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ABSTRACT 

This study investigated the impact of Internally Generated Revenue on the Performance of Local 

Governments in Rivers State. Two Research questions and Two Hypotheses were formulated to guide the 

study. The ex-Post Facto Research Design or Causal Comparative design was adopted for the study. 

Ogba/Egbema/Ndoni Local Government Council was purposefully selected for the study. Statistical 

analysis was performed using data from the financial statement of the Council from 2006 to 2013 sourced 

from the office of the Auditor General for Local Government. The t-statistics analysis was employed in 

testing the hypotheses. A major finding of the study was that Tax revenue displayed a positive but 

insignificant influence on road construction and maintenance. Notwithstanding the insignificant influence 

of Tax revenue on road construction and maintenance, the study concluded that Tax revenue and Non Tax 

revenue are vital ingredients in improving the Performance of Local Government Councils in Rivers 

State. Some recommendations were therefore offered in this regard. 

Keywords: IGR, Infrastructure provision, Salaries & Wages,  Local Governments, Rivers State 

INTRODUCTION 
The Nigerian nation in the Sixties was made up of the central Government and constituent regional 

Governments. One of these regions as it then was could be compared to the present day ten or more 

states, put together. The wide geographical spread of the regions greatly impaired the effectiveness and 

efficiency of governance at the Local Area. There existed a large communication gap between the rural 

dwellers and the regional Government, existence of thick bureaucratic bottlenecks that militated against 

the development of the rural communities as well as an ineffective representation of the rural 

communities at the regional governments to mention but a few. Andrew D. (1982:41). 

These challenges triggered the creation of states out of the Regions in the late 1960s. The states became 

the federating units of the federation, with smaller units called the Local Government Councils. The Local 

Government Councils were created in response to the yearnings of the people (particularly the rural 

dwellers), and also the need and burning desire by Government to get closer to the governed, with  a view 

to delivering the dividends of good governance. According to Edogbanya et al (2013) the principal aims 

of creating Local government Councils in Nigeria include; 

1. To serve as the third tier of government through which appropriate services and developments are 

made in response to the wishes of local community through their representatives. 

  2. To serve as an intermediary between government at the center and local communities.   
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3. To mobilize and utilize both human and material resources by engaging the people at the local level in 

the government activities.  

 4. To facilitate the exercise of democratic self – government closer to the grass root of the society and to 

exchange initiative and leadership potential 

In response to the above objectives, the 1999 constitution of the Federal Republic of Nigeria as amended 

has conferred the following as functions and responsibilities of the Local Government Councils;  

            1. a. The Consideration of the making of recommendations to a state  commission on economic 

planning or any similar body on; 

 The economic development of the state, particularly in so far as the areas of   authority of the 

council and of the state are affected and; 

 Proposals made by the said commission or body. 

b.   Collection of rates, radio and television licenses 

c.    Establishment and maintenance of cemeteries, burial ground and homes for     the destitute or infirm. 

d. licensing of bicycles, truck (other than mechanically propelled trucks), canoes, wheel barrows and 

carts. 

e. Establishment, maintenance and regulations of slaughter houses, Slaughter slabs, markets, motor parks 

and public conveniences. 

f. Construction and maintenance of road, streets, street lightening, drains and other public highways, 

parks graders, open spaces, or such public facilities as may be prescribed from time to time by the House 

of Assembly of a State. 

g. Naming of roads and streets and numbering of houses. 

h. Provision and maintenance of public conveniences, sewage and refuse disposal. 

i. Registration of all births, deaths and marriages. 

j. Assessment of privately owned houses or tenements for the purpose of levying such rates as may be 

prescribed by the House of Assembly of a state, and 

k. Control and regulation of 

I. Outdoor advertising and hoarding 

II. Movement and keeping of pets of all description 

III. Shops and kiosks 

IV. Restaurants, bakeries and other place for sale of food to the public 

V. Laundries and 

VI. Licensing, regulation and control of the sale of liquor. 

2. The function of a Local Government Council shall include participation of such council in the 

Government of a state as respects the following matters 

a. The provision and maintenance of primary, adult and vocational education. 

b. The development of agriculture and natural resources, other than the exploration of minerals. 

c. The provision and maintenance of health services; and 

d. Such other functions as may be conferred on a Local Government Council by the House of 

Assembly of the State. 

 

In recent times, with the advent of  technologically driven information system and the proliferation of 

social media, the electorates and indeed the general public have become more politically and socially 

aware of the workings and responsibilities of the local Government system towards her citizens. To this 

end, there has been an increased demand for accountability and stewardship by the electorates. Suppliers 

and contractors demand performance profiles to ascertain the liquidity and other financial measures, so as 

to assure themselves, of the capability of Government to meet their contractual and financial obligations. 

Often times also, the Government will indulge in borrowing from commercial and other financial 

institutions. These institutions as a practice would retrospectively dig into Government‟s performance 

with a view to projecting their future financial capacity before granting any facility.  
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There are also the investors, who seek conducive economic, social and even political environments to 

invest. How well or bad a government performs goes a long way in determining the degree or level of 

investment in that area; given that investments are major determinants of internally generated revenue; 

Nwampu (2001:18). Similarly, the staff of the government will be interested in having an insight into how 

government has fared with respect to workers welfare including the provision of basic amenities, and the 

creation of enabling economic and social environment. All these from the perspective of staff, help one 

way or the other in regulating the cost of living and ensuring that the real value of money paid as salaries 

and wages are brought under control. 

