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ABSTRACT

Local governments are generally referred to as government at grassroots.
They are the closest level of governments to the people, because of their
proximity to the rural people; much is expected from themin terms of social
amenities. But the major problem facing this tier of government is how to
generaterevenueinternally (without unnecessarily causing harmto members
of the public from whom they get the revenue) to be able to carry out their
constitutional responsibilities to the people. This study reviews the problems
of internally generated revenue for local government Nigeria and quite a
great number of themhave been identified. Among themisthe fact that people
at the grass-root believe that it should be the local governments that take
care of them and not they fending for the local governments in the name of
paying taxes. The local governments suppose to provide for all the social
services and facilities. To address this impression among the people at the
grassroots there must be adequate enlightenment campaign for the people
to understand that taxes and levies they pay are used for the provision of
social amenities enjoyed in the rural communities.
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INTRODUCTION

Thetermlocal government isahousehold name among Nigerians. Variousauthors
havegiven different definitionsto theterm. Their definitionsdepend on certainfactors
including authors environment, class, perception and philosophy. For instance, Ugwu
(2000) definesloca government asthethirdtier of government created for the purpose
of efficient and effective administration of thelocalities, while Odenigwe (1984)
perceivesit as"that part of government of anation or State which dealsmainly with
matters of concern to the people of a particular place. However, the 1976 Local
Government Reformin Nigeriasees|oca government asgovernment at theloca leve
exercised through representative council established by law to exercise specific powers
with defined areas. Local governments are governments at the grassroots because
they arethe closest form of government to the people. They are unitsof government
established by law to administer thefunctions of government and seeto thewelfare
and interest of the local dwellers (Okoali, 2005). It then follows that, under local
government system, asituationinwhich theloca people can dect their representative,
that can makedecisonson mattersreating totheinterest of thelocdlity, and consequently
takesrulesand policiesgoverning their loca affairsisguaranteed. To beableto carry
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out thesefunctions, loca governmentsmust raisefundsfrom both interna and externd

sourcesintheir areaof jurisdiction asprovided for by thelaw. Therevenuebaseof a
local government area, according to Ogundana (1996), must be substantial, evenif
unstable, beforeit is said to be economically viable (Nwogu and Nwosu, 2012).

According to thefourth schedule of the 1999 Constitution of the Federal Republic of
Nigeria(asamended), local governments are expected to generate revenue through
the collection of rates, radio and television licenses, establishment and maintenance of
cemeteries, buria grounds, licensing of bicycles, trucks, canoes, wheel barrows and
carts, establishment, maintenance and regul ation of daughter houses, daughter dabs,

markets, motor parks and public conveniences, registration of births, deaths and
marriages, other internally generated sourcesof |ocal government revenueinclude, the
assessment of privately owned houses or tenementsfor the purpose of levying such
rates as may be prescribed by the State House of Assembly. These sources also
includethe control and regulation of shopsand kiosks, restaurants, bakeriesand other
placesfor saleof foodtothepublic. Thelist aso coversregulation and control of the
saleof liquor. In addition to the above mentioned sources of internal revenuefor local

governmentsapproved by thecondtitution, istheapproved external sourcesof revenue
generation for local governments. Theexternal source of local government revenue
forms80to 90 per cent of itstotd revenue. Thismakesvirtudly dl theloca governments
inNigeriato depend entirely on statutory alocation astheinterna sourceof generating
revenue, faced with anumber of problems. Hence, thisstudy focuseson the problems
facinglocal governmentsin their bid to generate enough revenueto carry out their
condtitutional dutieswill benefit the peopleat their localities.

Challengesof Internally Gener ated Revenue of L ocal Gover nmentsin Nigeria
A closer look at what congtitutesinternally generated revenue, showsthat the bulk of
thisrevenue comesfrom the peoplewhich thelocal governmentsare mandated to
cater for. Thelocal government areaiischallenged with theresponsbilitiesof providing
basic amenities, good health care and even employment for her local citizenry, the
weight and trend of revenuethat isgenerated are of paramount importance (Nwogu
and Nwosu, 2012). Accordingly, one of themajor problems confronting internally
generated revenue by local governmentsisthe peoples attitude towardsleviesand
taxes. According to Nwogu and Nwosu (2012), the rel ationship between revenue
and devel opment of alocal government areaisexpected to besignificantly positive,
but sometimes, most local government areasdo not dowell.

