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FUNDS GENERATION AND MANAGEMENT IN ONDO STATE LOCAL GOVERNMENT, NIGERIA

DR. FELIX OLURANKINSE
LECTURER
DEPARTMENT OF ACCOUNTING
ADEKUNLE AJASIN UNIVERSITY
AKUNGBA

ABSTRACT

Local government arm of the government has been the third level of government and its administration covered a very wide area. The impact and influence of
the local government have exacted in the general life pattern of citizens in the rural areas and therefore cannot be over-emphasized. Majority of Nigerians are
ultimately affected by the activities of local government whether they are in the rural or urban areas. A key factor in the ability of local governments to provide
services is no doubt the availability of funds. Unfortunately, the financial resources of the majority of local governments in the country when compared to the
needs to be met, presents an unhealthy score card. Therefore, the purpose of this study is to appraise the operation of the local governments in relations to funds
generation and management. Irele Local government of Ondo State was chosen as a case study. Both primary and secondary data were used to obtain Data and
the analysis was carried out with the use of variance analysis. The findings reveal that Irele local government was adequately funded albeit, majority of the
respondents attested to the fact that funds were often diverted from the original purposes to personal or non budgeted areas. This creates an impression that the
administration of the council has no focus and not persistent in her pursuit. The study recommended the need to strengthen the internal control mechanism of
the local government to forestall unnecessary diversion of funds. Also, transparency and accountability must be encouraged so as to make the best use of funds
available to the local government. There should be regular training programmes for all categories of workers so as to update their knowledge in the day to day
running of the council affairs.

KEYWORDS

Revenue, Fund Management, Accountability, Transparency.

INTRODUCTION
he primary aim of the Local Government Administration in Nigeria is to bring the Government closer to the grassroots, and thus ensuring that no one is
left out of the various activities of the government. This sounds logical because majority of Nigerian live in the rural areas across Nigeria. It should be
recalled that the creation of local government council areas in Nigeria was partly due to the agitation on the parts of the people aimed at overcoming the
problem of over-concentration of government activities in the Federal Capital Territory and State Capitals. In the process, the people were mostly left out
unaffected. They did not have a true sense of belonging. However, one of the pre-conditions for the creation of Local Government Council in Nigeria was that of
economic viability of the proposed council area. This was necessitated by the need to ensure that such councils do no have to be over dependent on the Federal
and State allocations.
This underscores the central role finance (fund) has to play in that life at Local Government Administration. The need to see how Irele Local Government Area
has performed in this regard provides the basis for the selection of this topic. But this will not stop at examining the sources of the revenue drive; concerted
efforts will equally be made towards assuring that the management of funds so generated is looked into.

STATEMENT OF THE PROBLEM

At the centre of any Local Government Administration in Nigeria is the question ask as to how viable are the Local Councils in terms of their ability to generate
the required funds necessary for providing the services to the people, both in the urban and rural areas. There has been popular view to the effect that Local
Government Councils in Nigeria are generally weak in their capacity to generate revenue locally. Many reasons have been given for this. The facts emerged that
there are inadequate revenue sources in the rural areas, corrupt Local Government Staff through deliberate decision on the part of the citizen not to pay their
levies as a way of punishing the leadership of the council administration. Implied in the above is the fact that most council has been over dependent on the
revenue allocation from the federal and state governments. This development has exposed the councils to the whims and caprices of the government or
leadership at the centre who may want to use this weakness to facilitate or hinder administrative and development process in some local government councils.
Local Government Administrations have been accused of one time or another for financial recklessness. It is being argued that apart from plenty of fund at the
local government level mismanagement is one of the various problems confronting the local government administration in Nigeria. All the above are true to a
varying degree in all the local council areas in Nigeria, and in the same manner, it has subsequently affected the ability of the councils in providing for the people
the important services that necessitated its creation.

It was out of the need to know how this affected Irele Local Government Council in Ondo State that, this study is being carried out.