Studies revealed that organizations in the private sector tend to perform more than their counterparts in 

the public sector; ECF report (1984). This has been adduced to the prudent management of resources. 

According to the “Local government economic reform of 1976”, inadequate funding has hampered the 

effective administration of the local government system in Nigeria. The reform therefore advocated an 

increased funding for the third tier of government particularly through increased internal revenue efforts. 

An empirical study carried out by Ehule (2015) on the impact of internally generated revenue on the 

performance of a public sector, reveals that permits and rates have significant positive impact on 

performance. Edogbonya (2013) studied the impact of revenue generation on government developmental 

efforts. The study found out that internally generated revenue has positive relationship on government 

capital projects. The relationship between tax revenues and economic growth vis-à-vis performance has 

been extensively studied at the federal and state levels with little or no empirical study on non tax 

revenues. Again, the few studies carried out on internal revenues and performance at the Local 

Government levels are centered on the relationship between tax revenues and performance, again leaving 

out studies on non tax revenues which are equally an important aspect of internal revenue. No empirical 

study on performance have dealt with payment of salaries and allowances of employees, which are 

considered as implied responsibilities to governments as prescribed by the 1999 constitution. Focus has 

been on the provision of infrastructure and other public goods and services. The study therefore intends to 

harp in on the observed gaps with a view to bridging them. 

1.1 Statement Of The Problem 

It is the desire and intention of every responsible organization to deliver its objectives. How well or bad 

an organization goes about the pursuit of its mandate will have a far – reaching consequences on its 

corporate existence. 

Worried by the fluctuation of oil prices in the past decade, which climaxed recently into a continual slide 

in global oil prices, there has been an increased drive in the generation of internal revenue in the local 

government system. 

This renewed effort in revenue generation is necessitated by poor infrastructural development and poor 

staff welfare. 

Therefore, the problem of this study is to investigate the benefits of internally generated revenue on the 

well being of the people. 

1.2 Aim And Objectives Of The Study  

The main aim of this study is to investigate the impact of internally generated revenue on performance of 

Local Government Councils in Rivers State. Other specific objectives include, to: 

i. Determine the impact of tax revenue on road construction and  maintenance  

ii. Determine the impact of non-tax revenue on staff salaries and wages 

Research Questions 

The following research questions will be answered to obtain the findings or results of the study. 

1. To what extent does tax revenue impact on road construction and maintenance 

2. To what extent does non-tax revenue impact on staff salaries and wages 

1.3 Hypotheses  

The following null hypotheses have been formulated to guide this study. 

H01; There is no significant effect of tax revenue on road construction and maintenance. 

HO2; There is no significant impact of non-tax revenue on staff salaries and wages 
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2. REVIEW OF RELATED LITERATURE 

This section will focus on the review of literature related to the study. In doing this, the section is 

categorized into the following subheadings; theoretical framework, conceptual framework and review of 

empirical studies. The theoretical domain will focus on theories upon which variables of the study are 

rooted. The conceptual framework will look at the meanings, definitions and other dimensions of the 

variables and their constructs while the empirical studies will dwell on analyzing the result and findings 

of other related empirical works with a view to establishing similarities or otherwise with this study. 

2.1 Theoretical Framework 

2.1.1 Theories of Welfare 

Performance in some regards is synonymous with welfare. Generally, in most economic literatures, 

welfare has been viewed as the maximization of utilities or satisfaction derived from the use of public 

goods and services, as the utilitarian‟s will put it, “the greatest happiness of the greatest number”. To 

appreciate our discussion in the domain of welfare economics concepts and theories of General welfare, 

economic welfare and social welfare are inevitable. 

The General Welfare Theory: General welfare according to M.C. Jhingan (2012:491) refers to “all 

economic and non-economics goods and services that provide utilities or satisfaction to individuals living 

in a community”. This point of view suggests that increased Government expenditure on public goods 

and services will increase the satisfaction or otherwise utilities of the citizenry. 

Economic Welfare Theory: Pigou in M.C Jinghan (2012:491) defines economic welfare “as that part of 

General Welfare which can be brought directly or indirectly into relation with the measuring rod of 

money”. Emphasis here is on the utility and satisfaction derivable by an individual from the use of 

economic goods and services or those that can be exchanged for money, as opposed to the non-economic 

goods and services accommodated by the view of the General welfare economists. Pigou stressed that 

welfare can be measured with money. Again, this position by Pigou has come under serious criticism. Dr. 

Graaf, a leading contemporary economist in Jinghan (2012:491) disagrees with pigou‟s concept of 

economic welfare. He adduced two reasons for this; 

1. “Money as a measure of welfare is neither accurate nor satisfactory because value and money changes 

with variations in the price level”. 

2. “Economic welfare does not depend upon exchangeable goods and services because it is not possible 

to separate economic factors from non-economic factors so far as an individual‟s state of mind is 

concerned”. 

      In tandem with Graaf‟s positions, Robertson in Jinghan (2012:491) posits that “an individual‟s 

welfare depends upon both economic and non economics factors”. He argued that non-economic factors 

cannot be assessed.  

