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Operations of State Joint Local Governments
Accounts Arrangements in Nigeria: An
Empirical Study

Bolanle Waliu Shiyanbade

Abstract- The Constitution of the Federal Republic of Nigeria
1999, as amended, contains some provisions for the state
joint local government accounts between the state and local
governments alike. The issue of state joint local government
accounts has been a thorny concern in local-state government
relationship in the fourth republic. This situation also brought
to the fore the question of local government autonomy. The
experience with many Local Government Areas was that their
states starve them of the statutory grants, and in the process
denying them the opportunity of rendering essential services
as required. The study engaged in Cooperative Federalism.
Franklin D. Roosevelt was the proponent of Cooperative
Federalism Theory in the early part of 1930s and
acknowledges a need for cooperation between all levels of
governments. The study utilized both primary and secondary
sources of data. Data gathered were analyzed using
descriptive and content analysis.The study revealed that
principles guiding the operations of state joint local
government accounts were needed to be stricily followed in
allocating revenue to the local governments in order to ensure
effective delivery of service at the grassroots. The authors
concluded that it's very necessary for the local government
managers to ensure ftransparency and accountability in
governance in order to enhancement rural infrastructures like
the construction and maintenance of rural roads, markets,
schools, health centres, etc to the people at the grassroots in
Southwestern Nigeria.

Keywords: democratic; development; finance; good
governance, local government, state government; state
joint local government accounts.

I. [NTRODUCTION

public finance. It deals with the generation of

revenue, expenditure and utilization of financial
resources in order to bring the impact of government
closer to the people at the grassroots. Put differently,
finance is essential in enabling local governments
transform the lives of the rural dwellers through the
provision of social service and rural infrastructures like
the construction and maintenance of rural roads,
markets, schools, health centres etc. Despite the fact
that the funding of local governments in Nigeria is
an important aspect of fiscal federalism and
intergovernmental relations, it has suffered setbacks,

‘ ocal government finance is one of the aspects of
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thus, circumventing development at the grassroots. This
ugly trend is usually associated with or provoked by
certain underlying factors like overdependence on
statutory allocations from the Federation Account,
corruption, tax evasion from citizens at the grassroots,
creation of non-viable local government councils in
terms of the capacity to generate finance internally and
effectively utilize it for development purposes, and lack
of financial autonomy.

The introduction of State Joint Local
Governments’ Account implies that the revenue
allocated to the Local Governments Areas (LGAs) of a
state from the Federation Account should be pooled
together and shared among the LGAs. Local
governments are the third tiers administrative structure
created in Nigeria to decentralize governance, bring
government closer to the people at the grassroots and
render social service (Agba, Ogwu & Chukwurah, 2013).
All of these are pivotal in engendering national
development. Thus, they are said to be in a vantage
position to aggregate and articulate the needs of the
majority of Nigerians and facilitate rural development
through the application of needed financial and human
resources in their operations.

Thus, Ojugbeli and James, (2014), tandem with
Asaju, (2010) that:

The issue of state joint local government accounts has
been a thorny concern in local-state government
relationship in the fourth republic. This situation also
brought to the fore the question of local government
autonomy. The experience with many Local
Government Areas was that their states starve them of
the statutory grants, and in the process denying them
the opportunity of rendering essential services as
required.

The submission is corroborated by the fact that
State Governments have compounded the financial
problem of local governments by failing to pass on to
local governments the federal allocation that has been
passed through them as provided for by section 149 (5)
of the 1979 constitution of the Federal Republic of
Nigeria. In addition to “diversion” of local government
funds, state governments have also failed to contribute
their own share to the local governments as required by
section 149(6) of the same constitution (Aghayere,
1997).
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In other words, various strategies and
approaches have been adopted or used by government
for the purpose of good governance, and in their efforts
at distributing government resources to reach the
people at the grassroots and the process of
disbursement of the accruable funds, as allocated from
the Federation Account. In this respect, beneficiaries at
local councils more often get grossly as some state
governments deduct certain percentage before the
release of the balance to their local councils. Others
simply hold on at will while the local government which
is statutorily established is continually being saddled
with financially responsibility by the federal and state
governments but with limited autonomy (Ahmed, 2015).

Joint account between state and local
government in Nigeria has created a lot of crisis in the
development of local area with the frequent deduction
and misappropriation of local government fund by the
state. This is because the federal government was
statutorily obliged to pass allocation for the local
government units to the supervising state government
for distribution to them, whereas most of the state
governments often misappropriated the allocation for
their respective local councils. Also, the amount which a
local government can spend on a particular project is
regulated and monitored by the state government
(Ojugbeli & James, 2014). Some of the Governors see
local government as an extension of their political and
administrative  domain. The financial transaction
(budget) of local governments must be approved by the
House of Assembly which still lies within the purview of
the state parliament.

The introduction and the subsequent
implementation of the state joint local government
account system in Nigeria following the restoration of
civil rule in 1999 had largely constituted and generated a
lot of controversies in the polity, such as the allegation
of indiscriminate deductions from the statutory allocation
of the local government by the state government and its
concomitant effect on local councils service delivery to
the grassroots. All these had in the main painted an
ugly, hideous and parlous picture of the system of
financial administration as it affects the local council’s
administration in Nigeria. Nigeria’s fiscal federalism
structure involves the allocation of expenditure and tax-
raising powers among the three tiers of government.
That is, it deals with financial relationship between and
among existing tiers of governments. Fundamentally, it
deals with the system of transfers of grants and the
federal government shares its revenue with the state and
local governments. Nigeria has embraced this system of
transfers over the years.

