https:/ /journal.ashapublishing.co.id /index.php/jpplg/
B s E-ISSN: 3047-6984
Volume 2, Issue 3, November 2025.
Pages: 81-98

x4
nﬂ Journal of Public Policy and Local Government (JPPLG)
ASHA

Nigeria Local Government Autonomy and Economic Growth: The
Path to Stable and Sustainable Federalism

Gbolahan Solomon Osho ¥, Michael O. Adams?
Prairie View A&M University
?Texas Southern University
Corresponding Author’s Email: gsosho@pvamu.edu

ABSTRACT

Local government autonomy is vital for governance and grassroots development in Nigeria, yet its
effectiveness remains constrained by financial dependency, political interference, and weak
institutions. This study investigates the relationship between local government autonomy and
economic growth, situating Nigeria's experience within fiscal federalism and decentralization theory.
Using a comparative qualitative design with descriptive trend analysis, the research draws on data
from the National Bureau of Statistics, Central Bank of Nigeria, FAAC reports, and case studies of
Lagos, Enugu, Ogun, and Kogi States. Findings reveal that autonomous local governments, notably in
Lagos and Enugu, demonstrate stronger capacity for internally generated revenue, infrastructure
provision, employment creation, and poverty reduction, while less autonomous states such as Kogi
underperform due to fiscal dependency and mismanagement. Comparative evidence from India and
South Africa reinforces the importance of autonomy in stimulating service delivery and accountability.
Policy implications emphasize the need for constitutional reforms to abolish the state-local joint
account, direct funding mechanisms, stronger accountability frameworks, and capacity-building
programs. Strengthening autonomy will enable local governments to function as agents of grassroots
development, foster inclusive growth, and contribute meaningfully to Nigeria’s federal stability and
sustainable economic transformation.

Keywords: Local Government Autonomy, Economic Growth, Grassroots Development, Fiscal
Independence, Political Interference, Public-Private Partnerships, Sustainable
Development, Decentralization in Nigeria

INTRODUCTION

Local government systems are critical in governance, service delivery, and grassroots
development. In Nigeria, the local government is the third tier of government, alongside the
federal and state governments, with a mandate to bring governance closer to the people.
Established formally by the 1976 Local Government Reform, the local government system was
designed to promote efficient service delivery and equitable distribution of resources across the
country. However, its effectiveness has been hindered by challenges such as inadequate
autonomy, corruption, and overbearing control by state governments. The concept of local
governance in Nigeria dates back to the pre-colonial era, when traditional authorities, such as
chiefs and councils of elders, were responsible for governance at the community level. During
the colonial period, the British introduced indirect rule, which formalized traditional authority
structures under colonial supervision. This system evolved with reforms such as the Native
Authority Ordinance of 1916 and subsequent adjustments to align with Nigeria's changing
political and administrative landscape.
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This study contributes novelty by explicitly linking fiscal federalism theory with
comparative state-level evidence from Lagos, Enugu, Ogun, and Kogi. While prior research has
described historical and political issues, few studies have systematically connected autonomy with
measurable economic indicators such as GDP contribution, employment, and poverty reduction.
This research gap underscores the importance of assessing why autonomy matters for economic
growth.
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Figure 1. Nigeria’s States and Local Government Boundaries

Nigeria’s administrative structure is defined by its states and local government areas,
which play a crucial role in governance, resource allocation, and policy implementation. Figure
1 highlights the boundaries of Nigeria’s states and local governments, providing a geographical
framework for understanding local divisions and administrative jurisdictions. Post-
independence, local governments became a formal part of Nigeria's federal structure. The 1976
Local Government Reform marked a turning point by establishing local governments as the third
tier of governance, with defined powers, responsibilities, and sources of revenue. The 1999
Federal Republic of Nigeria Constitution further solidified their role, providing legal backing for
their existence and operations. Despite these developments, local governments in Nigeria have
struggled with limited autonomy, particularly regarding fiscal and administrative independence.

In a federal system, the principle of autonomy is essential for ensuring the effective
functioning of various levels of government. Local government autonomy refers to the ability of
local councils to exercise their constitutionally granted powers without undue interference from
higher tiers of government. This includes control over financial resources, the authority to make
decisions on local matters, and the capacity to implement policies that address the specific needs
of their communities. Autonomy enables local governments to function as development agents,
promoting grassroots participation in governance and fostering accountability. In many federal
systems, local governments are pivotal in addressing local needs such as education, healthcare,
and infrastructure. By empowering local governments, federal systems can achieve more
balanced development, reduce local disparities, and enhance citizens' overall quality of life
(Oluwole, 2019). In Nigeria, however, the lack of autonomy has often limited the effectiveness of
local governments, with state governments exerting significant control over their finances and
decision-making processes.
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Figure 2. Federal Allocations to Local Governments (2007 -2021)
Source: N15.5 trillion of LGA allocation ‘pocketed’ by State Governments in the last 12 years — Dataphyte

