CBN 

responded witl1 a riew policy for Micro Finance Banks (MFB). With the implementation of this 

policy, it is expected that the former community banks will recapitalize and transform into unit 
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MFBs to operate in a local gove. nment with minimum capital base of W20 million or state MFBs 

to operate within a state witll a minimum capital of Wl billion. A deadline for this 

transformation is.December 2007. 

Thus far the implementation of the new MFB policy îndicates a bias agai~st the more 

economicaUy backward region, the North. Statistics provided by CBN shows that oJt of the over 
. 1 

i 
600 community banks that have their financial reports vet by the apex bank only 7,5 had up to 

W20 million shareholders' fond as at the take off of the new policy in 2005 (CBN, 2005: 6). Also 

out of the existing community banks only 14 new MFBs have taken off le~s than six months to 

the deadline. Out of 14 newly recapitalized MFBs seven are located in Lagos state, two in Cross 

River and one each in Delta, Edo, Rivers, Imo and Akwa Ibom states. No community bank in the 

3 1101ihern zones had successfully recapitalized (CBNwww.cenbank.org: Accessed June 12, 

2007). 

Another indicator of disparities in economic development can be observed in the flow of 
1 

foreign investment. One of the fondamental objectives of the economic reform p9licy of the 

federal government's refor~s is the promotion of foreign investment. The dleregulation, 
• 1 

1 

. privatization and liberalization of major sectors of the economy have opened the e
1

conomy for 

participation of foreign entrepreneurs. However, the flow of investment shows bias against the 

less industrially developed states as can be observed in Table 14. Lagos state accounted for 

63.9% of the total number of investment projects between 2002 and 2005 while the FCT, Kano 

and Rivers states receivecl 3.3%, 8.2% and 9.8% respectively. In ail, Plateau, Ebonyi, Adamawa 

and other 21 states clid not recei ve any investment. 

The pattern of disparities among regions is also reflected in socio-economic terms. 

Although there is general reduction in the level of poverty in country, statistics show the 
! 

• . 1 

incidence of povcrty to be more acute in some regions than in others. The poverty profile of 

. 1 
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states and Z()nes shows an increasing trend in some states and zones and significant reduction in 

others. Table 15 shows the poverty trend between 1980 and 2004. From the figures in Table 15, 

the incidence of poverty has increased from 65.5% in 1996 to 71.73% in 2004 in Adamawa state. 

It also shows remarkable reduction in the case of Rivers state from 44.3% in 1996 to 29.09% in 

2004. The increasing trend is also replete in the case of the Northeast zone with iilcidence of 

poverty increasing from 35.6 in 1980 to 72.2% in 2004. Table 16 shows the trend in poverty 
1 

' 1 

profile of six geopolitical zones from 1980 to 2004. The pattern of poverty is also related to 
' ' 1 

education. This can be seen using admissions in Nigerian universities as shown in T~ble 17. 

Table 14: Pioneer Statùs Granted Between 2002 and 2005 

s/no State No. Of Proj ects Nature of Business/Sector Employment 
Generation 

1 Abia - - -
2 Adamawa - - -
3 Akwa-lbom 2 Agric./Agro Allied 158 

4 Anambra - - -
5 Bauchi - - -
6 Bayelsa - - -
7 Benue 1 Building Materials/Manufacturing 

8 Borno - - -
9 Cross River - - -
10 Delta 2 Agro Allied and Oil & Gas ' 644 1 

11 Ebonyi - - -
12 Edo - - 1 -

1 

13 Ekiti 1 

,. - -
1 

-
14 Enugu 1 Communication/Services 1 202 
15 Gombe - - -
16 Imo - - -
17 Jigawa - - -
18 Kaduna - - -
19 Kano 5 Automobile/Manufacturing; Food and 2849 

Beverages/Manufacturing; 
Textile/Manufacturing; Agric./Agro Allied; 
Household Products/Manu facturing 

20 Katsina - - -

21 Kebbi - - -
22 Kogi 2 Mining/Solid Minerais (2) 880 
23 Kwara - - -
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Table 14: Pioneer Status Granted Bet\1· !en 2002 and 2005 (cont.) 

24 Lagos 39 Building Materials/Manufacturing (7); 
Communicatiori/Services (7); 
Textile/Manufacturing; 
Electronics/Manufacturing; Food and 
Beverages/manufacturing ( 4 ); 
Pharmaceuticals/Manufacturing (2); Iron & 
Steel/Manufacturing (5); Power and 
Infrastructure/Manufacturing (2); Agro Allied 
(2); Oil & Gas (2); Chemicals/Manufacturing 
and Others(6) 

25 Nasarawa - -
26 Niger 1 Food & Beverages/Manufacturing 

27 Ogun 3 Household/Manufacturing; Food & 
Beverages/Manufacturing and Iron 
&Steel/Manufacturing 

28 Ondo 1 Agro Allied 

29 Osun - -
30 Oyo . - -
31 Plateau 2 Mining/Solid Minerais and Agro Allied 
"7 .,_ Rivers 6 Agro Allied (2); Food & 

Beverages/Manufacturing (2); 
Machinery/Manufacturing and 
Construction/Services 

33 Sokoto - -
34 Taraba. - -
35 Yobe - -
36 Zamfara - -
37 FCT, Abuja 2 Iron &Steel/Manufacturing and 

Communication/Services 
Total 61 

Source: NIPC (www.nipc.org: Accessed July 18 2007) 

Table 15: Incidence of Poverty (1996 and 2004) 

S/No State ,. 1996 2004 
Adamawa 65.5 71.73% 
Ebonyi · 51.0 43.33% 
Kano 71.0 61.29% 
Lagos 53.0 63.58% 
Plateau 62.7 60.37% 
Rivers 44.3 29.09% 
FCT 53.0 43.32% 
Nigeria 65.6 54.4 

Source: Poverty Profile 2004 (NBS) 
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S/No Zone 
1 North Central 

2 North East 

3 North West . 

4 South East 

5 South South 

6 South West 

Source: Soludo (2007: 27) 

State 

Adamawa 
Ebonyi 
Kano 
Lagos 

Plateau 
Rivers 
FCT 
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Table 16: Trends in Poverty Level by Zones (1980- 2004) · .. 

1980 1985 1992 1996 2004 
32.2 50.8 46.0 64.7 67.0 

35.6 54.9 54.0 70.1 72.2 

37.7 52.1 36.5 77.2 71. l 

12.9 30.4 41.0 53.5 26.7 i 

1 

13.2 45.7 40.8 58.2 35.l 1 

i 
13.4 38.6 43.1 · 60.9 43.0 

1 

Table 17: Admission into Nigerian Universities by State 

Total Admission into University 
2003 2004 
624 1458 

3377 3516 
139 1307 

2640 4141 
449 853 

7032 4905 
- -

45415 52777 

Source: JAMB (www.jambng.org: Accessed Au~ust 21 2007) 
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CHAPTER FIVE 

RESPONSES OF GOVERNMENTS TO REGIONAL DISPARITIES 

5.1 NON-CONSTITUTIONA.L ADAPTATIONS AND INFORMAL INTERACTIONS 

Federalism is argued to be a property of the constitution. It is the constitution that shapes 

the federal structure, institutions and processes in a given system. The constitution also defines 

the fundamental political and economic objectives of state policies. During the period of study, 

there were no constitutional changes. The system was operatecl with the 1999 Constitution. 

However, a number of non-constitutional adaptations and informal interactions were made in 

response to the political imperative of change in the structural, institutional and processual 
1 

1 

aspects ofNigeria's federal system. i 
1 

The thhiy-six state structure of the Nigerian federation remained rigid. This sthicture is 

manifest with the inherent imbalances in size, population, number of political units and share of 

federally distributable political · and economic resources. As a response to the growing 

dissatisfaction with structural imbalances in the country, a more balanced structural an·angement 

was adopted. The 36 states of the federation were divided into 6 zones: the north-central, 

noriheast, northwest, southeast, south-south and southwest. This zoning system was proposed 

during the 1995 Constitutional Conference but it was not included in the 1999 Constitution. 

However, the system has been adopted by the civilian administration that operated :the 1999 
' 

Constitution. \ 
1 

The adoption of the zoning system has helped in reducing the political · ten1sion that 
. 1 

i 
characterizes Nigeria' s federal politics by equating the number of zones in north and! southern 

part of the country. Though the 36-state structure forms the basis of the zoning system, it has 

provided a more equitable ground for sharing of political power and distribution of resources. 
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For example, to enhance political stability through political participation, the six highest elected 

positions (the President, Vice-President, Senate President, Deputy Serrate President, Speaker of 

the Bouse of Representatives and Deputy Speaker of the Bouse of Representatives) are shared 

among the six zones. This zoning system is also reflected in other organs of government and 

political institutions such as political parties. 

The economic implication of this attempt to balance Nigeria'.s structura~ imbalance 
l 

through political participation can be appreciated if viewed from the political economy 
. ! 

perspective. The Nigerian economy, as it is in most developing countries, is powered with state 
i 

resources. Access to power means access to state resources, which can be personalized. Through 

rent-seeking and political patronage, and even corruption, state resources are accurirnlated in a 

more equitable manner among the elite. Thus the elite and sub.:.elite become broad based thereby 

enhancing elite stability needed to preserve the political system. 

Importantly, also, the zones have provided a platform for articulation and promotion of 

subnational group interest. This has, for instance, given impetus for" the South-South to 

conveniently protect and promote its political and economic interest at the federal level. This 

platform has been used to agitate for resource control by the state governments id the region, 
1 

1 

which resulted in the Offshore/Onshore dichotomy Act that increased the revenue acdniing to the 
. . 1 

states. The zoning system has also provided an avenue for cooperation among gove~nments in a 

paiiicular zone. A good example is the floating of BEDROCK Oil Compani This :company is 

owned by the six Niger Delta states and it was established to among other things pro_vide greater 

economic control of the resources in the area by generating revenue to the states and also 

promoting the participation of indigenes of the area (Vanguard, October 4, 2000: 1-2). 

Similarly, the governors of the 19 northern states formed the Northern Governors' Forum 

(NGF). This forum provided an informal basis for the articulation of collective interest of the 
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states in federal bargain. A good example of this Forum's intervention was on the issue of the 

offshore/onshore bill. The Forum encouraged governors of the non-oil bearing states to contest 

the enactment of the Bill into law in the court of law. Although the 19 governors ~ent to court 
i 

together with two others from south western states, the issue was resolved politi~ally out of 
1 

court. • 

As a response to the establishment of the NGF, the 17 governors of the southern state 

formed the Southern Governors Forum (SGF). At one of the meetings of SGF, the governors 

made it clear that given the immense human and material resources in the states they controlled, 

southern Nigeria can surpass the Asian Tigers' developmental experience. In the same meeting, 

the specific grievances of the southeast, south-south and southwest peoples were expressed as 

marginalization in terms of federal presence, resource control and control of VAT respectively 

(Vanguard, 11 O.ctober 2000: 14 & 28). Other regionally based informa! organizations such as 

the Northern Senators Forum, Southern Senators Forum, Northem Members !Forum and 

Southern Members Forum were established for the promotion and protection of !subnational 
! 

interests. 1 

Apart from . these informal interactive fora of elected government officials, ethno

regional/socio-cultural organization emerged and became relevant in federal politics. Popular 

among the groups were the Arewa Consultative Forum (ACF), Yoruba Eldërs Forum, Afenifere, 

Ohan'eze, Middle Belt Forum, South South Peoples Congress and Northern Union. The minority 

groups were not left behind in the dominated political areana. In fact, an alliance was formed 

between the Niger Delta and Middle Belt which led to the signing of a Memoranda of 

Understanding (MoU). Sorne of the issues included in the MoU are the collective effort of the 

political leaders of the two regions in ensuring the establishment of Solid Minerai Producing 
. 1 
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Areas Cornmission (SOMPADEC) similar to OMPADEC, and the consideration of the two 

geopolitical regions in the privatization of federal SOEs (Vanguard, 18 December 2000: 2). 

