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FISCAL POTENTIALS AND DEPENDENCE IN NIGERIA

Godwin E. Akpan
Department of Economics
University of Uyo
Uyo, Nigeria

ABSTRACT

This study surveys the resource base of Nigeria and explains how it can be
used to reduce the different scales of fiscal dependency within the economy
Nigeria has a strong and diversified natural resource endowment, which
can be exploited to engender high revenue base. High fiscal dependency
exists both in revenue sourcing and in intergovernmental fiscal relations.
Increased fiscal incentives to investment in non-oil sectors can ultimately
generate a diversified revenue base. The federal government ought to
devolve some of its tax powers on the state government and reward internal
revenue generation efforts of the state governments in order (o stimulate
healthy fiscal independence and competition among states.

1. Introduction

THERE are various dimensions of fiscal dependence. Government at different
levels depend on one another for the derivation of their revenue. On the other
hand, some sources of revenue consistently account for higher proportions of
the total revenue than others, which is another form of fiscal dependence. The
first can be regarded as allocative or distributive dependence while the latter
may be referred to as derivative dependence in fiscal administration.
Allocative dependence has long been in practice in Nigeria. The country has
had a long history of mutual dependence among different tiers of government
which can be broken into two different phases. The first was the period before
the discovery of crude oil when agriculture sustained the economy in a loose
federal structure. At that time, the component regional governments retained
the principal ratio of revenue accruable to them from the export of agricultural
produce and only sent a little fraction of it for the upkeep of the central
government. During the period, the central government practically depended
on the regional governments for its revenue. The oil boom period was,
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was a fair spread of tradeable produce across the country. Second, the revenue
sharing bases have been reviewed continually to discard revenue derivation
and magnify the principles of equality, access to development opportunities,
and minimum standards for national integration. The aim of the political
leadership on revenue allocation has been to ensure that both the poorly-
endowed and richly-endowed areas develop at a fairly equal pace. This balan-
ced development objective of revenue allocation fails to address practical
issues of (i) incentive to fiscal independence; (ii} environmental impact of re-
source exploitation; (iii) intergeneratioral gap created by present resource
exploitation; and (iv) balancing present losses (opportunity costs) with gains/
benefits to the areas where the revenue generating resources are located. This

paper, however, concentrates on incentives to fiscal independence and

attempts to answer the following questions in relation to the Nigerian fiscal
dependency:

a. what are the basic causes and nature of fiscal dependency experienced
in Nigeria?
what are the opportunities available to alleviate the dependency?

c.

what should be done to chart a new and sustainable direction for fiscal
development in Nigeria?

In order to answer these questions, this paper focuses on revenue sourcing
and the degree of dependence of each tier of government on the different
sources to finance their expenditure. The effect of the precarious revenue
sources on development are also highlighted in the course of the study. The
paper is divided into five sections. Section 1 is introductory, followed by
section 2 which deals with some theoretical issues on revenue potentials and
development. Section 3 analyses the revenue structure and dependence while

section 4 evaluates the resource potentials for a dependable fiscal base. The
study is concluded in section 5.

2.  Some Theoretical Issues on Revenue Potentials and Development

Matters relating to revenue potentials of any region or geographical zone
border on the spatial distribution of resources and the harnessing of the
resource endowment to generate economic goods and services. The analysis
has to do with Mydral’s (1957) and Hirschman’s {1958) conception and classi-
fication of development regions into places which have greater potentials for
development due to a preponderance of resource endowment and others that
do not have these advantageous factors. This generates dualism in spatial
development within a country and within regions in the country. The im-
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The most discussed issue on the Nigerian fiscal federalism has been the
revenue allocation principles (see Ekpo and Ndebbio 1991; Kayode 1993;
Emenuga 1993; and Anyanwu 1996). There is a great dissatisfaction among
government units on the revenue allocation formula. While poorly-endowed
areas insist on equality, land mass, population and development needs as crite-
ria for revenue allocation, the well-endowed ones prefer a revenue sharing
principle based on revenue derivation, Up till now, the revenue sharing
principle in Nigeria is arbitrary and unstable as observed by Emenuga (1993).

In essence, the Nigerian federal fiscal laws and operations can be seen as an
apparatus used by the power elite to draw fiscal power to the federal govern-
ment. The appropriation of the fiscal resources realized from this arrangement
is such that the resource-poor but politically strong areas gain at the expense of
the resource-rich but politically weak ones. Factors leading to the unlimited
fiscal empowerment of the federal government in Nigeria have been listed by

Ayoade (1988, 1997) as including differences in spatial distribution of
resources, fear of domination by the northern political bloc, and the weakening
of state governments through rapid proliferation of states in the federation.
Another important factor in the fortification of federal power is the introduc-
tion of the command structure by the military governments into the politics of
Nigeria. The effect of this, as observed by Mbanefoh (1986), has been the
crosion of states” and local governments’ tax powers by the military. The
effects of excessive concentration of powers at the federal level can be

summarized in the flow chat in Fig. 1 below. The effect of federal power
concentration is ultimate dissolution of the very nation-state structure from
which the power is drawn and abused.

3. Revenue Structure and Fiscal Dependence

We shall discuss revenue structure from the point of view of its source or
revenue base and the structure of intergovernmental fiscal relations. In doing
this, we shall use some fiscal ratios to demonstrate the undependable level of
revenue generation and fiscal relations among various tiers of government,

which is crisis-oriented and capable of crippling development efforts at all
levels.

3.1 Revenue source dependence

One major characteristic of Ni
source of its revenue at every
massive dependence on

gerian fiscal federalism has been the monolithic
point in time. After the pre-independence era of
agricultural produce, export duties and marketing
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board surplus funds, there arose even a worse oil revenue dependence syn-
drome which destroyed other sectors. Between 1980 and 1996, revenue from
oil sources, comprising petroleum profit tax, oil royalty, rent, NNPC joint-
venture profit, and licence fees, Jointly accounted for 73.7 per cent of the
average share of total federally collected revenue. Revenue from these sources
also accounted for 64.6 per cent during 1970-1979 (not shown in the table due
to space). Furthermore, the same sources maintained the average share of 73.9
per cent between 1990 and 1996 (see Table 1). Since the introduction of valye
added tax (VAT) in 1994, the share of oil revenue in the total federally
collected revenue has fallen from 79.3 per cent in 1994 to 53.2 and 51.] per
cent in 1995 and 1996. '

The non-oil revenue, comprising proceeds from income {personal and
company) taxes, import duties and fees, export duties, excise duties, stamp
duties, casino tax, airport tax and penalties, is merely supplementary to oil
revenue. Between 1980 and 1996, non-oil revenue only accounted for 24.1 per
cent of the total revenue. This is a very low ratio. It shows that the govern-
ments’ revenue diversification capacity is as low as 24 per cent while its
dependence on oil is about 76 per cent.

