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Nigeria consists of 36 states and 
the Federal Capital Territory, 
as well as 774 local govern-

ment areas (LGAs). !ough healthcare 
delivery was decentralized to local gov-
ernments in 1999, the main contribu-
tor of public "nancing for health con-
tinues to be the federal government, 
followed by state governments (see 
diagram below). In 2005, the federal 
government, state governments, and 
LGAs contributed 50%, 31%, and 19% 
of government expenditure on health, 
respectively.1 !is inverted pyramid 
structure of public "nancing presents 
critical challenges to delivering primary 
healthcare, especially because it enables 
leakage and corruption. 

How did the federal government 
become the main contributor of public 
"nancing for health in a decentralized 
system? In the 1970s, the state became 
the owner, producer, and marketer of 
oil. !e oil sector now accounts for 

85% of the government budget reve-
nue and this revenue is clustered at the 
federal level.2 !e policy of distributing 
the Federal Account revenues to states 
and LGAs gives inadequate consider-
ation to population needs. In the for-
mula of resource allocation, only 30% 

of the Federal Account 
is distributed accord-
ing to population base, 
and the least populous 
states often receive more 
revenues.3

At the state level, 
budget patterns have 
been systematically 
inequitable between the 
north and the south due 
to historical and politi-
cal factors. Even though 
the Niger area was for-

mally united in 1914, Nigeria remains 
divided into northern and southern 
parts, each distinct in their racial and 
ethnic makeup. Presidents Obasanjo 
(1999.5-2007.5), Yar’Adua (2007.5-
2010.5), and Jonathan (2010.5-, 

Incumbent) were from the south, the 
north, and the south, respectively, and 
resource allocation #uctuates signi"-
cantly depending on the president’s 
regional background. Furthermore, 
studies show that the discrepancy in the 
distribution of resources against rural 
areas is largely in#uenced by existing 
political power, rather than by varying 
regional health needs.4 Current state 
budgets for health remain far from the 
target established by the Commission 
for Macroeconomics and Health and 
agreed upon in the Abuja Declaration 
of 2001. 

Understanding the historical and 
political development of Nigeria’s 
inverted pyramid of health "nancing 
is essential to grappling with modern-
day ine$ciencies in healthcare delivery. 
Tracing health "nances to the end-user, 
while di$cult, can lead to high levels 
of e$ciency in the health system. Even 
though the Auditor General of Local 
Governments presents both budget 
reports and expenditure reports to the 
state assemblies, the "nancial #ow to 
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LGAs is not easily monitored.5 From a 
political economy perspective, !nancial 
"ows !nally trickle down to health facil-
ities and front line workers.  #us, one 
of the best ways to estimate e$ciency 
of !nancial resource allocation is by col-
lecting feedback from front-line work-
ers. In 2002, 30 LGAs were sampled and 
more than 700 health workers were sur-
veyed about salary payment. Evidence 
of large-scale leakage of public resources 
away from original budget allocations 
was found in this public expenditure 
tracing survey.6 7

#ese ine$ciencies and corrup-
tion in the health sector have not 
escaped the public eye.  Overall, gov-
ernment expenditure on health (GEH) 
in Nigeria remains low and has not 
been boosted by the growth in total 
government expenditure (TGE).8 Even 

though Nigeria experienced economic 
growth with 2.5% annual growth rate 
from 2002 to 2006, the investment in 
health out of TGE remained around 5% 
to 7%. It is possible that the increase in 
public revenue was absorbed by other 
sectors, such as education, pension, 
and basic infrastructure, indicating 
that health investment was not priori-
tized in public !nancing. But a more 
plausible explanation is that public rev-
enue leaked to the privileged elites due 
to corruption, which Nigerians expe-
rience in their daily lives and recog-
nize in elite-sponsored programs. For 
instance, the program “Better Life for 
Rural Women” (BLRW), founded by 
!rst lady Maryam, was labeled “Better 
Life for Rich Women” by the Nigerian 
public.9 

Ultimately, what steps can be taken 

to improve health !nancing and politi-
cal accountability in Nigeria?  Nigeria 
can come closer to achieving universal 
access to healthcare by establishing a 
permanent fund based on oil revenue 
to directly invest in health. Meanwhile, a 
matching mechanism between the three-
tiers of the government will make local 
governments accountable for e$cient 
allocation of !nancial resources to pur-
chase healthcare. Last but not the least, 
Nigeria must !x its fundamental politi-
cal and economic hurdles from a system-
atic perspective.10 #is includes mech-
anisms to empower political activists 
who will keep the federal government 
accountable for their resource alloca-
tion.  Shaping !nancial "ows in inno-
vative ways is challenging but critical 
to the long-term health of the Nigerian 
population. 
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