All these are responses to some of the constitutional/political issues that need to be 

addressed in the Nigerian federation. They form part of the federal bargain process. Although, 
. 1 

these informal interactions made some constitutional inadequacies more p:ronounced, they have 
. .. ! 

succeeded in providing political solutions to constitutionally rooted disputes. As such they have 

lubricated the wheel ofNigeria's federal system. 

5.2 USE Of FISCAL INSTRll /[ENTS 

There are no constitutional changes in the distribution of powers and responsibilities 

since 1999 despite the global trend of decentralization. This therefore necessitated adjustments 

that will ensure. the achievement of the goals of economic reform policy of the federal 

government. To this end, NEEDS was designed in such a way as to enhance the dec\:mcentration 

of responsibilities from the federal government to the subnational governments and the priva.te 
' 1 

sectors. This is hoped to be achieved by using fiscal 1struments in the coofdination of 

i 
intergovernmental relations. The fiscal instrument employ, ::i thus far is conditional matching 

grant. Under this scheme, state and local governments are t,) be provided with matching grants 

to execute projects or programmes that are of national priori :ies (NPC, 2004: 107). This scheme 

is the first well articulated grants scheme. It is a departu re from the traditional practice of 

discretionary grant under the military and the excessive abuse of this fiscal instrument during the 

Second Republic. A National Council for Conditional Grants was set up to monitor the scheme. 

Following the success in debt negotiation and in I ine with · thé reform of the public 
i 
1 

expenditure management system, the federal government init iated a conditional gra~t scheme. In 

the 2007 budget, W20 billion of the Federal Debt Relief fund was set aside for grantJ to state an<l 
1 
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local governments for projects associated with Mille1mium Deve]opment Goals (MDG). The 

MDGs are internationally set goals but achieving the goals will also address some of the areas of 

disparities among regions. States can b.e given up to N3 billion grant to finance projects that 
1 

' 
include water supply and sanitation, and those that support public private partnership in the 

' 

provision of health, water and education. Thereforé, states that are, for instabce, backward in 
1 

' ' 1 

terms of human capital can maximize the window of opportunity opened fo catch-up. The 

assumption here is that state governments are masters of their problems. They are expected to 

use their SEEDSs vis-à-vis MDG-related projects to close the gap that exist in terms of physical 

and social infrastructure. 

5.3 INCREASED DEVELOPMENT FINANCING 

The federal government through the Central Bank of Nigeria (CBN) has reorganized its 

policies and institutions as part of the economic reform agenda. This was done with a view to 
' ' 1 

. 1 

increasing capital for development vis-à-vis poverty reduction and wealth creation. Disparities in 
\ ' '' 1 

' ' ' 

' 1 

the access to financial resources in this case were viewed from the income axis and not 
' 1 

geographical spread. Also, the new approach to development financing is Ic\.rgely sectoral, 

although there is bias in favour of rural poor. This approach is in Iine with the liberal tradition 

which favours sectoral interventions and frowns at regionally-based interventions that fetter the 

flow of factors of production and goods. Despite this inclination, however, the policy is an 

indirect response to the plight of the backward regions that are largely rural and agro-based. 

Agriculture, being the mainstay of the economy, received substantial development 

funding. In 2000, the federal government merged the Nigerian Agricultural Cooperative Bank 

(NACB) with PBN and Family· Economie Advancement Programme (FEAP) to form Nigerian 
' 1 

' ' 

Agricultural Cooperative and Rural Development Bank (NACRDB). With this de'V
1

elopment, the 
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· fonds rneant for financing agricult'ure were all disbursed through the NACRDB. 

Apart from fonds set aside in NACRDB, agricu ltural activities are financed through other 

commercial banks under the Agriculture Credit Guarai ttee Scheme (ACGS). ACGS is a scheme 

1 

managed by CBN. It provides guarantee cover to bank.; who give loans to the agricultural sector 

of the economy. This encourages the banks to provide nore funding to the farmerl. The Scheme 

has an initial authorized share capital ofN3 billion controlled by the Federal Government (60%) 

and the CBN ( 40% ). The eqonomic reforms of the fed eral government did not affect the public 

financing of development under (ACGS). In fact thè amount guaranteed under the scherne 

increased frorn Nl,184,480.40 in 2003 to N4,263,080.30 in 2006, representing an increased of 

about 360%. The spatial distribution of the fonds is sliown in Table 18. The distribution shows 

states that are more rural largely benefiting more from the scheme. 

ln addition to publicly guaranteed agricultural credit scheme for i11dividuals and 

cooperative~, another fond was set aside in pàrtnership with private commercial, banks for the 

1 . 

Trust Model. This fond is ineant for large capital agricultural projects and progrdmmes. So far, 
. ' 1 

the states that have utilized the fund are mostly. rural and agro-based. Table! 19 shows the 

utilization of the fond by state governments and private firms as at February 2007. Interestingly, 

state governments accessed more fonds than the private sector. Thirteen state governments 

utilized NI .358 billion representing 95.84% whilè the private sector and NGO utilized N59 

million representing 4.16%. CODESRIA
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Table 18: Utilization of ACGSF (2003-2006) 

State 2003 2004 2005 2006 
1 

1 

No. Of Amount No. Of Amount No. Of Amount No.Of 
1 

Amount 
Projects (Wm) Projects (Nm) Projects (Nm) Projects 1 (Nm) 

Adamawa 375 51,825.00 1009 148,840.00 1097 217,220.00 1957 
1 

376,875.00 

Ebonyi 190 14,525.00 122 12,765.00 229 33,620.00 204 1 33,695.00 

Kano 1320 63,670.00 1840 89,323.00 1404 77,875.50 1818 88,239.50 

Lagos 592. 52,132.00 382 63,110.00 804 101,216.00 728 116,60.00 

Plateau 623 26,905.00 726 41,830.00 1228 62,455.00 738 73,185.00 

Rivers 292 19,530.00 35 2,035.00 726 58,560.00 854 · 67,470.00 

FCT, Abuja - - 1126 48,755.00 103 9,345.00 487 81,500.00 

Total 24,308 1,184,480.40 35035 2,083,744.70 46236 3,046,738.5 54,032 4,263,080.30 
0 

Source: CBN (www.cenbank.org: Accessed June 30 2007) 

S/NO 

I 

2 
3 

4 

5 
6 

7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 

Table 19: Utilization of ACGS-Trust Fund Mode! by Stakeholders (State Governments and Priva te 
Companies) 

State AMOUNT PARTNERR BANK DATE MOU 
PLACED/PLEDGED WASSIGNED 

(Nm) '. 

SPDC MISCARD (Shell 5.00 FBN/FIB 2001 1 

Petroleum Co.) i 

Jigawa 50.00 FBN,PHB,&UNITY 2002 i 

Agip Green Card (Agip Oil 10.00 UBA 2003 1 

Co.) ., ! 

Kogi 180.00 FBN/14 2003 
COMMUNITY 
BANKS 

Nasarawa 10.00 FBN 2004 
Katsina 500.00 FBN, UNITY, PHS, 2004 

FIRST INLAND 
Ondo 100.00 SPRING 2004 
Total Card (Total Oil Co.) .40.00 UBA 2004 
Benue 15.00 Pl-18 2005 

Kaduna 50.00 UBA 2005 --
Kwara 63.00 UI3A 2005 

Kebbi 100.00 UBN 2005 
02:un 50.00 FBN 2005 
CASPAN (NGO) 4.00 Ficlelity/Zenith 2005 
Cross River 100.00 UBA, UBN, FBN 2006 
Osun state 40.00 UBA, CBN 2006 
Oyo 100.00 SPRING 2006 

TOTAL Nl,417.00 
Source: CBN (www.cenbank.org: Accessed June 30 2007) 

i 
1· 
1 
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Another sector that recorded considerable support from the government is the Small and 

Medium Scale Enterprises (SME). The federal government recognizing the role of SMEs in 

development established the Small and Médium Emerprises Development Age1cy of Nigeria 
' 1 

' ' ' 1 

(SMEDAN) and also provided consolidated fund for. financing the Small land Medium 

Enterprises Investment Scheme (SMEEIS). Under this scheme, private banks are to provide 

guaranteed financial resources to potential entrepreneurs. The sum of W38,225,933,000.00 was 

set aside by private banks for the SMEEIS. Out of this amount NI 7, 038,945,355.1 lhas been 

utilized as at December 2006. Table 20 shows the utilization of fund by sampled states. It can be 

observed from the table that entrepreneurs in the more industrialized states accessed most of the 

fond. Lagos state alone accounted for 45.86% of the total amount invested in 140 projects. In ail, 

the fund was utilized in 24 states and the FCT while 12 states including Ebonyi and Adamawa 

states did not have any investment in the category of SMEs financed under the SMEEIS. Again, 

this pattern clearly show bias against the more rural and agriculture-based states. i 

The new MFB policy is expected to improve ,tccessibility of fonds mean~ for the SME 
' 1 

i 

sector. The policy framework for the MFBs was introd tced in 2005. This policy was designed as 

a strategy for financing dev~lopml':nt by making fina11L;e capital accessible to the large segment 

of the Nigerian population. It is specifically àimed at scaling up financial resources for the 

economically weak and poor, which are more in the northern part of the country. It can be said to 

be a fall out of the ban.king consolidation policy, which did not favour the North. CODESRIA
 - L
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Table 20: SMEIEIS fund by State as at December 2006 

s/no Number of projects Amount Accessed Percentage of 
(N: K) total 

1 Adamawa - - -
2 Ebonyi - - -
3 Kano 5 :l23,898,346.00 1.90' i 
4 Lagos 140 7,813,783,393.90 45.86 1 

5 Plateau 2 54,267,029.00 0.32 ' ' 

6 Rivers 8 9(J7,964, 181.11 5.86 

7 FCT, Abuja 4 ::55,000,000.00 1.50 
Source: CBN (www.cenbank.org) 

lnterestingly, one of the targets of the MFB r olicy is to promote the participation of at 

least two-thirds of subnational governments (state an J local governments) in the federation by 

2015. To achieve the objectives of the MFB poli,~y, the Microfinance Development Fund 

(MDB) is to be çstablished. The fonds for MDB would be sourced from the federal, state and 

local governments, commercial banks and international development/dono~· agencies and 

financial institutions (Maina, 2006: 6). 