Social Welfare Theory: The socialists, in describing yet another dimension of general welfare, define 

social welfare as the “aggregation of the satisfaction or utilities of all individuals in a society”. Jinghan 

(2012,492). Accordingly, two main concepts for measuring social welfare were developed, the pareto 

improvement and the distributional improvements. 

The Pareto Optimality Theory: The pareto improvements is anchored in the theory of “pareto 

optimality” as propounded by Steve Pareto. Pareto explains that “welfare is said to increase (or decease) 

if at least one person made better off (or worse off) with no change in the position of others.”      Jinghan 

(2012;506). In pareto‟s exact words “We are led to define as a position of maximum optimality (welfare) 

one where it is impossible to make a small change of any sort such that optimality of all the individuals 

except those that remain constant, are either all increased or all diminished” What these mean in a 

nutshell is that government expenditure on public goods and services should be tailored in such a manner 

as to add value (satisfaction) rather than subtract. To buttress this point, consider a scenario where 

government constructs a road on some one‟s farmland whereas a large part of the people will enjoy utility 

on the use of the road, the owner of the farmland is left worse-off with no farmland to farm on. Pareto 

suggests in this case that the farmland owner be adequately compensated for by relocating it, so that 
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utility or satisfaction will be maximized totally. It is against this backdrop that hicks et al in jinghan 

(2012;492) explains social welfare in terms of “the compensation principle”. 

The distributional improvements theory:  The distributional improvements concept on the other hand 

suggests that “Social welfare is increased, when the distribution of welfare is better in some sense. It 

makes some person in society better off than others so that the distribution of welfare is more equitable.”     

The Paternalist Theory: Dr Graff in a rather contrary but swift response, propounded another concept   

“The paternalist concept.” This concept according to him “is a state or a situation where a paternalist 

authority maximizes social welfare according to its own notion of welfare without any regard to the views 

of individuals in society.” This view obviously cannot thrive in a democratic system, but will rather find 

its footing in a dictatorial setting where it will perpetually habit. Economists however, have 

discountenanced the use of this concept in the measure of social welfare.  In all, economic welfare implies 

social welfare which is concerned primarily with policy that leads to either a pareto improvement or a 

distributional improvement or both. 

The study on performance will therefore, is anchored on the social welfare theory. This is so because the 

social welfare theory measures welfare using the pareto improvement or compensational principle and the 

distributional improvements concept. These principles in practice are employed often time by government 

in the allocation and distribution of public goods and services. Recall our study on performance is 

premised on the ability of government to provide social amenities in other to guarantee welfare. 

2.1.2    Theories Of Taxation 

The doctrines of tax principles have received considerable attention right from the inception of public 

finance. Principles of taxation means the appropriate criteria to be applied in the development and 

evaluation of the tax structure “Anyafo (1996;31)”. Such principles are essentially applications of some 

concept derived from welfare economists. To achieve the objectives of social justice, the tax system 

should be based on sound principles; Anyanwu (1996) et al in Isaac (2015) highlighted eight principles of 

taxation. 

Principle of equality: This principle focuses on the fairness of the tax system. Jhingan (2004) argues that 

every tax payer should pay the tax in proportion to his income. Put differently, the rich should pay more 

than the poor whose income is less. Adam smith submits that the amount of tax payable should be equal, 

that is proportional to income. According to Smith, a tax is considered equitable or just only when a tax 

payer has the ability to pay.  

Principle of Certainty: The tax which each individual is bound to pay ought to be certain and not 

arbitrary. The time of payments, the manner of payment, the quantity to be paid   ought all to be clear and 

plain to the contributor and every other person”. Jhingan (2004). This principle clearly discourages 

ambiguity and arbitrariness in tax payment. It should be clear to all taxpayer as to what, when, how and 

where taxes are to be paid. 

Principle of Convenience: This principle advocates that the time and manner of payment should be 

convenient to the taxpayer. Jhingan (2004:36) says “Every tax ought to be levied at the time or in the 

manner in which it is most likely to be convenient for the contributor to pay”.  

Principle of Economy: There are two perspectives to the principle of economy according to Jhingan 

(2004); 

           i. It should be economical for the Government to collect it. If the cost    of collection exceeds the 

revenue which the tax brings, such a tax is uneconomical, and should not be levied. 

          Ii. The tax payable should be economical to the tax payer. This means that the tax payer should 

have sufficient money left with him after paying the tax. 

 

2.2  The Local Government System 

Local government administration in Nigeria had its origin from the colonial days. There was a well 

entrenched system of government then particularly in the northern region which made it practically 

difficult for the colonial masters to penetrate. This led to the introduction of indirect rule system in the 

northern part and the English version of local government system in the eastern and western parts of 
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Nigeria. Due to the peculiarities that existed in the three geo-political regions, each region adopted a 

suitable form of administration that best describes its nature and circumstance. The north continued with 

the traditional authority system which focuses on the traditional rulers, the east and the western regions 

operated the English version of the local government system which was highly regulated by the legal 

system and was characterized with elected majority of voluntary unpaid members and members carrying 

out executive and administrative duties through the committee system. 

The post independence era saw the creation and proliferation of the local government areas .The 1979 

constitution recognized 301 local government councils in Nigeria. This recognition came after the local 

government reform of 1976 whose aim was to restructure the local government system to be in line with 

global best practices. One of the highlights of the reform was the recommendation that local government 

should have a population range of 150,000 to 800,000. 