Since the majority of the local councils lack the
capacity to raise Internally Generated Revenue (IGR) to
a reasonable level, it has to depend upon the federal
allocation for her performance. The inability of the
councils therefore to generate revenue meant for its
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continued functions and operations had largely
contributed to its total reliance and dependence upon
the federal statutory allocation to remain relevant as a
tier of government in the Nigeria federal system. For
effective performance, the local government will not only
be assigned functions, but fund enough to enhance its
service delivery to the clientele. The lack of adequate
fund affects the operation of the local councils,
invariably painting a very ugly picture of the system. This
is probably why Nwaka (2006:20) argued that:

The provision of 20% for local governments in the
revenue allocation formula of the federation’s account
remains a tragic reminder of the lack of political will to
appropriately address the problem of local
representations and effective delivery of services. As
the government that has the most direct and
immediate impact on the people, it stands to reason
that adequate funding should ordinarily be
guaranteed for this tier of government. Many local
governments are rural based and naturally has limited
capacity for internally generated revenue. It is
expected that local government should actually be the
engine of growth for local economics but regrettably
the hegemonic central of the revenue from the
federation account by the state government and the
federal government is not indicative of a genuine
desire to strengthen the local government to meet the
high expectation of the mass of the people.

The argument above supports adequate
funding for the local government, which is a positive
step towards improving the financial base of the local
councils in the federation. Onah (2004) observed that
“the local governments are heavily deprived of funds
which they could use in development pursuit is no
longer news. The skewed administration of the state
joint local government accounts in favour of the state
totally explains the deprivation. The local government
due of the federal allocation is tampered with by the
state, and in some states, the revenue-yielding
resources are also taken over by the state”.

Ojugbeli and James (2014) argued that the
issue of joint account had facilitated all manner of
deductions from council allocation. Consequently, this
brings inefficiency to the local government system,
obstructs local governments from taking quick
decisions, and disallows them from embarking on useful
projects as well as rescuing mission of any epidemic
diseases which might break out in their areas (Lamidi &
Fagbohun, 2013). Joint account system as a financial
policy of the local government was given birth to in the
1979 Constitution following the nationwide local
government reforms of 1976. The system was
subsequently abolished in 1989 by the General lbrahim
Babangida administration due to its wrong
implementation by the state governments. It later in
1999, following the restoration of civil rule in Nigeria,



finds its way back into the constitution. The
implementation became problematic as various hawks,
i.e., state governments turned it into a money-making
venture. This attitude, therefore, became pathological as
local government productivity and performance were
negatively affected.

Adeyemi (2013) observed that the essence of
creating local government is to provide services using
human and financial resources at its disposal to
facilitate development at the grassroots. Similarly,
coupled with the fact that local governments are
financially autonomous, there is nothing like trespass
from their higher governments as it is the case with
Nigerian local governments (Onah, 2004). This makes
local governments in advanced nations of the world to
be buoyant and discharge their statutory functions with
zeal. Whereas in Nigeria, the local government councils
are being enslaved by the state governments (Ahmed,
2015).

[1. STATEMENT OF THE PROBLEM

The intergovernmental fiscal relations between
the states and local governments in Nigeria have
undoubtedly generated controversies bordering on the
cardinal principle of federalism, which include fairness,
equity and fiscal autonomy. However, in spite of the
various numerous on intergovernmental relations,
appreciable level of attention has not been paid to the
fiscal relationship between states and local government
councils in Nigeria. Local government councils being the
nearest to the people at the grassroots are expected,
ipso-facto, to be the most import platform for service
delivery. This crucial task, therefore, requires adequate
funding and fiscal autonomy, which is largely absent in
the prevailing intergovernmental arrangement in Nigeria.

In many ways, state joint local government
accounts have hindered the responsiveness of
successive governments in Nigeria most especially at
the local level. This is because of the tendency of the
state government to interfere in the appropriation and
execution of projects and programmes of the local
government through the operation of joint account. This
has resulted in poor service delivery at the local
government as well as the failure of the state
government to provide and improve basic amenities for
the people within the state. The 1976Local Government
Reforms stipulated that there should be state joint local
government accounts in order for the state government
to have access to the financial activities of the local
government and to ensure the resources available for
the local government for provision of infrastructural
facilities are adequately and equitably distributed,
thereby curing the developmental challenges in multiple
proportion to reduce, curb and promote responsive
governance in concrete term.

The articulation of all the financial problems of
the local government precipitated the idea of having a

joint account system for the Unified Local Government
System in Nigeria under the supervision of the state
government.  Successive governments in  Nigeria
embarked on various amendments for the constitutional
provision that legalizes the state and local government
Joint Allocation Account Committee (JAAC) which has
hindered the proper funding and autonomy for local
government in the country. Despite these, joint account
appears to be one of the major obstacles facing local
government as well as the issue of local government
autonomy. This study, therefore, intends to investigate
the operations of the state-local governments’ joint
account in the selected states and local governments in
Southwestern Nigeria. Though, there are interactions
between local government and other levels of
government in a federal system of government.
Unfortunately, this relationship has not been cordial
because local governments complain about undue
interference from state governments.

For the most part, the excessive control by the
state governments in the operation of the state joint
local government accounts have not provided healthy
development just as it also undermines democratic
principle of relationship between the local governments

and citizens. It also leads to inefficient public
administration  services and erodes the overall
interaction between the state and society. It also

promotes lack of respect, trust and tolerance of the local
governments in the entire country. The condition that
local government budget must be placed before the
state government and State Houses of Assembly gives
room for undue control of policies of the local
governments while most state governors appears to
administer local governments as extensions of their
executive domain.

The study examines the provision of the
constitution that established state joint local government
accounts and assesses the extents and effect of
overlapping of functions of the state and local
government on service delivery, (if any). The study also
investigates the constitutive effect of the state joint local
government accounts efforts at blocking loopholes that
can prevent dearth of resource available to government
at the grassroots for the provision of public goods.
Adeyemi (2013) has discussed various issues that
brought about conflict between local governments and
other levels of government, especially about issues
relating to fiscal control of local government funds, but
not much work has been carried out in providing
empirical solutions to how such relationships have
impacted on effective service delivery. This paper
therefore attempts to examine the operations of State
Joint Local Government Account (SJLGA) in the area of
service delivery focusing on the Southwestern part of
Nigeria.
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I11. RESEARCH HYPOTHESIS

The hypothesis formulated for the purpose of
this study is:

H,- The operation of state joint local government
accounts has no significant impact on transparency and
accountability in governance Southwestern Nigeria.

