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  Abstract 
In an effort to prune the rising cost of governance in Nigeria, President Goodluck Jonathan in 
August, 2011, set up a Presidential Committee on Rationalization and Restructuring of Federal 
Government's Parastatals, Commissions and Agencies. The committee, which was headed by 
former Head of Service of the Federation, Stephen Orosanye, recently submitted its report, which 
contained far reaching recommendations - some of which have thrown government employees into 
some sort of quandary and apprehension. In the report, the committee reviewed the extant laws in 
sync with its mandate and submitted inter alia: "The average cost of governance in Nigeria is 
believed to rank among the highest in the world…If the cost of governance must be brought down, 
all arms of government must make spirited efforts at reducing their running cost." Out of the 
present structure of 263 statutory agencies, the panel recommended a reduction to 161, with 
additional proposals that: 38 agencies be abolished; 52 be merged and 14 others be reverted to 
departments in various ministries. The agencies and parastatals employ varying numbers of 
workers estimated at 30,000 nationwide. However, since most of these institutions are creations of 
the law, it remains to be seen how the National Assembly will acquiesce to these proposals. 
Judging from the welter of public opinion as expressed in the mass media and in other outlets, the 
Orosanye's Report has attracted far more opponents than those who support it. When the Adoke 
Review Committee set up to look into the recommendations of the Presidential Panel finally 
submits its report, the government must exercise utmost caution and discretion in the choices of: 
what to implement now; what to discard and what belong to the future. In making these choices, it 
must also consider the contending interests of all stakeholders; the asphyxiating economic environment of the 
Nigerian worker and how the chosen items will accentuate the realization of the objectives of the government's 
Transformation Agenda. The objective of this paper is to explore the implications of high cost governance on 
the socio-economic sectors of the Nigeria economy. 
Keywords: Governance, Capital & Recurrent Expenditures, Socio-economy Development, 
Administrative Reform and Transformation Agenda. 
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Introduction  
Anambra State Governor, Peter Obi, and the Bishop of Anglican Diocese of Lagos 

Mainland, Rt. Rev. Adebayo Akinde, have decried the huge cost of governance in the country. 
They spoke at the Third Session of the Second Synod of the church in Lagos recently. Obi said 
there was a need for government at all levels to reduce the cost of governance and redirect the 
funds to socio-economic development. Obi posited that, We can not continue to spend our scarce 
resources to finance unnecessary consumption and pile up huge national debts. We must increase 
savings and generate resources to provide public amenities. Obi then advised the Federal 
Government to complete the deregulation and unbundling of the power sector and find a lasting 
solution to the electricity problem. Akinde on the other hand said the cost of governance in the 
country was high and had left little resources for infrastructural development. He said, “The cost of 
governance in Nigeria is disproportionately high relative to productivity. We have a long list of 
ministers, special advisers, and special assistants with high remuneration(Famutimi,2012:8).” 
Akinde called on governments to demonstrate the political will to cut down overhead costs, tackle 
terrorism and fix the power sector. 

When the Governor of Central Bank of Nigeria, CBN, Mallam Sanusi Lamido Sanusi 
pointed out this aberration to the National Assembly, he was criticised and almost run out of the 
place, but we all know it is true. The President, Governors, local government chairmen, ministers 
and even commissioners in the states with their retinue of aides, not to talk about members of the 
National Assembly and the State Assemblies and their several aides, are sucking this country dry. 
The Kwara State governor has over 500 aides who all draw salaries from the coffers of that state, 
while another governor in the South-south has a whopping 900 and something aides. Note that 
none of them earns less than N50,000 a month. These are all aside the security votes and sundry 
expenses run by the state and Federal Government. The cost of running Nigeria is one problem 
policy makers have refused to address. Those who have done so did it half-heartedly and the 
country is gradually grinding to a halt. Many do not see it but we do. If only we could address this, 
Nigeria would be saving billions of naira that could be pumped into other productive ventures. A 
governor with close to a thousand aides cannot honestly tell us his state problems will be solved in 
his four-year term because that states resources are being used in the course of governance instead 
of providing the much-needed infrastructure to jump-start the economy. We agree that some of 
these aides are useful to the running of governance but the sheer number of them is a great cause 
for concern. It boggles the mind. If a member of the National Assembly earns more than what the 
American President takes home, then we know things are not right. If one thinks about the number 
of ministers and how many aides each of them has, then we will surely know that out problems 
will never be solved until we address the issue. If we think of how many states votes as much as a 
hundred million naira monthly for security, money which is usually not accounted for, then we will 
know what Nigeria problem is. So much is being wasted on unproductive ventures that we fear the 
country may collapse under the weight of this burden. It is time to take another look at the issue of 
the salaries and allowances of the people that govern us. We believe democracy can work, just like 
it is working in other climes but how many countries spend so much on governance to the 
detriment of other things? Democracy in other climes is not a full time job like it is in Nigeria. We 
have to address the issue of paying so much to so many and achieving so little. After so many 
years of waste with so little on ground, we need to take another look at a constitution which allows 
so much money and allowances to be paid to those that begged to serve. It is not too late to address 
this anomaly. The siren-blaring idle people have had enough and the National Assembly should 
move in to arrest the situation.  