LITERATURE REVIEW

Every country is made up of many heterogeneous groups that are unique and distinct in many respects namely population, customs, culture, religion language
and so on (Dare and Oyewole, 1987). On this note therefore, the needs and aspiration of these groups are bound to be varied from one to another. Having
these under one common central administrative may be very difficult. The best way the differences can be accommodated is to have some measure of
decentralization of power and authority, thus creation of local government is one way of ensuring this. In the word of Dare and Oyewole (1987) “Local
Government can be described as a system of government where the central government sets up subordinate units of administration and vest in them the
authority to perform local functions”. According to Norris (2004), Local Government Administration is relevant in a Federal Structure just as it is in a unitary
system. It is so because too much concentration of power at the centre may not give room for rapid development and social transformation objectives of the
local government councils. According to Laski (1996) government should not be carried out by a single body. It could maintain its local staff that will report
directly to it, and apply the necessary solution in accordance with its directions. In other words, a vivid local life in any society is not to live in strict political
terms and Nigeria is trying to provide uniform system not minding the diversity of the entire polity. This is in spite of the several clamour for devolution or not
decentralization of power and authority and part of this clamour is that unless the resumption of active powers by the local authority is made possible, the
federal and state government will stifle all local initiatives. It will also destroy the well spring of local knowledge and local interest without which it cannot
possibly exercise its functions. Laski (1996) further asserted that the full benefit of democratic government cannot be realized unless we begin by the admission
that all problems are not central or national problems, and the result of problems not being so central/national in their incidence require decision at the place,
and by the person where and by whom the incidence is mostly deeply felt.

Further, Butter worth opined that if a service is mainly applied to the benefit of a particular area, it is only fair that the inhabitants of the area in question should
pay for it, and to raise for them the funds for payment means certainly that they will demand control of the service and probability that they will manage it
efficiently in order to keep their bill of cost as low as possible, Combell, w (1964). In addition, we cannot make an average man realize his/her citizenship in any
creative sense of his/her only relation to government is obtained by voting in every four or five years in a national election. Relevance of such government must
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be brought to him/her interest in the political process will name to vanishing process. It should be noted that the more inert the citizen-body, the more likely is
there to be corruption and sinister privilege in the political process. Local Government is educative in perhaps a higher degree, at least continently than any
other level of government. There is not other way of bringing the minds of citizen into intimate contact with the persons responsible for decisions. It is clear
that any great degree of centralization must mean and can only mean a bureaucratic system. No legislative assembly will be able however, greedy of power to
make decision upon more than the largest outlines of local problems, (Golding,F.C 1970).

FUNCTIONS OF LOCAL GOVERNMENT

The nature of Local Government is such that duties that is local and which can only be well performed by small government that is allocated to it (Adamolekun
and Rowland, 1979). Among such duties are the following:

MAINTENANCE OF LOCAL ROADS AND BRIDGES

This is important to enhance commutation and effective transportation links at intra and inter community levels. In this way, communities that may not be
known at the central level of the political administration can still be remembered and linked up with the local government headquarters and subsequently the
major highways. This development will facilitate the evacuation of goods and services from one part of the areas that constitute the local government to the
other. The stretch of water from Ogolo stream has been a major communication barrier between Ode-Irele and Ajagba community; several efforts have been
made and are still being made to construct a bridge across the stream at the community level. Successive administration of Irele Local Government has tried to
complement these independent community efforts. The combination of the efforts described above has made the road partially motorable for some part of the
year (i.e. Dry season). The feat was not possible some years before.

DISPENSARIES AND MATERNITY CENTRES

The relevance of good health for all can be contested yet not everyone gets it. The proportion of those that could not is higher in the rural centers. This is
because most of the modern health institutions are concentrated in the capital living the rural ...... and other urban centre uncured for. To reduce this gap, local
government is charged with the responsibilities of providing primary health institutions in their area of jurisdictions to meet the basic needs of the people at the
grassroots (Hillman, 1964). It is hoped that such attempt will reduce infant mortality rate, reduce cases of antenatal death, increase life expectancy ratio, reduce
the spread of epidemic diseases, and increase the rate of awareness about preventive medical care and so on. It is to be noted that many maternity centers and
dispensaries have been established in Irele Local Government within the last couple of years. However, a cursory look at these institutions will reveal that quite
a number of them are not manned by qualified and experience medical personnel. This is in addition to the fact that they are not provided with adequate drugs
among other facilities. Besides the centers, are hardly enough to meet the growing population. Supervision of Environment Sanitation Monitoring and
evaluation of the State of environmental sanitation at the grassroots level will be very difficult for the government either at the federal (National) and state
level. To lesson this burden required giving the responsibility to the government structure that is closed to the people, and of course, the obvious option is the
local government. Under this arrangement, it becomes easier to closely monitor the sanitation process at the level, going from street to street, home to home,
village to village and so on.

A part from monitoring and evaluating, it also enhances the process of mobilizing the rural dwellers for the purpose of ensuring that sanitation exercise is carried
out effectively. The fact that local health administration can speaks the local dialect, makes it easier to educate the local people about health hazards (Jackson,
1966).