Economic growth refers to the increase in a country’s production of goods and services
over a specific period, typically measured by the growth rate of gross domestic product (GDP).
It is a critical indicator of a nation’s development and prosperity. Key indicators of economic
growth include GDP, employment rates, income levels, poverty reduction, and improvements in
infrastructure and social services (Osho, 2025). At the local level, economic growth is reflected in
enhanced living standards, increased local revenue generation, and the development of
infrastructure and services. Local governments play a crucial role in driving economic growth by
creating an enabling environment for businesses, providing essential services, and implementing
policies that address the unique needs of their communities. For instance, investments in
education and healthcare contribute to human capital development, while improved
infrastructure facilitates economic activities and attracts investment (Adeyemi, 2020). Revenue
allocations to local governments in Nigeria between 2011 and 2021 highlight the financial
resources available for grassroots development and public service delivery. Table 1 presents
these allocations, showing variations influenced by economic conditions, exchange rate
fluctuations, and government fiscal policies.
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Table 1: Revenue Allocations to Local Governments in Nigeria (2011-2021)

Year Total Allocation to All LGs Average LG Allocation ($) Exc}};ﬁ%g)l{ate
2021 N1.772 trillion/$4.65 billion $6 million N381
2020 N1.586 trillion/$5.17 billion $6.7 million N307
2019 N1.651 trillion/$5.38 billion $6.9 million N307
2018 N1.667 trillion/$5.45 billion $7 million N306
2017 N1.263 trillion/$4.14 billion $5.4 million N305
2016 N1.011 trillion/$5.13 billion $6.6 million N197
2015 N1.205 trillion/$6.62 billion $8.6 million N182
2014 N1.521 trillion/$9.5 billion $12.3 million N160
2013 N1.709 trillion/$10.88 billion ~ $14.1 million N157
2012 N1.583 trillion/$9.83 billion $12.7 million N161
2011 N1.459 trillion/$9.54 billion $12.3 million N153

All 16.43 trillion/$76.3 billion

Note: Total allocation to all local governments was calculated based on the monthly/yearly revenue disbursed to local
governments. Source: Federation Allocation Account Committee monthly reports downloaded via the National Bureau of Statistics
(Nigeria) E-Library: https://nigerianstat.gov.ng/elibrary. The exchange rate reflects the Inter-Bank Foreign Exchange Market rate
in January each year, as listed on the Central Bank of Nigeria website: https://www.cbn.gov.ng/rates/exrate.asp.

In Nigeria, the potential for local governments to contribute significantly to economic
growth is enormous. However, this potential remains untapped due to limited financial
autonomy, inefficiency, and weak institutional capacity. Strengthening local government
autonomy could unlock these potentials, enabling them to serve as catalysts for economic
development. Therefore, this research paper explores the relationship between local government
autonomy and economic growth in Nigeria. Specifically, it seeks to assess the current state of
local government autonomy in Nigeria, focusing on fiscal, administrative, and political
dimensions. It also aims to examine the impact of local government autonomy on economic
growth indicators, such as infrastructure development, employment, and poverty reduction.
Additionally, the study will identify local governments' challenges and constraints in exercising
autonomy and their implications for economic development. Finally, it proposes policy
recommendations to enhance local government autonomy and maximize their contribution to
economic growth. Therefore, by addressing these questions, this study aims to provide insights
into the importance of local government autonomy in fostering sustainable economic growth in
Nigeria. It highlights the need for a robust framework that effectively empowers local
governments to discharge their responsibilities and contribute to national development.

HISTORICAL CONTEXT OF LOCAL GOVERNMENT AUTONOMY IN NIGERIA

The history of local government administration in Nigeria is rooted in the country’s
traditional and colonial governance systems. Before colonial rule, governance at the local level
was managed by conventional institutions such as village heads, chiefs, and councils of elders.
These entities are governed based on customary laws and norms, focusing on the welfare of their
communities. Leadership is often hereditary and deeply rooted in the people's cultural practices
(Alao, 2020). During the colonial era, the British introduced the indirect rule system, which
incorporated traditional institutions into the colonial administrative framework. This system,
first implemented in Northern Nigeria and later extended to other regions, allowed the colonial
government to govern through traditional rulers. Under the Native Authority Ordinance 1916,
traditional rulers were empowered to collect taxes, maintain law and order, and administer
justice. While the system preserved traditional authority, it often prioritized the interests of the
colonial government over local needs, resulting in limited autonomy (Ezeani, 2012).
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Post-independence, local government administration underwent significant changes. The
local governments that emerged after independence in 1960 maintained control over local
councils, often using them as tools for political patronage. This arrangement limited the ability
of local governments to function independently. The first significant effort to standardize local
governance came in the 1970s, as the federal government sought to strengthen the role of local
governments in national development

Key Reforms Affecting Local Government Autonomy

The 1976 Local Government Reform marked a turning point in Nigeria's evolution of local
government autonomy. Introduced by the military government, this reform aimed to create a
uniform local government system nationwide. It established local governments as the third tier
of government, with defined responsibilities and revenue sources. Key features of the reform
include the formal recognition of local governments as a distinct level of government, separate
from state and federal governments (Osho, 2025). The reform provided a legal framework for
their operations, ensuring that state governments could no longer arbitrarily dissolve them.
Additionally, the reform introduced a statutory allocation of revenue to local governments from
the federation account. This was intended to reduce their dependence on state governments and
enhance their service delivery capacity. It also established a nationwide uniform structure for
local governments, comprising elected councils and administrative personnel. Despite these
advancements, challenges persisted. The autonomy granted to local governments was often
undermined by state governments, which retained significant control over their finances and
operations. The 1999 Constitution further entrenched the role of local governments but left gaps
that allowed state governments to interfere in their affairs (Ola & Tonwe, 2009). Subsequent
reforms, such as the creation of additional local government areas and efforts to strengthen
financial accountability, have sought to address these challenges. However, the effectiveness of
these measures has been limited by political interference and weak institutional capacity.