This high dependency ratio is dangerous to the economy for some important
reasons. First, the oil industry is a small sector in the Nigerian economy with
an average GDP share of 13.15 per cent from 1980 to 1996, sustaining about
1.00 per cent of total employment in Nigeria during the period. Again, the
sector has very low linkage effect on the rest of the economy because its
output is mostly exported as crude oil without any manufacturing linkage. As
a result, petroleum activities have generated low linkage revenue- for
government from other sectors. Second, consequent upon the exportation of
crude oil, with a small margin (only 15.6 per cent of crude ojl produced
between 1980 and 1993) reserved for domestic use, the tendency is for the
cconomy to be seriously affected by the shocks from the international oil
market. This has been demonstrated by several market shocks and policy
changes following oil price falls. The structural adjustment programme (SAP)
(1986 - 1993) and the 1998/99 upward and downward revision of public sector
salaries are examples of policies based on oil price performance. The simple
lesson is that unstable oil prices make fiscal policies unstable, especially in a

monocultural economy.

Low export carnings due to unfavourable terms of trade against primary
products in the world market are the direct results of the exportation of crude
petroleum and other primary products. This has serious implications for the
purchasing power of the economy and, therefore, the size of market for
manufactures. At the moment, workers’ average monthly income is still lower

NES 1999 Annual Conference



AL POTENTIALS AND DEPENDENCE INNIGERIA M

)

FISC

GODWIN [ AKPAN

80

(SanSS1 SNOWRA) JUn02IY JO JuawaIpIs pup 1ioday fonuuy NED (204108

W00 9E00  LEOO  PSOO  0S00  8ZO0  1€00  IKO0  ZEO0 ()(9) "a2a

‘Paj (8101 0} NUIAI [BUIUT saes

€0 TITO  wpTO  1ZTO TS0 1910 110 E¥I0 6170 L)N(9) A

2101 91E1s 0] oNUSAJ [BILIDIUL SIIEIS

L0 LSY0  SSS°0 9860  EEL0  0SL0 9080  vE80 1980 (1)/(S) "Aa1 "pay uo souspuadep sapelg

L000  vPOO 6100  6Z0°0  9T00 000 9700 6100 (YA€) anuaAal

{2101 0) anUA2I Juapuadaput Jo oney

670 0670  ¥6T0  LOTO 6510 8E1'0 1810 7810  sLi'p ()T ASMTEOIUITAAIO-OUJO AEYS

L0 TIS0 eSO €6L0  1v80 7980 6180 8180  TZ80 (€)(1) :omex Aouspuadsp 110

v'78888 9 1¥969 1'9056F 9OVLLE 9EL9TE €HIIPT S9I161 1T0SII (L) 9N3A31 JUALIND [E)0} SPEIS

TLISSL 676691 S6T601 TITLS LVKTS ILPIE  TOLLT gzogl  (9) ASIPARIUSE Ajeuian [Eio) sEIs

1'6190F S1L98€ 890067 9099L7 €L6VPT EPEP6l 8EPEST 86686 (5) sareas 0y anuanal 1oymels ‘pag

LOYS  VOCKOT TSSE  §9T9S  1'S06P  OROE  ¥TLI  8€6 () ontRaIIapaadapTE 3503 Pl

061075  €L8665Y 8016107 +'69L761 TESH061 9166001 1’56899 1TLTOS (€) anuaaal paja]jod A|[eepa] [E10L

0001ST  L'6SPSEl ¥'8ILIF L990€  1'SLE9T TSTERT TTBITI L'LE6Y (7) anu2A31 [10-UON

- 000997 € TO6VYT ¥ 761091 H'TOIT9L I'8LOFT $'999T8 TEILYS FHEELY (1)anusAal 1O

I2A0

aBeiaay 9661  S661 p661 €661 T66l 1661 0661 6861

(uoypiw N ui {z) — (1)) 1UIWUIIA0Y) JO SIALL PUE S10)23§ UIIMIAG diysuone@y (sl Jo oney "paue) "[31qeL

0800  8L00  6TI'0 8010 €210 0E1'0 IO 9800  L80°0 S—— mwmm

o1z0  Obz0  8€0  LZEO  OSE0  LIE0  vOE0  SITO  £¥C0 D————— mwu\wmv

0600 09L0  TY90 €190 090 €890 6vLO  S8LO  LELO (L)/(5) 31 "Pa} U0 33UBPUILP SAEIS

M, 0Z00  TS00 1110 000 Sv00 900 ®u eu eu (p)(g) anuanat

| [2101 01 “A21 Juapuadaput JO OlEY

| cczo  obzo  IpEO €570 1970  0T€0  9E€0  L6TO 6810 (£)/(7) "A31 [#10} UL A3 [10-UOU JO 23BYS

900 8SLO 6590 LALO 66L°0 0690 990  £0L0 1180 ()/(1) -otres Aouapuadap [10

Uoetol OISIS TiEwy Gy €081y pelSy  vSEEy L8y £9sHS (Llenuasdt JusLNYTENCS SHRIS

lgacic sesel vissl  UvESI €8El GOLEL BSIC ght  prgey  (OFNEIDARINGE AEUSI TR SIS

crsI8 1'L619  SEY8T  809TC 66LT  S'8S6T  L'SwlE  9'ST8t 9T (5) serws 0} anuara: AIowgess ‘2

cobs 9671 Ol §LLS I'€es 6oL ws  EoEW G e R

SOIELZ §'660ST COETI  1'909vT THELIL L0501 ¥¥OLIL TOBIZL weLsl (€) anuanat paio2(|0d A(IEIap3} [EI0L

169 (205  L¥6lp 169  TL6L  L'SSTE  S6weE I  TO8S AL S

gcce0r LT06L  £L018  U'SI60 T69T8  €5TL  6WIBL  vp9s8  BESETl () SRS 1I0
gs61 L6l o861  ssel _ v8el  €sel 7861 1861 0861