1 

For the takeoff of the MFB scheme, however, financial resources 1ould be made 

available by the federal government ànd the CBN. This policy therefore shows tJ:i;e central role of 

state in development financing and it also recognizes the central role of subnational governments 

in micl'Ofinancing of development. Though the CBN has reduced the stake of governments in 

commercial banks to a maximum of 10%, it is promoting the participation of subnationa] 

governrnents in the case of the MFBs. Also, unlike the PBN under SAP in which the federal 

government took the sole responsibility of financing the MFBs and estab]ishing branches in all 

local governments in anticipation of 'market failure', this policy assign such responsibility to 

' 
subnational governments. Subnational governrnents are expected to intervene'. where private 

•. 1 

capital fails. Again, the federal goverrtment is, by doing this action, shedding or the burden of 

microfinancing of development and sharing the risks involved with subnational g9vernments. 
1 
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5.4 INTERGOVERNMENTAL ECO NO MIC COORDINATION 

The 1999 Constitution grants considerable fiscal autonomy to subnational units. The 

responsibility of providing public goods is therefo;re split among autonomous governrnents at 

different levels. Subnational governments can, therefore, design and implement their economic 

development plans, fiscal policies and budget regimes independent of the federal government. 

Sinçe the return to civilian rule in 1999, subnational governments have regained their lost 

autonomy. The implication of this development is difficulty in coordinating and managing 

national development policy. To address this problem, the federal government's NEEDS was 

developed within the parameters of intergovernmental coordination. NEEDS seeks to integrate 
1 
1 

economic effort of subnational governments by improving economic coordinati~n. Subnational 
1 

' . . 
govemments were therefore encouraged to develop their development strategies along the 

principles and values that NEEDS upholds. They are also expected to reflect their peculiar 

developmental challenges and potentials, in such a way that they will stimulate economic 

activities that they have comparative advantage. 

A number of institutions are to be used for the purpose of intergovernmental policy 

coordination/implementation. These institutions existed before the curr~nt governrnent but they 

have been sustained because of the importance attached to intergovernmental coordination in the 

new reform agenda. The major ones are: 

a) 

b) 

c) 

1 

National Council for Economie Planning with the state represented by their 

governors; 

National Council on Development Planning with comm1ss1one~s of planning 

representing states; 

Joint Plannin:g Board with permanent secrelaries from state planning ministries 

representing their states; 
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National Councils on al! the key sectors ( eci ucation, health, water, etc) with state 

represented by commissioners of respective ministries representing states; 

e) ·National Planning Commission, a statutory body established für ,the monitoring 
1 

economic performance of states and intergovernmental policy coor~ination. 

T o achieve better economjc coordination, the national government set an intentive scheme 

to support subnational governments in develo1 ,ing theit development strategies i(SEEDS). The 
• 1 

fact that NEEDS bas gained international rerngnition made the national government to use 

development àgencies' fonds to encourage -;ubnational governments to accept and adopt 

NEEDS-guided economic development strategies (World Bank, 2007: 15). In essence the 

improved coordination of the economy has led to increased harmonization of policies, budgets 

and programmes. 

Upon completion of SEEDSs by al! the 36 states and FCT, the feder~I government, 

through the NPC initiated a · benchmarking exercise for measuring· the output/impact of 
i 

implemented SEEDSs. Four key areas were selected as benchmark areas for this ~urpose. These 
! 

' l 
areas are; i) policy development, ii) budget and fiscal management, iii) service ddlivery, and iv) 

. 1 ' 

1 

1 

comniLmication and transparency. So far, two benchmark excrcises have been conducted in 2005 

and 2006 using 90 and 51 indicators respectively (NPC, 2007: 2-20). Tables 21, 22 and 23 show 

the performance of sampled states using selected indicators. 

Table 21: Policy Performance of StaL :s in 2004 

S!No State A B 
(2) 

i 
_Q)_ 

I Adamawa 
2 Ebonyi 
3 Kano 
4 Lagos 
5 Plateau 
6 Rivers 
7 FCT 

lndicator A: Medium Term Sector Strategy 
B: Coherent Fiscal Strategy 

0 
2 

0 
! 

0 
0 
0 
2 

C: Provision of Separate Poverty Reducing Expendit,, rn 
Source: NPC (2006 SEEDS Benchmarking) 

0 
0 

1.3 
0 
0 
0 

0.8 

C 
(2) 
0.5 
0 
0 

0.5 
0 
0 

O!S 

1 
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Table 22: lnternally Generated Revenue as Percentage of t:udget (2003-2005) 

State Budget lnternally Generatcd Revenue IGR as Percent of 
(IGR) 

.. 

2003 2004 2005 2003 2004 2005 2003 
(N m) (Nm) (Nm) (Hm) (Nm) (Nm) (%) 

Adamawa 12,164.3 23,110.4 n.a. 969.2 980.2 109.3 7.92 
Ebonyi 11,041.2 n.a. n.a. 325.3 1043.5 826.1 2.95 
Kano n.a. n.a. 3079.0 4400.0 4700.0 n.a 
Lagos 47,221.3 59,460.2 70,759.3 27,537. 33,998.2 42,283.1 58.32 

4 
Plateau n.a. n.a. n.a. n.a. n.a. n.a. n.a. 
Rivers 69,143.43 89,602.5 150,187.0 12,287. 15,789.0 19,974.2 17.77 

9 
FCT n.a. n.a. n.a. n.a. n.a; n.a. n.a. 

Source: NPC (2006 SEEDS Benchmarking) 

Table 23: Performance of Sam pied States in ServiL'c Delivery 

. Project Elcctricity Water 

p C p 

Adamawa 7 0 38 
Ebonyi 14 8 0 
Kano 146 50 22 
Lagos 95 58 18 

Plateau 13 1 27 
Rivers 61 5 42 
FCT 3 ·o 22. 

Source: NPC (2006 SEEDS Benchmarking) 
P=Proposed 
C=Completed 

Roads 
i 

Secondary Health 

1 

C p C i p C 
30 36 35 11 3 
0 0 0 

1 

9 8 
16 116 32 
10 42 10 

1 
8 7 

1 0 0 
11 35 23 
29 46 20 

i 6 0 

/ 18 2 
20 4 3 1 10 0 

·, 

Budget 
2004 2005 
(%) (%) 
4.24 n.a. 
n.a. n.a. 
n.a. n.a. 
57.18 59.76 

1 

n.a. n.a. 

y.62 13.50 

ln.a. n.a. 

Secondary 
Education 
p C 

33 30 
0 0 

948 910 
0 0 
5 0 

20 1 
6 4 

An important innovation ,. of the federal government that will further improve 

intergovernmental coordination 1s the Fiscal Responsibility Act, which is still under 

consideration in the National Assembly. This Act seeks to reduce dependence on oil revdnues by 

imposing budget discipline, reducing arbitrariness in budget/planning and implementation, and 

improving interna! generation of revenue. A Fiscal Respons bility Council with the federal and 

subnational representation as well as the private sector a. ,d civil society is expected to be 

established to monitor and enforce the Act. 
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With this Act and the Council, ail tiers of governrnents would be mandated to develop a 

Medium Term Expenditure Framework (MTEF) and manage their fiscal affairs and development 

planning vvithin the MTEF (NPC, 2004: 90 and World Bank, 2007: 247). This legislative piece is 

hoped to further strengthen and streamline development effort of subnational governments along 

with national priorities and internationally set goals. If implemented adequately this innovation 

is likely to enhance fiscal transparency and accountability. 
1 

Although coordination of governmental effort is a necessity for achieving a more tjalanced 

i 
national development, there are, however, risks involved. The upper hand the federal 

government bas by vüiue of its leadership position in national development planning and more 

particularly its monopoly over macroeconomic policy makir,g, .1ay, depending on the policy 

inclination, thwart the effo1is of subnational governments tl·at re not of national priority or 

negates the underlying principles of the federal governmeL.' s policies. Where market 

fundamentalism is promoted from above the direct role of subnatic 1al governments are expected 

to play will be frustrated. If subnational governments are restricted in their allocation of public 

resources to the provision of public goods, their role of checking imperfeçtions of, market 

allocation of resources will be upset. This will not augur well for che less developed reg~ons, as 

they would not be able to offset .the selective allocation of resources to the more deteloped 

1 
1 

reg10ns. i 

1'} 5.5 OPENING HINTERLAND FOR INTERNATIONAL TR,\.DE 
\/· 
i·' Factors of production are generally geographically selectivc They are usually attracted to 

., 
'•,, 

areas that have proximity to international trade routes, nodes or ;orts. Disparities in terms of 

economic activities can therefore result from geographical location~ of regions. In Nigeria, such 

disparilies exist. Only 8 slales have off-shore boundaries, and umong these the bulk of the 
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economic activities are coricentrated 111 the Lagos ports, with scanty activities in the Port

Harcourt, Calabar and Warri ports. To minirnize disparities that are associated with such 

geographical locations, among other reasons, th:. federal government has initiated a number of 

schemes. 

Among these schemes, two are very important. These two schemes are the inland 

container port (ICD) supervised Nigerian Shippers Council (NSC) and Export Pr~cessing Zones 
' 
' 

(EPZ) supervised by Nigerian Export Processing Zones Authority (NEPZA). The two 

supervising agencies (NSC. and NEPZA) have been in existence prior to the loming of the 

. ' ' 
present government and its reform policies. A contrasting feature of the present schemes is the 

systematic withdrawal of the national government in the financing of projects related to the 

schemes. The federal government only provides policy direction and incentive regimes. 

Investment in the schemes is largely by the pri vate sector and/or subnational governments. 

The ICD is a facility with public authority status established to provide international 

shipping facilities in the hinterland thereby giving boost to inland trading. By so doing, the large 

hinterland of .Nigeria is expected to be opened for international trade. The, disparities in 

commercial and industrial activities that result from geographical location will therefore be 
1 

. i . 
reduced. So far, 8 ICDs were earmarked for the first phase of the scheme. These are located m 

Abia, Bauchi, Oyo, Plateau, Kano, Katsina, Gombe, and Borno states. Table 24 shows the 

location of ICDs and their Concessionaires. Out of this 8 earmarked ICDs,: 6 have been 

concessioned to private firms for take off under Build, Own, Operate and Transfer (BOOT) 

arrangement in which the federal government serves as a grantor and the private firms as 

concessionaries/operators. The ICD can be contrasted from the Inlari.d Port project under the 

Inland Port Authority. The latter is financed by the federnl government as a way of brining 

shi pping acti vities to the hinterlànds. 
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The EPZ scheme has be~n in existence since 1992. Three EPZs werê' establisl:ied in 1992 

and 1996 in Cross River, Kano and Rivers States by the federal government. With the ongoing 

reform policy, the federal government has \Vithdrawn its investment in this scheme. Therefore ail 

the subsequent EPZs were financed by private sector, subnational governments or paiinership 

between the two. Table 25 shows the location, ownership and status of approved EPZs. Out of 

the 13 EPZs that were approved for operation 6 are wholly financed by the private sector. 