The state governments in the North-East and North-West geopolitical zones were the most 
expensive states in Nigeria in 2011 when measured in terms of personnel and overhead costs data 
complied by Business Day Research and intelligence Unit (BRIU) have revealed. 



5. 201January; 5uwait Chapter of Arabian Journal of Business and Management Review    Vol. 4, No.K 

46 
 

The data was complied from the Central Bank of Nigeria’s Annual Report 2011. Based on 
combined regional personnel and overhead costs, the six states in the North-East zone, comprising 
Adamawa, Bauchi Borno, Gombe, Taraba and Yobe spent N182 billion out of N360.6 billion 
realized as revenue for the year 2011, which means that 51 percent of the revenue made by the 
zone ended up a personnel and overhead costs.  

Also, the North-West geopolitical zone, which is made up of Jigawa, Kaduna, Kano, 
Katsina, Kebbi, Sokoto and Zamfara expended 44.8 percent as cost, which translated to N217 
billon out of N485 billion total yearly revenue realized by state governments in the region. The 
North-Central was third with 41.4 percent of its 2011 receipts or N196 billion, incurred as the cost 
of governance. Cost of governance is the money spent on salaries and administrative expenses.  

The South-West, South-East and South-South ranked 4th, 5th and 6th with 37.3 percent, 27.5 
percent and revenues for 2011 ending up as the N230 billion, N89 billion and N251 billion 
respectively were the combined expenses incurred by state governments in the three geopolitical 
zones in the south.  

On state by state analysis, the combined personnel and overhead cost of Kano State was the 
highest in the country, translating to 75 percent N72.4 billion) of its 2011 total annual receipts, 
being used in paying personnel and overhead costs. The state was left with N24.6 billion for 
developmental projects. Kano was closely tralled by Bauchi (70%) and Plateau (68%) in that 
order, which amounted to N45.4 billion and N42.8 billion respectively of the total money received 
by the aforementioned state governments being spent on administrative costs. In the South-West 
region, Oyo State (63%) and Ogun State (57%) were the most expensive state was the least 
expensive (9%) among the states analysed.  
It the level of expenses and internally generated revenue (IGR) only two states in Nigeria would 
comfortably pay their personnel to rely on the monthly federal allocation. These are Lagos and 
Abia States. In 2011, Lagos State realized N147 billion as IGR, whereas its combined personnel 
and overhead costs amounted to N70 billion, while Abia State made N31 billion as IGR whereas 
its combined personnel and administrative cost was N26 billion.  
At the Annual Capital Market Committee retreat in Warri, Delta State recently, the governor of 
Central Bank of Nigeria (CBN), Sanusi Lamido Sanusi called for a reduction in the cost of 
governance. He said “at the moment, 70 percent of the Federal Government’s revenue goes for 
payment of salaries and entitlement of civil servants, leaving 30 percent for development of 167 
million Nigerians. That means that for every naira government earns, 70 kobo is consumed by civil 
servants” 

Another research report supports the observation made by the CBN governor about the 
high cost of governance. According to the research work of Stephen Ejuvbekpokpo published in 
the Global Journal of Management and Business Research in 2012 entitled “Cost of governance 
on economic development in Nigeria,” he found that “a unit rise in recurrent administrative 
expenditure would lead to a 0.52 unit fall in gross domestic product (GDP). Conversely, he found 
that a unit rise in capital administrative expenditure would cause grass domestic product to fall by 
0.45 units”. Put in another way, if recurrent administrative expenditure rises by 100 percent, GDP 
will fill fall by 52 percent, just as if the capital administration expenditure surges by 100 percent, 
GDP will fall by 45 percent.  