(uos w ()= (1)) JUIWUIIAOT) JO §491 ], puE s10339§ U3IM)3q diysuonejay (st Jo ojey 1 Qe ,t

NES 1999 Annual Conference

NES 1999 Annual Conference



82 GODWINE. AXPAN

tl;aér; :15‘030 Low income and weak demand are part of the causes of slow
\l,)veak mklgcnous industrial development —oceuring, {irst due to the resulting
market and, second, due to the vicious circle of low savings and low

Investment. Government ultimately loses the internal revenue that such

manufacturing activities would have generated through importation of

manufactures.

ec The way out (?f the high dependence on petroleum revenue is to diversify
onomic activities. Federal and state governments have made some franti
efforts to enhance the variegation of economic activities in their jurisdictio :
Government went into direct production of manufactures in the mid 1970s l;lst
these have not yielded positive results because of the mode of its partici aE' A
GO\.fernm(?nt’s direct investments, as observed by Akpan (l998)pare i:ff l:)r;
by mefﬁcgency and ineffectiveness. The most efficient way by W:hich vern
ment can increase and diversify the size of economic activities is b sugore'm-
and maintamning pure public goods like roads, and commercializin;l ri\ff)ftii'mg
prodqctlon and distribution of infrastructure industries Revenul:e fro e
growing sector like oil should be used as incentives to pr;)vide infrastruc?ur:

for other sectors. Private icipation i '
tors. participation in the market should
by law to minimize waste. 2l%0 be encouraged

3.2 Intergovernmental fiscal relations dependence

A_mother scale of dependence is traceable to fiscal relations among different
tiers of government. Fiscal laws in Nigeria seem to give more tax power to tl'll1
fefieral government than the two lower tiers of government. The outcom ff:'
FhlS concentration of revenue-generation power in the cent-re is decreas::= o
zinternally generat.ed revenue by the lower governments in a way that corripellrs1
t ﬁfi‘:g:?;e on higher governments. The l‘ower-level governments depend on
s go’vcmment for larg_er proportion of their budgeted revenue. The
alio of states” statutory allocation to states’ total current revenue is used to
measure the states’ dependence on the federal government. The ratio depict
gme value of states’ annual current revenue contributed by the federal ar;c:tl)juntS
t}:;tiween 1980 and 1996, the states depended on the federal government for
r reczrre'nt revenue up to 7l.l.per cent on average. The dependence at 73.7
fer6 ;ent uring the 1980s, was a little above the 1980-1996 average, which fell
0 67.4 per cent between 1990 and 1996. The fall in the ratio of dep’endence in
the 1990s is apparently due to the exclusion of VAT and other grants as

components of statutory re b : - )
—— ry revenue, which, if added, will make the ratio as high
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‘These fiscal relations can also be supported by using the states internal
revenue generation ratio to measure self-reliance capacity. This is done by
using the internally genecrated revenue of states as a proportion of their total
revenue, which gives an overall average of 23.2 per cent. For the 1980s, this
ratio stood at an average of 26.8 per cent, falling to an average of 18.1 per cent
between 1990 and 1996. This demonstrates an increased dependence of the
states on the federal government for their revenue because whatever revenue
that is not generated in the state comes from the federal allocation.

Another interesting coefficient that can be used to measure the allocation
and exploitation of tax power between the two lower tiers of government, and
also to demonstrate fiscal independence of the states is the ratio of state
internal revenue to the total federally collected revenue. The internal revenue
capability of all the states compared to federal tax performance is very weak at
an average of 7.2 per cent during the period under review. This performance
index has never risen beyond the 13.0 per cent of 1983, though it fell to 2.7
and 2.9 per cent in 1992 and 1993. Between 1990 and 1996, the ratio did not
rise above the 5.4 per cent recorded in 1994. At least two inferences can be
drawn from this poor performance. One is that tax powers are concentrated in
the federal government to the detriment of states.In other words, state govern-
ments are not given any strong fiscal incentive to generate revenue internally;
they tend to rely on the federal government for their fiscal needs. Another
conclusion is that internal capacity to raise revenue is never considered when
creating states; hence, the higher the number of states created, the less their
performance in internal revenue generation.

Table 2 shows the fiscal dependency ratio of individual states. In the table,
five ratios are used to show the level of fiscal dependence of the states on the
federal government. The magnitude of dependence becomes very clear when
the ratio of internal revenue to recurrent expenditure is analysed. This simply
measures the internal ability of the state to pay the cost of its daily admini-
stration (namely, workers salaries and wages, and overhead costs). Some
states on the high dependence side like Yobe and Niger can only pay 5.4 and
6.5 per cent of their current costs from their internal revenue. In all the ratios,
Lagos, Rivers, Delta, and Kaduna States, on the one hand, and Yobe, Niger,
Jigawa and Kogi States on the other, are the best and worst performing states.
Using internal revenue generation capability and other ratios, states in the
southern part of the country are relatively more self-reliant than their northern
counterparts. The picture would not be different for local government-state-
federal fiscal relations. Ekpo and Ndebbio (1998) have demonstrated the high
dependence of the local governments on the federal governinent. Conse-
quently, since many federal policy makers come from states that have very

NES 1999 Annual Conference



RIA 8BS

IN NIGE

J
)

t

PENDENC(

]
%

NTIALS AND DE

4

FISCAL POTI

I AKPAN

GODWIN |

84

JIIpuadxF WALNYY = dx309Y “INU3AIY PAILISUS) ABUINN] = A2.U]
amypuadxy [e10] = dx2)0] ‘onuaay [L101 = A2N0] UOHEDOITY AIOIMEIS = VS -3joN