Structure/ Organization: The local government is made up of the executive arm, and the legislative 

arms. The executive arm consists of elected chairman, vice chairman, secretary and supervisors who are 

appointed by the chairman as well as staff in the civil services. The Head of the local Government 

Administration (HLGA) is the top in the hierarchy of the local government civil service system, having 

the status of a permanent secretary in the state civil service .There are often technocrats who head the 

various departments (Civil service manual, 2005). 

The Director of finance /Treasurer heads the finance department , The Director of General service and 

administration, the director of  works,  the director of education and the director of social development , 

youths and culture, all head their respective departments. The legislative arm is made up of the councilors 

who represent their various wards. The legislative arm is headed by the leader of the legislative assembly, 

a deputy and a chief whip. There is a clerk of the legislative assembly who is a civil servant. 

Importance and Sources Of Revenue To A Local Government:  The need for more purposeful and 

effective government system necessitated the local government reform in Nigeria. The reform remarked 

that for local governments to function effectively and meet its constitutional responsibilities, the need 

therefore for adequate funding is inevitable. To this end the reform committee recommended improved 

funding both from its internal and external sources .The importance of funding was expressed by 

Ogbonna (1994; 240) when he highlighted the importance of finance to include;  

    1.  Investment in project which will help to raise the standard of living. 

     2. Provision of social amenities  

     3. Provision of employment through regular payment of salaries and other  

          Related matters         

Agbo (1995) maintained that there are two primary sources of revenue available to the local government 

council. They are the internal and external sources. The external sources are the federal allocation and the 

10% share of the state‟s internally generated revenue. This source of revenue has been extensively dealt 

with in other literatures and falls outside the focus of this study. 

Internally Generated Revenue : According to JORA (1993), internally generated revenue refers to the 

“revenue generated by the local government within its geographical confinement for the exclusive use by 

the local government in the provision of public goods and services”. The high points of the definition are 

that first, the revenue generation is the effort and initiative of the local government, Secondly the revenue 

must be collected within its locality and thirdly, the revenue are to be utilized by the local government 

.The internally generated revenue of local government falls into two main categories; The tax revenue and 

the non-tax revenues. The adoption of the Cash Basis IPSAS in January 1
st
, 2014, and the introduction of 

the National Chart of Accounts by the “FAAC Sub Committee on the Road Map for the Implementation 

of IPSAS” for all Tiers of Government in Nigeria, brought about uniformity in the accounts codification 

system in Nigeria.  

The Auditor General for Local Government in conjunction with the Ministry of Local Government 

Affairs were hitherto saddled with the responsibility of issuing circulars and directives on the account 

coding system to be adopted as well as the financial reporting system to be used by all Councils in Rivers 

state. The introduction of the “National Chart of Accounts”, had however truncated this practice. The 
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2013 Appropriation Act of Ogba/Egbema/Ndoni Local Government Council shows the various heads of 

the internally generated revenue items and their respective codes; 

             1001 -    Taxes  

         1002 –   Rates 

             1003 –   Local Licenses, Fees and Fines 

             1004 –   Earnings from Commercial Undertakings 

             1005 –   Rent on Local Government Properties 

             1006 –    Interest payments and Dividends 

             1007 –    Grants 

             1008 –    Miscellaneous 

             1009 -     Statutory Allocations 

Heads 1001 to 1008 are considered as the internally generated revenue of the Council while head 1009 is 

external source of revenue hence fall outside the scope of our study. 

Tax Revenue: There have been attempts by scholars to define the term tax. Some tend to view it from the 

legal perspective through judicial pronouncements by courts others tend to give literary definitions. The 

oxford advance learner‟s dictionary defines tax as “money that has to be paid to government so that it can 

pay for public services”. 

The black law dictionary however, defines tax as “monetary charge imposed by government on persons, 

entities or properties levied to yield public revenue‟‟. In summary, tax is a compulsory levy by a 

sovereign power on the incomes, profits, goods, services or properties of individual and corporate bodies, 

trust and settlements. Tax revenue therefore has been defined by the business encyclopedia as „‟the 

revenues collected from taxes on income and profits, social security  contributions, taxes levied on goods 

and services, payroll  taxes, taxes on the ownership of, and transfer of property and other taxes‟‟. In all 

the definitions offered, taxes have been seen as impositions of burdens to the tax payers with the intention 

of raising money to support government. The Federal Accounts Allocation Committee (FAAC) Sub 

Committee on the Road map for the adoption of IPSAS in 2012 issued a manual “FORMAT OF 

GENERAL PURPOSE FINANCIAL STATEMENTS (GPFS)” to be used by all Tiers of Government in 

Nigeria. In the format, Taxes and Rates (heads 1001 and 1002) were classified as tax revenue while Local 

Licenses/ Fees/ Fines, Earnings from Commercial undertakings, Rent on Local Government Properties, 

Interest payment/Dividends, Grants and Miscellaneous (Heads 1003 to 1008) fall under Non Tax revenue. 