The cost managing the economy formed part of the speech given by the Chairman of 
NESG, Foluso Phillips. He told participants at the recent NES 18 that the cost of managing the 
Nigerian  Economy at present is larger than its productive base. 
“We cannot defend an unsustainable situation. We cannot sustain this model. We all have to fix 
this problem faster than we are currently addressing it,”(Nwachukwu,2012:1). 
Philips, who was addressing dignitaries at the Nigeria Economic Summit (NES 18) at the 
Transcorp Hilton Hotel, Abuja told the gathering that the current reality surrounding the cost of 
managing the country presents a situation where the three million or so people who work for the 
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federal, states’ and local government, not forgetting the legislature, consume about 70 percent of 
the annual budget on salaries, allowances and overheads, while the rest of the 160 million odd 
Nigerians depend on the balance of 30 percent to provide the infrastructure, education, health and 
other services which most governments have a responsibility for. The essence of this paper is to 
examine the implications of the cost of governance in Nigeria on the economy . To achieve this 
objective, the first part of the paper deals with conceptual issues. The next segment explores the 
cost of running the government in Nigeria. The third section discusses the implications of cost of 
governance on Nigerian economy. The final part offers recommendations and concludes the paper. 
Clarification of concept  
The Cost of Governance 

The cost of governance is the money spent on administrative processes. It is also known as 
administrative expenditure. Adewole and Osabuohien (2007) divided cost of governance into two: 
recurrent administrative expenses and capital administrative expenses. They defined cost of 
governance as costs associated with the running of government. In other words, these are costs 
incurred by the government is running this affairs. The government helps to sustain the social 
contract that binds every member of the state. Similarly, Fluvian (2006) defined cost of 
governance as any expenditure in maintaining government administrative structures. He also 
equates cost of governance to total administrative expenditure, which is a part of total federal 
government expenditure in Nigeria. He said that the justification for using total administrative 
expenditure as cost of governance stems from the fact that administrative expenditures are incurred 
in governing processes. According to Drucker (2007), cost of governance is government budget 
allocated to both capital and recurrent expenditures on maintaining government administrative 
structures, which appears to be very enormous in Africa the question of efficiency in governance 
is, therefore, to ensure that public funds are spent judiciously, while public goods and services are 
sufficiently provided. The distribution of Public goods and services in Nigeria is based on the 
principle of equity. Natural and human resources may skew income distribution in favour of 
endowed groups when the market is allowed to be the principal mechanism for resource allocation. 
Free markets are, therefore, more likely to be hindered when pronounced disparities exist in the 
distribution of natural and human capital endowments among groups that exist in a particular 
society. This mostly explains why the nationalists of northern extraction did not agree at first with 
the idea of independence in Nigeria, since their limited investment in human capital would put 
them at a disadvantage in a post - independent Nigeria (Adewole and Osabudien, 2007). Nigeria, 
therefore, put up a political arrangement that ensured that the commanding heights of the economy 
were left in the domain of the public sector. With the benefit of hind sight, one could say this 
arrangement signaled the beginning of patronize activities that stifled the market and productivity, 
promoted rent seeking, brought an imbalance between efforts and rewards, and raised the cost of 
governance in Nigeria. Cost of governance, according to Afolugbo (2004), is therefore the cost 
incurred in running the government. It is the cost of performing political duties, and discharging 
civil services to the public. 