LST0  ¥9T0 WO 110 L6L°G  TBO0  STHVO 65670 ‘104
Pee’0 6650  SSS0 TESO 090  PZC0  SPS0  1¥9°0 3q04
SIE0  ¥99°0 #1900 €150 £L9°0  SOL0  ¥S90 £49°0 eqele],
99L0  PETL  PICT  SSL0 €960  €PL0  8LL0  8SLO 6180 8.0 9L80 £L60 01003
9160 LOFD  6ES0  8EO'L 06’1  LSLO  8TED  8IF0 9950  €0L0 €160 680 I3ATY
IPY0  ¥E€0 0190 0Z90 L8VO0 8SL0 18§D SS90 9LLO0 PS80 SHLO $68°0 neaseld
S8E'0  6LE0  ¥890  L91'T  68L0 8650  00€0  60S0  SELO  LILO  LP6O 1.9 040
SILO  PL90 80L0 0L60 6090 TS9O 6090 180 unsQ
L9%0  ¥OS0 8690 €20 LS60  S580 $8K°0 1ivD  S8L0  T060 6V80 €650 0puQ
L8€°0  6LY'0  TTLO  I6K0  9TF1 YIS0 IZP0  6£50  TTLO  96L0 9060  £8L°0 3o
60T IS60 S350 TBYO  €TLG 8550  1€8°0 0S80 TL6O  Ib60 6880 6160 BN
YITO  1ZT0  vIE0  S8F0 6910  ¥6E0 6810 £ZZO  HECD  OSKO  €9V0  IZHO soge]
dxao] dxsio] dxajo] dxajo] dX310] dX910] AGIOL  ASLO I CASNOL A0 ASHO]  CAdlo]
NS VS VS VS VS VS VS VS VS /VS VS /¥S HLVIS
$661 P661 to6! 661 0661 8861 S661 v661 £661 2661 0661 8861
soney Aouapuada( [€IsT] (SIS PIU0)) "7 djqe]
77X : . : ; .
T B
g ; : ] : 6+6°0 150
MMM.W mmw Mww.w L350 . B0 TLLO 8180 6680 _n._n_uw
6550 €500 121 MMM | S 1Y m. 1 omm.o mwn..o $6L°0 9060 ¥960 $Z60 796°0 euIsiey
ZEE0 bSPO  cego .o omw.o vwm.o 1960 €990  S1L0  Zsgo €980 6980 ouey
T
2 ; . : V.60 BME
88Y'0 1990 0090 vE9°0 MMMH_V 8990 L190 8190 s8¢ SELO  OLLD  gsio ow_m
: : . ) J 8£8°0 LS6'0 1980 e[osuo
MMM.N wmwm mmw.m Lee'] 1S90 1190 7v90  7i80 _&a_w
Sl T €50 P90 0ZL0 1880  $sL0 opg
| G0 ety ks G50 . ~ [ev0 1es0 6650 6290 B
o 0 Lovo 9550 6101 BILO Q10 TEYO 1290  £eg0  L160 I9ATY $50J7)
j LOSv90 v6L0 6330 090 (480 geL0  zeeo 0LL0  PL8°0  0Z60 owog
1650 T5L0 291 6150 wwm.o LLLT 1650 6600 1560 0r6'0  SL6'0 881 anuayg
€T 9080 . .
6r90 TOYO  8KLO 1550 €180 s900  £590  egeg Y980 €480 mwm MMMM HMM”MM
1 n.o wov.o SP90 9790  6/80  £99°¢ [19°0 050 9890 8t FEL'D  0ZL0 Em_Em:<
moh.o mmw.o 9TL0 LSO 0920  9¢8p 6vL'0 6850 tPLO 6890 LLED  p68D wog] em
.N.wm.o _om.o w.\.m”o 8380 8I80 SIS0  9¢6'0  ¥e60 mimgw«
Q..‘_o 0 = SL90  11L0  Ovpo S69°0  LL90 1690 kSO BIqY
5_8._. X301 dxa0] dxaj0]  dwalo]  d¥so 1 ASNOL ASNOJ AaNO] A2l A3n0 L Aano] .
VS VS NS NS Vs s vs v NS VS VS vs
£661 P661 £661 {661 0661 8861 5661 y661 £661 £661 0661 8861 oL

soyey Adwapuadaq [easiy saE1Q 7 3181

NES 1999 Annual Confere

[ES 1999 Annual Conference.



NCE IN'NIGERIA &7

P2

ENTIALS AND DI PENDE

FISCAL POT1

86 GODWIN E. AKPAN

NES 1999 Annual Conference

9¢0'0 0910 [€1°0 L10°0 1#0°0 L'od
8500 100 L700 6700 £20'0 QoA
L6¥'0 z0T'0 JAST0 IL1°0 0570 eqese]
AN c61'0 6200 90r'0 £260°0 8.L0°0 690°0 o LTOD 01005
9590 9¢1°0 LETO PeC0 LOS'0 1EF0 L6T'0 LBOQ 191°0 PATY
8970 8610 £o1ro 6110 05Z°0 $ZT0 14 W] €CT0 010 nedjelq
£P80 §90°0 L08°0 660°0 8LT0 081'0 £87°0 £50°0 £9¢°0 0£0
9100 661°0 91°0 £Iro 0900 unsQ
160°0 WTo ££8°0 £60°0 611°0 S1T0 8600 1610 LOF'0 opuQ
Ist'o 092°0 PSE0 rAYA] £81°0 651°0 el o 600 LITO w30
P00 £T0'0 6L0°0 £L0°0 1£0°0 8700 o0 120°0 180°0 B3N
9080 SL0'T 6£0'[ 7690 €190 799°0 0Ly o LESO 6LS°0 sode]
dxasay dxaoay dxaoay "AANOL ‘A310] "Aeno], "AINOT ‘ASNO0], "Aanoj,
,v /Aanu] JARnU] /Aanu] /Aanu] /Aanug /Aanu] JAanu] JAanu] JAanu| JLVIS
: 661 0661 8861 £661 P661 £661 7661 0661 8861 ]
soney Aduapuadaq jEasig $98)S ‘PIU0) ‘7 AYEL
681°0 991°0 8LT'0 0510 6¥'0 890°0 £91°0 101°0 6¥1°0 eRMy
LLOO (A3 0] 180°0 0800 1500 130y
9TT0 §60°0 1Z1°0 6¥1°0 191°0 19927
+80°0 20 090°0 P10 801°0 6070 9£0°0 9L0°0 8£0°0 BUISIER]
¥<lo 96E°0 181°0 6070 8110 L300 rA 4N, 0z1'o I£1°0 ouey]
STC0 I€E0 8160 8€°0 961°0 wzo 6870 viro 00T0 BURPR
0L0'0 28070 £80°0 1200 ¥20'0 emedif
0s1°0 Elo 0620 LETO 0cT 0 €C1°0 6010 0£T0 8¥T0 oy
L60°0 v0T 0 £90°0 6£1°0 ejo3uon
0L6'0 79T0 1610 PETO 8ZI°0 nSnug
LST'0 LELO 6Cl0 611°0 1o opg
; LSO 6EP°0 LLTO 8c€0 [zZe'o BReg
8600 §L0°0 £ST'0 S61°0 ¥o1°0 891°0 +90°0 8900 £80'0 JoATY §501D
070 £90°0 Izro 9900 6E1°0 890°0 0€T'0 00 0800 ouog.
i LEO'D 1£0°0 £91°0 601°0 2800 6v0°0 1v0°0 §T00 060°0 anueg
: $SL'0 63€°0 8E1°0 8970 1epusg
_ 0L0'0 LS00 rio 801°0 9Lr'o £90°0 65070 9v0°0 9110 Tyoregq
991°0 o 1080 1070 67T 0 961°0 £11°0 99Z°0 6170 RIqUIBTY
€020 180°0 SET°0 ovio 181°0 £01°0 690°0 9500 901°0 moq] emiy
801°0 Lo 990°0 #90°0 990°0 BMEUIEDY
6L1°0 6L1°0 5440) 170 LTI ) By
dxaoay dxasay dxaoay Adno], "AanQL "ABOT ‘ASNOL ‘AdLO ] "ADO
JAIU] JrEr | /Aanuj JreIil | A3 JA2IU[ JASRU] JAaIuy JAanup ALVIS
661 0661 8861 $661 P661 £661 661 0661 8861