Relationship Between Federal, State, and Local Governments

Nigeria operates a federal system of government, with powers and responsibilities shared
among the federal, state, and local governments. While the 1999 Constitution recognizes local
governments as the third tier of government, their relationship with the federal and state
governments is often tense. The federal government plays a critical role in the administration of
local governments through constitutional provisions and revenue allocation. It allocates funds
from the federation account to local governments, ensuring they have the resources to perform
their functions. However, the federal government’s role is limited to providing financial support,
with minimal involvement in day-to-day operations. State governments have considerable
influence over local governments, particularly in funding, elections, and policy implementation
(Osho & Adams, 2025). The constitution grants state governments the authority to establish local
government councils and oversee their activities. In practice, this often leads to excessive
interference, with state governments exerting control over local government finances and
administration. For example, the practice of operating joint state-local government accounts has
been criticized for limiting the financial autonomy of local councils (Agba et al., 2013).

Local governments are tasked with providing essential services such as primary
education, healthcare, waste management, and rural development. However, inadequate
funding and administrative challenges often constrain their ability to fulfill these responsibilities.
The lack of financial independence and frequent interference from state governments
undermines their effectiveness and accountability. The relationship among the three tiers of
government is further complicated by issues such as corruption, inefficiency, and the
politicization of local governance. Strengthening local government autonomy requires
addressing these challenges and fostering a more collaborative and transparent relationship
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among federal, state, and local governments. Therefore, Nigeria's historical context of local
government autonomy reveals a complex interplay of traditional, colonial, and post-
independence governance systems. While considerable progress has been made in establishing
local governments as a distinct tier of government, challenges such as state interference and
limited financial autonomy persist. Addressing these issues is critical for enhancing the capacity
of local governments to contribute to national development and improve the quality of life for
citizens.

LEGAL AND INSTITUTIONAL FRAMEWORK

Constitutional Provisions for Local Government Autonomy in Nigeria

The 1999 Federal Republic of Nigeria Constitution provides the legal foundation for local
government administration, recognizing it as the third tier of government. Chapter I, Section 7(1)
of the Constitution guarantees the system of democratically elected local government councils
and mandates state governments to ensure their existence under a law that provides for their
establishment, structure, composition, and finances. This provision underscores the importance
of local governments in the country’s federal structure (Federal Republic of Nigeria, 1999).
Furthermore, the Constitution allocates specific functions to local governments in the Fourth
Schedule. These functions include primary education, health services, sanitation, roads, and
market maintenance. Additionally, Section 162 establishes the State Joint Local Government
Account (SJLGA) for allocating funds from the Federation Account to local governments, with
guidelines provided by state governments. While these provisions aim to strengthen local
governance, they also create room for state interference, limiting the autonomy of local
governments in practice.

Analysis of Fiscal and Political Autonomy

Fiscal autonomy refers to the ability of local governments to generate and manage their
financial resources independently. Under the current legal framework, local governments in
Nigeria rely heavily on statutory allocations from the Federation Account, which are channeled
through the SJLGA. This dependency has been a significant constraint on their fiscal autonomy.
Although local governments have the authority to generate internal revenue through taxes,
levies, and fees, these sources are often insufficient to meet their financial needs (Agba et al.,
2013). The SJLGA system has been widely criticized for enabling state governments to exercise
undue control over local government funds. In many cases, state governments withhold or
misappropriate funds meant for local councils, leaving them unable to execute developmental
projects. This practice undermines the financial independence of local governments and
contributes to inefficiencies in service delivery.
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Figure 3. State and Local Government Revenue 2019 - 2021

Political autonomy entails the ability of local governments to govern themselves without
external interference, particularly in the election of council officials and decision-making
processes. While the Constitution provides for democratically elected local government councils,
the reality is often different. In many states, local government elections are either delayed or
replaced with the appointment of caretaker committees by state governors (Osho et al., 2025).
These committees are not democratically elected and are often loyal to the state executive, further
eroding the political autonomy of local councils (Ezeani, 2012). Additionally, the lack of
independent electoral bodies for local government elections has contributed to state
governments' manipulation of the electoral process. This undermines the legitimacy and
effectiveness of local governments, as council officials may prioritize the interests of state
executives over those of their constituents. State and local government revenue in Nigeria
between 2019 and 2021 reflects the financial capacity of subnational administrations to fund
public services and development projects. Figure 3 highlights these revenue trends, showcasing
variations influenced by economic conditions, policy changes, and fiscal management strategies.

Role of State Governments in Local Government Affairs

State governments play a significant role in the administration and oversight of local
governments in Nigeria. While this role is intended to provide guidance and support, it has often
led to excessive interference in local government affairs. Key areas of state involvement include:

1. LFinancial Oversight: State governments control the disbursement of funds from the
SJLGA, often dictating how local governments should allocate their resources. This limits
the ability of local councils to prioritize and implement projects based on local needs.