MARKETS AND MOTOR PARKS UP KEEP

Markets and Motor parks are very vital for rapid economic growth and development of the rural areas in African in general and Nigeria in particular. The
absences of such vital facilities have made it highly problematic for some communities to effectively exchange and transport their goods and services in the most
effective and efficient way. The role of the local government administration in providing and maintaining such facilities would therefore be a source of great
relief to the people. Unfortunately, many local governments in Nigeria are found wanting in this area. Even where such facilities are put in place, they are not
properly maintained by the council officials for one reason or the other. Irele Local Government is not an exemption in this regard.

COMMUNITY DEVELOPMENT AND PLANNING

Community development activities are no longer as simple as they once used to be. The increasing pressure brought about by modernization has made
community development initiatives more complex and vigorous. This has therefore made even more difficult for the central government so effectively take
charge of this function, as it is too remote from the various communities involved both physically and socially. The local government councils are therefore
saddled with the task of mobilizing the people at the local level towards initiating and supporting programmes that are tailored towards massive and rapid
development of the rural areas. No doubt, such efforts are needed to storm the increasing tide of rural- urban migration with the attendant shortage of
productive workforce to support agriculture and other allied activities. This is being done through effective liaison with the various groups at the grassroots
level. They include the youth organization, market woman associations, artisans clubs, traditional rulers’ woman councils, community development associations
(CDAS) religious groups etc.

LICENSE AND BIRTH CERTIFICATES

Without the Local Government structure in place, it would have been difficult, if not impossible for the government at he centre to know all the beer parlors,
vehicles, bicycles, motorcycles etc and licenses to be issued to them just as it would be trying to monitor and control their activities for the overall well being of
the society. The same thing would have happened in respect of birth rate and the contribution of such knowledge and information to the compilation of vital
statistics. This is because of the largeness of the size of the country and the remoteness of the centre to the periphery. So, local governments are better
equipped to perform this function because they are close to the local inhabitants, speaks their dialets, share their sentiments and values.

PERMITS TO BUILD HOUSES

The need for proper town planning and building layout can not be ignored in the file of modern development. Proper planning will take care of road networks,
industrial layout/estates, residential areas, pipelines among others. All these are necessary to ensure there is orderliness and sanity in the process of erecting
structures, so as not impeding free movements of people and equipments and accelerated development. The government at the centre may not be able to get
all the detail information required for this. But the government at the grassroots will be able to and make adequate and necessary provisions required.
Unfortunately, this is an area the local administration has not been handling with all the seriousness it deserves. This is probably due to the fact that they are
not handling the required manpower to achieve this purpose.

DATA PRESENTATION AND ANALYSIS

Both primary and secondary methods were used to obtain Data. For this study, the primary data used is basically from personal interview with key personnel of
the local government, while the secondary data is based on information gathered from the government approved estimates, local government journeys and the
revised financial memoranda for senior head government functionaries. The sample size was limited to one hundred and twenty (120) randomly selected from
the population as indicated in Table 1. The data obtained were analyzed using variance analysis and the result presented subsequently.

METHODOLOGY

This is concerned primarily with the issues like restatement of research questions, study population, samples size, sampling techniques, methods of data
collection and methods of data analysis. Consequently, the details of these shall be found in the subsequent parts of this chapter.

STUDY POPULATION

The staff population of Irele Local Government is currently put at one thousand four hundred and eighty (1,480). This is made up of the junior, senior and
management staff of the local government. The distribution of the population is as shown in the table below.
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TABLE 1: STAFF POPULATION OF IRELE LOCAL GOVERNMENT AS AT 31°' DECEMBER, 2010

DEPARTMENT | CATEGORY OF STAFF
Treasury 450 146 | 4 600
Works 222 26 2 250
Health 170 27 3 200
Community 132 16 2 150
Personnel 70 40 10 | 120
Agric 134 22 4 160
Total 1178 | 277 | 25 | 1480