sopwy Asuapuadag 163514 SI1EIS PIUOD) T IqEL

NES 1999 Annual Conference



(SaNSS1 SNOUBA) N3 fo juawavl§ pup joday [pnuy N WOl eep Suisn pajejnofe)  [224n0g

FISCAL POTENTIALS AND DEPENDENCY IN NIGERIA 89

7500 0500 L10°0 L1I0°0 6810 omm”o mwo.o L WM
100 6C0°0 0£0°0 6100 v20°0 aco.o vwo.o NDME,F
r60°0 wio 091°0 00T'0 9010 mwﬁ.o wmm.o oms_om
S01°0 091°0 ¢T10 9900 vzro 120°0 FeLo S A] wmw.c oty
L8O rov0 [1¥0 8EH0 evio 910 vLC] 915’0 cmq.o :ﬂu:m.E
1600 EYARY 9L10 901°0 L91°0 6800 9s1°0 mmﬁ..o mom.o _a
LT10 8020 8910 09%°0 ¥r0°0 050 Ly1°o mqm.o mwm.o o
Lo 691°0 1e1o 180°0 10€°0 mNm.o mm_.o e
6800 o¥1'0 [61°0 LS00 1L1°0 8850 ¥e1°0 mvm.o mmm.o :mmo
€170 910 651°0 7300 Ly1°0 9tzo 67€0 omm.o mwm.o i
1600 €e00 L10°0 w0 L10°0 6v0°0 L11'0 mmo.c wmo.o wowﬁ.ﬁ
S8L°0 6090 90 L0S°0 £68°0 0rso 9¢0'l 93880 LT6'0

dxajo], dxaj0] dxaro dxaio] dxa0], dxai0]  dxedey  dxeosy  dxaoey ,
/ALY AaLU] /AU AU} A JAanu] JAIU] JrEtilig JAaI] JLVIS

T £661
£661 7661 0661 8861 co61 661 3
= R soney Louapuadaq 1eIs1y $ALIS "PIUOD "T3AGEL

88 GODWIN E. AKPAN

SS1'0 998°0 Pa1Io 1o SEE0 — 01T0 20 P8¢ Blemy
8710 08070 L800 681°0 r60°0 LSO 1507y
8L0°0 FIT°0 ISAN) L0 8910 850 199271
0sro LST°0 8900 SY00 8210 LEOO 600 LOT0 0170 BuIsIEy
SYTo £€ero ANV €10 XANY LZ10 18C°0 [0 ero ouey|
90 Ero €680 6570 0010 §TL'0 LLED SLTO 68€°0 Eunpe’y
S¥0°0 SS00 6100 €00 600 9010 LT00 emeSif
€00 8tT'0 8110 ¥60°0 6110 12T0 9s€0 $8T0 6k1°0 oy
990°0 SN ejo3uon
L6l'o ocro 9010 361°0 L8T0 80T0 98T ( nsnug
LELO £ere r80°0 £60°0 Pero YAN; 860°0 opq
£PP0 8LT0 8€€°0 8970 by9°0 6L20 £9%°0 uRa
0£T0 9910 L91°0 [40X1] v0°0 600 9980 PETO YAl 13A1Y §5010)
0800 144N\, L0 970 ¥r0'0 £80°0 r60°0 ELT°0 £90°0 owog
601°0 £80°0 CLO0 §20°0 $20°0 [01°0 0€1'0 9800 [0 anuag
SoL0 €670 [epuag
801°0 6L0°0 ¥$0°0 9¢0°0 P00 0010 SE10 eET0 (S Iyoneq
060°0 881°0 b8I1°0 L TAN(] 81¢°0 z0T0 VEL'O o £LT0 eiqueuy
Zelo 810 101°0 90170 800 660°0 £81°0 Y44 Spio woqy emyy
[50°0 100 6L0'0 £90°0 LS00 £80°0 500 BMEURpY
LSTO SH1°0 8510 £01°0 00T°0 8120 £97°0 EIQY
dxaj0], dxai0] dxar0] dxajo], dxajo dxazo]  dxasay  dwoosy  dxadey
/A3NU] /AsDu[ JAaLU] JZERNN| /Aa1u] JAanuj JA21IU] JA3Iu] JAanu] AIVIS
S661 661 £661 661 0661 8861 So6l 661 £661
sonjey Kouapuada( [vasty SAEIS “PIU0)) "7 qRY

NES 1999 Annual Conference

NES 1999 Annual Conference



90 GODWINE, AKPAN

=

Table 3. Relationship Between Revenue Allocation Formula and Fiscal Dependency
1981 1984 1990 Jan. 1992 Jun.
1992-1997
Sharein (Depen- | (A) | (B) | (A) | (B) | (A) | (B) | (A) | B
fed. rev. | dency
(%) (A) |ratio (B)
Fed. govt, 55 0.067% 55 0.0482} 50 0.028af 50 0.026* 484 |0.025%
0.3140 0.251° 0.138b 0.238b
0.182°
State govt. 30.5 0.739¢ 325 |0.734%(30 0.82¢ |25 0.75¢ 124 0.583°
0.2794 0.2674 0.137¢ 0.1614
0.2074
Local govt. 0 10 15 20 20
Special funds | 4.5 2.5 5 5 7.5
Total 160 100 100 100 100
Notes:

(A) = Share in federally collected revenue
(B) = Dependency ratio; calculated as stated in notes @ and 4 below

a Interval mean of (3)/(4) in Table 1 above, e.g., the value 0.048 for 1984 is derived as the
sum of the ratios for 1984-1989 divided by 6.

b Interval mean of (2)/(3) in Table 1, calculated as explained in note a.
¢ Interval mean of (5)/(7) in Table 1 above, calculated as explained in the preceding note a.
d Interval mean of (6)/(7) in Table 1 above, calculated as described in note a.