H,: The operation of state joint local government
accounts has significant impact on transparency and
accountability in governance Southwestern Nigeria.

IV.  METHODOLOGY

The study basically covers Osun State.
Multistage sampling techniques were employed for this
study. At the first stage, Osun State is categorized into
three Senatorial Districts i.e. Osun West Senatorial
Districts, Osun East Senatorial Districts and Osun
Central Senatorial Districts. At the second stage, one
Local Government Area (LGA) was selected from each
of the three senatorial districts using simple random
sampling technique, totaling three local governments.
The selection of these local governments is premised on
their geographical proximity to one another. In the third
stage, at the state level, the study was conducted in
selected ministries such as Finance, Works, and Local
Government; and other governmental departments like
Budget Office, Office of Auditor-General for Local
Governments, Local Government Service Commission,
and Office of Public Account Committee in the House of
Assembly. At the Local Government level, the study was
conducted in Finance, Administration and Works
Departments. The ministries, offices and departments
selected at the state and local government levels are
critical to service delivery and financial administration. In
the last stage, stratified random sampling techniques
were used to select staff on grade levels 09-11, 12-14
and 15-17 in state ministries and offices as well as in the
selected departments of the local governments. Data on
variables such as State/Local fiscal relations and the
attendant service delivery were sourced through
questionnaire administration.

V. CONCEPTUAL CLARIFICATIONS

a) Federalism

Wheare (1963) as quoted by Adeniji (2013)
opined that in a federated state, each level of
government should have sufficient resources to
prosecute its statutory functions without necessarily
resorting to meeting the other tiers of government for
assistance. The views were further expatiated thus:

If state authorities, for example, find that the services
allotted them are too expensive for them to perform,
and (hence) they call upon the federal authority for
grants and subsidiaries to assist them, they are no
longer co-ordinate with the federal government but
subordinate to it. It follows, therefore, that both state
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and federal authorities in a federation must be given
the power in the constitution, each to have access to
and control its own sulfficient financial resources. Each
must have a power to tax and borrow for the financing
of its own services by itself (Wheare, 1963).

Wheare (1963), who is regarded as the father
federalism sees it as the method of dividing powers so
that general and regional governments are each within a
sphere, co—ordinate and independent. He argued further
that is a system of government in which the
governmental functions and powers of the state are
shared between the federal government and the
constituent units — they are co-ordinate in powers.

In summary, Wheare submitted that there are
four basic attributes of federalism:

a) Clear—cut division of governmental powers and
responsibilities between levels of government;

b) Existence of a written Constitution spell-out clearly
the division and from which both the central and
other levels of government derive their powers and
authorities;

c) Independent judiciary to arbitrate in cases arising
from (a); and

d) A fiscal arrangement which embraces non-
subordination and independence of either level of
government among the federating units.

Smith defined federalism by placing emphasis
on division of power, limitation of such powers, diversity
and decentralisation of administration. In actual fact,
these features are pillars of true federalism. Morrison
(1979) viewed federalism as a political system in which
there are constitutionally and practically independent
levels of government which taken together constitute a
national political system and constitutionally, entrenched
system with at least two tiers of government, each of
which has elements of true autonomy from the other.
The governments at each level are primarily accountable
to their respective electorates.

In the views of Jinadu (1979), federalism was
conceived as a form of government that was purposely
designed to cope with the twin, but difficult task of
maintaining unity while at the same time preserving
diversity. According to Akinyemi (1979), federalism is
characterised by co—operation, negotiation and conflicts
among the diverse peoples in the federation. It
recognises the existence of multiple units of government
having concurrent jurisdiction, co-ordinate and
independent of one another— each tier of government
has the final say on matters within its own sphere of
authority. In a simple form, federalism implies a political
system in which sovereignty is statutorily shared
between and among the central government and the
constituent units.

Elazar (1981) stated that federalism is a generic
term for what may be referred to as self-rule or shared-
rule relationships. It is a system of government in which



there is division of powers between the federal
government and the other level(s) of governments. Here,
the federal government co-exists with other levels of
government and each holds a degree of independence.
It is a shared-rule because the entire administration is
not concentrated in the hands of only one government
but shared by all the federating units. In addition, it is a
self-rule because its administration is at the pace any
particular government desires and implements its
independent programmes without interference.

According to Inman (2007), the word ‘federal’
has come to represent any form of government that
brings together, in an alliance, constituent governments
each of which recognizes the legitimacy of an
overarching central government to make decisions on
some matters once exclusively the responsibility of
individual member states. As a multi-level governance
structure, federalism, through its decentralisation
attribute, creates opportunities for ‘separate self—
sustaining centres of power, prestige and profit’ with a
high likelihood of translating into sustainable
development. Essentially, the third tier of government in
particular is expected to bring the needed development
to the grassroots in the country.

b) Intergovernmental Relations (IGR’s)

The concept of intergovernmental relations has
its origin in the United States of America (USA) in the
1930s during the New Deal Era in which the central
government disagreed with Wheare’'s rigid dual
federalism as unworkable in meeting the welfare needs
of the citizenry. According to Wright (1980), the New
Deal spawned a large part of what is today known as
intergovernmental relations. The New Deal foundation
hinged on the Security Act of 1935 which promoted
IGR  activities. An  Advisory Commission  on
Intergovernmental Relations (ACIR) was formed in 1959
in the United States for the purpose of monitoring the
operations of the American federal system.

It is significant to note that the pattern of IGR
does not necessarily convey impression of cooperation,
acceptance, smoothness and cordiality of relationship
among different units of government but may as well be
hostile, confrontational, bitter and uncooperative
(Olugbemi, 1980 as cited in Shiyanbade, 2016).
Supporting this view, Omoleke (2000) argued that IGR
encompasses not only cooperation among the
constituent units of government but also recognises
conflict, rivalry and competition. By this assertion, it
follows, therefore, that the seeming conflict arising from
administrative and fiscal matters in the relationship is not
unexpected.