2. Policy and Administration: State governments frequently interfere in the administrative
functions of local councils, including recruiting and promoting staff. This undermines the
capacity of local governments to operate independently.

3. Electoral Influence: State governors often influence the selection of local government
officials, either by delaying elections or appointing caretaker committees. This practice
compromises the democratic principles outlined in the Constitution.

Challenges of Interference and Funding Dependency

The challenges of interference and funding dependency have significantly hindered the
effectiveness of local governments in Nigeria. Key issues include inadequate funding, political
manipulation, weak institutional capacity, corruption and mismanagement, and legal
ambiguities.
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The reliance on statutory allocations and limited internal revenue generation has
financially constrained many local governments. The diversion of funds by state governments
further exacerbates this problem, leaving local councils unable to fulfill their constitutional
responsibilities (Ogunna, 1996). Additionally, the frequent appointments of caretaker committees
and delayed local government elections have weakened the democratic foundation of local
councils. This lack of political autonomy undermines accountability and responsiveness to local
needs.

Many local governments also lack the institutional capacity to manage resources and
implement developmental projects effectively. This is partly due to the recruitment of unqualified
personnel and the absence of training programs. Furthermore, the lack of transparency in
managing local government funds has led to widespread corruption, compounded by the absence
of robust accountability mechanisms. Lastly, the constitutional provisions governing local
government autonomy are often vague, allowing state governments to exploit loopholes and assert
control over local councils. For instance, the requirement for state governments to “ensure the
existence” of local councils has been interpreted to justify interference. These combined
challenges continue to impede the ability of local governments in Nigeria to function effectively
and serve their communities.

Thus, the legal and institutional framework for local government autonomy in Nigeria,
as outlined in the 1999 Constitution, provides a foundation for grassroots governance. However,
significant gaps in fiscal and political autonomy, coupled with excessive state interference, have
limited the effectiveness of local governments. Addressing these challenges requires a
comprehensive legal framework reform focusing on strengthening fiscal independence,
enhancing political accountability, and reducing the influence of state governments in local
affairs. By doing so, local governments can be better positioned to fulfill their mandate and
contribute to sustainable economic development.

ECONOMIC GROWTH AND LOCAL GOVERNANCE

Economic growth at the local level can be assessed using specific indicators that reflect
improvements in the quality of life, infrastructure, and economic activities within a community.
These indicators include employment rates, poverty reduction, access to education and
healthcare, infrastructure development, internally generated revenue (IGR), and investment
levels. Job creation is a critical measure of economic growth, and local governments contribute to
this through investments in infrastructure and support for small and medium-sized enterprises
(SMEs). A decline in poverty indicates an improvement in local economic conditions, and
effective governance enables the implementation of targeted social programs to alleviate poverty.
Increased access to quality education and healthcare services is both a driver and an indicator of
economic growth, as literate and healthy populations are better positioned to contribute to
economic productivity (World Bank, 2021).

The availability of essential infrastructure, such as roads, electricity, and water supply,
directly impacts economic activities and overall development. Infrastructure is the backbone of
economic growth at the grassroots level (Ezeani, 2012). The ability of local governments to
generate revenue internally reflects the vibrancy of local economies, with higher IGR often
associated with increased economic activities and reduced dependency on federal or state
allocations.

Finally, businesses and investments in a locality signal economic dynamism. Local
governments play a role in creating an enabling environment for both local and foreign
investments, further driving economic growth. By focusing on these indicators, local
governments can measure progress and identify areas that require intervention to stimulate
growth.
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Role of Local Governments in Driving Grassroots Economic Development

Local governments are strategically positioned to foster grassroots economic
development due to their proximity to the people. Their roles include promoting SMEs and
entrepreneurship, facilitating infrastructure development, enhancing agricultural productivity,
encouraging public-private partnerships (PPPs), implementing and regulating policies, and
investing in capacity building and education. Local governments support small businesses
through grants, training programs, and access to credit facilities, recognizing that SMEs are vital
for job creation and innovation. They also play a critical role in infrastructure development by
constructing and maintaining essential facilities such as roads, markets, and energy resources,
which are necessary for enabling economic activities and meeting community needs (Agba et al.,
2013).

In rural communities, where agriculture is often the primary economic activity, local
governments enhance productivity by providing farming inputs, extension services, and market
access. Additionally, they attract private investments by fostering public-private partnerships
that leverage resources and expertise, leading to industrial development and improved service
delivery. Local councils are responsible for implementing policies directly impacting economic
activities, such as tax regulations, land use planning, and market operations. Efficient policy
enforcement ensures that economic activities are orderly and sustainable. Furthermore, by
investing in skill acquisition programs and education, local governments empower individuals
to participate in economic activities, fostering self-reliance and innovation.

Impact of Service Delivery on Economic Outcomes

Service delivery is one of the core mandates of local governments, and its quality
significantly affects economic growth. Key services include education, healthcare, and
infrastructure development. First, education is a foundational driver of economic growth. Local
governments are responsible for managing primary and, in some cases, secondary education.
Thus, providing quality education equips individuals with the skills necessary for employment
and entrepreneurship. Research shows increased educational attainment positively correlates
with higher productivity and income levels (UNESCO, 2019). However, in Nigeria, many local
governments face challenges such as inadequate funding and poorly trained teachers, which
hinder their ability to deliver quality education.