According to Iyoha and Oriakhi (2002), a larger than optimal civil service, dominated 
mainly by that section of the country with significant human capital deficiencies is bound to raise 
governance costs and institutionalize the mechanisms for rent extraction. This is a major problem 
in Nigeria. Another institutional factor that raises cost of governance is the provision of security by 
the state. For instance, a public good like law and order (security for short) has a high degree of 
public interest, upon which there is a broad consensus that it could be more cheaply provided by 
government, particularly by a central government, if we admit that in reality there is no pure public 
good, we should understand why profit maximizing firms could equally provide complementary 
security services. However, government provides that bulk of security services. Thus, the role of 
the private sector in the security sector is minimal. We recognize that the different levels of 
government would be able to organize security effectively (Ejuvbekpokpo, 2012). According to 
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Adewole and Osabuohien (2007), the absence of the centralization of security affects its efficiency 
and drives up cost of making security available. This model is drawn mainly from the insights 
provided by Olsen (1965) and Fates, et al (2002). In conventional economic theory, the state is a 
product of  cooperation. In other words, rational human who live within a defined territory 
discover a net gain in cooperation rather than in competition. It could be likened to a group of 
many perfectly competitive firms who form a collusive unit called a monopoly. From a political 
economy perspective, the state is the by – product of rational individuals who believe that state 
formation would be better than living as individual or families. The state, therefore, as well as 
being the government’s instrument of operation, is a natural monopoly, for no two organizations 
with equal powers of force over a defined territory can co-exist successfully and maintain relative 
peace. Lastly, the state is formed for the benefit of the people. It enables individuals to co-exist 
peacefully by avoiding violence and reducing tendency for communal and individual clashes. 
Fates, et al (2002) added that if people can resist the temptation to steal, or extract rent for selfish 
reasons, there will be prosperity in the state. However, this is unlike the Nigerian situation. Most 
politicians are corrupt, selfish and passive. They specialize in looting public treasury. 
Consequently, pronounced poverty is a key feature of this kind of event. For there to be growth 
and development, resources must be channeled towards production. The Rising Cost of 
Governance in Nigeria Governance represents more than a means of providing common good, as it 
can be related to the government capacity to help the citizen’s ability to achieve individual 
satisfaction and material prosperity. Therefore, governance could be compared to the management, 
supply and delivery of public services to a nation. According to Fluvian (2006), there are specific 
factors responsible for the rising cost of governance in Africa. First, there is the issue of inflation. 
Public project costs are unduly inflated by corrupt politicians. There should be equity. Adewole 
and Osaabwohien (2007) added that the rising cost of governance in Nigeria is a price we have to 
pay for undue consideration for equity. Similarly, the issue of misuse of public funds is another 
cause of the rising cost of governance in Nigeria (Warimen, 2007). Political leaders inflate the 
costs of public projects to embellish themselves. Adewole and Osabuohien (2007) also said that 
the supply of security beyond the optimal level will lead to limited prosperity. In other words, the 
excess money spent by government on a particular set goods affect development, since resources 
are scarce and should be optimally utilized. Furthermore, there is population increase. An increase 
in population implies that there is pressure in the limited available the resources. Fluvian (2006) 
also said that increase in population implies that more demand for public goods and services, such 
as education, health services, etc. the need to give every ethnic group adequate representation is 
another reason for increasing cost of governance. Another major cause of the persistent rise in cost 
of governance in Africa vis-a – vis Nigeria is the extra large civil service sector. This has been 
described as an institutional factor by Afolugbo, et al (2004). Most public workers in Africa are 
redundant due to employment of excessive work staff to reduce unemployment. Employees are 
more than the optimal size, which led to inefficiency and unnecessary increase in cost.   

For example, according to Fafowora (2011) who posited that when he joined the Western 
Region civil service as an Administrative Officer in 1964 after his graduation from the then 
University, College, Ibadan, there were only four of them, administrative officers in the Ministry 
of Trade to which he was posted. Today, they probably not less than 20 administrative officers 
doing what only four officer handled in that Ministry doing what only four officers handled in 
1964. Later, when he moved to the Foreign Service in September, 1964, there were less than 50 
Branch As officers in the Foreign Ministry of which only two or three were of the status of a 
permanent secretary. Now, there are over 500 Branch A officers of which over 100 are on level 17, 
equivalent to the grade of a permanent secretary. Many of these officers at the top of the pyramid 
now retire from the service without being appointed Ambassadors. Many more are virtually 
redundant with no functions or departmental responsibilities. This background is necessary to fully 
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understand and appreciate the source or sources of the huge bureaucracy that has emerged in 
Nigeria and the costs involved in running such a vast bureaucracy.  