Intergovernmental relations is a complex
network of transactions among the constituent
governments of a federation and interacting units are
partners in a common venture even though they are not
equals. The relations are voluntary and of mutual benefit

to the parties involved but such relationships are marked
more by cooperation than by conflict more so that the
memorandum of understanding are jointly designed and
agreed upon.

Similarly, Adamolekun (1981 & 2002 as cited in
Shiyanbade, 2016), also refers to IGR as a term
commonly used to describe the interactions between
the different levels of government within the state. He
clarified further that such interactions among tiers of
government should operate within the principle that the
parties are coordinate and none is subordinate to the
other in the course of the operation of the relationship. In
addition, the parties involved should have independent
control of its financial resources to perform its exclusive
functions.  Notwithstanding pockets of conflicts
(administrative and fiscal) that characterise the
relationship, IGRs create avenues for the different levels
of government to cross—fertilise ideas and policies. The
interdependence exposes the governmental units to
effect amendments of certain decisions in the overall
interest of the governed.

Okali, et al. (2004) share the above views when
he referred to intergovernmental relations as the activity
of the different layers of government which cuts across
each other’'s domain of specified authorities and which
(they) interact cooperatively and conflictually to achieve
parochial and collective objectives of the division and
the general government. In addition, Aremu (1980) also
submitted that without prejudice to the legal division
of powers, it is not conterminous with operating
responsibilities as the levels of government
interpenetrate one another in many places and ways
(Omoleke, 2000).

However, it is amazing that there has never
existed any established or celebrated state-local or
national-local clash as regularly witnessed in national-
state relation. This is not to assume that frictions do not
exist among these tiers of government but essentially,
the third tier of government seems to be incapacitated
to challenge the authorities of the other upper levels of
government that have been conventionally and
constitutionally arranged above local governments in
Nigeria.

It is the consensus of opinion that if Nigeria is to
strike a healthy developmental balance at the local
government level, the relationship between the states
and local governments should be re-defined such that
full autonomy is granted. The continuous erosion of the
rights of local governments on the collection of certain
revenues is another area of friction in intergovernmental
relations in Nigeria. There have been complaints by
some local governments requesting the federal
government to allow the former to collect certain
revenue in line with the principle of true federalism. It is
this severe erosion of the fiscal autonomy of local
governments combined with other institutional and
structural problems that have continued to render local
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governments functionally impotent in the areas of
revenue generation and effective service delivery
(Schlachter, et al.2013as cited in Shiyanbade, 2016).

c) Intergovernmental Fiscal Relationsin Nigeria (IGFR’s)

Scholars and practitioners had at different times
expressed their views about the concepts of
intergovernmental fiscal relations. Finance is regarded
as the most vital policy issue in IGR (Olowu, 2002 as
cited in Shiyanbade, 2016). Realising its importance,
Awa (1976) similarly expressed the view that transfer of
funds is crucial to the achievement of the social
purposes of the nation at different levels of government.
Financial relationships also exist between the states and
local governments in term of the annual budgets of local
government which requires the approval of the state
government and state house of assembly before it can
be executed. In fact, the state government sets out
guidelines for the preparation of such annual budgets in
which the expenditures above certain limits requires
approval (Ayoade, 1978 and 2005 as cited in
Shiyanbade, 2016). Moreover, local government
autonomy is not absolute. The third tier of government
retains functional and fiscal relations with the higher tiers
of government. The state government relates with local
governments as follows:

i. Allocate 10% of its internally generated revenue to
the local governments within the state;

i. Enact through the State House of Assembly
(SHOA), a law providing for the structure
composition, revenue, expenditure and other
matters, such as staffing, meetings and other
relevant matters provided such laws are not in
conflict with the constitution or any existing federal
legislation;

ii. Establish a joint planning board, through a law
enacted by the State House of Assembly to require
each local government within the state to participate
in the economic planning and development of the
local government area;

iv. Establish the office of the state’s Auditor General for
Local Governments for enhanced public probity and
accountability at the local government level through
the regular auditing of the accounts of all the local
governments within the state; and

v. Offer advice, assistance and guidance (but not

control), as and when necessary, to local
governments in the state.
Recalling the constitutional status of local

governments vis—a-vis the power of the State House of
Assembly (SHA), poor allocation commonly experienced
by the urban local governments (Zero Allocation) is
expected to be compensated by the State in the form of
‘equalization’ transfers to the affected local governments
with a view to raising their fiscal capacities and per
capita expenditures (Ayoade, 1978 and 2005 as cited in
Shiyanbade, 2016).
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Local governments, being a creation of the
state government, exercise only such powers permitted
by the state government. Following the introduction of a
Republican Constitution in 1963, the Bins’ Revenue
Commission was appointed in 1964 to review
intergovernmental fiscal relations. However, in 1988, the
National Revenue Mobilisation, Allocation and Fiscal
Commission (NRMAFC) was inaugurated under the
chairmanship of General Theophilus Yakubu Danjuma
(Rtd) not only to among others, monitor activities
involved in the state-local fiscal relations but ensure
adherence to the guidelines on revenue sharing formula.
As part of the powers and functions of the NRMAFC, it is
saddled among others with the following functions:

i. Monitoring the accruals and disbursement of
revenue from the federation account, the state joint
local government accounts, the various special
purposes accounts and such accounts that may
from time to time be established or designated by
the Commission with the approval of the federal
government; and

ii. Ensuring full compliance with established revenue
sharing arrangements as well as full public
accountability for all funds so allocated to various
governments and/or agencies involved in the
disposition of the federation account.