Source: Values under (A} are reported in Anyanwu (1997: 190)

low internal revenue, the federal tax power has been continually reinforced
and the federal revenue allocation formulas have been constantly modified to
give strength to equality, population and development needs. The weak fiscal
base of states cannot strengthen federalism; it can only activate discontentment
and agitation for self-reliance from the richer states while the poorer ones
continue to insist on acquisition of political power at the centre.

Using the ratio of states” statutory revenue to their total current revenue, it
can be argued that the downward trend in their share of revenue from the
federation account can reduce their fiscal dependence on the federal
government. From Table 3, it is observed that between 1984 and 1997, when
the revenue allocation to states began to reduce drastically, the magnitude of
states’ dependence on the federal government was reduced marginally on the
average. In 1990, however, there was a spurious negative correlation between
the fall in the ratio of allocatign fo the states from the federally collectable
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revenue and the increase in dependency ratio for states. The gonclusion .that
the fiscal dependence of states on federal government tends to improve with a
reduction in their share of the federation account is also collaborated by the
enhanced internal revenue generation capacity of states, given the downward
trend in the ratio of federal revenue allocated to the states between 1984 and
1997. Again, there is an inconsistent relationship recorded between 1984 and
1990 when the allocation formula was reviewed downward from 32.§ to 30
per cent against the states, while the aggregate self-dcp-endcncy ratio also
reduced from 0.267 to 0.137. This may be attributed to various extrabudgetary
grants given to the states by the federal government an_d_ the extravagant
expenditure of the Babangida administration’s aborted transition programme.

Attempts at explaining the impact of the downward review of the revenue
allocation formula on the federal governments independent revenue sources
and non-oil revenue performance suggest that the current revenue allocation
formula does not influence the revenue drive of the federal government (see
the federal government row in Table 3.) This i s due to the federal governments
reserved ability to adopt monetary policies, including sales pf treasury bills
and certificates, and issuing of fiduciary notes to finance its programmes.
Evidently, the growth in budget deficits qnd money supply, and the rapid
depreciation rate of the naira all explain the neutrality of the federal
government in the revenue allocation formula.

4. Resource Potentials for Dependable Fiscal Base

In this section, the resource base of the economy is examined with the aim of
generating a foundation on which fiscal potentials can be df:veloped for the_
country. Thereafter, we consider some avenues through which the abundant
fiscal potentials could be turned into actual government revenue to lessen the
overdependence on the oil sector.

4.1 Resource endowment and fiscal potentials

The foundation for revenue base diversity depends on disparity in natur?l
resource endowment (across land space) and human factor enc!owment in
Nigeria. The tax base may be the commodities that either come directly fr9m
the land such as agricultural produce and minerals or from manufacturing
processess. In all the cases, the land in any locality should be able to support
the production of goods. The human input into thi.: revenue base is probably
the most important. Labour income and organizational profit a_lso ffu_'m
essential tax bases. In all, human inputs such as skill, entrepreneuria! ability
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and other innate qualities are very crucial to the formation and expansion of
the tax _ base. These natural and human factors influence the volume of
economic activities and, therefore, the tax base and proceeds from different
areas.

The revenue potentials of Nigeria can be directly linked with the resources
of the economy. The revenue potential is, thus, a reflection of the natural
endowment of the country. Every resource indicates some revenue waiting to
be tappec! at the commencement of resource exploitation: unexploited
resources in the lithosphere and biosphere cannot generate realizable revenue
It is important to explore these potentials so that plans could be made in the,:
future to create a congenial environment to their exploitation and, hence
higher revenue generation. , ’

The agricultural potential of Nigeria has been the most exploited land
resource in the country, but at a small subsistent individual landowner level
Agriculture still accounts for about 32 per cent of the GDP and offers over 66
per cent of employment in Nigeria. These proportions of high employment
and low GDP contribution only demonstrate the low modernization of the
sector, and culminating in low output per head. The revenue from the sector
w!ll n.ecessz_ari]y be low. The distribution of agricultural potential is fair as
Nigerian soils are generally of high cultivable quality. The northern soil zone
can produce various grains while the southern soils are good for production of
tree and root crops. The middle belt yields a mixture of grains, tree and root
crops. This classification is only a function of the relative rainfall, humidity
vegeta?ion and available soil moisture. Although temperature is an importani
'fac.tor in crop production in Nigeria, it is not regarded as a crucial factor since
it Is not as much a constraint as availability of soil moisture. Indeed the
soil-type argument for zone demarcation is not so crucial compared to rai’nfall
(Nwafor 1982).

The Niger Delta has a long rainy season which lasts about nine months. The
major crops grown there are plantain, banana, maize, cocoyams, cassava and
some species of yams. The northern and-western parts of the Niger Delta are
conducive for the production of beans, citrus fruits, cocoa, kolanut and various
vegetables while the east is conducive for cultivating oil palms as its principal
cash crop. The middle belt has surplus output of root crops especially yams
cassava gnd rice. As we move érorthward from the middle belt, the lan(j
becomes increasingly suited for creals production which replaces root crops.
However, in the Bida, Kaduna and Jos zone, one can still find a fair mixture of
roo'ts anfi grains. As we move further towards the notth, root crops do not
thrive with ease, giving way to guinea corn, rice, millet and groundnut, among
other savannah crops. These crops have shorter growing periods than the root
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crops and are adaptable to the short raining season in the north. Animal rearing
is a natural occupation in the northern region of Nigeria because of the huge
expanse of grassland there and other favourable factors.

Nigeria is highly blessed with agricultural resources that can form rich
revenue potentials for the government. Indeed, the diversity in spatial distri-
bution of agricultural occupations and resources across the length and breadth
of the country testify to the revenue potential of the country. Government at
the federal, state and local levels can develop revenue sources, first, by
cncouraging expansion in the traditional occupations of the people in a parti-
cular area, and then, through investment stimulation in new areas by granting
liscal incentives for the development of new industries. There has been some
neglect of traditional revenue base such as income tax on farm produce,
fishing, animal husbandry, hunting, timber dealing and sc on. These revenue
sources can be harnessed through organized value assessment and collection
of taxes on the incomes of people engaged in such occupations.

