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Abstract

It is believed in many quarters that Nigeria is egat and that this has led to opaque record keeping little or
no accountability, even at the local governmeneleVhis study examined the transparency and adedility
of the Nigerian local governments, by x-raying threvenues and expenditures between 1993 and 20h2.
study used both primary and secondary data empio@irdinary least square technique. It was fourat thoth
internally generated revenue and grants have atpesirelationship with the Nigerian local governn&n
expenditure. It was found out that IPSASs’ impldaten committees were not effective at Nigeriacalo
government as at®1January 2015.(did you get up to 2015 ?) The stadgcluded that no sustainable
development would be achieved in Nigeria if theeNgylocal governments’ expenditure continues tréase
without a corresponding increase in internally geated revenue, grants and effective accountabaind
transparency. The study therefore recommendedtiteaexpenditure in Nigerian local governments stidag
reduced while the internally generated revenue ardnts should be improved upon. Also, IPSASs
implementation committees in Nigerian local goveenta should be alive to their responsibilities s ta
guarantee accountability and transparency in theaficial reporting at local governmentsWhat did we
actually study — Is it to find if IPSAS, helpedancountability and transparency at the local gavemt level or
if the local governments where ‘self-funding’ (haamough resources generated internally).
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1.0. Introduction

Nigeria as a nation at least in the last ten ydwms always been tagged a corrupt nation (Transpare
International, 2015). The major world donors weod even comfortable with the pitiable transparentyhe
financial reporting system of the developing nadigiNigeria inclusive — even though Nigeria is ardem
developed nation). Many countries in the world hadepted the New Public Management (NPM) initiatee
as to improve accountability and financial repagtof the public sector (Shaw, 1999). The NPM haoduced
the adoption of unified accounting standards actbesborders of nations. The world has become hagjlo
village; hence many countries all over the worldd hedopted International Public Accounting Standards
(IPSASs) so as to shift from the traditional casisi® to accrual basis of accounting (lyika, 20The main
driver for the adoption of IPSASs is the craving ¢bminate waste, inefficiency, overspending, poor
transparency, deprived accountability and poorityuaf service delivery in the public sector (Sha¥999). On
10" July 2010, the Federal Executive of Nigeria apptbthe adoption of International Financial Repartin
Standards (IFRS) and International Public Sectocoating Standards (IPSASs) in order to be relewasat
usher-in a good foundation for transparent accagnteporting standards. Ngama Yerima (the then d¢niof
State for Finance) pointed out that introducing ABS into the country would ensure accountabilityd an
eligibility to access economic assistance from dawgencies (Onwubuarir, 2012).

Government of Nigeria is clamoring in the recentes that Nigeria is broke. Before now, researchadsfound
out that there had been poor economic and infretstral development at the local government levehniyl
researchers have studied revenue generation anthitagement at the local government level in Négbsdfore
International Public Sector Accounting Standaré&S@ASs) adoption which was meant to bring transggrand
international comparability in financial statemenihis therefore seeks to identify the accounthgbiéind
transparency of the local government financial répg after the introduction of IPSASs in 2014.
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The main objective of this study therefore is titically examine the relationship between Nigeriacal
government expenditure, internally generated rezeand grants. It also aims at evaluating the affesess of
IPSASs implementation committee in supervisingfihancial reporting system in Ondo State local gaweent
in 2014 so as to bring transparency and accouittabil the Nigerian local governments in order togy the
needed sustainable development.

In order to meet the above stated objectives,dt@Wing research questions were raised:

Are Nigerian local governments generating enow@lenues to meet their expenditure? How effectiectiae
activities of the IPSASs Implementation Committ@eeNigeria local governments? What is the relatigmsh
between Nigerian local governments’ expenditureitmohternally generated revenue and grants.

2.0. Literature Review
This section captured the relevant extant litemafar the conceptual, theoretical and empiricaldéiture.

2.1 Concept Framework
In the bid to become more accountable and transparéner financial reporting Nigerian government
adopted IPSASs (Onwubuariri, 2012ublic goods and services are provided for by government
through revenue. Taxation has remained the classical function to raise revenue in order to meet
government expenditure. Some of these public goods are defence, law and order, education, health
services etc. which will bring development to the system (Afuberoh & Okoye, 2014)
Adams (2001) concluded in his study that taxatientie most important source of revenue for modern
governments and that it typically accounted foretynpercent or more of government income. Taxatfon
defined by Aguolu (2004) as an essential levy eydbvernment. The Joint Tax Board (JTB) has clespiit
out tax jurisdiction for the three tiers of govemmh in Nigeria in order to avoid multiple colleat® of taxes
from the same taxpayer, at least in theory. Loocakghments’ revenue comes majorly from taxdse taxes are
made up of Shops and Kiosks rates, Tenement @temd off liquor license fees, Slaughter slab,féteriage,
Birth and death Registration Fees. Right of Occapam land in rural areas, Market Taxes and Lew&stor
Park Levies, Domestic Annual License Fees, Bicy€leick, Canoe, Wheelbarrow and Cart Fees, Catde ta
payable by cattle farmers only, Merriment and R@dasure Levy, Radio and Television License Feekefot
than radio and television transmitter), Vehicle iRadcense (Local Government Registration of théioke),
Wrong Parking Charges, Public Convenience and Refdisposal, Customary burial ground permit fees,
Religious Place Establishments Permit Fees ancb8ayd and Advertisement Permit Fees (Afuberoh &y@ko
2014).