The political arrangement in Nigeria recognises
local government as a separate tier of government both
during the pre and post-independent Nigeria. However,
up till date, local governments lack the essential
enabling authority to exercise discretionary powers over
its fiscal resources. Meyer as quoted by Hume and
Martins (1961) stated that of course, the backbone of
local government is financial autonomy. As soon as
local governments have to live on income derived
primarily from the federal government, the future of local
governments will be bleak. It is assumed here, that
without financial independence at the local government
level, the machineries of government at the grassroots
will continue to be weakened. In this wise, financial
autonomy entails tax jurisdiction, authority to disburse
revenues without undue control from any tier of
government.

d) State Joint Local Governments Account

The Nigeria economy is currently and largely
driven by the public sector. As a result, the pace of
economic and social development at both the urban
and rural areas is dictated by the government. The state
and local government councils in their jurisdictions are
expected to be a vehicle for rural development and
transformation since they are closer to the grassroots
than the federal government. Based on this reason, the
1999 Constitution of the Federal Republic of Nigeria
made provision for the operation of state joint local
governments account system. Section 7(1) states that:



The system of Local Government by democratically
elected Local Government Councils is under this
Constitution guaranteed; and accordingly, the
Government of every State shall, subject to section 8
of this Constitution, ensure their existence under a
Law which provides for the establishment, structure,
composition, and finance of such councils”. Section
7(6a) the National Assembly shall make provisions for
statutory allocation of public revenue to local
government councils in the Federation; and Section
7(6b) the House of Assembly of a State shall make
provisions for statutory allocation of public revenue to
local government councils within the State.

Furthermore, Section 162(6) establish a special
account called “State Joint Local Governments Account
System” into which shall be paid all allocations to the
local government councils of the State from the
Federation Account and from the Government of the
State. Section 162(7) stipulates clearly that “Each State
shall pay to local government councils in its area of
jurisdiction such proportion of its total revenue in such
terms and in such manner as may be prescribed by the
National Assembly”. Section 162(8) states that “the
amount standing to the credit of local government
councils of a State shall be distributed among the local
government councils of that State in such terms and in
such manner as may be prescribed by the House of
Assembly of the State.”

The essence of the above constitutional
provisions is perhaps to make the local government
council a tool for rural development in Nigeria, since it is
very close to the people at the grassroots. The state
governments are supposed to be supervising the
activities of the local government councils in their
various areas of jurisdictions, to ensure probity and
accountability in the management of local government
revenue for effective rural development and
transformation. This poses a great challenge to
sustainable development of the rural areas in Nigeria
(Ajayi, 2000).

The operation of State joint local government
accounts System as provided by the 1999 Constitution
leaves much to be desired, as state governments in
Nigeria have seen this as an opportunity for diverting the
local government statutory allocations from the
federation account into their own uses carefully hidden
under special deductions. Instead of acting as a check
to the efficient management of the funds accruing to the
local government councils from the federation account,
the states are rather deducting local government funds
recklessly through the Joint Allocation Account
Committee (JAAC) system.

According to the Nigerian Union of Local
Government Employees (NULGE) in their Memorandum
to the National Assembly Constitutional Review
Committee (2012) as quoted by Adeniji (2013), it was

argued that the major challenges and problems to rural
development in Nigeria is the ambiguity of the
constitution, federal system of governance and
leadership style. However, Section 7of the 1999
Constitution is full of contradictions. It is under this
ambiguity that state governments hide to manipulate the
local government councils by aborting democratic
government through the suspension of elections and
imposing caretaker administration, thereby usurping the
statutory functions of the local government council, as
well as plundering and tampering with the statutory
allocation due the local government from the federation
account to the extent that only 20-25 per cent of
statutory Allocation gets to the local government
councils, due to illegal and sundry deductions by state
governments (NULGE, 2012).

According to Section 162(6-8) of the 1999
Constitution of Nigeria, it provides that State Joint Local
Governments Account (SJLGA) is a special account
maintained by each state government “into which shall
be paid allocations to the local government councils of
the state from the federation account and from the
government of the state.” The account is meant to be a
mechanism that can implement the notion of ‘fiscal
federalism’ at the local government level in Nigeria. This
section of the Constitution also provides for how public
revenue shall be collected and distributed among the
three tiers of government in the country.

VI. THEORETICAL REVIEW

The theoretical framework adopted for this
study is cooperative federalism. Franklin D. Roosevelt
was the proponent of Cooperative Federalism Theory in
the early part of 1930s and acknowledges a need for
cooperation between all levels of governments. The
framework is particularly suitable as it explains how a
particular level of government tends to exert its influence
on other levels of government in order to achieve its
aims, objectives and programmes which later resulted
to crisis among levels of governments under the federal
system of government (The concept of federalism in
which federal, state and local governments interact
cooperatively and collectively to solve common
problems, to improve on standard of living for common
people and to provide public goods, rather than making
policies separately but more or less equally or clashing
over a policy in a system dominated by the federal
government). Cooperative federalism theory rejects that
federal, state and local government must exist in
separate spheres and is defined by four elements:

a) Determine how the different levels of government
could and should cooperate.

b) Federal and state agencies typically undertake
government functions jointly rather than exclusively.

c) The federal and states routinely share power.
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d) Power is not concentrated at any government level
or in any agency of government. The fragmentation
of responsibilities gives people and groups access
to many venues of influence.

One of the primary features of a federal system
of government is the allocation or assignment of
functions between the component units (levels or tiers)
of government. This also forms the basis for the
determination of revenue rights and the delimitation of
tax powers, which constitute the genesis of
intergovernmental fiscal relations. Most constitutional
arrangements in federal systems adopt the classification
of residual legislative list, as it in the case in Nigeria. The
basis of this classification can be historical, political or
economic, among other considerations (Naidu, 2006).
The central focus of this paper is on the state joint local
government accounts arrangement and challenges of
service delivery in Southwestern Nigeria. It is on the
basis of this fact that the study is hinged on Cooperative
Federalism Theory.

a) Relevance and Application of
Federalism Theory

This theory contributes to the analysis and
understanding the operations of state joint local
government accounts by providing a system-based
explanation on the operations, principles and
arrangements cum intergovernmental relations among
the tiers of government under federalism system of
government. By implication, a proper (or otherwise)
point should be made that intergovernmental relations is
by no means the exclusive preserve of federal systems
although some scholars have used the term in a manner
suggesting or definitely implying that. Some forms of
intergovernmental relations exist in a unitary system.
However, given the nature of a federal arrangement (its
relative amenability to intergovernmental conflicts), and
intergovernmental relation seems more topical under a
federal arrangement (Nwabueze, 2004). Terms such as
cooperative federalisms and interdependent federalism
are sometimes used to describe this network of
relationships in a federal system.