Interestingly, 5 EPZs were financed by subnational governments. Two EPZs were lflnanced in 

partnership between subnational govemments and the private sector. In one I case, two 
1 
1 

subnational govermnents (Ogun and Ondo States) partnered with the private sector. / 

Tb 4 L a le 2 : ocat10n o f I nlan dC ontainer D epots an d 1 . C t 1e1r oncess10naires 
S/No N.rn1e Location 
1 Equatorial Marine Limited Funtua, Katsina State 
2 Catamaran Logistics Limited Ibadan, Oyo State 
3 Eastgate ln land Container Terminal Ltd. Isiala Ngwa, Abia State 
4 Duncan Maritime Ventures Limited Jos, Platrau State 
5 Dala In land Dry Port Limited Kano, Kano State 
6 Migfo Niger_ia Limited Maiduguri, Borno State 
Source: Nigerian Shippers Council (www.nscng.org: Accessed July 14 2007) 

i 
' 1 

On the who_le, the patte;n of development of EPZs has shown increased in~olvement of 
1 

subnational governments by taking the previously · federal · government role of promoting 

balanced development. This development is an indication of the response of subnational 

governments to the challenges of economic development which requires governments 'to provide 

incentives and enabling environment for private sector participation. This .is therefore an attempt 

to encolll'age both manufacturing and service industries in states that are largely agriculture

based. However, it is glaring that private capital has awarded itself to the more industrial state 
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with all the 6 EPZs in Lagos being partly or wholly financed by the private sector. The less 

developed states response was therefore an attempt to make for private capital inadequacies. 

Table 25: Export Processing Zo_nes in Nigeria sincc Inccption 

S/N Name Location Y car of Status Owncrship 
Approval 

1 Calabar Free Tracte Cross Rivers 1992 Operational Fed. Govt. 
Zone (CFTZ) State 

2 Kano Free Tracte Kano State 1996 Operational Fed. Govt. 
Zone (KFTZ) 

3. Onne oil & Gas Rivers State 1996 Operational Fed. Govt. 
Free Zone 

4. Lagos Free Zone Lagos State ·2002 Under Private 
! 

Construction 1 

5. Tinapa Free Zone Cross Rivers . 2004 Under Pri;vate 
& Tourism Resort State Construction i 

6. Olokola Free Zone Ondo & Ogun. 2004 Under State/Private 
1 

Stats Construction 1 

7. Snake Island Lagos State 2005 Operation~l Private 
Integrated ' 

8.- Maigatari Border Jigawa State 2000 Operational State 
Free Zone 

9. Banki Border Free Borno State 2000 Declaration State 
Zone 

10. Ladol Logistics Lagos State 2006 Operational Private 
Free Zone 

11. Ibom Science & A wka I bom State 2006 Under Cons. State 
Tech. Park Free 
Zone 

12. Living Spring Free. Osun State 2006 Under Cons. State 
Zone 

13. Airline Service Lagos State 2006 Operational Private 
Expo1t Proc. Zone 

14. Lekki Free Zone Lagos State 2004 Under Cons. Private/State 
15. Egbeda Free Zone Oyo State 2001 Declaration State 
16. OILSS Logistics Lag_os State 2004 Declaration State 

Free Zone 1 

Source: NEPZA (www.ne12za.org: Accessed July 27 2007) 

Another indicator of the changing role of government in economic development can be 

seen in the power sector. Nigeria's poor economic performrnce is attributed to her poor power 

infrastructure. To tackle this problem, the federal government deregulated the power sector with 

a view to allowing other investors participate. This has pawd way for the participation of state 

governments. Rivers and Lagos states have successfully financed their Independent Power 

Projects (IPP)-the First lndependent Power Company Lim :red and AES Power Barge Limited 

CODESRIA
 - L

IB
RARY



1 

dJ 

t. 
[, 

l 
L 
l 

! 

L 
L 

l 

L 
l 

90 

respectively. Table 26 shows the location of on-going IP >s and their ownership. Other states 

such as Kano and Kaduna have indicated their interest in investing in the sector. These four 

states have the largest concentration of industrial activities. Therefore the less economically 

viable states are likely not to paiticipate in this sector of the economy. Similarly, it can be 

observed from Table 26 below that, without discounting other locational factor~, the IPPs are 

located in states that have relatively high level of industrial activities. 

5.6 REGIONAL AND SECTORAL INTERVENTIONS 

• 1 
1 

i 

The federa:l government bas also appreciated the socio-economic problems facing 

particular regions. Thus far, the only regionally based response is the establishment of NDDC. 

The NDDC is an indication of the concerns for the plight of the oil-producing communities. It is 

an attempt to satisfy the demands of Niger Delta region restive population. The major objective 

of the commission is to facilitate the rapid, even and sustainable development of t~e Niger Delta 
i 

According to the Act establishing the commission, the federal gov
1
errunent is to 

contribute the equivalent of 15% of the total monthly statutory allocations due to member states 

of the commission from the FA. The governments of the member states are alsb to contribute 

50% of manies due to them from the Ecological Fund, while operating oil producing companies 

in the region ai·e to contribute 3% of their annual total budget. The commission is also to 

manage ail other fond that may corne from the federal, state or international donor agencies for 

the pürpose for which it was established. 
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Table 26: On-Going Power Projects and Timelines for Their Completion 
. 1 

1 

S/NO . Name of Type of Licence Fuel Site State Distribution 
Licencee Type Location Zone 

1 Ethiope Energy Electricity Gas Ogorode Delta Benin 
ltd. Generation Spele 

1 

i 
2 Farm Electricity Electricity Gas Ota Ogun Ibadan 

Supply ltd. Generation 
3 !CS Power Electrièity Gas Alaoji Abia Enugu 

Generation 
4 Supertek Nigeria Electricity Gas Akwete Abia Enugu 

ltd. Generation 
5 lkorodu lnd. Embedded Gas Ikorodu Lagos lkeja 

Power Ltd. Electricity 
Generation 

6 lkorodu Ind. Electricity Ikorodu Lagos lkeja 
Power ltd. DistributiJn 

7. Ewekoro Power Off-Grid Gas Ewekoro Ogun Ibadan 
Ltd. Electricity " 

Generation 
8. Mabon Limited Electricity Hydro Dadin Gombe Jos 

Generation Kowa 
9. Geometi'ic Power Embedded Gas Aba Abia Enugu 

Aba Ltd · Electricity 
1 

Generation i 

10. Aba Power Electricity Aba Abia Enugu 
Limited Distribution i 

1 

11. Westcom Generation Gas Shagamu Ogun Ibadah 
Technologies & (Grid) 

/ 

i Energy services 
Ltd 1 

12. Westcom Generation (Off- Gas Lekki Lagos Ibadan 
Technologies & Grid) 
Energy services 
Ltd 

13. Anita Energy Ltd Generation Gas Agbara Ogun Ibadan 
14. Bresson Energy Generation Gas Magboro Ogun Ibadan 

Nig. Ltd. (Grid) 
15. First lndependent Generation Gas Omoku Rivers· Port Harcourt 

Power Co. Ltd. (Grid) 
16. First Independent Generation Gas Trans- Rivers Port Harcourt 

Power Co. Ltd. · (Grid) Amadi 
17. First Independent Generation Gas Eleme r. ivers : Port Harcourt 

Power Co. Ltd. (Grid) 
18. lbafo Power Generation Gas lbafo ( ,gun Ibadan 

Station Ltd (Grid). 1 

19. Hudson Power Generation Gas Warawa ( gun Ibadan 
Ltd (Grid) i 

20. Shell Petr. Dev. Generation Gas Afam vi Rivers Port Harcourt 
Co. Ltd. (Grid) 1 

1 

Source: Nigerian Electricity Regulatory Commission 
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To achieve its mandate, NDDC has by November 2002 awa~ded ovdr 650 contraéts 

worth over W3 5 billion for con~truction of social and physical infrastructure[ environmental 

remediation and other ecohomic activity regenerating projects. Table 27 Jows budgetary 
1 

allocations to member states between 2001 and 2002. 

Table 27: AJlocation of funds to Member States of NDDC (2001-200.2) 

S/No State ' 2001 (N:K) 2002 (N:K) Total (N:K) 
1 Abia 506,560,992. I 3 I, I 24,429,541.00 I ,630,990,533. I 3 
2 Akwa-Ibom 2,078,051,l lO.OO 4,597,644,693.00 6,675,695,803.95 
,., 

Bayelsa 1,785,204,643.08 3,950,412,630.00 5, 735,6 I 7,273.00 .) 

4 Cross River 400,216,693.65 889,393,6 I 9.00 I ,286,610312.65 
5 Delta 2,683,536, l 14. 12 5,93 5,852,08 I .00 8,619,388,195.12 
6 Edo 444,2 I 5,980.82 986,638,259.00 1,430,854,239.82 
7 Imo 591,895,250.13 1,310,030,305.00 1,901,925,555.04 
8 Ondo 937,114,572.13 2,076,013,773.00 3,013,128,345.13 
9 Rivers 1, 785,204,()43 .08 3,950,412,630.00 5,735,617,273.08 

Total 11,212,000,000.oo 24,820,827,531.00 36,032,827,531.00 
Source: NDDC (www.nddconline.org: Accessed August 21 2007) 

To efficiently coordinE!,te development efforts of governments, private sector and 

international development/donor agencies, the NDDC came up with a developmlnt plan for the 
' 1 

1 

' 

Niger Delta region. The Niger Delta Regional Master Plan provides a holistic framework for the 

development of the region by adopting participatory planning processes and creating a shared 

worldview arnong the diver~e stakeholders to forge enduring change in the region. It is drafted in 

line with the goals and objectives of the NEEDS, SEEDS and LEEDS. With the support from the 

three levels governments as well as à.Il the major stakeholders in the Nigeria's oil and gas 

industry, the plan presents a veritable tool for regional development. In fact, as rbponse to the 
. 1 

persistent outcry of marginalization and neglect by the people of the region, the Jnited Nations 
1 ' 

development Programme (UNDP) commissioned its special Niger Delta Develop~ent Report in 
1 ' 

1 

2006. 1 

The special attention given to the oil producing an·as under the precurJ,or of NDDC, 
• 1 

OMPADEC, led to agitation for the setting up of similar commissions- Solid Minera! 
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.• 

Producing Areas Development Commission (SOMP ADEC) and Hydroelectricity Producing 

Areas Development Commission (HYP ADEC)-· to cater for the special needs of solid mineral 

• 1 

and hydro-electricity producing areas respectively. Though this agitation has not been given the 
' 1 

necessary attention the proponents expected, it sho~s the import~nce attached to lsuch a f~deral 

intervention. 

Another important intervention by the federal government is in the educati6n ·sector. This 

is not a regionally based intervention. It is, howevèr, a response to the development prerequisite 

that shows remarkable regional variations. Interventions in this sector have been achieved by 

using special agencies/funds such as the Education Trust Fund (ETF), the Petroleum Technology 

Trust Fund (PTDF), and the Universal Basic Education Commission (UB?C), Basic education is 

primarily the responsibility of state and local governments. There are, how~ver, areas of 

1 

concurrence in which more than one government are expected participate.1 The federal 
. . 1 

1 

government has explored these areas in a bid to improving · intergovernmental policy 

coordination in education. A good example of innovations ! of the federal goveLent is the 

matching grant scheme adm'ïniste~ed by UBEC to support. sta~e governments in thl provision of 
1 

· basic education. Certainly for effective performance and maximum impact, the various agencies 

1 

administering federal transfers/grant in the education sector need to be merged, the funds they 

manage pooled and their functions streamlined . 