The sub categorization of the Tax Revenue as outlined by the 2013 Appropriation Act of 

Ogba/Egbema/Ndoni local Government Council is as shown below; 

       Table 1: Head: 1001  TAXES 

SUBHEAD DETAILS OF REVENUE 

1 Community or Poll Tax 

2 Arrears of community or Poll Tax 

3 Capitation Rate 

4 Arrears of capitation Rate 

5 Development Levy 

6 Arrears of Development Levy 

7 Cattle tax  

8 Arrears of Cattle Tax 

9 Other Special Social Services Tax 

10 Arrears of Other Special Social Services Tax 

11 Electricity Bill 

Source: 2013 Appropriation Act of Ogba/Egbema/Ndoni Local Government  
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Non-Tax Revenue: The business encyclopedia defines non tax revenue as “revenue earned by 

government from sources other than taxes”. One striking feature of non tax revenue is that its imposition 

is intended as a punitive measure to correct some activities which are considered counterproductive or to 

discourage certain activities. According to the various definitions of tax, it will be seen that payments 

made for the use of government properties, goods and services will not qualify as taxes. Again the 2013 

Appropriation Act of Ogba/Egbema/Ndoni Local Government Council, in line with the format for 

financial reporting as released by the FAAC Sub Committee on the Road Map for the Implementation of 

IPSAS, non tax revenues have been identified according to their heads and sub heads as follows;    

Table 2: Head 1002; Rates  

SUBHEAD HEAD DETAILS OF REVENUE 

1 Tenement Rate 

 2 Arrears for Tenement Rate 

3 Ground Rent (including Territorial Water) 

4 Fed. Govt. Grant in lieu of Tenement Rate  

5 State Govt. Grant in lieu of Tenement Rate 

Source: 2013 Appropriation Act of Ogba/Egbema/Ndoni Local Government 

        

Table 3: Head 1004; Earnings from Commercial Activities 

SUB HEAD DETAILS OF REVENUE 

1 Market Stall Fees (lock up/open) 

2 Motor Park Fees 

3 Shops and Shopping Centers  

4 Earning from Transport (Land and Sea) 

5 Proceeds from sale of Consumer goods 

6 Earning from Poultry Farm 

Source: 2013 Appropriation Act of Ogba/Egbema/Ndoni Local Government 

 

   Table 4: Head 1005; Rent on Local Government Property 

SUB HEAD DETAILS OF REVENUE 

1 Rent on Local Government Quarters 

2 Rent on other Government Building 

3 Rent on other Local Government Landed Property 

4 Rent on Local Government Hall and other Property 

Source: 2013 Appropriation Act of Ogba/Egbema/Ndoni Local Government 

 

Table 5: 1006; Interest Payment and Dividends 

SUB HEAD DETAILS OF REVENUE 

1 Interest on Vehicle and Bicycle Loans 

2 Interest on Loans to other Government Agencies 

3 Dividends and Interest on Deposit Account 

Source: 2013 Appropriation Act of Ogba/Egbema/Ndoni Local Government 
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   Table 6: Head   1007; Grants 

SUB HEAD DETAILS OF REVENUE 

1 Grants from State Government 

2 Grants from Federal Government 

3 Other Grants and Project -Tied Loans 

Source: 2013 Appropriation Act of Ogba/Egbema/Ndoni Local Government 

   

 Table 7: 1008; Miscellaneous Revenue 

SUB HEAD DETAILS OF REVENUE 

1 Mortuary Hearse and Cemetery Earnings 

2 Earnings on Court Proceedings 

3 Recovery of Losses and Over payments 

4 Payments in lieu of Resignation Notices 

5 Unclaimed Deposits 

6 Council Identification Letters 

7 Miscellaneous 

8 Sign post fees 

Source: 2013 Appropriation Act of Ogba/Egbema/Ndoni Local Government 

 

2.3. Review of Empirical studies  

Few empirical studies have been conducted on the impact of internally generated revenue on performance 

of Government. Ehule (2015) studied the relationship between internally generated revenue and 

performance of a public sector. Data were collected using questionnaires with a five point likert response 

scale from 125 staff of Obio/Akpor Local Government Council drawn from a random sample. The 

Pearson product moment was used to determine the nature of relationship. The results show that permits 

and rates have a positive significant relationship with performance of Obio/Akpor Local Government 

Council. 

Edogbonya et al (2013) studied the impact of revenue generation on government developmental efforts. 

Data were collected from three local government councils using the stratified sampling method. The 

ordinary least square (OLS) and the regression analysis were used to determine the nature of the 

relationship and its statistical significance respectively. Findings reveal a positive relationship between 

internally generated revenue and government capital projects. 

Isaac (2015) studied the impact of indirect taxes on the economic growth of Nigeria. Data were collected 

from a sample of value added tax, import duties and GDP from 2009-2013 drawn from a systematic 

random sampling technique. The ordinary least squares and the t-test statistics were used to determine the 

nature of the relationship and its statistical significance respectively. The result shows that value added 

tax, import duties and excise duties have positive significant impact on gross domestic product. Export 

duties were found to have a negative impact on gross domestic product. 

Essien (2015) studied the impact of tax revenue on economic growth in Nigeria. Secondary data from the 

CBN, financial statements, reports from the Federal Inland revenue service and other sources were 

obtained. The ordinary least square method of multiple regressions was used to establish relationship of 

tax revenue and economic growth. The results show that petroleum profit tax and company income tax 

are positively related to economic growth. That is a rise in petroleum profit tax and company income tax 

will cause a proportional growth in the economy.  