The ascendancy of intergovernmental relations
in federal systems has tended to render anachronistic
the classical notion of dual federalism in which levels of
government exist and operate in an autarkic manner.
Watt (1970) advocated absolute autonomy of the
component parts but contemporary scholars and
practitioners alike have found cooperation among levels
of government indispensable if the smooth running of a
federal system is to be guaranteed.

Intergovernmental relation deals with all the
ramifications of relations between and among units and
sub-units in any system of government. These are
legal/institutional framework which is regulated easily,
most visible and sets limits to interaction; the
interpersonal dimension — less visible; and the political

Cooperative
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environment which incorporates the societal forces and
pressures that influence the behaviour of factors, as well
as the political economy, and determine to a large
extent, the failure and success of the legal and
interpersonal dimension. The point should be made,
however, that in a federal system of government, the
network of interactions is more complex.

Before we shift our focus to the various patterns
of interactions the following question needs to be
addressed: what are the forces or factors necessitating
cooperation among levels of government? Erero, (1998)
have discussed a number of these factors. The
compelling ones are:

i. Itis not always possible to divide the jurisdiction of
federal and state governments into watertight
compartment in  which case their functions
sometimes overlap;

i. The relative constitutional inflexibility in federal
systems has prompted the various levels of
government to search for flexibility through

collaboration;

ii. The provision of concurrent powers in a federal
system makes cooperation necessary;

iv. In areas where courts have restricted the exercise of
either federal or state power, cooperation becomes
necessary;

v. The need for some level of equalisation of the range
and quality of public services available to all citizens
has prompted some federal governments to provide
grants to units which sometimes produce federal-
state projects or programmes. This requires
cooperation;

vi. Natural disaster such as drought, flood or other
occurrences which are beyond the financial strength
of a lower unit government usually compels unit to
solicit for federal or state government assistance;

vii. The action of a state government may adversely

affect citizens of other states. In this regard inter—

state cooperation would be necessary;

Joint economic planning is usually undertaken by

the federal and state governments. This is

necessary to ensure national economic integration;
and

ix. Inter—state and/or cooperation may be required to
put, in place, a project which would generate
benefits for citizens in more than one states.

All these forces have made intergovernmental
relation in a federal system mandatory for the smooth
operations of governments. Strong tendency towards
rigid constitutionalism would not help resolve the above
issues and even when some are eventually resolved,
many resources (time and finance) would have
been avoidably wasted. Thus, intergovernmental
relations provide the mechanism through which
intergovernmental  conflicts are resolved. Since
interactions, among levels of government, just like

vii.



individuals, sometimes involve conflict, a network of
formal and informal relationships is needed to ensure
cooperation and resolution. Tenacity to rigid
constitutionalism would often aggravate rather than
mitigate such conflicts. Thus, intergovernmental
relations through which federalism is made to work and
the rigidity of the written constitution are by passed.

VII. PRINCIPLES GUIDING THE OPERATIONS

OF STATE JOINT LOCAL GOVERNMENT
ACCOUNTS ARRANGEMENTS IN
SOUTHWESTERN NIGERIA

This section considers whether principles
guiding the operation of State Joint Local Government
Accounts arrangements were adhered to. The first
statement tested was that there were established
principles (indices) that guided the operations of Joint
Account as presented in table 1(a & b). Considering the
statement, 32.4% of the respondents strongly agreed,
43.4% of the respondents agreed, 3.4% of the
respondents selected undecided while 11.7% said they
disagreed and 9.1% of the respondents maintained
strongly agreed. With over 75% of the respondents
identifying with the claim, it can be arrived that there
were enough awareness of established principles
guiding the operation of Joint Account by the state and
local governments. Therefore, majority of the state
governments were expected to follow these principles
(indices) in the operation of joint account.

The principle such as NEEDS is considered
before disbursing revenue to local government from the
joint account, this assertion wanted to know whether the
principle of NEEDS is considered by state government.
Responding, 23.4% of the respondents strongly agreed
that the principle of NEEDS was considered, while
36.1% of the respondents attested that they agreed with
the claim. 35.9% of the respondents went for both
strongly disagree and disagree and 4.6% of them were
undecided. Much needs not to be said that the data
shows that the principle of NEEDS was considered with
59.5% favouring the statement; therefore, one can
conclude that there is compliance with this principle.

In addition, data generated on whether or not
the state government has the power to influence the
local government projects tends to confirm the
statement raised. With 38.6% strongly agreed, 34.5% of
the respondents claimed they agreed, meanwhile 15.9%
of the respondents said they disagreed with the
assertion and 6.9% of the responses claimed they
strongly disagreed. This distribution confirms that state
governments do interfere in the development of local
government projects, therefore hindering service
delivery at the local level.

There was strict adherence to allocation
principles in appropriating proceeds of joint account in
Nigeria was presented as an assertion to the

respondents. Out of the respondents, 23.4% strongly
agreed, 34.5% of the entire respondents agreed.
Whereas 22.1% claimed to be disagreed, also 9.7% of
the respondents maintained strongly disagree as
against 10.3% undecided. This by implication means
state governments of selected states considered
allocation principles as stipulated by the proceeds of
joint account but this does not guarantee effective
service delivery as it was deduced state governments
interfere in the management of local government.

The next assertion was that population is
important in the allocation of revenue to local
government. Out of which, 45.5% of the respondents
strongly agreed, 40.7% of the respondents maintained
agreed, 6.2% of the responses were for disagreed, 2.1%
of them said they strongly disagreed with the same
assertion and the respondents that were undecided
were 5.5%. This means majority of the respondents
agreed that population is a vital criterion when allocating
revenue to local governments.