. 1 

CODESRIA
 - L

IB
RARY



d 

.. 

94 

REFERENCES 

CBN (2005) Microfinance, Regulatory and Supervisory Framework (Abuja: CBN). 
1 

1 

Freinkman, L. (2007) "Intergovernmental Relations in Nigeria: Improving Service IDelivery in 
. . 1 : . . ' 

Core Sectors" Elaigwu, J. I. ( ed.) Fiscal Federalism in Nigeria: Facing the (Ehallenges of 

the Future (Jas: AHA Publishing House). 

1 

Maina, H (2006) "Micro finance development Funds and the Growth of Micro finance 
1 

Institutions" Nigerian Quarter/y Microfinance Newsletters 

NPC (2007) Detailed Analysis of the 2006 SEEDS Benchmarking Results èAbuja: NPC) . 

OSSAP-MDG (2007) Guidelinesfor the Jmplementation of Conditional Grants in Budget 2007 

(Abuja: OSSAP-MDG-Policy Document). 

. 1 

Soludo, C. (2007) "Preserving Stability and Accelerating Growth", Paper Pres
1

1

ented at the 

R_etreat for Nominated Peoples Democratic Party Candidates, Abuja;Januaryl 7, 2007 .. 

1 

World Bank (2007) Nigeria: A Fiscal Agenda for Change PEMFÀ.R (Draft). 1 

! 
1 

1 

1 

1 

CODESRIA
 - L

IB
RARY



1111 

' 1 
. .ai 

•• 

-· 

.:1 
,J 
1 

95 

CHAPTERSIX 

CONCLUSION 

: 
îmbalances m 
i : 

6.1 Summary 

. ' 
Federal politics in Nigeria highlights the manifestation of regional 

different forms. The fact that these imbalances are expressed in the old sense .of north-south 

dichotomy makes them to be seen as inherent rather than circumstantial. This goes to confirm 

Elaigwu (2006: 376) assertion that the reasons that made federalism relevant in the pre-colonial 

era are still much the same. This is so because the North still has traits of political dominance 

and economic backwardness, while the South is economically more prosperous and politically 

disadvantaged. Subsumed under this bipolar regional picture are minority-majority issues, which 

i 
are socio-culturally rooted but have political and economic dimensions. Resolving the 

' 1 . 

countervailing polarities in Nigeria's federal politics·and thei_r corollaries makes federalism ever 

relevant in Nigeria. Thus, a~ Onwudiwe and Suberu (2005: 6; argued, federalism il critical in the 
' ',1 ' ' 1 . ' 

' ' 

1 . f hr . . 1 b' . . hn' . d . b'l' ac uevement o t ee most important natlona o ~ectives: mter-et 1c umty, emqcratlc sta 11ty 

and socio-economic development. 

Contrary to the envisaged federalization of the Nigerian political community, however, 

the restructuring of the federation into smaller subnational units has not entirely changed the old 

regionalized political culture. Structural imbalances are viewed in terms of number subnational 

units in each of the former big regions, the political offices and privileges associated with them, 
. / 

' 

and the reven~e allocated to subnational units. Balancing the federal structure re4uires equating 

the number of subnational units in the two big regions, or retum to the former re~ional structure 
' 1 1 : ; 

as the proponent of 'true federalism' advocate. Factors stich as population anâ geographical 
• • 1 ' 1 ' 

i 
/ 
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size, and their derivatives, population density and terrains have become politically salient issues. 

Conversely, socio-economic disparities among regions are -less politically pronounced and 

reticent. The reticence of socio-economic disparities can be explained in three way,s. 

1 

The first reason has to do with the rentier nature of the Nigerian I state and its 
1 

redistributive foderal system. In this system; there is more emphasis on distributi1n· of revenues 

that accrue largely from rent collection and dependence on labour-free resou~ce' rather than 

revenue generation through productive economic activities. Secondly, the underlying issues in 
1 

the politics of balancing structural imbalances are directly related to state allocation of resources 

and the power needed to control the allocation system. Socio-economic disparities, on the other 

band, result from market allocation of resource- which claims· cannot be made -and/or 

indirect consequences of management of state allocated resources. 

Thirdly, and more ii;nportantly, the pronouncement of structural imbalandes exposes the 
1 

1 

bizane character of the Nigerian state. The regions and their attributes/features (p6pulation, size, 
' 1 

etc) are instrutmentalized by political elite at the expense of the masses of the pahicularly more 
. ·. . I' .. . . 

backward regions. Therefore the masses are caught up between market segregatiori and elite 

. . . 1 

capture. As the state retreats and pave the way for market allocation of resources for economic 

development, regionalized masses would have to look inward for individual energies and 

collective synergies, and outward onto their immediate (subnational) governments so that they 

can optimally utilize the window of opportunity opened in the process of economic transition. 

The economic reform policy initiated by the federal government is politically sensitive. It 

recognizes the. federal character of the Nigerian state and accords various governinents different 

roles in economic development. The drive towards market economy has ma'de the federal 
. ; 1 

government to retreat from its _active role in productive ecpnomic activities. Bt deregulating, 
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liberalizing and privatizing key sectors of the economy, it is gradually concentrating on the 

provision of national public goods. The vacuum so created as a result of the federal 

government's retreat is gradually filled by the private sector and in some cases by subnational 

governments. · Subnational governments are encouraged to participate in thqse aspects of 
1 
1 

economic development that are believed to be essential and pose less threat to diacroeconomic 

stability. 

1 

j 

The federal government-led economic reforms can be argued to have therefore pushed 

forward the economic frontiers of subnational governments. Certainly, to face the challenges of 

globalization, Nigeria must control rather than be controlled by market forces. Since market 

allocation of capital is selective and biased towards more developed regions, subnational 

governments can make for factor inadequacy in areas they have comparative advantage. Nothing 

precludes participation in productive economic activities as states and even local governments 

can stimulate the growth of state-owned or state-propelled enterprises in the way, the Town and 
' 1 

Village Enterprises (TVE)' were bolstered during the early ·period of transition bf the Chinese 
. . 1 

1 

economy. However, the underlying challenges are those of ensuring accountability and prudence 
. 1 

in the management of such enterprises, and transfürming bureaucratie psyche to ~ntrepreneurial 

capability. 

Sorne of the subnational governments have responded remarkably in the creation of 

enabling environment for increased economic activities as in the case of EPZ and IPPs, and the 

success of the ICDs will depend to a large extent on the commitment of subnational governments 

in infrastructural development and incentive regimes. Their participation is also highly 

encouraged in -financing the development of two important sec tors that are r_eleva1;1-t in narrowing 
1 

disparities among different regions; agriculture and small and medium ente~rises. Their 
' 1 

intervention in particularly the SME sector through microfinancing would go ~ long way in 
' 1 

. 1 
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reducing the effect of the natural tendency of private capital flowing to more developed regions. 

The regulatory powers of federal agencies particularly the CBN will serve as a guarantee for the 

functioning of the market with bath private and public participation in different sectors of the 

economy. Therefore, Nigeria's federalism can be argued fo be fostering a pseudo-market 

1 

economy with. both private capital and public resources invested in different :sectors of the 

1 
1 

economy. i 

The favourable economic environment .created for subnational was made Jossible by the 
1 

political transition to civilian rule. With the return to civilian rule, subnational govbrnments have 

increasingly exercised their autonomy. This has resulted in and was also furthered by revenue 

and expenditure decentralizatiçm. The centralized structure of the Nigerian federation has, 

however, placed the federal governrnent in a better position to lead the drive towards market 

economy. This bas been made possible by the remarkable powers the federal governrnent have 

and the resources it contrais. Importantly also the support it enjoys from the international 

development/donor agencies for promoting an endorsed refonri. policy gives impetus for stiring 

! 
up subnational governments to align their policies along similar line. The result of this is 

1 

increased harmonization and intergovernmental coordination. 
1 

The NEEDS of the federal government puts premium on intergovernp1ental policy 

coordination using incentives, fiscal instrument such as matching grants and the Fiscal 

Responsibility Act, if it eventually scales through. The autonomy of subnational governments 

can be contained for the purpose of promoting national development policy. The danger here is 

that coordination may Jead to over harmonization especially since the federal govermnent has 

more disposable resources and still channels international development ass_istance. Over 

harmonization 1nay lead to federal capture, or even international capture, in which pase there will 

1 

be dif:ficulty in differentiating subnational priorities from international and national priorities. 
1 
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· Besides, if market funclamentalism is promoted from the top, the envisaged role .of subnational 

governments in reducing regional disparities in economic development will be derailed as they 

would be confined to the provision of public goods . .In the long run, this will not augur well for 

the country. 

Another likely constraint to the active participation of subantional governments in the 

1 

new vistas opened by the economic reform policies implemented is reven~e availability. 

Subnational governments have recorded increase in the share of revenue in Jhe FA due to 
' 1 ' 

revenue decentralization. However, the increase in the amount allocated to them was made 
i 
1 

possible by the oil windfall, which is arguably Nigeria's second oil boom. B~t this is not a 

healthy development and the trend is not sustaining. The general performance of subanational 

governments in IGR is poor. No state government can finance its budget without transfers from 

the FA. Results of the 2005 benchmarking exercise (Table 22) shows, for instance, Lagos state 

with the lai'gest concentration of industrial and commercial activities generated 58.32% of its 

budget in 2003. Rivers state that received the highest allocation from the FA generated only 
' 1 

17.77% while more rural states like Adamawa and Ebonyi generated 7.92% and 2.95% 
1 

respectively. Such a degree of dependence portends risks of subnational governcient notable to 
,. ' ' 1 ' 

meet their developmental challenges. While Lagos state may not be able to meet the challenges 

of exponential wban growth, Adamawa may be financiall~ incapacitated (o change the 

increasing trend of poverty. Generally, due to high dependence on oil revenues, subnational 

governments would be susceptible to the vagaries of international market fluctuations and also 

the political outcome of resource distribution in Nigeria. 

The political economy of resource distribution in Nigeria in the period of study shows 

that the generic formula used is in favour of resource endowecl states, for now confined to the 

oil-producing · states. The derivation principle which pegs not less than 13% of the revenue 
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accruing from the sale of crude oil to the states of origin is a major advantage to few oil

producing states. It further militates against development of a stronger mechanism for horizontal 

fiscal equalization thus posing the risk of inequality which is likely to widen in medium and long 

term (World Bank, 2007: 15 and Frienkman, 2007: 188). Reasons for such inequality include i) 

built-in inequality in the horizontal revenue sharing that has bias in per capita terms in favour of 

less populous states, ii) differences in the revenue-raising opportunities related cross state 
. ! 

1 

development, and iii) different subnational expenditure policies. The net effect i~ the tendency 
. . . 1 . 

towards uneven development or even increasing regional disparities in ec.onomic d~velopment. 
' 1 

! 