For our purpose, cost of administration or governance refers to the financial resources 
government or her gents uses to service or maintain the workers under her jurisdiction. This cost of 
maintains is also known as overhead or recurrent expenditure.    

An Analysis of the Cost of Governance in Nigeria and its Implications on the Economy 
Since May 29, 1999, political activities across the country have assumed different dimensions. 

This is why politics has virtually become the most lucrative business in the polity. It is therefore 
not surprising that in some sections of the Nigerian society, politics has become a do-or-die affair. 
It is no longer unusual to see a spirants and candidates assassinated over tussles for political 
positions; in numerous cases property and building are destroyed in clashes between two opposing 
camps. These are pointers to the level of desperation that accompanies the desire to get to public 
office to earn enormous salaries.  
 The outcry over high cost of governance in Nigeria reacted new height recently. The 
renewed angst that the Governor of Bauchi State Mallam Isa Yuguda; appointed 1,070 political 
aides to assist him in running the affairs of the State. These political aides are in addition to 
members of the Bauchi Executive Council, members of various boards and statutory corporations 
and governing councils of institutions of higher learning. Governor Yuguda is not alone in this 
decision to appoint a large number of aides purportedly to run state affairs. His counterparts in 
Adamawa and Imo States, Governors Murtala Nyako and Rochas Okorocha also appointed a large 
retinue of aides which included special assistants and special advisers.  
 However, it is not too late for them to reconsider their actions by reducing to the barest 
minimum, the number of their political aids. This is in the interest of their states and ultimately the 
people. The public sector should under no circumstances be seen as a vehicle for wasteful, 
spending on large retinues of appointees. Nigeria at the moment can ill-afford such profligacy. 
Nigeria need not to operate the most expensive democracy in the world.   

If fully and faithfully implemented, these measures will go a long way in reducing the overall 
cost of governance in Nigeria. Our yearly financing gap has been estimated at US$10 billion. 
Most of this will have to be generated internally. More financial resources will be released for 
capital expenditure as a result of these cost cutting measures. The tables below capture the cost 
of governance among Geo – political zones in Nigeria in comparism with regional 
unemployment and internally generator revenue.  
Table 1: list of geopolitical zones in Nigeria, their IGR an unemployment rate percentage 

   
Geopolitical zone  Regional 

unemployment 
rate in % 

IGR as percentage 
of total revenue in 
% 

Personnel and 
overhead costs as 
a percentage of 
total revenue in 
% 

South East 19.6 15.0 27.5 
South West 11.4 33.4 37.3 
South South 24.7 10.5 21.9 
North Central  22.0 12.7 41.4 
North East 31.9 7.1 50.5 
North West 28.8 10.0 44.8 
Source: Business Day (2012) Economic and Financial Indicators: P. 51 
 

Table 2: list of states in South-South geopolitical zone in Nigeria, their IGR an 
unemployment rate percentage 

South Unemploym Revenue Personnel Overhea Debt IGR (N 
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South  ent rate in 
% 

in % cost (N 
bn) 

d cost (N 
bn) 

Charges 
(N bn) 

bn) 

Akwa Ibom 18.4 256.2 17.9 4.1 0.3 12.1 
Bayelsa 23.9 196.9 34.7 25.6 22.2 4.4 
Cross River 18.2 62.5 15.8 6.1 4.2 7.6 
Delta 27.2 235.7 19.1 16.7 1.6 15.6 
Edo 35.2 82.3 20.2 13.3 9.9 18.1 
Rivers  25.5 314.7 62.5 15.2 33.8 62.9 
Regional 
Total 

 1,148.3 170.2 81.0 72.0 129.1 

Regional 
Average  

24.7 191.4 28.4 13.5 12.0 20.1 

Source: Business Day (2012) Economic and Financial Indicators: P. 51 
Table 3: list of states in North-East geopolitical zone in Nigeria, their IGR an 
unemployment rate percentage 

North East Unemployment 
rate in % 

Revenue 
in % 

Personnel 
cost (N 
bn) 