The studies on tax revenue and economic growth are related contextually to the study of internally 

generated revenue and performance. While we admit the fact that the terms may differ based on strict 

economic definitions they are, significantly related in context.   The context in which economic growth 

has been used in the studies mentioned above significantly points to performance at the federal 

Government level. The parameters used in measuring economic growth are synonymous and in material 
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terms refer to government expenditure on public goods and service. Tax revenues as used in the studies 

above reflect the revenues accruing to the federal government.  

In all, the empirical studies reviewed, dwelt much on the relationship between tax revenue and 

performance leaving little or no study on the impact of non-tax revenue on performance. Again studies in 

these areas have focused more on the other tiers of government leaving little or no study of performance 

at the Local Government. The study therefore will attempt to bridge the gaps identified.                             

 

3. METHODOLOGY  

The study adopted the ex-post facto design or causal comparative design. The population for the study 

consist of all the twenty three Local Government Councils in Rivers State as contained in part 1 of the 

first schedule of the constitution of the Federal Republic of Nigeria 1999 as amended.  The data used in 

this study was exclusively derived from secondary source, and was obtained directly from the authorities 

of Ogba/Egbema/Ndoni Local Government Council. Annual financial statements for the periods 2005 to 

2014 was sourced. The period 2006 up until 2011 was when the clamor for the autonomy of local 

Governments reached its crescendo. The 2013 and majorly the 2014 fiscal year was characterized by 

dwindling global oil prices which have lingered and crept into the last quarter of 2015 fiscal year.  

The choice of the ten year period therefore was informed by the need to carry out an assessment or an 

investigation of the viability of the Local Councils, assuming the clamor for autonomy was granted 

during that period. Again, the proposed period (part of it) was characterized by low federal allocation to 

the Local Governments, hence the need to investigate and ascertain the efficacy or otherwise of internally 

generated revenue as an alternative source of revenue to councils.  

The predictor variable for this study is Internally Generated Revenue and measured by the actual amounts 

of tax revenues and non-tax revenues generated by the council. The criterion variable for the study is 

Performance of Local Government Council and measured by the movements in actual expenditure on 

road maintenance and staff salaries/wages.                     

The Pearson Product Moment Correlation Coefficient (PPMCC), statistical tool was adopted to measure 

the causal relationship that exists between internally generated revenue (predictor variable) and the 

performance of Local Government (Criterion Variable).  

 

4. RESULTS AND DISCUSSIONS 

Hypothesis one 

H01; There is no significant effect of tax revenue on road construction and maintenance. 

HA1; There is a significant effect of tax revenue on road construction and maintenance. 

The multiple regressions was carried out using the Ordinary Least Square regression tool, as it is the best 

unbiased linear regression estimator, it was carried out in the normal form and the log-linear form.  
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Table 8: Model 1- Ordinary Least Square Output of Tax Revenue (TREV), Non-Tax Revenue 

(NTRV) and Local Government Road Construction (LGRC) Of Ogba/Egbema/Ndoni Local 

Government council over the period of 2006 to 2013. 

Dependent Variable: LGRC   

Method: Least Squares   

Date: 06/12/16   Time: 22:46  

Sample: 2006 2013   

Included observations: 8   

     

Variable Coefficient Std. Error t-Statistic Prob.   

     

C -48007597 54533766 -0.880328 0.4190 

TREV 2.033887 1.616671 1.258071 0.2639 

NTRV 0.375861 0.435402 0.863251 0.4275 

     

R-squared 0.750702     Mean dependent var 38350000 

Adjusted R-squared 0.090983     S.D. dependent var 22594563 

S.E. of regression 21542194     Akaike info criterion 36.88892 

Sum squared resid 2.32E+15     Schwarz criterion 36.91871 

Log likelihood -144.5557     Hannan-Quinn criter. 36.68800 

F-statistic 1.350313     Durbin-Watson stat 1.576939 

Prob(F-statistic) 0.003911    

     
Source: Eview-8 Output  

 

From the output above in the first model, it can be observed that the coefficient of the constant (C) is -

4800759, which signifies that if all other variables are kept at a constant or zero, the criterion variable 

Local Government Road Construction Expenditures (LGRC) will decrease by approximately 4800759 

units, which shows a high rate of opposite expression by the Local Government Council Expenditure  as 

it tends to decrease regardless of the minute movement and characteristics of the employed predictor 

variables. All variables exhibit a positive coefficient and direction towards the Criterion variable (LGRC).  

The R-squared (R
2
) coefficient of correlation, showing an output of 0.750702, signifies that the predictors 

account for approximately 75.07 percent (%) variation in the criterion variable while 24.93% are captured 

by other variables not in the model (The white noises or unobserved variables), while the Durbin Watson 

reveals an output of 1.576939 showing an absence of autocorrelation judging by its rule of thumb. The F-

statistics given its Probability level is significant, while the t-statistics approves no significance in the two 

employed independent variables using the probability level of their t-statistics against the 0.05 (5%) level 

of significance. Going by the Ordinary Least Square output (Model 1), and utilizing the t-statistics for tax 

revenue (TREV) which is 1.258071 at a probability level of 0.2639 which is greater than the 0.05 (5%) 

significant level benchmark of the study, we therefore do not reject the null hypothesis that there is no 

significant effect of tax revenue on road construction and maintenance.  