Equality principle was the most important
consideration in allocation of revenue was asked from
the respondents as an assertion. Reacting to this claim,
20.7% of the respondents strongly agreed, 42.7% the
respondents claimed they agreed with the statement
while 21.4% and 0.7% of the answers disagreed and
strongly disagreed respectively, and 14.5% were
undecided. With this array of data, equality principle is
apparently the most important consideration in
allocation of revenue among local governments. This is
as a result of the fact that 63.4% of the respondents
were for both strongly agreed and agreed, but despite
the fact that equality principle was adopted as criteria for
allocation of revenue, the state government still
interferes in the administration of local government as
was confirmed in the analysis above.

This study also confirmed that school enrolment
was as important as other principles of revenue
allocation. This was shown in percentage presented in
table 1(a & b), where it was asserted that school
enrolment is highly important in the allocation of local
government revenue, as 23.5% of the respondents
strongly agreed, 46.9% of the responses agreed, 10.3%
of the respondents were apparently undecided on the
claim postulated. Both strongly disagreed and
disagreed are 4.1% and 15.2% respectively.

Internally generated revenue was a key factor in
revenue allocation to local government as one of the
principles criteria for revenue allocation to local
government and it was sourced from the respondents to
respond. Responding to this statement, 34.5% said they
strongly agreed, 44.8% said they agreed, 6.2% were
undecided, 11.7% said they disagreed while 2.8% said
they strongly disagreed. This distribution confirms that
internally generated revenue is a key factor considered
by the state governments in revenue allocation to local
governments. This was expected to provoke a drive for
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revenue generation by the local governments and in turn
will ensure availability of funds for projects in order to
ensure effective service delivery at the grassroots which
was the backdrop of this study.

[t was also asserted that landmass is a
determining factor in the allocation to local government.
This assertion lead to mixed reactions from the
respondents in this manner; 23.5% for strongly agreed,
51% agreed, 7.6% undecided, 10.3% disagreed and
7.6% strongly disagreed in that order. By implication,
landmass was considered as a factor in allocating
revenue to local government. Therefore, local
governments with huge landmass are expected to get
more revenue so that delivery of effective service can be
evenly distributed across such local governments.

The state is duty bound to remit into local
government account a specified percentage of the state

internally generated revenue and this was presented as
disposition on the subject matter of this study to the
respondents. The responses of the respondents show
that 35.2% of the respondents maintained strongly
agreed that states are duty bound to remit into local
governments accounts a specified percentage of the
state’s IGR, 42.1% said they agreed with the assertion,
6.2% of the respondents were undecided on the claim
while both 11.7% and 4.8% of the respondents said
disagreed and strongly disagreed respectively. This
means states are expected to remit the legally specified
percentage of their IGR to local governments. This will
provide additional revenue to the local governments,
thereby enhancing service delivery at the local level.

Table 1(a): Principles guiding the operations of State joint local government accounts arrangements in

Southwestern Nigeria

Assertions Responses Frequency Percent Cumulative
Percent

There are established principles Strongly Agree 141 32.4 32.4
(indices) that guide the operations of Agree 189 43.4 75.9
Joint Account Undecided 15 3.4 79.3
Disagree 51 1.7 91.0
Strongly Disagree 39 9.0 100.0

Total 435 100.0
Principle  such as NEEDS is Strongly Agree 102 23.4 23.4
considered before disbursing revenue Agree 157 36.1 59.5
to local government from the Joint Undecided 20 46 641
Account Disagree 126 29.0 93.1
Strongly Disagree 30 6.9 100.0

Total 435 100.0
The state government has the power Strongly Agree 168 38.6 38.6
to influence the local government Agree 150 34.5 73.1
projects Undecided 18 4.1 77.2
Disagree 69 15.9 93.1
Strongly Disagree 30 6.9 100.0

Total 435 100.0
There is strict adherence to allocation Strongly Agree 102 23.4 23.4
principles in appropriating proceeds of Agree 150 34.5 57.9
Joint Account in Nigeria Undecided 45 10.3 68.3
Disagree 96 22.1 90.3
Strongly Disagree 42 9.7 100.0

Total 435 100.0
Population is important in the Strongly Agree 198 455 455
allocation of revenue to local Agree 177 40.7 86.2
government Undecided 24 55 91.7
Disagree 27 6.2 97.9
Strongly Disagree 9 2.1 100.0

Total 435 100.0
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Table 1(b): Principles guiding the operations of State and Local Government Joint Accounts arrangements in
Southwestern Nigeria

. Cumulative
Assertions Responses Frequency Percent Percent

Equality principle is the most important Strongly Agree 90 20.7 20.7
consideration in allocation of revenue Agree 186 42.8 63.4
Undecided 63 14.5 77.9
Disagree 93 21.4 99.3
Strongly Disagree 3 7 100.0

Total 435 100.0
School enrolment is highly important in the Strongly Agree 102 23.4 23.4
allocation of local government revenue Agree 204 46.9 70.3
Undecided 45 10.3 80.7
Disagree 66 15.2 95.9
Strongly Disagree 18 4.1 100.0

Total 435 100.0
Internally Generated Revenue is a key Strongly Agree 150 34.5 34.5
factor in revenue allocation to local Agree 195 44.8 79.3
government Undecided 27 6.2 85.5
Disagree 51 11.7 97.2
Strongly Disagree 12 2.8 100.0

Total 435 100.0
Landmass is a determining factor in the Strongly Agree 102 23.4 23.4
allocation to local government Agree 222 51.0 74.5
Undecided 33 7.6 82.1
Disagree 45 10.3 92.4
Strongly Disagree 33 7.6 100.0

Total 435 100.0
The state is duty bound to remit into local Strongly Agree 153 35.2 35.2
government account a specified Agree 183 421 77.2
percentage of the state Internally Undecided 27 6.2 83.4
Generated Revenue Disagree 51 11.7 95.2
Strongly Disagree 21 4.8 100.0