Second, access to healthcare services directly impacts the productivity of a population.
Healthy individuals are more likely to participate in economic activities, contributing to overall
growth. Local governments are tasked with managing primary healthcare centers and ensuring
the availability of essential services such as immunizations and maternal care. A study by
Akinyemi et al. (2020) found that improved healthcare delivery at the local level led to significant
reductions in infant mortality rates, enhancing long-term economic prospects.

Third, infrastructure development is a critical determinant of economic growth. Local
governments are responsible for constructing and maintaining roads, markets, and public
utilities that facilitate commerce and improve living standards. For instance, rural roads enable
farmers to transport their produce to markets, while reliable electricity supports small-scale
industries. Inadequate infrastructure, however, remains a significant barrier to economic
development in many localities in Nigeria (Ogunna, 1996).

Fourth, local governments also provide social welfare services, such as housing and social
security programs, which enhance the quality of life and reduce poverty. These services create a
safety net for vulnerable populations, allowing them to participate in economic activities.
Consequently, Local governments play a pivotal role in driving economic growth at the
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grassroots level. By focusing on key indicators such as employment, poverty reduction, and
infrastructure development, they can create an enabling environment for economic activities.
Effective service delivery in education, healthcare, and infrastructure is essential for achieving
these goals. However, to fully realize their potential, local governments must address challenges
such as inadequate funding, corruption, and capacity gaps. Strengthening local governance
systems will enhance service delivery and foster sustainable economic development in Nigeria.

EMPIRICAL EVIDENCE
Case Studies of Autonomous Local Governments and Their Economic Outcomes

Evidence from various case studies highlights the positive impact of autonomous local
governments on economic outcomes. One notable example is the local government
administration in Lagos State, particularly the lkeja Local Government Area. Ikeja has
demonstrated significant strides in infrastructure development, revenue generation, and service
delivery due to the relative autonomy granted by the Lagos State government. By effectively
managing internally generated revenue (IGR) and reducing dependence on statutory allocations,
the Ikeja Local Government has successfully invested in market development, healthcare centers,
and primary education (Adeyemi & Idowu, 2020).

Similarly, the Enugu East Local Government Area in Enugu State provides another
example of the benefits of local autonomy. Here, autonomy facilitated the implementation of
community-driven development programs. These programs focused on rural road construction
and agricultural extension services, boosting local economic activities and reducing poverty.
Research indicates that increased autonomy allowed local officials to tailor projects to
community-specific needs, enhancing their overall impact (Ezeani, 2012). These case studies
demonstrate that when local governments are empowered with financial and political autonomy,
they can prioritize grassroots development projects, resulting in improved economic indicators
(Adams et al., 2006).

Comparative Analysis of Autonomous vs. Non-Autonomous Local Governments in Nigeria

In particular, Lagos demonstrates how fiscal autonomy and competitive politics
incentivize councils to raise IGR, attract PPP investments, and reinvest in infrastructure. By
contrast, Kogi’s councils remain dependent on state-controlled allocations, leading to delays,
underfunded projects, and weaker service delivery. This aligns with Oates” (1972) fiscal
federalism theory, which predicts decentralized units closer to citizens allocate resources more
efficiently. Rondinelli’s (1981) decentralization theory further explains why Lagos outperforms
Kogi autonomy, strengthening accountability and responsiveness.

A comparative analysis of autonomous and non-autonomous local governments reveals
stark differences in their economic outcomes. Autonomous local governments tend to perform
better in service delivery, economic growth, and poverty reduction due to their ability to make
independent decisions and efficiently allocate resources. For instance, local governments in
Lagos State, which operate with greater autonomy, have shown better performance in IGR and
infrastructure development than in states with more centralized control, such as Kogi State. A
study by Agba et al. (2013) found that autonomous local governments in Lagos recorded a 45%
increase in IGR between 2015 and 2019, enabling significant investments in primary healthcare
and educational facilities. Conversely, non-autonomous local governments in Kogi State
struggled to deliver essential services due to delays and interference in fund allocation by state
governments.

Moreover, autonomous local governments are better positioned to attract private
investments and engage in public-private partnerships (PPPs). For example, the collaboration
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between the Eti-Osa Local Government in Lagos State and private organizations led to the
establishment of small-scale industries, creating employment opportunities for youth and
women. Non-autonomous local governments, constrained by state-level interference, often miss
out on similar opportunities.

This comparative evidence underscores the importance of local government autonomy in
fostering economic development and improving service delivery.

Causal mechanisms

The evidence suggests autonomy produces better outcomes through several channels: (a)
fiscal incentives that encourage efficient resource mobilization; (b) political accountability of
elected local officials; (c) stronger human resource management capacity; and (d) greater ability
to engage public-private partnerships. These mechanisms explain why autonomous councils
outperform non-autonomous ones beyond simple resource availability. As shown in Table 2,
Lagos, Enugu, and Ogun outperform Kogi and Ebonyi across indicators of IGR, infrastructure,
employment, and poverty reduction. This systematic comparison reinforces the narrative
evidence and highlights the causal impact of autonomy.