The Tax Revenue (TREV) displayed a positive but statistically insignificant influence on Local 

Government Road Construction Expenditures. Positive relationship means movements of the variables in 

the same direction, while statistical significance or insignificance points to the degree of influence of the 

predictor variable over the criterion variable. The finding is in tandem with the findings of Edogbanya et 

al (2013), Isaac (2015) and Essien (2015) which all reveal a positive and significant impact on 
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performance of Government at the Federal Level. The reason for the insignificant influence could be 

attributed to the attitude of Local Government Administrators who tend to often use capital receipts (such 

as grants, loans and financial aids) to fund road construction expenditure and other capital projects. 

Again, the porous tax collection system and its inherent corruption at the Local Government level 

accounted greatly for the insignificant effect of Tax Revenue on Road construction expenditure. This is 

opposed to the vigor and commitment with which the Federal Government drives it revenue generation 

efforts. 

 

Hypothesis two 

HO4; There is no significant impact of non-tax revenue on staff salaries and wages. 

HA4; There is a significant impact of non-tax revenue on staff salaries and wages. 

 

Table 9: Model 2 - Ordinary Least Square Output of Tax Revenue (TREV), Non-Tax Revenue 

(NTRV), and Local Government Staff salaries and wages (LGSW) of Ogba/Egbema/Ndoni Local 

Government council over the period of 2006 to 2013. 

Dependent Variable: LGSW   

Method: Least Squares   

Date: 06/13/16   Time: 22:46  

Sample: 2006 2013   

Included observations: 8   

     
     

Variable Coefficient Std. Error t-Statistic Prob.   

     
     

C 7.93E+08 27116349 29.24143 0.0000 

TREV 0.987567 0.803873 2.228511 0.0279 

NTRV -0.212253 0.216499 -3.980385 0.0319 

     
     

R-squared 0.802269     Mean dependent var 7.95E+08 

Adjusted R-squared 0.023176     S.D. dependent var 10837961 

S.E. of regression 10711632     Akaike info criterion 35.49156 

Sum squared resid 5.74E+14     Schwarz criterion 35.52135 

Log likelihood -138.9662     Hannan-Quinn criter. 35.29063 

F-statistic 1.083042     Durbin-Watson stat 1.836776 

Prob(F-statistic) 0.006650    

     
     

Source: Eview-8 Output  

From the output above in the second model, it can be observed that the coefficient of the constant (C) is 

approximately 7.93, which signifies that if all other variables are kept at a constant or zero, the criterion 

variable Local Government Staff Salary and Wages Expenditures (LGRC) will increase by approximately 

7.93 units, which shows a high rate of opposite expression by the Local Government Staff Salary and 

Wages Expenditures (LGRC) in Rivers State as it tends to increase regardless of the minute movement 

and characteristics of the employed predictor variables. Only Tax Revenue (TREV) exhibit a positive 

coefficient and direction of 0.987567 towards the Criterion variables (LGRC) while Non Tax Revenue 

Displays a negative association of -0.212253 to Local Government Staff Salary and Wages Expenditures 

(LGRC).  

The R-squared (R
2
) coefficient of correlation, showing an output of 0.802269, signifies that the predictors 

account for approximately 80.23 percent (%) variation in the criterion variable while 19.77% are captured 

by other variables not in the model (The white noises or unobserved variables), while the Durbin Watson 

reveals an output of 1.836776 showing an absence of autocorrelation judging by its rule of thumb. The F-
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statistics given its Probability level is significant, while the t-statistics approves no significance in the two 

employed independent variables using the probability level of their t-statistics against the 0.05 (5%) level 

of significance. Going by the Ordinary Least Square output (Model 2), and utilizing the t-statistics for 

Non tax revenue (NTRV) which is -3.980385 at a probability level of 0.0319 which is less than the 0.05 

(5%) significant level benchmark of the study and thus significant, we therefore reject the null hypothesis 

do not reject its alternate form thus concluding that There is a significant impact of non-tax revenue on 

staff salaries and wages.  

Non Tax Revenue (NTRV) shows a negative but significant influence on Local Government Staff salaries 

and wages (LGSW). Which shows that When Non tax revenue increases staff salaries is likely to be 

retarded, and if the Non tax revenue is reducing, the expenditure on staff salaries and wages would likely 

increase. This is an inverse relationship between non tax revenues and local government staff salaries and 

wages. A decrease in Non Tax Revenue is possibly occasioned by the ineptitude and ineffective revenue 

efforts of the revenue staff that will still get paid despite their abysmal performance. So whereas revenue 

is decreasing, annual salaries and wages will always increase due to the annual salary incremental policy 

of government. Again, when non tax revenue increases due to the employment of more competent 

revenue consultants, revenue generation will be boosted and there might possible disengagement of 

revenue staff that are predominantly casual staff. This will reduce the salary burden on government but 

will improve revenue generation. 

4.1 Implications of the Result 

In one of the findings, it was discovered that tax revenues have a positive but insignificant impact on road 

construction expenditure. The implication of this is that Local Government Administrators have failed to 

drive the efforts necessary for the generation of reasonable revenue for the Council. It also implies that 

remittances of tax revenues are not adequately checked, apparently due to the corruption inherent in the 

system. Again, the law making arm of the Local Government, have been indolent in improving and 

enacting bye laws that will improve revenue generation from taxes. The other findings reveal a negative 

but significant impact of non tax revenue on salaries and wages. The implication is that Governments 

over the period under study have employed inefficient and ineffective means of tax collection and 

practices.  