Adam’s study as (cited in Samuel & Tyokoso, 201dinted out that taxation is used for economic groamnd
sustainable developmenthe general management of the financial systens msthe government and taxation
plays an important role in this direction. Taxatisralso used to maintain realistic price stahilgyomote the
near-full employment of all the resources of thertoy and guarantee an acceptable rate of econgroigth.
Economic growth and development programmes areeddamards raising the standard of living of thesses

of a country through the improvement of their eqoi and social conditions. Taxation in one approach
discourages, postpones or reduces consumption ewou@ges saving for private investments. Goodlloca
government tax system will be a great assistanddigerians where there would be mass employmelathafur
force and economic resources.

Grants will generally only be specified for a sfiiegdroject or use and will not usually be givem fwojects that
have already commenced. Grants are time limitésl usually between one and three years. Oftentignasts
are given to implement existing government polictesguide new ways of doing things or to securngraeyped
outcomes (Wikipedia, 2016). From table 1, for tweyears, the extracted ratio of expenditure to gead IGR
ranges from 1% to 10% in Nigerian local governm@mBN, 2014

2.2 Theoretical Literature

Theory of Government Accountability

Theory of government accountability states thategement has a duty to account and satisfy indalicheeds
in the society (Simon, 1945). In supporting theotlyeof Government accountability. Sunder (1997) whthe
view that the General Purpose Financial statemeet/@ry government is to provide useful informattonthe
entire citizenry and other stake holders. In ddinig the government will be able to satisfy allkstaolders
evenly.

James, (2008) posit that there are various staltders with their individual expected benefits frahe
government. Voters as part of the stakeholdersibanéd to the government by bringing legitimateggmment
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through the ballot papers in democratically eleajedernment; voters expect public and private goald
services from the government. This theory is sunsedrin the table below. It shows what each stakieno
contributes to the government and their expectatfoom the government.

Table 2.1.1: Stakeholders’ Contribution versus Expetations

Stakeholders Looking Onto o Benefits Expected From
Contributions To Government
The Government Government

Provision of public and privat
goods and services

D

=

Bringing government legitimacy i

Voters
democracy

Taxpayers, fee and levy Provision of Public and privat

(1%

Payments and promissory

Payers goods and services

Grantors and donors Financial resources Making good the services terms (of
grants

Lenders, creditors Financing, including Repayments

financial resources

Compensation- Salaries and other

Government workers Services and skills rendered .
benefits

Payments - cash and cash

Contractors/Service providers | Provision Goods and services .
equivalents

Source: James, 2008

2.3 Empirical Literature

lieoma, & Oghoghomeh (2014) argued that the adoptif IPSASs would develop and improve the quality
financial reporting in Nigeria. Nigeria will imprevcomparability of financial statements prepared presented
by public sector entities in Nigeria with other fgaof the world. The adoption of IPSAS in Nigeriawid have
positive impact operating procedures and repomiragtices and that the resultant effect of the adopvould
bring in good governance which both the governnagat the governed would enjoy. Heald’s study (8sddin
ljeoma & Oghoghomeh, 2014) concluded that with IBSAmplementation, governments would be able to
operate at a more transparent level in their dajatohandling of public funds, financial accounli&piwould be
ensured. The adoption of IPSASs is expected teasm the level of accountability and transparendyigerian
public sector and that IPSASs adoption in Nigeridl wnprove financial reporting comparability and
international best practice. IPSASs implementationNigeria was expected to provide more meaningful
information for decision makers and improve the liggiaof Nigerian financial reporting system. Hentee
improvement in operating procedure and financigloréng practices will bring good governance in &tig
(Balogun, 2016). For accountability to be succdbskntrenched in public offices in Nigeria theraush be a
reduction in the level of corruption, improving pielsector accounting and auditing standards, letiss taking
positions as champions of accountability and toéstructure of public accounts committees and roost
application of the value of money in the conductjo¥ernment business (ibid,).