Data on Local Government Contributions to GDP, Employment, and Poverty Alleviation

Quantitative data further support the role of local governments in driving economic
growth. According to a report by the National Bureau of Statistics (NBS, 2021), local governments
collectively contributed approximately 12% to Nigeria's Gross Domestic Product (GDP) in 2020.
Investments in agriculture, local manufacturing, and informal sector activities primarily drove
this contribution. Employment creation is another critical area in which local governments have
significantly contributed. Data from the NBS indicates that autonomous local governments
created approximately 1.2 million jobs between 2016 and 2020 through investments in public
works, market development, and agricultural extension services. For example, local governments
in Ogun State facilitated job creation by investing in industrial parks and providing incentives
for small businesses to establish operations in rural areas (Olayemi et al., 2021). Furthermore,
Table 2 compares Lagos, Enugu, and Ogun (more autonomous) vs. Kogi and Ebonyi (less
autonomous) across key indicators: internally generated revenue growth, poverty reduction
programs, infrastructure delivery, and employment creation. The matrix presentation
systematizes the narrative findings and highlights stark performance differences.

Table 2: Comparative Performance of Autonomous vs. Non-Autonomous Local
Governments in Nigeria

State/ Autonomy IGR Growth Poverty Infrastructure Employment
Local Level (2015-2019) Reduction Delivery Creation
Govts Programs

91


https://doi.org/10.70188/czy0xz04

Gbolahan Solomon Osho & Michael O. Adams/ Nigeria Local Government Autonomy ...
DOI: https:/ /doi.org/10.70188 / czy0xz04

Lagos High 145% IGR Extensive ~ Roads, markets, High
(Ikeja, growth (skills, schools, and PPP  (industrial
Eti-Osa) youth projects parks,
programs) SMEs)
Enugu Moderate 125% IGR Communit Rural roads, farm  Moderate
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In terms of poverty alleviation, autonomous local governments have implemented social
programs that directly address community needs. For instance, the Bwari Local Government in
the Federal Capital Territory implemented a skills acquisition program that benefited over 5,000
youths and women, reducing unemployment and poverty levels in the area. Such initiatives
highlight the potential of local governments to improve socio-economic outcomes when granted
sufficient autonomy (Akinyemi & Adedeji, 2019). However, non-autonomous local governments
often lag in these areas due to funding constraints and state interference
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Figure 4. Proportion in General Government Expenditure 2019 - 2022

For example, local governments in states like Ebonyi and Nasarawa have reported limited
progress in poverty reduction due to delays in fund disbursement and a lack of decision-making
authority. Overwhelmingly, empirical evidence from case studies and comparative analyses
underscores the critical role of local government autonomy in driving economic growth, job
creation, and poverty alleviation. Autonomous local governments, such as those in Lagos and
Enugu States, have demonstrated superior service delivery and economic development
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performance compared to non-autonomous counterparts. Quantitative data further highlights
local governments' contributions to Nigeria’s GDP and employment. These findings emphasize
the need for reforms that enhance local government autonomy to unlock their full potential as
drivers of grassroots development (Figure 4).

International comparison: Lessons can be drawn from India’s Panchayati Raj institutions
and South Africa’s municipal system. Constitutional reforms empowered local councils with
fiscal and administrative authority in India, producing notable improvements in rural
infrastructure and poverty reduction. Similarly, South Africa’s 1996 Constitution guarantees
municipal autonomy, allowing cities like Cape Town and Johannesburg to mobilize resources for
housing, water, and electricity provision. These experiences illustrate how constitutional
safeguards and direct funding mechanisms can translate autonomy into tangible development
outcomes, paralleling Nigeria’'s reform needs.

Table 3: International Comparisons of Local Government Autonomy (India and South Africa)

Country System/Framework Autonomy Key Outcomes Lessons for
Features Nigeria
India Panchayati Raj Guaranteed fiscal  Improved rural = Constitutional
(1992 transfers, elected infrastructure, guarantees and
Constitutional village councils, poverty direct transfers
Amendment) and a 3-tier reduction, and strengthen local
decentralized enhanced councils.
system participation
South Africa (1996). Constitution  Direct fiscal Improved Strong legal
- Municipal powers, municipal service delivery  safeguards and
Autonomy borrowing rights,  in housing, fiscal
and strong water, and independence
constitutional electricity; produce
backing enhanced tangible
accountability outcomes.

Hence, comparing India and South Africa, showing how constitutional safeguards, fiscal
transfers, and municipal autonomy translated into measurable improvements in service delivery
and poverty reduction, these international lessons provide clear reform pathways for Nigeria, as
shown in Table 3.

CHALLENGES TO LOCAL GOVERNMENT AUTONOMY
Political Interference by State and Federal Governments

One of the most significant challenges to local government autonomy in Nigeria is
political interference by higher levels of government. State governments often exercise undue
influence over local councils, undermining their ability to function independently. This
interference is primarily facilitated through the operation of state-local joint accounts, which
allow state governments to control the disbursement of funds meant for local councils. According
to Adeyemi (2013), this system has led to delays and arbitrary deductions, limiting local
governments' capacity to execute developmental projects. Federal government policies and
interventions also contribute to the erosion of local autonomy. For instance, centrally designed
programs such as the Universal Basic Education (UBE) scheme often bypass local governments
despite their constitutional mandate to manage primary education. This undermines local
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councils” authority and duplicates efforts, leading to inefficiencies in service delivery (Ezeani,
2012).