Thus what may be of political expedience in the short run is most likely to have pervasive 

economic consequences in t~e long run. If the logic of federalism must be considered, a balance 

must be achieved between the two extremes so as to guarantee minimum standard across the 

federation. Subnational governments hold the key to solving this problem. They have to seize the 

opportunity opened under the current reforms to diversify their revenue base by stimulating 

economic activities in their areas of comparative advantage. The federal government's 

initiatives in tlie agricultural and solid minera! sectors, SME and MFB are gateways to greater 

economic performances. 

6.2 RECOMMENDATIONS 

There are popular agitations for the increase in the share of derivation in the revenue 

sharing formula, which means reduction in revenues accruable to the FA, and also reduction in 

the weight assigned to equality of states, population, land mass and terrain in the existing 

formula. Certainly, for political expeclient reaso11s, the percentage for derivation needs to be 

increased to an amount that is mutually agreed. Contrary to suggestions that landmass and terrain 

! 
l 

r 
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be removed completely from the revenue fo1mula because they are politically motivated (Osagie, 

2007: 133), the weight assigned to them should be reduced from 10% to 6% and population 

density ( also assigned 3 % ) should be added under this po1iion to bàlance the effect of increasing 

population particular in more urbanized states. These three factors affect mostly differential costs 

in the provision of physicàl infrastructure, and they need not to be discarded for now. The 

remaining 1 % should then be added to that of social development fact9r. Table 28 shows the 

suggested horizontal revenue allocation formula. 

Also the weight assigned to equality of states should be reduced to 30% fJom 36%. This 
i 

is to cater for those states that are economically disadvantaged. The 4% reduce.d should be added 

to that of social development factor. The percent assigned to population should be reduced from 

30% to 20%. 5% out of the 10% reduced should be added to social development factor while the 

remaining 5% should go to internai revenue generation effort. Thus, the percent assigned to 

social development factor will therefore be 20%. This is conformity with the general agreement 

that one of the major causes of underdevelopment in developing countries has to do with poorly 

developed social infrastructure. The revenue sharing formula should, therefore, aGcord the same 
. 1 

importance to social development as a way of reducing poverty ar..d ei1handing econom1c 

1 ' development. 

1 

Also of equal importance is the need to scale up the weight assigned to iriternal revenue 
1 

effort. The percent assigned to it should be increased from 10% to 15%. The difference of 5% 

should came from the percent reduced from the share of population. Efforts of subnational 

governrnents need to be rewarded in order to reduce dependence on federally generated revenue 

and also encourage healthy competition. 
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1 

On the vertical axis, there is common agreement across board that revenhe allocated to 
' ' 1 

subnational governments be increased. This is in conformity with the gl~bal trend of 

decentralization and the increasing realities of localization which demands subantional 

govemments to be responsive in the provision of public goods, and by extension in 

microfinancing development. While it has become imperative for a downward! review of the 

1 

existing vertical revenue sharing formula in favour of subnational governm~nts, it is our 

1 

contention that the amount reduced from the share of federal government should be divided into 
' ' 1 . 

two. Half should go to subnational govemments and the remaining half should lbe pooled in a 

special consolidated fund. Table 29 shows the breakdown of the suggested vertical revenue 

'1 
allocation fo1mula. 1 

I' 

Table 28: Suggested Hor.izontal Revenue Allocation Formula 

Formula Current Formula Suggested Formula 

Criterion 

Equality of States 40 36 

Population 30 20 

Landmass 5 3 

Terrain 5 3 

Population Density 3 

Social Development Factor 10 20 

Internai revenue Effort 10 15 

Total 100 100 
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The special fund should be maintained for purposes such as economic diversification and 

stabilization, development financing, research and development and for ecological purposes. 

Setting aside such a special fund is very important for a developing economy like Nigeria's. The 

fund can be used to offset market fluctuations that can be caused by oil price fluctuations; 

subsidies where and when needed and in the stabilization of the currency, when necessary. 

Subsidies here- include those on pump prices of fuel (which led to the setting up of petroleum 

stabilization fund with the federal and subnational governments contributing Nl 50 billion in 
• 1 

1 

2006); subsidies for industrial imports such as machines; and subsidies for non-dil expmis with 

special emphasis on agriculture and solid minerais sectors. All these subsidies would help in 

supporting the economy, as it was dorie in the case of developed market economies like J apan. ln 

a highly competitive world ,with unlevelled playing ground, it is illusive to allow market forces 

to determine the course of these activities. State intervention is very necessary and it is through 

such special fund, controlled by no single tier of government but operated by federal 

agencies/institutions, that Nigerian economy can surely breakthrough. 

Also, part of the special fund should be devoted to development financing·. Currently this 
. 1 

responsibility is shoulder~d by the federal governme~t. This should howevef be a shared-
1 

responsibility. It has also become very necessary with the reform policy of t*e government, 

1 

which implies federal government shedding off this responsibility to priva.te sector and 
1 

• 1 

-subnational governments. Subnational governments need to be involved especially at the micro

level, and a surer way to ~chieve this is through the special fund, which is fitst line charge. 

Subnational governments' lack of responsiveness in policy formulation and iruplementation as 

shown in the 2005 benchmarking results and the propensity of private investors to go to more 

developed regions can therefore be tackled. 2.5% of the distribÙtable amount in the FA shoulcl be 
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1 .• 

put aside for the purpose of development financing; The amount set aside for this ~urpose ·should 
1 

be injected through both public controlled financial institutions like NACRDB, Nigeria Export 

Import Bank (MEXIM), SMEDAN and Bank of Industry, and as guaranteed or subsidized loans 

in private commercial banks. Particular attention should be paid to more rural areas by setting 

aside part of the fund for MFBs in the MDF. 

The resources needed for the diversification of the economy can also came from this 

fund. Already the federal government has initiated special programmes for the agricultural and 

ailing textile sectors, with W50 billion and W70 billion pledged as support for the ~gricultural and 

textile subsectors respectively. The same intervention can help boost the solid lmineral sector 

especially small and medium scale mining and refining activities. Whereas the intervention in 
1 

the agricultural and textile subsectors are in the right direction, the same rea~ons that made 
1 

private commercial banks' loans inaccessible to the real sector of the economy wollld most likely 

impede the success of any intervention made through largely commercial banks. These banks 

have propensity of financing lucrative quick-money and low risk investments to the detriment of 

sectors that have bath forward and backward linkages. Thus the special fund can be used to 

augment private sector by guaranteeing or subsidizing loans into the sectors. 

1 

Apart from the statutorily allocated revenues, which are formula-base;d transfers by 

1 

defaùlt, the federal government needs to re-invent a more robust grant system t~at will trigger 

competition among subnational govemments without necessarily putting those tgions that are 

backward at the disadvantage. The traditional discretionary 'grant' imbedded in hnnual budgets 
1 

are more of 'federal gif1s', used as a tool for generating political capital. However; greater part of 

budgeted expenditure of the federal government can be tied to certain conditions which woulcl 

Gncournge subnulional governrncnls to contribute the rcsourccs· lowarcls achicving nnlionul 

development priorities and at the same time discharging their responsibilities. Each feclernl 
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ministry should be mandated to identify areas of federal intervention or partnbrship between 
' . 1 . 

federal and state governmeüts. The NPC and national couricils on various sectqirs should then 
1 
1 • 

fashion out ( conditional matching) grants in the core public service sectors-edtcation, health, 
1 

1 

and water-arid economic regeneration sectors- agriculture, tourism, solid minerals, commerce 

and industries. A well-designed grant system will, among other things, improve the capacity of 

subnational governments. in policy formulation, encourage subantional governments to align 

their policies in line with national development goals, increase accountability of subnational 

governments in spending· public fonds, improve the quality of public services and enhance more 

balanced development. 

Table 29: Suggested Vertical Revenue Allocation Formula 

Level of Government Current Formula Suggested ~ormula 
' 1 . 

1 

Federal 54.68 40.5 
1 

1. 
1 

1 

States 24.72 28 
'. 

Local Governments 20.60 22 

Special Funds - 9.5 

rci - 1.0 

Economie Stabilization (including - 2.0 
safety nets and subsidies) 

General Ecology 
- 3.0 

Research and Development 
- 1.0 

Development Financing 
- 2.5 

' 
1 

Total 100 100 
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APPENDIX 

Table A: Minerais Found in 36 States and FCT 

s/no 
1 

1 Abia Clay, Granite And Coal 1 

1 

2 Adamawa Clay, Gypsum, Manganisite, Coal and Granite : 
1 

3 Akwa-Ibom Clay; Kaolin and Granite 1 

4 Anambra Clay, Kaolin, Granite and Coal : 
5 Bauchi Wolfomite, Ill-R, Considerate, Kaolin, Coal, Clay and Granite 

6 Bayelsa Clay and Granite 
7 Benue Barite, Clay, Coal, Limestone, Granite 
8 Borno Clay, Fluoride, Bentonite and Granite 
9 Cross River Barite, Lead, Tantalite, Zinc, Limestone, Clay and Granite 
10 Delta Clay, Silica, Coal and Granite 
11 Ebonyi Clay, Zinc, Granite and Limestone 
12 Edo Dolomite, GypsumJ Bitumen, Clay, Coal, Limestone and Granite 
13 Ekiti Clay, Mica, Tantalite, Kaolin, Quartzite, Talc and Granite 

-

14 Enugu Clay, Iron-Ore, Coal and Granite 
15 Gombe Gypsum, Clay, Limestone and Granite 

16 Imo Clay, Kaolin, Granite and Coal : 

17 Jigawa Clay, Granite and Silica 1 

18 Kaduna Clay, Wolformite, Kyanite, Gold, Cdnsiderate, Iron-Ore, Bismuth, Talc, 
1
Granite and Il-

R ! i 

19 Kano Clay, Wolformite, Silver, Considerate, Granite and Silica -
1 

20 Katsina Clay, Kaolin, Manganese and Granite 1 
1 

21 Kebbi Clay, Gold, Kaolin, Manganisite, Manganese and Granite 
1 

22 Kogi Fluoride, Dolomite, Gold, Mica, Iron-Ore, Bentonite, Kaolin, Marble, Coal, Quartzite, 
Limestone, Clay, Talc and Granite ! 