The preparation of government accounting progressext the years with emphasis on cash receipts and
disbursements on the cash accounting basis or mddiish accounting. Government income is only rosmb
when cash is received and expenditure is incurndgwhen cash is paid irrespective of the accogngiariod in
which the service is rendered. The amounts incusgethe government in purchasing fixed assetsraeded the
same way as expenses (Oecon, 2010). The moderie pabtor is moving from cash basis to accrualsasie
accrual-based IPSASs financial records are momatigh than the cash-based ones. The accrual-bBS#Sk
eliminate the scope for influencing payments anckis in order to suit specific reporting (Birau12).
ljeoma (2014) opine that accrual-based accountiryiges a more trustworthy presentation of an gstit
monetary wealth. Fair value is another major measent base of IPSASs which denoted to computingtass
and liabilities. IPSASs 4, 9, 12, 13, 15, 16, 17, 26, 27, 29, 31 or 32 dealt with fair value. Raitue is defined
as the amount for which an asset could be excharayed liability settled, between knowledgeablellimg
parties in an arm’s length transaction.

2.0 Methods
Survey research design was employed by this stQdsestionnaires were distributed in the three seiato

districts of Ondo state to capture opinion of logalernment employees on internal generation dodies and
utilization. Secondary data were sought to captiueeexpenses and income of the local governmenritigeria
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from Central Bank of Nigeria Statistical bulletiorfthe period 1993 to 2012 covering the total exiitene, grant
and internal generated revenue of Nigeria locakgowments. The three variables considered for tdysivere
Local Government Expenditure as the dependentblariahile grant and internally generated reven@R(l as
the independent variables. The study employed s$keofi Ordinary Least Square to run the regressiodeion
the study.

3.1 Model Specification:

Exp = f(R) 1)

Exp = (GRT, IGR) (2): Functional Form
Exp =a0 +a;GRT +a,IGR (3): Mathematical Form
INEXp =ag + a1INGRT +a,InIGR + 1y (4): Econometric Model
Where:

Exp = Total Local Government Expenditure
GRT = Total Local Government Grants
IGR = Total Local Government Internally GeneraRel/enue
+ = Model error term
2.1 Type and sources of Data

One hundred and sixty questionnaires were recefimth Ondo State local governments to evaluate

International Public Sector Accounting StandarddS@ASs) implementation Committee status at the local
governments.

4.0 Presentation and Analysis of Results

HOL1: The low internally generated revenue of your lagafernment is not a problem

Table 4.1: Your Local Government Revenue

Observed (N) Expected (N) Residual
STRONGLY DISAGREED 85 53.3 31.7
DISAGREED 65 53.3 11.7
UNDECIDED 10 53.3 -43.3
Total 160

From the above table 4.1 it could be seen thatehnigkrcentage of the respondents noted that thénkennally
generated revenue of their local government isoalpm as 85 respondents strongly disagreed, 6§réisd and
10 undecided that the low internally generated maeeof your local government is not a problem

Table 4.2: Test Statistics

YOUR LOCAL GOVERNMENT REVENUE
Chi-Square 56.562
df. 2
Asymp. Sig. .000

a. 0 cells (.0%) have expected frequencies lessGh@ahe minimum expected cell frequency is 53.3.

From the above table 4.2., the chi — square cakilavas 56.562 while the critical value at 5% lewél
significant stood at 5.991. Hence we rejected thie hypothesis of ‘no problem’ and accepted theralative
hypothesis that the poor internally generated atldical government had posed a lot of problem ferlbcal
government. This is corroborated by the fact that P value was 0.00 (P < 0.05). Hence, the Hodcoat
stand.

HO2: The efficiency of your local government IPSASs émphtation Committee in 2014 should not be called
for questioning
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Table 4.3: Your Local Government IPSASS Implementébn Committee In 2014

Observed N Expected N Residual
STRONGLY DISAGREED 101 53.3 a7.7
DISAGREED 49 53.3 -4.3
UNDECIDED 10 53.3 -43.3
Total 160

From the above table 4.3., higher percentage ofréspondents noted that the efficiency of theiraloc
government implementation committee in 2014 caltsquestioning as 101 respondents strongly disdg#®
disagreed and 10 undecided that the efficiencyigéhia local government IPSASs implementation cottaai
in 2014 should not be called for questioning.

Table 4.4: Test Statistics

YOUR LOCAL GOVERNMENTS' IPSASs IMPLEMENTATION COMMI  TTEE IN
2014
Chi-Square 78.162
Df 2
Asymp. Sig. .000

a. 0 cells (.0%) have expected frequencies less3h@he minimum expected cell frequency is 53.3.

From the above table 4.4., the chi — square cakdilavas 78.162 while the critical value at 5% lewél
significant stood at 5.991. Hence we rejected thiehypothesis of ‘not be called for questioningidaaccepted
the alternative hypothesis that the efficiency ajeéMia local governments’ IPSASs implementation otttee in

2014 should be called to questioning. This is doorated by the fact that the P value was o (P §)0ldence,
the Ho could not stand.