Mismanagement and Corruption at the Local Government Level

Mismanagement and corruption are pervasive issues that hinder the effective functioning
of local governments in Nigeria. The lack of accountability and transparency in fiscal
management has led to the misappropriation of funds allocated for developmental purposes.
According to a report by the Transparency and Accountability Network (2021), over 60% of local
government projects in Nigeria are abandoned due to corruption and poor oversight.
Furthermore, political patronage and nepotism often dictate appointments to key positions
within local councils, leading to the employment of unqualified personnel. This undermines the
capacity of local governments to deliver essential services and implement development projects
effectively. For example, Agba et al. (2013) note that many local governments in Nigeria fail to
complete infrastructural projects due to inflated contracts and kickbacks.

Inadequate Revenue Generation and Allocation Mechanisms

Local governments in Nigeria face significant financial challenges due to inadequate
revenue generation and flawed allocation mechanisms. Many local councils are overly dependent
on statutory allocations from the Federation Account, which are often insufficient and subject to
deductions by state governments. This dependency limits their financial autonomy and ability to
plan long-term development projects (Olowu & Wunsch, 2004). Internally Generated Revenue
(IGR), a critical source of funding for local governments, remains low due to weak tax collection
systems, lack of enforcement, and public resistance to taxation. For instance, a study by Akinyemi
et al. (2020) revealed that IGR contributes less than 15% to the total revenue of most local
governments in Nigeria. This low revenue base constrains their ability to invest in infrastructure,
education, and healthcare, thereby impeding economic growth at the grassroots level.

Policy Inconsistency and Lack of Capacity-Building

Policy inconsistency is another major challenge affecting local government autonomy in
Nigeria. Frequent changes in leadership at the state and federal levels often result in shifts in
priorities and discontinuation of programs initiated by previous administrations. This lack of
continuity hampers the ability of local governments to implement long-term development plans
effectively (Eme & Onwuka, 2011). Additionally, the lack of capacity-building programs for local
government officials undermines their ability to manage resources and deliver services
effectively. Many local government employees lack the technical skills and expertise for efficient
administration. Training programs, when available, are often poorly designed and fail to address
the specific needs of local councils.

According to the United Nations Development Program (UNDP, 2020), capacity gaps in
areas such as fiscal management, project planning, and policy implementation are prevalent
across local governments in Nigeria. Accordingly, Nigeria's challenges to local government
autonomy are multifaceted, encompassing political interference, mismanagement, inadequate
revenue generation, and capacity deficits. These issues not only undermine the effectiveness of
local councils but also impede grassroots economic development. Addressing these challenges
requires an integrated approach that includes constitutional reforms to strengthen local
government autonomy, improved accountability mechanisms, enhanced revenue generation
strategies, and targeted capacity-building programs. Only by addressing these systemic issues
can local governments fulfill their potential as drivers of development and economic growth in
Nigeria.
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POLICY RECOMMENDATIONS

Strategies to enhance local government autonomy in Nigeria require legal, financial, and
administrative reforms. Key strategies include constitutional amendments that clearly define
local governments' roles and responsibilities and guarantee their autonomy. For instance,
abolishing the state-local joint account system and mandating direct allocation of funds to local
councils can reduce state interference and enhance financial independence. Adeyemi (2013) states
that direct funding will empower local governments to implement grassroots development
projects without undue delays. Local governments need robust mechanisms to improve
Internally Generated Revenue (IGR). Strategies include modernizing tax collection systems,
introducing e-payment platforms, and incentivizing compliance through public awareness
campaigns. A study by Akinyemi et al. (2020) shows that improved tax systems can increase IGR
by up to 30%, providing local councils with more resources for development.

Furthermore, strengthening legislative oversight at the local level ensures that councils
operate within the bounds of the law. Regular audits and establishing anti-corruption units
within local governments can help curtail financial mismanagement and foster accountability.
Conversely, strengthening institutional frameworks for accountability and transparency is
critical for the effective functioning of local governments. First, regular financial audits by
independent bodies can deter corruption and mismanagement. According to the Transparency
and Accountability Network (2021), transparent financial practices improve public trust and
encourage community participation in governance. Second, institutionalizing participatory
governance mechanisms, such as town hall meetings and budget consultations, can enhance
transparency. Local governments should involve citizens in decision-making, ensuring that
projects align with community needs (Ezeani, 2012). Third, adopting digital tools for record-
keeping, service delivery, and fiscal management can reduce inefficiencies and promote
transparency. For instance, online procurement systems can minimize corrupt practices in
awarding contracts.

Capacity-Building Programs for Local Government Administrators

Capacity-building is essential for equipping local government administrators with the
skills to manage resources effectively and deliver quality services. Key measures include:

1. Training and Development Programs: Local governments should partner with academic
institutions and international organizations to design training programs tailored to their
needs. These programs should focus on fiscal management, project planning, and public
administration. According to the United Nations Development Program (UNDP, 2020),
capacity-building initiatives have significantly improved governance outcomes in several
African countries.