 

RECOMMENDATIONS 

In light of the findings of the study, the following recommendations were made:  

 The legislative arm of the Local Government should ensure that tax laws are updated to reflect 

current economic realities. 

 The Government should employ the use of modern Information Technology systems in the 

administration of tax and non tax revenues. 

 

5. CONCLUSION 

Conclusively, the study identified the level of relationship between internally generated revenue and local 

government council performance, and discovered great level of correlation amongst all employed 

variables. This study highlighted the activities of the local government and selected two major 

components which included the Road construction and the Staff salary and wages, and was able to 

pinpoint the overflowing influxes amongst employed study variables. It can thus be deduced from the 

result of our findings that Tax and Non Tax Revenues are vital tools or ingredients for economic 

development in the Local Government System, and therefore should be encouraged. 
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Appendices 

1.Tax Revenue (TREV), Non-Tax Revenue (NTRV), Local Government Road Construction (LGRC) and Local 

Government Staff salaries and wages (LGSW). In Rivers state Local Government council over the period of 2006 to 2013. 

Year TREV (N) NTRV (N) LGRC (N) LGSW (N) 

2006 22,987,710 78,301,110 53,000,000 784,104,230.03 

2007 19,361,340 104,040,560 35,800,000 785,872,093.13 

2008 24,267,540 118,110,740 61,000,000 785,982,446.48 

2009 15,862,520 116,971,880 17,400,000 789,034,211.09 

2010 27,675,940 98,880,270 11,900,000 794,355,501.17 

2011 28,480,500 100,120,380 56,100,000 803,731,576.74` 

2012 31,158,190 119,846,410 62,000,000 805,118,479.85 

2013 21,197,280 68,298,420 9,600,000 813,011,942.11 

Source: Office of the Auditor General for Local Government 

2. Results of Descriptive Statistics of Tax Revenue (TREV), Non-Tax Revenue (NTRV), Local Government Road 

Construction (LGRC) and Local Government Staff salaries and wages (LGSW). In Rivers state Local Government 

council over the period of 2006 to 2013. 

 TREV NTRV LGRC LGSW 

 Mean  23873878  1.01E+08  38350000  7.95E+08 

 Median  23627625  1.02E+08  44400000  7.92E+08 

 Maximum  31158190  1.20E+08  62000000  8.13E+08 

 Minimum  15862520  68298420  9600000.  7.84E+08 

 Std. Dev.  5090427.  18901019  22594563  10837961 

 Skewness -0.100324 -0.625434 -0.236932  0.500507 

 Kurtosis  1.959975  2.092773  1.307181  1.749271 

     

 Jarque-Bera  0.373970  0.795910  1.030061  0.855451 

 Probability  0.829456  0.671692  0.597482  0.651990 

     

 Sum  1.91E+08  8.05E+08  3.07E+08  6.36E+09 

 Sum Sq. Dev.  1.81E+14  2.50E+15  3.57E+15  8.22E+14 

 Observations  8  8  8  8 

Source: Eview-8 Output (Authors Computation). 

3. Correlation Matrix for Tax Revenue (TREV), Non-Tax Revenue (NTRV), and Local Government Staff salaries and 

wages (LGSW). In Rivers state Local Government council over the period of 2006 to 2013. 

 LGRC LGSW TREV NTRV 

LGRC  1.000000 -0.187918  0.503915  0.381009 

LGSW -0.187918  1.000000  0.710053 -0.802754 

TREV  0.503915  0.710053  1.000000  0.145322 

NTRV  0.381009 -0.802754  0.145322  1.000000 

Source: Eview-8 Output  
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4. Results of Pairwise Granger Causality Test Tax Revenue (TREV), Non-Tax Revenue (NTRV), and Local Government 

Staff salaries and wages (LGSW). In Rivers state Local Government council over the period of 2006 to 2013 

Pairwise Granger Causality Tests 

Date: 06/13/16   Time: 22:49 

Sample: 2006 2013  

Lags: 2   

    
    

 Null Hypothesis: Obs F-Statistic Prob.  

    
    

 LGSW does not Granger Cause LGRC  6  0.12478 0.8946 

 LGRC does not Granger Cause LGSW  3.98980 0.3337 

    
    

 TREV does not Granger Cause LGRC  6  0.06530 0.9405 

 LGRC does not Granger Cause TREV  72.6927 0.0827 

    
    

 NTRV does not Granger Cause LGRC  6  142.580 0.0591 

 LGRC does not Granger Cause NTRV  0.35818 0.7633 

    
    

 TREV does not Granger Cause LGSW  6  49.7627 0.0997 

 LGSW does not Granger Cause TREV  7.90480 0.2439 

    
    

 NTRV does not Granger Cause LGSW  6  17.5692 0.1663 

 LGSW does not Granger Cause NTRV  1.95806 0.4510 

    
    

 NTRV does not Granger Cause TREV  6  20.4828 0.1544 

 TREV does not Granger Cause NTRV  0.25354 0.8146 

    
    

Source: Eview-8 Output  
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