Again, for the tax sources of traditional occupations to be sustainable,
government at the different levels should adopt policies to enhance profitable
investment in these occupations. For instance, government should ensure that
necessary infrastructure is provided in areas where there are high revenue
potentials. Every community requires water, electricity and good roads to
enhance their livelihood. Generally, the availability of these infrastructure is
sine qua non for growth and modernization of the traditional sector. It is only
through this that the abundant revenue potentials in the country can be
realized.

The pattern of providing infrastructure in Nigeria often does not reflect any
incentive to the potential revenue sources. In most cases, basic infrastructure is
only provided after long periods of neglect and agitation. [t is not uncommon
for a community to be completely forgotten unless a public figure with an
interest in the area brings his influence to bear. It is for this reason that the
rural areas generally lack basic infrastructure — pub':c figures do not live there.

It should be emphasized that the creation and maintenance of rural infra-
structure will not only guarantee low business costs and rapid economic
growth with attendant increased revenue generation opportunities, it will also
reduce the costs of revenue collection. Moreover, it will ease accessibility to
rural businesses by tax assessment agents, which will improve the tax records
and returns. The problems of agricultural development in Nigeria have been
poor planning and discontinuity in-between regimes, inadequate infrastructure
in the rural sector and backward technology, leading to high costs of pro-
duction. Idachaba’s (1995) assessment shows overdependence on natural
weather conditions for agricultural production, uncoordinated agricultural
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[Minerals

Table 4. Summary of the Main Mineral Resources in Nigeria

Major Area of Occurrences

Production Activities

\. Fossil fuels

Petroleum oil and

Niger Delta area, offshore,
Ondo, Imo States

Petroleum refining, petrochemical
plants at Port Harcourt, Warri, Kaduna,

associated gas gas plant at Bonny; Feriiliser plant at’
Onne; crude oil exploitation in Rivers,
Delta, Akwa Ibom, etc.
Coat Anambra, Enugu and Benue | Coal mining in Enugu (at a lower scale
State now).
Lignite Anambra, Imo and Delta State
. Metallic Minerals
Tin los Plateau, Zaria, Kano Mining in Jos
Columbite Jos Plateau Mining in Jos
Cassiterite Jos Plateau, Bimin Gwari Mining in Jos
Tantalite Jos Plateau
Wolramite Jos Plateau
Molybdenite Jos Plateau
Lead and zinc Abakaliki and Zurak
Gold Hesha,, Minna, Sokoto
Iron Kwara, Kogi, Benue, Iron ore mining-Itakpe, Steel Mills —
Anambra and other areas Jos, Ajaokuta, Aladja, Oshogbo, Ikot
Abasi, Katsina.
. Radioactive
Minerals
Uranium Jos Plateau and Sokoto Mining in Jos
Monazite Jos Plateau
Thorite Jos Plateau
Zircon Jos Plateau
. Non-metallic
Minerals
Limestone In most states Cement plants in Lagos, Gboko,
Bauchi, Nkalagu, Okpella, Sokoto, and
Calabar
Marble Kwara, Edo, Benue, Niger, Marble mining plant in Igbeti-Oyo
Oyo State
Industrial rocks In most states Mining in most states for building and
and gravel construction industries
Clay and shale In most states Mining in most states and used in
ceramic industries :
Kaolin Rop near Jos, Nsu near Mined and utilized in paint industries
Umuahia, Itu in Akwa Ibom,
Fuldspar Abuja and Egbe in Kwara

Publications.

Sources: Nwajide Nwajide (1982), and updated with information in column 3 from CBN and FOS
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support programmes such as in fertiliser distribution, and non-availability of
supply management facilitics for the preservation of excess stock. The
situation is aggravated by the discontinuity in policy programmes that would
have developed the rural seetor of the economy on a sustainable basis; policy
inconsistency and discontinuity have perpetuated rural underdevelopment in

Nigeria.

The absence of special consideration for all possible sources in the revenue
distribution and expenditure plans has been responsible for blatant tax evasion,
low tax base, poor assessment efforts and slow pace of development of new
taxes. The inadequate supply of socio-economic infrastructure to rural areas
has also resulted in low returns on agricultural investment. The effect of this
on the revenue position of the government is the paltry tax collection from the
sector. This is an expected outcome from the low output, and lack of access tc

taxable agricultural businesses.

Nigeria is also very rich in mineral deposits though their exact volumes
have not been ascertained. Table 4 shows the major minerals found in large
quantities in Nigeria, their locations and the production activities where they’
are used. Output from the sector since 1970 shows that petroleum mining has
continued to account for over 90 per cent of the total and sometimes rises as

high as 98.9 per cent as was the case in 1995.

Even though there have been mining activities in Enugu coal mine, the Jos ™
tin mine and the oil rig at Olobori near Port-Harcourt before 1970, mining
only gained ascendancy as a major cash earner in the early 1970s with the
impetus given to crude oil production by the oil price hike of 1973. The oil
price increase also slowed down agricultural growth and expansion. Thus, the
1970s marked a change in the direction of trade and tax base. Government
revenue began to flow mainly from oil-related sources — petroleum profit tax,
oil royalty, NNPC sales profits and oil lifting licences. This shift to mineral
trade was remarkably different from the shift to massive trade in agriculture.

Mining activities depend largely on the natural endowment of the land. The
technology demands much more entrepreneurship and capital outlay than does
agriculture. But most Nigerians lack the required technological know-how,
thereby delaying their participation in the mining industry until 1992 when
Summit Oil Company was incorporated as the only Nigerian oil company.

Low-level manufacturing activities (8.5 per cent of GDP for the period
1980 to 1996) in Nigeria has also been a major cause of low value-added to
national revenue effort from all other sectors. This is because primary products
both at home and abroad command lower prices and slower price increase.
Both the absolute price and rate of price changes are factors to be considered
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in commodity tax base, and in 1axes levied on the income of those who trade
in the commodities.

The two commeodities discussed - so far agricultural produce and minerals —
have been influenced by the direction of world trade. The revenue situation of
the government has primarily been a reflection of natural .endowment.
However, technological requirements and the direction of world trade are
factors to note in considering the growth of the revenue base of states and the
federal government.