Table4.5 The Ordinary Least Square Result with Govexment expenditure as dependent variable

Variable Coefficient Std. Error t-statistic Prob. Val
C 0.110908 0.094338 1.175708 0.2593
DLNGRT 0.123985 0.069270 1.789863 0.0951
DLNIGR 0.419645 0.354568 1.183539 0.2563

Authors regression output

The above result show that local government grawt iaternally generated revenue are directly relate
government expenditure meaning that increase ih botirces local government revenue increase gowstnm
expenditure by their various coefficient valuefuither reveal that these sources of revenue drsigiificant in
explaining systemic change in government expenglituence the null hypotheses cannot be rejectedrddason
for this is explained by the fact that these gramesno are not regular while internally generamnue low
compared to the size of expenditure. It furthervghthat there are other major sources of governmexenue
other than grants and internally generated revenue.

Table 4.6 Granger Causality Result

Hypotheses Lag F-Statistic Prob. Val
LNGRT—LNEXP 2

2.33910 0.1468
LNIGR—LNEXP 2

2.51830 0.119¢

Authors regression output

The granger causality show an independence causialghow that grant and internally generated nexedo
not contain sufficient information to predict chasgin government expenditure. This result supptés
insignificance of the variable in explaining chasdgelocal government.
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4.1. Discussion of Findings:

Nigeria local governments’ expenditure had beernorease since 1993. The internally generated revamd
grants had been very minimal when compared to tperaditure. The IPSASs implementation committeé tha
should monitor the accountability of the local gawaent through IPSASs in order to ensure transggresich
will bring sustainable development was not fundtignas expected as at danuary, 2015 in Ondo State local
governments. This suggests that accountabilithénlbcal governments was in doubt as at that datee the
IPSASs implementation was at low ebb. The implaratof this is that little resources would be ledir f
developmental purposes in the local governments.

The R-squared of 0.26 means that 26% of changescah government expenditure is explained by geard
internally generated revenue in the period of 1892012. This finding was not in agreement withisTthen
means that 74% changes in government expenditaecisunted for by other local government sourcefsimad
such as from the federation account.

5.0 Conclusion

The expenditure of Nigerian local governments heenbon increase while the internally generatedmeseand
grant had been abysmally low in the last three diesdSee Appendix 1). The accountability and trarespcy in
Nigeria local governments was in doubt becausehef ion effectiveness of the IPSASs implementation
committee activities at the local government levdls sustainable development would be achievedigeia
local governments if their expenditures are notdown.

5.1 Recommendation

For corruption to be checked so as to bring thelegesustainable development to Nigeria local ganents,
the following recommendations are hereby suggestdwe activities of each local government IPSASs
implementation committee should be reviewed ontgugrbasis i.e., they should report in black artdtevtheir
achievement to the federal government and orgarmed hall meetings. Local government overheadsilsho
be cut down drastically as the internally generatedenue and grants were too low in the period unde
consideration. Each local government in the cousiiiguld make public her income and expenditure @atcon
quarterly basis. The revenue generation base ofoite®d governments should be widened. Punitive nmeas
should be meted on any local government that aréR®ASs compliant in their financial reporting.
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Appendix 1

Nigerian Local Governments’ Expenditures, Grants ad Internally Generated Revenues

(1193 - 201
YEARS | EXP@'m) | GRT @&'m) | IGR @'m) GRT/EXP% | IGR/EXP%
1993 19,475.30 269.4 1,035.60 1 5
1994 18,967.10 2295 1,205.90 1 6
1995 22,443.30 242.9 2,110.80 1 9
1996 22,665.60 0 2,211.10 0 10
1997 29,939.90 139.2 2,506.90 0 8
1998 44,056.90 94.5 3,331.60 0 8
1999 60,441.20 2,266.90 4,683.80 4 8
2000 153,864.80 10,303.20 7,152.9( / 5
YEARS | Expevm) | GRT @vm) | 'GR&M) GRT/EXP% | IGRIEXP%
2001 171,374.50 15,300.90| 6:020.40 9 4
2002 169,820.20 12,434.10| 10.420.80 / 6
2003 361,713.20 16,820.30| 20:175.50 5 6
2004 461,050.60 20,620.20 22,407.80 4 5
2005 587,977.80 21,138.80|  24,042.50 4 4
2006 665,838.00 20,879.50|  23,225.1p 3 3
2007 827,400.00 134,600.00  21,300.00 2 3
2008 1,381,967.50 |  490,858.30  23,114.00 4 2
2009 1,067,613.70 |  336,871.70  26,064.20 3 2
2010 1,378,350.00 |  408,522.30  27,200.00 3 2
2011 1,601,200.00 |  404,196.7  27,300.00 3 2
2012 1,646,751.70 |  397,031.1  26,615.50 2 2

Sources: Federal Ministry of Finance & Central BafiNigeria, 2014
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