Poor forecadt, fluctuation in the expected statutory alocation from the Federd
Government as well as weak |eadership also affect the performance of alocal
government adversely (Mason, 1999). These culminateinto untold hardship onthe
locdl residents (Nwogu and Nwosu, 2012). Theloca peopleor thegrass-rootsbelieve
that it should betheloca governmentsthat take care of them and not they fending for
theloca governmentsin the nameof paying taxes. However, growth and devel opment
of alocal government areaaredirectly related totheleve of revenuegenerationandits
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judicioususe (Nwogu and Nwosu, 2012). Incidentally, thetrend of therevenue could
have seriousré ationship with the performance of theloca government (Eghosaand
Stephen, 1985). Nevertheless, thelocal government aspart of themachinery by which
aneconomy isgoverned (Kau, 2000) isvery important and therefore, must beeffective
to ensurethe peaceful and orderly existence of her population (Nwogu and Nwosu,
2012). Majority of the people at the grass-root areilliterates and they believe that
local governmentsarefinancially strong, enoughto handletheir socia needs, hence
any atempt totalk of taxing or levying the peopleisviewed negatively and unnecessary.
With this in the minds of the rural dwellers, its becomes very difficult for local
governmentsto generate reasonabl e revenue from the people. Thisoftenresultsin
crises between revenue collectors and the people.

Another problem affecting internally generated revenue by local governments
isthefact that local governmentsfail to educatetheloca dwellersonthe need to pay
thesetaxes. Thepeoplebelieveor seetax payment asexpl oitation on them sincethe
local governments have not presented to them what thesemoniesare used for. Again,
most local governmentsfail to show any visible project on ground to convincethe
peoplethat thisiswheretheir taxesand leviesgo. Thisisquite aserious problem
because acomparison of the colonial local council system and the present showsa
seriousvariation. Beforeindependence, local council authoritieswereableto account
for the monies they tax or levy the people through meaningful project like road
construction and maintenance, provision of portablewater and other socia amenities.
The volume of money then cannot be compared to what is obtainable now yet
devel opment of therural communitiesisserioudy retrogressing day by day. Though
there were still traces of corrupt tendencies then, yet, corruption has assumed a
dangerous dimension in the system in present age thus living accountability and
transparency treasuresin perforated hands and treasuries.

Another major problem confronting local governments on effective revenue
collectionisthefact thet, they lack enough qudified revenue collectors. Revenueunits
of local governmentsare poorly staffed and thismakesrevenue generation difficult.
Furthermore, thereislack of enough materia sfor therevenue collectorstowork with
- such asinadequate motor vehiclesto convey therevenue officerstofield. Where
therearefew vehicles, they are poorly maintained with worn-out tyresand sometimes
unserviceablefor years. Inmost cases, thefew available vehiclesare hardly made
availabletotherevenue collectorswho are mostly junior staff. Withthiscondition, it
becomesvery difficult for therevenue collectorsto makeany impressive performance
coupled with theinadeguate workforce. Dishonesty on the part of staff isanother
major problemmilitating againgt effective collection of taxesinmost local governments
inNigeria. Itisnotuncommonto seethat thereare casesof fraudsand embezzlements
among revenuecollectors. Fakereceiptsare printed by dishonest collectorsand money
realized from such receiptsgo straight to their pocketsthereby defrauding thelocal
governments. Collecting revenuefrom rural dwellerswithout providing themwith any
socid amenity inreturnisadangerousexercise. Therevenuecollectorsrisk their lives
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when they go out to collect revenuefrom thisgroup of people. Many atime, attempt
to collect money from these peopl e end up in seriousfightswhich thecollectorssustain
variousdegreesof injuries. Because of this, many revenue collectorsrefuseto gofor
revenuedriveinrura areas. Again, thereislack of incentiveto thetax/rate payers. In
many instances, the payers could not justify the continuous payment of somecertain
ratesof taxes, asthey do not receive corresponding servicesfrom Local government
authoritiesintheir respectiveareas. Thetestimony of Adegboye (1987) confirmsthat:

The image of local government could be adversely affected if it

fails to meet the demands of its inhabitants for necessary social

amenitiesand itsinternally generated yield may al so be affected.
Oneother problem of local governmentsinrevenue generationisthefact that they are
not ableto prosecute revenue defaultersor enforcewarrant bench onthem. Customary
courtswhich areentrusted to handle such casesareinadequatein thelocal governments.
Thereare other specific problemswhich militate against effectiveinternal revenue
generationinloca governmentsin Nigeria. According to Gboyega (1990), property
rating was seen asthe only sourceof internal revenuethat can generatelarge sumsof
money toloca governmentsbut hasbeen neglected by most local governmentsfor this
purposein Nigeria. Thereason for thiscould be that local governments have no
judtificationfor thisbecausethey havefailedto providethe peoplewith socid amenities,
then why collect property tax?Also collecting property tax inthelocal governments
hasfaced so many palitica issues. Oneof suchissuesisthefact that politiciansat local
government level mostly the e ected ones, because of their interestin going for second
termfed that they would be offending their prospective € ectorate should they embark
on property tax collection.