The abundance of agricultural, mineral and energy potentials in Nigeria
shows that the economy can be industrialized to any height. And with the
spread of natural resources in every part of the country, it follows that
neighbouring communities are veritable sites for industrial concerns. But for
the required level of industrialization to take place, basic infrastructure like
electricity, telecommunications and potable water, which every investor is
forced to provide for now, has to be provided nationwide by government or
the private sector. Industrialization will expand the tax base and increase the
tax yield as more people will be involved in industrial production.

It can be argued that the federal government has no* been innovative
enough in revenue generation. It has relied mostly on the direction of trade and
trade cycles to determine its source and level of revenue. But with the conti-
nuous reduction in crude oil prices in the last two decades, the revenue
structure of the country has been tailored along internal capacity of the
economy. This has been made possible by the structural adjustment
programme (SAP). During SAP, there were various temporary levies and
surplus revenue from foreign exchange and petroleum price deregulations.
This resulted in the establishment of the foreign exchange surpius account and
the Petroleum (Special) Trust Fund into which gains from the foreign
exchange and petroleun fuel markets were poured. There are other sources of
revenue such as education tax, highway tolls, etc., which were introduced
during SAP to stem the shortfall in revenue due to the dwindling oil prices.
However, apart from value added tax (VAT), which was introduced in 1994
and tariff harmonization which can be regarded as long-term tax arrange-
ments, most levies and revenue sources during the economic depression and
16-year (1983 - 1999) transition period have been rather ad hoc. For instance,
the government cannot continue to depend on revenue accruing from the
removal of petroleum subsidies. If the oil sector is completely privatized this
revenue source will dry up; likewise, an effective removal of government
control from the foreign exchange market will also remove the unrealistic
gains from foreign exchange trading.
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It seems tenable that the effect of the Dutch Disease on the oil sector could
no longer be restricted to the intersectoral growth relationship. Apparently,
these effects are observed in fiscal impacts of the sectors. As demonstrated in
Tables | and 2, the internal ability of states to sustain their expenditure is only
a low average of 23 per cent. The federal government, on the other hand, can
only pay 24 per cent of its expenditure annually from sources other than oil
revenue. This vulnerable position means that other constitutional revenue
opportunities are not tapped. Many companies never pay their income tax to
the federal government internal revenue agency while personal income tax is
mostly paid in the states by government employees and some large company
employees. No effort is made to collect taxes from other sources because of
the thinking that the cost of collection will be high; state government officials
would rather wait for their allocation from the federal cil revenue!

4.2 Enhancing fiscal independence

Whichever way we analyse the fiscal dependency in Nigeria — whether we use
revenue base or intergovernmental fiscal relations — we cannot avoid the
conclusion that the revenue base is too dependent on oil earnings and that
states and local governments are excessively dependent on the federal alloca-
tion for their finances. Among the reasons for this negative skew towards oil
revenue inspite of other viable sources are as follows:

a. the reliance on a monocultual economic base is indicative of the low
stage of the nation’s development and the dearth of individuals with
entrepreneurial skills. However, there has been rapid increase in the
number and distribution of entrepreneurs in recent times;

b. there are serious crises in the infrastructural subsector in the country.
This has led to high costs of doing business in Nigeria and the low
level of production in the manufacturing sector;

c. there is also a high concentration and centralization of fiscal resources
at the federal level. The effect of this concentration is that residents of
the states and local governments are not encouraged by their respec-
tive governments to embark on investments as the fiscal gains from
such activities will not remain in the local economy but transferred to
the federation account or local government joint account for sharing at
the federal level;

iv. internal revenue generation activities at the federal, state and local
government levels are not intensified to realize higher tax returns from
other sources. Many companies do not pay profit/incomne tax to the
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federal govemnment and some individuals do not pay income tax to the
states simply because the system makes it possible for them to avoid

payment. In fact, the taxes collected in Nigeria are only those that are
deductible from source.

The followi_ng are some of the measures that can be taken to improve the
_present precarious fiscal dependence:

a. there is a crucial need to use fiscal incentive and provision of infra-
structure to encourage manufacturing activities since it has the highest
linkage effects. In this way, the rich resource base of the economy will
be exploited and the resulting income will be taxed. Thus, gradually
ﬂ_1e revenue base would be expanded and economic activities diver—’
mﬁe.d. Gen'erally, every level of government should spend some pro-
portion .of Its current revenue on projects that will give incentives to
private investment in its area;

b. at the moment, there are very low incentives in the revenue allocation
fprmula for any state to aspire to increase its internal revenue genera-
tion capability. The principies of revenue derivation and sharing of
mtemal. revenue should be rated higher than equality of states
population, and developmental needs. This will encourage the states tc;
explore and exploit their internal revenue base to its limits. It will also
strengthen the state fiscal power and reduce agitation and tension at
the federal level;

c. since the federal government is interested in fiscal self-reliance of the
states and local governments, tax powers should continually be
devolved on the lower governments. For instance, it is good that the
federal government used its resources to study and initiate VAT
assessment and collection. Within the short time of its introduction
VAT has posted very encouraging results on the national revenue
structure. What remains is for the federal government to relinquish its
cpntrol of its administration, collection and expenditure to the respec-
tive state governments. Since the tax base of VAT, like personal
income tax, has sufficient spread across the states, the administration
of the tax should be carried out by the states. The federal government
should only regulate its administration to protect the people from
double taxation. The states too should remit some small proportion of
YAT proceeds to the federal government. This will strengthen the
mterr_lal revenue capacity of the states and challenge the weaker states
to give high investment incentives to encourage production and
distribution activities in their domain.
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5 Conclusion

Nigeria is richly blessed with diverse resources and the spatial differences in
resource endowment can be a strong basis for diversification in revenue
sources. At the moment, however, the position reveals a monolithic revenue
base and weak state governments’ internal capacity to sustain their fiscal
plans. The fiscal relations as practised in Nigeria gives weak incentives to
state governments to exploit internal sources of revenue, thereby resulting in
unhealthy dependence on the federal government.

The way forward lies in giving fiscal incentives to other economic
activities, especially manufacturing industries, and reviewing the federal
revenue allocation principle to give higher incentives to internal revenue
peneration at the state level. This will diversify the fiscal base and reduce the
Jependence on the federation account. It is also in the interest of federalism
and increased development of all units of government that there should be
devolution of more tax powers on the lower levels of government.
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