Total 435 100.0

The summary of the distribution of the

responses to the ten items of the questionnaire in term
of principles/indices guiding the operations of state
joint local government accounts arrangements in
Southwestern Nigeria is displayed in table 2. On the
average, 30.1% and 41.7% of the respondents strongly
agreed and agreed respectively with the fact that there
are some important principles/indices guiding the
operations of state and local governments which
according to this study are germane to ensuring
effective delivery at the grassroots. Against this position,
15.5% and 5.4% averagely accumulated for disagreed
and strongly disagreed while undecided maintained
7.3% averagely. With over 71% submitting that principles
guiding the operations of state joint local government
accounts were needed to be strictly followed in
allocating revenue to the local governments in order to
ensure effective delivery of service at the grassroots.
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Table 2:The principles guiding the operations of State joint local government accounts arrangements in
Southwestern Nigeria (Summary)

Strongly . . Strongly

Assertions Agree A%ree Und%mded D|seolgree Disagree T(cg/t:)il
(%) (%) (%) (%) (%) °

Assertion 1 32.4 43.4 3.4 11.7 9.1 100
Assertion 2 23.4 36.1 4.6 29 6.9 100
Assertion 3 38.6 345 4.1 15.9 6.9 100
Assertion 4 23.4 34.5 10.3 221 9.7 100
Assertion 5 455 40.5 55 6.2 2.1 100
Assertion 6 20.7 42.7 14.5 21.4 0.7 100
Assertion 7 23.5 46.9 10.3 15.2 4.1 100
Assertion 8 345 44.8 6.2 11.7 2.8 100
Assertion 9 23.5 51 7.6 10.3 7.6 100
Assertion 10 35.2 421 6.2 1.7 4.8 100
Average 1 30.1 4.7 7.3 15.5 5.4 100
Average 2 71.8 7.3 20.9 100

VIII. HYPOTHESIS TESTING

Sequel to the foregoing analysis, this study
further subjected this claim to chi-square testing so as
to measure the operation of state joint local government
accounts and the challenges of service delivery, using
null hypothesis of this study as the inferential test guide.
It tested whether there was a significant effect between
state - local government joint account and service
delivery at the local level. Table 3 shows the chi-square
values used to test the hypothesis.

Source: Field Survey, 2016.

The null hypothesis and alternative hypothesis
are stated as:

H,: State joint local government accounts has no
significant impact on transparency and accountability in
governance Southwestern Nigeria.

H,: State joint local government accounts has
significant impact on transparency and accountability in
governance Southwestern Nigeria.

Using chi—square test to test the hypothetical statement the following parameters are provided:

Chi-square (;(2) cal IS given as:

Z [O\_ e\] 2

€

Where o is the observed frequency and g; is the expected frequency

Decision rule:

If ZZCa\< }(ZTab reject H1,and accept Ho, and
If 4% ca> 2% reject Ho, and accept H1,
Degree of free =3-1=2

;(ZTab @ 5% level of significant= 5.99

2
Z calculated — 8842

Since ;(an‘cu‘atep Zztabu\atedx we reject Ho, and accept its alternative hypothesis.

Therefore, we infer that state joint local government accounts has significant impact on transparency and

accountability in governance Southwestern Nigeria (;(2 = 88.42, p< 0.05).
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Table 3: Chi-Square ( *) Table

Chi-square of | Chi-square Table Value
-value
ltems ZZ P Zztab at 5%
H, - State joint local government accounts 88.42 2 0.000 5.99
has no significant impact on transparency
and accountability in governance
Southwestern Nigeria
H; - State joint local government accounts has
significant impact on transparency and
accountability in governance Southwestern
Nigeria
Source: Field Survey, 2016.
[X. CONCLUSION councils; and (b) the establishment of an
o independent audit agency comprising federal,
The study concluded 'tha't' state'Jomt local state, local governments and private body
government accounts has  significant impact on representatives. These members must have a
transparency ~ and  accountability —in  governance proven track record of financial management to

Southwestern Nigeria, specifically in the enhancement
of rural infrastructures like the construction and
maintenance of rural roads, markets, schools, health
centres, etc to the people at the grassroots in
Southwestern Nigeria. The operation of joint account
has come a long way since 1963, 1979 and 1999
Constitution of FRN which has been used as a
mechanism to supervise, inspect, audit, checks and
balances to ensure probity, transparency and
accountability in the local government financial activities.
In addition, this study found out that the operation of
State joint local government accounts has not helped
the financial crisis in the Nigerian local governments in
order to perform their statutory functions by enhancing
sustainable rural development through the provision of
essential services to improve the standard of living of
the rural populace, but the realisation of these benefits
at each local government would transform to national
development.

X. RECOMMENDATIONS

In respect of the findings from the study, state
joint local government account system has not lived up
to expectation. From the way it has operated, it has
failed to achieve its objectives. It has been over
manipulated, over—-deducted and over diverted to the
favour of state governments and to the detriment of
local government councils. This paper therefore puts
forward the following recommendations on the
principles guiding the operations of State Joint Local
Governments Account arrangements and tackles its
aforementioned challenges.

i. There is urgent need to ensure independence of
local government, via constitutional amendment.
The sub-sections on SJLGA should be replaced
with (a) direct allocations to local government

2.

3.

supervise, inspect and audit the use of statutory
allocations by local government councils. This
would provide ‘checks and balances’ on local
government officials’ administration of finance
matters to ensure accountability and transparency
in the use of local government funds.

It is suggested that the fundamental principles
guiding the operations of State Joint Local
Governments Account arrangements should be
more considered in the distribution of revenue to
local governments in Nigeria so as to enhance rural
development and good governance that will deliver
the dividends of democracy to the grassroots
people, thereby enhancing rural development.
Finally, it becomes important that the doctrine of
state joint local government accounts should be
abolished through constitutional amendment in
order to annihilate all the sharp practices
perpetuated by state governments through the joint
account. The provision of section 162(6-7) of the
1999 Constitution which created the Joint Account
Allocation Committee (JAAC) system operated by
the state and local governments in Nigeria should
be amended to grant financial autonomy to the local
government and to be more responsive to rural
developments.
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