23 Kwara Clay, Dolomite, Gold, Mica, Coal, Quartzite, Granite and Tantalite 
24 Lagos Clay, Bitumen, Silica and Granite 
25 Nasarawa Clay, Barite, Mica, Tantalite, Iron-Ore, Marble, Granite and Lithium 

' 
26 Niger Clay, Wolformite, Kyaite, Gold, Grnaite and Talc 
27 Ogun Clay, Feldspar, Phosphate, Gypsum, Bitumen, Limestone a11d Granite 

28 Ondo Clay, Silica, Bitumen, Bentonite, Kaolin, coal and Granite 

29 Osun Clay, Feldspar, Gold, Considerate, tantalite and Granite 
30 Oyo Clay, Granite, Dolomite, Mica, Marble and Quartzite 

3 l 'Plateau Clay, II-R, Considerate, Lead, Molybdenum, coal, Zinc, Granite and Kaolin 
32 Rivers Clay, Granite and Kaolin 

33 Sokoto Clay, Phosphate, Gypsum, Granite and Limestone 

34 Taraba Clay, Barite; Fluorite, Quartzite and Granite .. 
35 Yobe Clay, Diamante, Gypsum, Talc and Granite : 

36 Zamfara . Clay, Barite, Lead, Gold, Manganese and Granite· 1 

' 
37 FCT, Abuja Clay, Dolomite, Lead, Marble, Zinc and Granite. 1 

1 

Source: Federal Ministry of Finance (www.msmd.gov.ng) 

' 

CODESRIA
 - L

IB
RARY



1 

1 

r 
1 

:"l 

' ,:, 

] 
1 

' ,, 
l 

:1 

\· 

1 

118 

Table B: Population and Annual Exponential Growth of States and FCT (2006) 
1 

s/no Population Annual Exponential Grotth 
. rate i 

1 Abia 2,833,999 2.7 1 

' 
2 Adamawa 3,168,101. 2.9 

1 

3 Akwa-Ibom 3,920,208 3.4 
1 

4 Anambra 4,182,032 2.8 ! 

5 Bauchi 4,676,465 3.4 

6 Bayelsa 1,703,358 2.9 

7 Benue 4,219,244 3.0 

8 Borna 4,151,193 3.4 

9 Cross River 2,888,966 2.9 
10 Delta 4,098,391 3.2 

11 Ebonyi 2, 173,50 I 2.8 
12 Edo 3,218,332 2.7 

13 Ekiti 2,384,212 3.1 

14 Enugu 3,257,298 3.0 
15 Gombe 2,353,879 3.2 

16 lmo 3,934,899 3.2 

17 Jigawa 4,348,649 2.9 
' 

18 Kaduna 6,066,562 3.0 

19 Kano 9,383,682 3.3 

20 Katsina 5,792,578 3.0 

21 Kebbi 3,238,628 3.1 

22 Kogi 3,278,487 .3.0 · 

23 Kwara 2,371,089 3.0 

24 Lagos 9,013,534 3.2 

25 Nasarawa 1,863,275 3.0 

26 Niger 3,950,249 3.4 
27 Ogun 3,728,098 3.3 

28 Ondo 3,441,024 3.0 

29 Osun 3,423,536 3.2 

30 Oyo 5,591,589 3.4 

31 Plateau 3,178,712 2.7 
32 Rivers 5,185,400 3.4 
.,., 

Sokoto 3,696,999 3.0 .).) 

34 Taraba 2,300,736 2.9 

35 Yobe 2,321,591 3.5 

36 Zarnfara 3,259,846 3.2 i 
37 FCT, Abuja 1,405,201 9.3 i 

Total 140,003,542 3.2 
1 

Source: National Population Commission 
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: Federahon Account A location to the 3 6 States and Abuia between June 1999 and May 2007 
S/NO. STATE ALLOCATION 1 

1. Rivers 621,996,274,440.22 i 

2. Delta 561,421,465,722.84 : 1 

3 Awka lbom 495,266,604,843.58. 1 i 
4. Bayelsa 452,260,540,942.94. : i 
5. Kano 370,935,172,516.81 1 

6. Lagos 331,928,495,035.61 1 

1 

7. Katsina 280,544,163,809.26 1 

8. Oyo 263,298,045,707.53 
9. Ondo 257,395,751,810.07 1 

10. Kaduna 256,110,734,255.77 
11. Borno 242,143,511,536.62 
12. Niger 237,369,691,547.30 
13. Imo 231,384,556,606. I 0 
14 Bauchi 227,082,096,536.85 
15. Jigawa 225,625,079,684. l 3. 
16. Benue 221,639,773,288.79 
17. Sokoto 214,300,345,320.76 
18. Osun 210,051,538,274.76 
19. Adamawa 200,358,588,269. l 6 
20 Edo 196,650,837,309.93 
21 Kebbi 196,139,911,137.47 
22. Ogun 195,378,106,884.06 1 

23 Kogi 195,125,198,336.31 1 

24. FCT 193,027,632,752.09 i 
1 

25. Cross River 190,394,175,888.13 1 

26. Anambra 183,439,623,354.30 1 

27. Zamfara 182,989,541,536.86 i 
28 Abia 180,913,356,049.45 

1 

1 

29. Yobe 177,230,732,544.09 1 

30. Tarnba l 76,332,044,844.11 
31. Enugu 172,943,975,753.31 
32. Kwara 165,588,098,911.35 
33. Plateau 155,194,I00,965.61 · 
34. Ekiti l 52,866,276,435.50 
35. Ebonyi [49,606,220,047.59 
36. Gambe 146,500,259,934. l 0 
37. Nasarawa 145.006, 177,121.79 ., 

TOTAL 9,056,438,699,855.15 

Source: Federal Ministry of Finance (Vanguard June 18, 2007, p.!). CODESRIA
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Table D: Local Governments and Federal Constituencies in States and FCT 

No. of Local Govt. No. of Federal Constituencies 

Abia 17 8 
Adamawa 21 8 

Akwa-lbom 31 10 

Anambra 21 1 I 
Bauchi 20 12 
Baye Isa 8 5 
Benue 23 11 

Borno 27 10 

Cross River 18 8 

Delta 25 10 

Ebonyi 13 6 
Edo 18 9 

Ekiti 16 6 
1 

Enugu 17 8 

Gombe 1 I 6 

Imo 22 10 

Jigawa 27 11 

Kaduna 23 16 

Kano 44 24 
Katsina 34 I 5 

Kebbi 21 8 

Kogi 21 9 

Kwara 16 6 

Lagos 20 24 

Nasarawa 13 5 
1 

Niger 25 10 ! 
Ogun 20 9 1 

1 

Ondo 18 9 ' 

Osun 
' 

30 9 
1 

Oyo· r 33 14 1 
1 

Plateau 17 8 1 

Rivers 23 [3 1 

Sokoto 23 J 1 
Taraba 16 6 

Yobe 17 6 

Zamfara 14 7 

FCT, Abuja 6 2 

Total 774 360 
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Table .E: Branches of Selected Commercial Banks 

s/no I State Number of Branches 

FBN PLC I UBA I UBN I ZB PLC I GTB \ !TB I WB I UB 
PLC PLC PLC PLC PLC PLC 

1 

2 

3 

Abia 
Adamawa 

:

1 

1

~

1 li: 1~ 1: 1: li 1: 1 Akwa-lbom 1 11 10 

4 1 Anambra 1 17 19 11 14 13 110 Il 13 
5 1 Bauchi 1 7 6 6 Il II Il Il 14 

6 1 Bayelsa 1 2 4 1 I 1 1 1 1 2 

7 1 Benue 1 6 8 10 Il Il 12 1 : 6 

8 1 Borna 1 4 9 8 I 1 I 1 I 2 1 6 
9 1 Cross River 1 5 4 4 I 1 I 1 1 2 1 i 
10 1 Delta 1 13 18 11 144 12 15 1 1 9 

11 1 Ebonyi 1 3 3 3 1 1 1 1 1 1 · - 1 

12 1 Edo 1 16 19 7 1 6 1 1 1 5 2· 6 

!3 I Ekiti I 9 4 3 I 1 I I I 1 61 
1 2 

14 1 Enugu 1 10 14 9 I 2 I I I 5 
15 1 Gambe 1 2 3 8 1 1 1 r 1 1 3 

16 1 lmo 1 8 7 7 1 I 1 1 1 2 I . 

17 1 Jigawa 1 2 ,,.,.~::"::--r_ry..___ ,. l..'è.\_~h, ' 3 2 1 1 1 1 

118 1 Kaduna 10 
19 Kano 8 

,l'f.",'\ ""==ni ' #' . , ·!0··' • ..--.. i gv , 
)./2:~::___/_ ....... ~. 10 1 3 I 2 12 3 

13 7 1 2 I 2 S l v·1·}/i1 [ 20~--"' -~ J...:;p; (~ J \ ~ ~ 

2 f ;;.,~ fi 1 ,r,$~1.''5 \ ~ 20 1 Katsina 1 3 8 5 1 I I 1 

21 1 Kebbi 1 4 -- ~, - ··~--.}· 1 4 ) 0 ~( f'J,"' ::, 
'a ·- - ~~ ~. 

4 7 1 1 1 I 

22 Kogi 1 \ ~}J -~ 1 6 /~~) 8 4 s 
23 Kwara 3 ,r"~+:i,.-~'/ 5 5 6 

24 Lagos 70 98 56 58 36 73 ~Yfl\<1);,' 

25 Nasarawa 1 . 3 2 2 1 i / 4 
26 Niger 8 11 7 2 . ! 1 7 

27 Ogun 
7 1201 1 1 
3 9 1 

4 6 2 8 

28 Ondo 4 10 9 8 

29 Osun 10 8 7 4 1 111 
30 Oyo 16 12 12 3 2 6 1 141 2 

31 Plateau 9 10 7 2 1 1 1 6 
32 Rivers 13 20 9 5 2 8 1 2 . 9 

33 Sokoto 4 6 2 1 1 1 9 

34 Taraba 6 6 6 2 

35 Yobe 5 6 2 3 

36 Zamfara 6 4 2 

37 FCT, Abuja 13 15 4 6 3 7 4 21 

Total 355 408 285 127 84 i78 132 210 

Source: CBN (Working Document) 
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Table F: Consolidated Manpower Statistics {GL. 01-17) in Core Federal Civil Service am6ngst States and 
FCT for Years 2001-2005 ' 

s/no STATES 2001 NO. 2002 NO. 2003 NO. 2004 NO. 2005 NO. 