Source: Personal interview of the researcher

TABLE 2: SAMPLE DISTRIBUTION

Department | Sample | Percentage (%)
Treasury 49 40.83

Works 20 16.67

Health 16 13.33
Community | 12 10.00
Personnel 10 8.33

Agric 13 10.83

Total 120 100.00

Source: Personal interview of the researcher

PRESENTATION OF RESULT AND FINDINGS

TABLE 3: IRELE LOCAL GOVERNMENT ACTUAL REVENUE FOR THE YEARS ENDING 31°' DEC. 2007 - 2010

Details of Revenue 2007 Actual 2008 Actual 2009 Actual 2010 Actual
Head 1001 (Taxes) 164,935.26 203,081.00 165,458.85 374,556.11
Head 1002 (Rates) 82,390.00 105,210.00 24,062.00 111,000.00
Head 1003 (Local License and Fees) 1,797,427.84 310,210.00 550,721.00 392,192.00
Head 1004 (Earning from Commercial undertaking) | 375,663.00 310,233.0 453,900.00 7,345,910.00
Head 1005 (Rent of Local Government Property) - - - -

Head 1006 (Interest payment and dividend) 79,200.00 - - -

Head 1007 (Grants) 25,018,220.49 | - - 24,919,071.02
Head 1008 (Miscellaneous) - - - -

Head 1009 (Statutory Allocation) 67,917,993.02 | 40,874,315.00 | 220,348,052.89 | 203,413,270.03
Total 95,435,829.61 | 53,469,510.00 | 221,542,194,60 | 236, 556,004.66

Source: Annual estimate for 2007 - 2010

TABLE 4: IRELE LOCAL GOVERNMENT BUDGETARY REVENUE FOR THE YEARS ENDING 31 DECEMBER, 2007 — 2010

Details of Revenue 2007 Actual 2008 Actual 2009 Actual 2010 Actual

Head 1001 (Taxes) 110,000 2,100,000.00 | 1,600,000.00 | 1,600,000.00

Head 1002 (Rates) 200,000 400,000.00 400,000.00 400,000.00

Head 1003 (Local License and Fees) 868,000 3,245,500.00 | 2,245,500.00 | 2,245,500.00

Head 1004 (Earning from Commercial undertaking) | 270,000 270,000 1,336,500.00 | 1,336,500.00

Head 1005 (Rent of Local Government Property) 200,000 200,00 200,00 200,000

Head 1006 (Interest payment and dividend) 21,000 110,000.00 110,000.00 110,000.00

Head 1007 (Grants) 25,000 50,000 30,000.00 30,000.00

Head 1008 (Miscellaneous) 50,000 80,000.00 80,000.00 80,000.00

Head 1009 (Statutory Allocation) 171, 500 227,027,980 | 577,252,689 577,252,689

Total 173,244,000 | 234,549,980 | 583,254,689 | 585,224,689

Source: Annual estimate for 2007 — 2010
TABLE 5: VARIANCE ANALYSIS

Details of Revenue 2007 Actual 2008 Actual 2009 Actual 2010 Actual
Head 1001 (Taxes) 54,939.26 (1,896,919.00) (1,434, 541.25) (1,225,443.89)
Head 1002 (Rates) (117,610.00) 294,279.00 (375,938) (289,000.00)
Head 1003 (Local License and Fees) 929,427.84 2,935,290.00 (1,694,779.00) (1,853,303.00)
Head 1004 (Earning from Commercial undertaking) | 105,663.00 (40,233.00) (882,600.00) 6,009,410.00
Head 1005 (Rent of Local Government Property) (200,000) (200,000) (200,000) (200,000)
Head 1006 (Interest payment and dividend) 58,200 (110,000.00) (110,000.00) (110,000.00)
Head 1007 (Grants) 24,993,220.49 (50,000.00) (30,000.00) (24.889.072.02)
Head 1008 (Miscellaneous) (50,000.00) (80,000.00) (80,000.00) (80,000.00)
Head 1009 (Statutory Allocation) (103,582,007) (186,153,665.00) | (356,904,636.20) | 381,811,418. 50)
Total (77,808,170.39) | (181,080,470.00) | (361,712,494.40) | (348,668,684.40)

Source: Author’s computation 2010

The variance is favourable where the actual revenue is greater than the budgetary revenue, while it is unfavourable if the budgeted revenue is greater than the
actual revenue. Variance analysis is calculated by subtracting the budgeted revenue from the actual revenue.
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TABLE 6: SUMMARY OF INTERNALLY AND EXTERNALLY GENERATED REVENUE

2007 2008 2009 2010
Internal 2,499,616.10 928,992.99 1,194,141.75 8,223,663.11
External 92,936,213.51 | 40,874,32.00 220,348,052.89 | 228,332,341.50
Sum 95,435,829.61 | 41,803,049.00 | 221,542,194.60 | 236,556,004.60
% of Internally 2,499,616.10 928,734.00 1,194,141.75 8,223,663.11
Generated Revenue | 95,435,829.61 | 41,803,049.00 | 221,542,194.60 | 236,556,004.60
Total 2.62% 2.22% 0.54% 3.48%