Some property ownersbeievethat what they haveisthroughtheir swest, and
that local governments have no right to come and imposetax onthem. They seeitas
exploitation and oppression and asaresult of thisany leader who wantsto berelevant
politically cannot embark on property tax inthe areahe operatesunlesshewantsto be
pushed out. Again, poor indastic and difficult method for revenuecollectionisresponsble
for poor interndly generated revenueinloca governments. Egnomuam (1984) observes
that the State governments have acquired the morelucrative, elastic and collective
revenue sources leaving local government with low ceiling revenue which is
administratively and politically difficult to exploit in an environment wherethevast
majority of the people are poor and hel pless. Another pathetic problem bedeviling
revenue collectionisthe case of paliticizing revenue collection. Revenue generation
nowadaysis used as political settlement to afew unreliable members of therural
community who see nothing good in rural development. Supportersof aparticular
s f-gtyled dectionwinner while preoccupying himsdlf with looting thefedera alocation
givento hiscouncil area, settle hispolitical supporterswith theright to collect taxes
andleviesfrom membersof theareacouncil hegoverns. These peoplewho usudly are
political thugsresort to all meansincluding diabolical meansto collect taxesandlevies
from membersof thepublic.
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CONCLUSIONAND RECOMMENDATIONS

Thissudy examinestheproblemsmilitating againg effectiveinternd revenuegeneration
of local governmentsin Nigeria. Sincethetrend of therevenuegenerated by thelocal
government can determinethe average standard of living of the population (Kalu,
2000), loca governmentsin Nigeriawill continueto exist by nameswithout being able
todischargeitsstatutory functionsincluding provision of socia amenitiesand cregtion
of employment opportunitiesto the people at the grassroots unlessdrastic stepis
taken urgently. To thisend, thefollowing recommendations are offered to makelocal
governmentsinNigeriatoliveuptother reponshbilities. The perception of the people
at thegrass-root isthat it istherole of thelocal government that should take care of
their social needsand not them fending for the survival of thelocal governments. To
eliminatethisimpression among therura people, there should be enough and adequate
enlightenment on the peopleto let them know that taxes and leviesthey pay are used
to providesocid amenitiestothemintheir rural communitiesto makelifeworthliving.

Rural people should be educated that tax payment is never exploitation on
them, rather itissocial responsibility needed to provide social amenitiesfor them.
Loca governmentsauthoritiesontheir partsshould beableto provide concrete projects
that will substanti atetheva ueof money thegeneratefromthepeople. Thiswill convince
the peopleon theneed to pay taxesand | eviesrather than confronting revenue collectors
with fightswhenever they approach them. Also local government authoritiesshould
embark on aggressivetraining of revenue collectors. Thereshould bequalified and
trained revenue collectorswho have the technique and what it takesto collect tax
peacefully from the peoplewithout resorting to conflictsand sometimesfightsthat may
result in peopl e sustaining various degrees of injuriesand most cases deaths. Local
government authorities should be able to provide enough and adequate materialsto
therevenue collectorsto useand work. Revenue collectorsshould be provided with
uniformsto distinguish them from other local government staff. They should begiven
identity cardsor tagsthat will make the peopleto identify and know them whenever
they areonrevenuedrive.

Dishonest revenue collectors should beidentified and punished to serve as
deterrenceto others. Loca government authoritiesshould do something to stop revenue
staff possessing two receipts, onefor theloca government and the other one- their
personal receiptsto defraud government. This should be stopped and offenders
punished. Authorities of local governments should provide revenue collectorswith
someincentives. Thiswill boast their morale and increase productivity. Revenue
defaulters should be prosecuted in revenue courts. Morerevenue courts should be
establishedfor thispurpose. 1tisbelieved that peoplewill only pay their taxesif they
know and seethe penalties given to the defaulters. Theexisting lawsoninternally
generated revenue of local governments should be reviewed upwardsto beintune
with the current economic reality. Tax payment should serve asapre-condition for
enjoying certain services provided by government. Thiswill encourage more people
to pay their taxesasat when due.
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