1 Abia 3.4% 3.6% 3.5% 3.5% 3.5% 
2 Adamawa 2.4% 2.2% 2.2% 2.3% 2.2% 

3 Akwa-Ibom 5.1% 5.2% ,J.8% 4.9% 5.2%' 

4 Anambra 2.8% 2.9% 3.2% 3.1% 3.5% 

5 Bauchi 1.5% 1.6% 1.8% 1.7% 1.6% 

6 Baye Isa 0.7% 0.7% 0.9% 0.9% 1.0% 

7 Benue 4.0% 3.9% 3.7% 3.9% 4.0% 

8 Borno 2.1% 2.0% 3.2% 2.2% 2.0% 

9 Cross River 2.9% 2.9% 2.7% 2.8% 2.8% 

10 Delta 5.4% 5,4% 5.0% 4.9% 5.0% 

11 . Ebonyi 0.6% 0.6% 0.8% 0.8% 0.7% 

12 Edo 5.3% 5.1% 4.5% 4.8% i 4.8% 

13 Ekiti 2.2% 2.3% 2.5% 2.6% ! 2.5% 

14 Enugu 2.7% 2.7% 2.6% 2.8% 
1 

2.7% 

15 Gombe 1.2% 1.2% 1.3% 1.4% 1 1.2% 
1 

16 Imo 6.5% 6.6% 6.0% 6.3% 
1 

6.4% 1 

1 

17 Jigawa 0.7% 0.7% 0.9% 0.8% 1 0.8% 
1 

18 Kaduna 3.7% 3.7% 3.6% 3.6% 3.5% 

19 Kano 2.1% 2.0% 2.1% 2.0% ' 1.9% 

20 Katsina 1.7% 1.8% 2.0% 1.9% 2.0% 

21 Kebbi 1.1% 1.0% 1.3% 1.3% 1.3% 

22 Kogi 4.8% 5.0% 4.8% 5.0% 5.1% 

23 Kwara 2.7% 2.6% 2.7% 2.7% 2.7% 

24 Lagos 3.4% 3.4% 3.1% 3.0% 3.0% 

25 Nasarawa 1.3% 1.6% 1.7% 1.6% 1.6% 

26 Niger 2.1% 2;}% 2.4% 2.4% 2.6% 

27 Ogun 7.0% 7.0% 6.5% 6.3% 6.3% 

28 Ondo 4.4% 4.2% 3.8% 3.7% 3.7% 

29 Osun 3.6% 3.5% 3.5% 3.5% 3.5% 

30 Oyo 4.1% 3.7% 3.7% 3.6% 3.6% 

31 Plateau 2.8% 2.8% 2.8% 2.7% ' 2.6% 
' 

32 Rivers 2.0% 2.0% 2.1% 2.1% 
1 

, 2.1% 

33 Sokoto 0.8% 0.8% 1.1% 1.0% 
1 

0.8% 

34 Taraba 1.3%, 1.2% 1.4% 1.4% ' 1.3% 1 

35 Yobe 0.8% 0.8% 1.1% 1.0% 
1 

0.9% 

36 Zamfara 0.5% 0.5% 0.7% 0.6% 0.6% 

37 FCT, Abuja 0.5% 0.6% 0.8% 0.7% 0.9% 

Allen 0.0% 0.0% 0.0% 0.0% 0.0% 

Total 133,992 129,502 220,263 213,368 145,195 

Source: Federal Character Commission 
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Table G: Utilization of ACGSF (2003-2006) 

State 2003 2004 2005 

No. Of Amouiit No. Of Amount No. Of Amount 
Projects (Nm) 1 Projects (Nm) Pro_jects (Nm) 

Abia 234 9,103.00 327 16,009.00 263 17,345.00 
Adamawa 375 51,825.00 1009 148,840.00 1097 217,220.00 

Akwa- 616 60,270.00 560 57,446.00 519 73,080.00 
Ibom 
Anambra 238 19,695.00 100 12,420.00 324 43,785.00 
Bauchi 357 20,626.00 956 36,721.00 578 81,845.00 

Bayelsa - - - - 98 12,740.00 
Benue 2885 69,445.00 2538 86,517.00 2100 99,839.00 

Borno 1180 37,515.00 1736 67,373.00 2338 78,108.00 

Cross 489 41,150.00 574 59,559.00 720 80,300.00 
River 
Delta 54 1,870.00 39 1,500.00 128 17,430.00 

Ebonyi 190 14,525.00 122 12,765.00 229 33,620.00 
Edo 116 10,415.00 211 22,370.00 741 . 90,568.00 

Ekiti 384 23,028.00 ~89 33,495.00 242 40,870.00 

Enugu 337 27,640.00 236 40,975.00 563 70,440.00 
Gombe 146 21,895.00 153. 28,101.00 286 82,800.00 

Imo 367 15,059.80 533 27,245.00 325 59,460.00 
Jigawa 655 48,504.00 1370 80,175.00 4688 201,620.00 

Kaduna 336 19,417.00 648 55,426.00 807 58,137.30 

Kano 1320 63,670.00 1840 89,323.00 1404 77,875.50 
Katsina 2548 52,970.00 4233 163,491.40 8094 268,454.10 

Kebbi 1154 36,567.00 2854 l 05,985.00 2226 93,634.30 

Kogi 883 46,610.00 1880 116,597.00 1972 l 04,69J..OO 

Kwara 1232 65,505.00 2238 112,598.00 3729 271,413.00 

Lagos 592 52,132.00 382 63,110.00 804 101,216.00 
Nasarawa 953 22,624.00 1325 47,798.00 610 37,430.00 

Niger 803 53,822.90 1978 124,859.00 1754 92,539.00 
Ogun 402 37,365:oo 484 73,015.00 570 82,963.00 

Ondo 492 31,585.00 436 48,428.00 812 78,675.00 

Osim 252 13,350.00 105 18,290.00 452 50,041.50 

Oyo 553 43,743.00 593 71,731.00 667 97,610.00 

"Plateau 623 26,905.00 726 41,830.00 1228 62,455.00 
Rivers 292 19,530.00 35 2,035.00 726 · 58,560.00 

Sokoto 749 18,835.00 2034 73,265.00 2127 78,692.00 

Taraba 788 43,265.00 793 64,510.00 1202 81,950.00 
Yobe 835 23,360.00 400 16,922.30 369 18,534.30 

Zamfara 874 22,138.00 372 15,185.00 343 11,53;2.50 

FCT, - - 1126 48,755.00 103 9,345.00 
Abuja 
Total 24,308 1,184,480.40 35035 2,083,744.70 46236 3,046,738.50 

Source: CBN (www.cenbank.org) 

2006 

No. Of Amount 
Projects (Wm) 
487 81,500.00 
1957 376,875.00 

218 58,185.00 

533 85,185.00 

1573 136,756.00 

131 22,110.00 

3284 189,780.00 

2449 147,805.00 

10l9 124,385.00 

i 
311 3,660.00 

204 33,695.00 
176 25,375.00 

1 

206 22,910.00 
1 

4q 71,150.00 
2644 106,378.00 

766 100,378.00 

4883 222,718.00 

373 91,625.00 

1818 88,239.50 

5401 224,191.00 

4018 203,248.21 

3388 190,092.50 

2519 219,756.00 

728 116,60.00 
1099 67,320.00 

1254 88,031.28 

865 167,282.00 

738 96,800.00 

477 58,660.00 

806 137,290.00 
1 

73~ 73,185.00 

854 67,470.00 

2q6 90,795.00 

12~2 163,168.00 

487 30,864.50 

3686 227,018.84 
1 

487 81,500.00 

54,032 4,263,080.30 
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s/no 

1 Abia 
2 Adamawa 

3 Akwa-Ibom 

4 Anambra 
5 Bauchi 

6 Baye!sa 

7 Benue 

8 Borno 

9 Cross River 

10 Delta 

11 Ebonyi 
12 Edo 

13 Ekiti 

14 Enugu 

15 Gombe 

16 Imo 

17 Jigawa 

18 Kaduna 

19 Kano 

20 Katsina 

21 Kebbi 
22 Kogi 

23 Kwara 

24 Lagos 

25 Nasarawa 

26 Niger 
27 Ogun 

28 Ondo 

29 Osun 
30 Oyo 

31 Plateau 
32 Rivers 

Sokoto 

34 Taraba 

35 Yobe 

36 Zamfara 

37 FCT, Abuja 
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1 

Table H: Utilization of SMElEIS Fund by State as at December 200~ 
. : ! 

Number of projects Amount Accessed Percentage of (otal 
Amount 1 

6 523,000.000.00 3.07 1 

45,000,000.00 0.26 

4 334,759,775.98 1.96 

68,400,000.00 0.40 

30,000,000.00 0.18 

5 3,092,455,906.55 18.15 

4 , 235,190,000.00 1.38 

6 430,034,874.00 2.52 

2 57,600,000.00 0.34 

2 117,994,000.00 0.69 

2 214,938,994.39 1.26 

5 156,000,000.00 0.92 i 
5 323,898,346.00 1.90 

15,440,000.00 0.09' 

140 . 7,813,783,393.90 45.86 

102,000,000.00 0.60 

20 1,499,223,853.94 8.80 

3 157,700,000.00 0.93 

80,000,000.00 0.47 

12 356,230,000.00 2.09 

2 54,267,029.00 0.32 

8 997,964, 181.11 5.86 

27,665,000.00 0.16 

50,000,000.00 0.29 

4 255,000,000.00 1.50 

248 17,038,945,355.11 100 

Source: CBN (www.cenbank.org) 
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Table I: Poverty Incidence By State (1996, 2004) 

S/NO I STATE 1996 . , 2004 1 

Abia 56.2 22.27 : 
2 Adamawa 65.5 71.73 
3 Akwa lbom 66.9 34.82 
4 Anambra 51.0 20.11 
5 Bauchi 83.5 86.29 
6 Bayelsa 44.3 19.98 
7 Benue 64.2 55.33 
8 Borno 66.9 53.63 
9 Cross River 66.9 41.61 
10 Delta 56.1 45.35 
11 Ebon1i 51.0 43.33 
12 Edo 56.1 33.09 
13 Ekiti 71.6 42.27 
14 Enugu 51.0 31.12 
15 Gombe · 83.5 .77.01 
16 lmo 56.2 27.39 1 

17 Jigawa 71.0 95.07 _: 
18 Kaduna 67.7 50.24. 
19 Kano 71.0 61.29 
20 Katsina 77.7 "

1 71.0§_ 1 

21 Kebbi 83.6 89.65 1 

22 Kogi 75.5 88.55 1 

23 Kwara 75.5 85.22 i 
24 Lagos 53.0 63.58 1 

25 Nassarawa 62.7 61.59 , 
26 Niger 52.2 63.90 
27 Ogun 69.9 31.73 
28 Ondo 71.6 42.14 
29 Osun 58.7 32.35 
30 Oyo 58.7 24.08 
31 Plateau 62.7 60.37 
32 Rivers 44.3 29.09 
33 Sokoto 83.9 76.81 
34 Taraba 65.5 62.15 
35 Yobe 66.9 83.25 
36 Zamfara 83.9 80.93 
37 FCT .53.0 43.32 

Nigeria 65.6 54.4 
Source: Poverty Profile 2004 (NBS) 
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S/NO 
1 Abia 
2 Adamawa 

3 Akwa-Ibom 

4 Anambra 

5 Bauchi 

6 Bayelsa 

7 Benue 

8 Borno 

9 Cross River 
JO Delta 

11 Ebonyi 
12 Edo 

13 Ekiti 

14 Enugu 

15 Gombe 

16 Jmo 
17 Jigawa 

18 Kaduna 

19 Kano 
20 Katsina 

21 Kebbi 

22 Kogi 

23 Kwara 

24 Lagos 

25 Nasarawa '. 

26 Niger 

27 Ogun 

28 Oncto· 

29 Osun 
30 Oyo 

31 Plateaµ 

32 Rivers 

33 Sokoto 

34 Taraba 
35 Yobe 

36 Zamfara 

Total 
Source: JAMB (www.jambng.org) 
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Table J: Admission into University by States 

2003 2004 
6664 6054 
624 1458 
4128 8136 
10525 9967 
394 536 
4366 4191 
2604 3688 
888 922 
1952 2412 
6717 9514 
3377 3516 
6665 5100 
1662 3012 
7997 5986 
267 485 
14764 15503 

.. 44 209 
298 1489 
13.9 1307 
117 522 
302 501 
3318 4745 
1776 2292 

2640 4141 
387 1087 
173 596 
4704 4506 
4169 5214 
3197 3389 
2301 2639 
449 853 
7032 4905 
291 728 
198 601 
221 284 
190 383 
105144 122401 
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