Source: AUTHORS COMPUTATION 2010

Financial memorandum of Irele Local Government:2007,2008,2009,2010
Average percentage for the four years
2.62+2.22+0.54 +3.48

4 = 2.22%
Internally generated revenue comprised Head 1001 to Head 2008 which are Taxes, rates, Local License and fees, earning from commercial undertakings, interest
payment and dividend and miscellaneous, while externally generated revenue is the statutory allocation. The internally generated revenue of the council was
N2,499,616.10 in 2007, this declined to N928,734.00 in 2008, it further rose to N1,194,141.75 in 2009 and finally rose to N8,223,663.11 in 2010. This represents
2.62% in 2007, 2.22% in 2008, 0.54% in 2009 and 3.48% in 2010. On the other hand, the externally generated revenue which is mainly from statutory allocation
was 67,917, 993.02 in 2007, this declined to N40,874,315.00 in 2008, it further rose to N220,348,052.89 in 2009 and fell no N203,413,270.53 in 2010.
The total internally generated revenue for the four years stood at:
= N (2,499,616.10 + 928,734.00+1,194,141.75 + 8,223,663.11)
= N12,846.154.96.
The total externally generated revenue for the four years stood at:
=N(92,936,213.51 + 40,874,315.00 + 220,348,052.89+228,32,341.50)
=N582,490,922.80
From the facts above or overleaf, the percentage of the four years IGR generated in 2007 can be calculated thus:

2,499,616.10 X 100 = 19.44%
12,846,154.96 1
For 2008
928,734.00 x 100 = 7.23%
12,846,154.96 1
For 2009
1,194,141.75 x 100 = 9.29%
12,846,154.96 1
For 2010
8,223,663.11 x 100 = 64.02%
12,846,154.96 1
Using 2007 as index, the internally generated revenue decreased to
= 928,734.00 X 100 = 37.16%
2,499,616.10 1
Decreased to = 1,194,141.75 X 100 = 47.77%
2,499,616.10 1
Increased to = 8,223,663.11 X 100 = 328.99%
2,499,616.10 1

In 2010, internally generated revenue increased by N7, 029, 521.36 which represents 88.62% increase over that of 2009.
The statutory allocation fluctuates in line with whatever is received from the Federation account.

CONCLUSION

Based on the data collected from the field survey and analysis on the various review of the paper, | have been able to highlight the various issues that readily
come under local government finance. These include the sources of the local government funding, fund management, accountability, financial administration,
financial control and accounting. The changing role and importance of director of finance department (chief financial adviser to the council) the executive and
legislative arms of the council from the evidences available so far, central to the development of a virile and viable local government, is a system of prudent
financial management, the revised financial memoranda provides elaborate managements to ensure that public funds are handled by the local government
functionaries with a high sense of probity and accountability. It also requires those concerned to tap these resources and make effective and efficient use of the
opportunity offered to serve the public. Both the political and the career officers of the local government need to acquire adequate working knowledge of the
financial memoranda consciously and patriotically apply same to their work for progress.

RECOMMENDATIONS

In view of the findings arising from the study, it is pertinent to make the following recommendations.

. Supervision: There is need to strengthen the internal control mechanism of the local government and effort should be made how funds are being managed
and generated by the local government to reduce the level of financial impropriety on the part of local government staff or officials.

. Financial Management: The financial management in the sense of realistic approach should entail advance planning progressive development of services
to the advantage of the people in the locality. Transparency and accountability must be encouraged so as to make the best use of funds available to the
local government. The auditors both external & internal should be strengthened to enable them probe or investigate the various financial mismanagement
discovered at any time and should be published quarterly for the general populace to see and commend.

. Training Scheme: Training programmes for workers in the local government should be introduced for all categories of workers so as to update their
knowledge in the day to day running of the council. Staff should be encouraged to further their studies by giving them study leave with or without pay so
as to enhance development and standard improvement in financial and personnel management. The Local government should employ the services of a
commission management consultants to assist them in their internally generated revenue drive so as to tap the untapped revenue due to the local
government.

. Adequate incentive: Workers of the local government must be well remunerated and well taken care of by building staff quarters where necessary. This
will discourage fraud and mismanagement of funds. All entitlement must be paid to all categories of workers as at when due e.g. claims and leave bonus.
Modern office blocks should be provided to replace the old ones. Modern equipment, such as computers accessories should be required for easy process
of accounting procedure.
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