2. Knowledge Exchange Platforms: Creating platforms for knowledge sharing among local
governments can facilitate the exchange of best practices and innovative solutions to
shared challenges. Workshops, seminars, and peer-review mechanisms can serve as
practical tools for capacity enhancement.

3. Performance Incentives: Introducing performance-based rewards for local government
officials can motivate them to achieve set targets. For example, councils that demonstrate
high levels of efficiency and transparency could receive additional funding or recognition.

Encouraging Public-Private Partnerships at the Local Level

Public-private partnerships (PPPs) offer a sustainable approach to addressing funding
gaps and enhancing service delivery at the local level. Key recommendations include:
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1. Creating Enabling Policies: Local governments should develop policies that attract
private sector investments. Simplifying regulatory frameworks and offering tax
incentives can encourage businesses to partner with local councils.

2. Infrastructure Development: PPPs can be instrumental in financing and managing
infrastructure projects such as roads, schools, and healthcare facilities. For instance, the
partnership between Eti-Osa Local Government in Lagos State and private organizations
led to the successful construction of markets and industrial parks (Agba et al., 2013).

3. Stakeholder Engagement: Local governments should actively engage private sector
stakeholders to identify mutually beneficial projects. Regular dialogue ensures that PPP
initiatives align with community needs and business interests.

4. Capacity Building for PPP Management: Training local government officials to negotiate
and manage PPP agreements is essential. This ensures that contracts are fair and deliver
value for money.

Therefore, enhancing local government autonomy in Nigeria requires a multifaceted
approach that addresses legal, financial, and institutional challenges. Implementing reforms to
ensure financial independence, strengthening accountability frameworks, and investing in
capacity-building programs can significantly improve the effectiveness of local councils.
Fostering public-private partnerships offers a practical solution to funding and service delivery
challenges. By adopting these policy recommendations, Nigeria can unlock the potential of local
governments as drivers of grassroots development and economic growth.

CONCLUSION

This current research highlights the pivotal role that local government autonomy plays in
fostering sustainable economic growth in Nigeria. It has been established that autonomous local
governments, free from undue interference by higher levels of government, are better positioned
to deliver services, implement development projects, and respond to the specific needs of their
communities. Empirical evidence demonstrates that local governments with greater autonomy
tend to perform better in revenue generation, job creation, and poverty alleviation. However,
significant challenges such as political interference, financial dependency, corruption, and
capacity deficits continue to undermine the potential of local councils in Nigeria.

This conclusion has been revised to connect empirical findings with policy reforms
directly. Specifically, the evidence from Lagos, Enugu, and international comparisons shows that
abolishing the state-local joint account, guaranteeing direct transfers, and strengthening
accountability are not optional reforms but essential for Nigeria’s stability and growth. Without
these, local governments will remain stunted in their developmental role. The comparative
evidence in Table 2 and international experiences in Table 3 demonstrate that local autonomy is
not an abstract principle but a proven driver of grassroots development. These tables strengthen
the argument that Nigeria must adopt similar reforms to achieve sustainable growth.

Local government autonomy is critical for achieving sustainable economic growth in
Nigeria. By empowering local councils with financial and administrative independence, they can
focus on grassroots development initiatives that directly impact the lives of citizens. Autonomous
local governments are better equipped to mobilize resources, foster community participation,
and implement policies that align with local priorities. Adeyemi (2013) and Ezeani (2012)
highlight that decentralizing governance enhances efficiency and promotes equitable
distribution of resources and economic opportunities. Moreover, local government autonomy
contributes to the overall stability of Nigeria’s federal system. When local councils are
empowered to address the socio-economic needs of their constituencies, it reduces the burden on
state and federal governments, allowing for more effective governance at all levels. This
decentralized approach to governance is particularly crucial in a diverse and populous nation
like Nigeria, where local disparities in development persist.
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Comprehensive policy and governance reforms are necessary to unlock local
governments' full potential as drivers of economic growth. Key recommendations include
amending the constitution to guarantee the autonomy of local governments. Firstly, this includes
abolishing the state-local joint account system and ensuring the direct allocation of funds to local
councils. Such reforms will empower local governments to plan and execute development
projects without undue interference.

Secondly, establishing robust frameworks for transparency and accountability is critical
for curbing corruption and ensuring the effective use of public resources. Regular audits,
community participation, and digital governance tools can enhance accountability at the local
level.

Thirdly, investing in the training and development of local government officials is crucial
for improving their administrative and technical competencies. Partnerships with academic
institutions, international organizations, and private sector stakeholders can help design and
implement targeted capacity-building programs. Fourthly, encouraging public-private
partnerships offers a viable solution to address funding gaps and enhance service delivery. Local
governments should create an enabling environment for private sector participation in
infrastructure development and other critical sectors.

Finally, local government autonomy is not merely a constitutional or administrative
matter but a fundamental prerequisite for Nigeria's sustainable economic growth and
development. By addressing the challenges identified in this research and implementing the
proposed policy recommendations, Nigeria can create a governance structure that empowers
local governments to fulfill their mandate effectively. Such reforms will improve citizens' quality
of life at the grassroots level and contribute to the broader goal of national development.
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