Overhead 
cost (N 
bn) 

Debt 
Charges 
(N bn) 

IGR 
(N bn) 

Adamawa 33.8 61.7 12.1 25.7 1.4 6.6 
Bauchi 41.4 64.4 18.6 26.8  4.5 
Borono 29.1 62.7 13.1 8.0  2.1 
Gombe 38.1 64.1 9.1 29.1 5.0 7.5 
Taraba 12.7 55.5 10.9 5.4 4.1 2.5 
Yobe  35.6 52.2 10.7 12.5 0.2 2.3 
Regional 
Total 

 360.6 74.5 107.5 10.7 25.5 

Regional 
Average  

31.9 60.1 12.4 17.9 1.8 4.3 

Source: Business Day (2012) Economic and Financial Indicators: P. 51 
 
Table 4: list of states in South-East geopolitical zone in Nigeria, their IGR an unemployment 
rate percentage 
South East Unemployment 

rate in % 
Revenue 
in % 

Personnel 
cost (N 
bn) 

Overhead 
cost (N 
bn) 

Debt 
Charges 
(N bn) 

IGR 
(N bn) 

Abia  11.2 84.1 10.0 15.9 18.4 31.2 
Anambra  12.4 72.4 3.7 5.0 0.9 4.8 
Ebonyi  23.1 45.2 7.1 3.3 2.6 2.1 
Enugu  25.2 53.1 10.7 6.4 0.1 4.1 
Imo  26.1 67.6 8.1 18.4 23.0 6.1 
Regional 
Total 

 322.4 39.6 49.0 45.0 48.3 

Regional 
Average  

19.6 64.5 7.9 9.8 9.0 9.1 

Source: Business Day (2012) Economic and Financial Indicators: P. 51 
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Table 5: list of states in North-West geopolitical zone in Nigeria, their IGR an 
unemployment rate percentage 

North 
West 

Unemployment 
rate in % 

Revenue 
in % 

Personnel 
cost (N 
bn) 

Overhead 
cost (N 
bn) 

Debt 
Charges 
(N bn) 

IGR 
(N bn) 

Jigawa  35.9 66.5 3.2 5.5 0.1 2.3 
Kaduna 30.3 77.3 18.8 21.2 0.6 11.7 
Kano 21.3 97.0 58.4 14.0 - 14.0 
Katsina 28.1 66.4 16.7 5.0 0.2 3.2 
Kebbi 25.3 55.1 11.8 9.2  3.5 
Sokoto 17.9 61.7 10.0 5.8 20.1 3.1 
Zamfara  42.6 61.1 20.0 9.5 9.8 10.6 
Regional 
Total 

 484.9 146.9 70.2 30.8 48.4 

Regional 
Average  

28.8 69.3 21.0 10.0 4.4 6.9 

Source: Business Day (2012) Economic and Financial Indicators: P. 51 
 
Table 6: list of states in South-West geopolitical zone in Nigeria, their IGR an unemployment 
rate percentage 
South 
West 

Unemployment 
rate in % 

Revenue 
in % 

Personnel 
cost (N 
bn) 

Overhead 
cost (N 
bn) 

Debt 
Charges 
(N bn) 

IGR 
(N bn) 

Ekiti  12.1 48.2 13.1 2.6 14.1 4.0 
Lagos 8.3 267.9 32.7 37.2 3.0 147.1 
Ogun 22.9 77.4 34.1 9.9 12.8 22.2 
Ondo 12.9 83.2 20.6 3.4 1.9 7.2 
Osun 3.0 60.1 19.6 6.6  11.9 
Oyo 8.9 78.7 35.3 14.6  13.4 
Regional 
Total 

 615.5 155.4 74.3 31.8 205.8 

Regional 
Average 

11.4 102.6 25.9 12.4 5.3 34.3 

Source: Business Day (2012) Economic and Financial Indicators: P. 51 
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Table 7: list of states in North-Central geopolitical zone in Nigeria, their IGR an 
unemployment rate percentage 

North 
Central  

Unemployment 
rate in % 

Revenue 
in % 

Personnel 
cost (N 
bn) 

Overhead 
cost (N 
bn) 

Debt 
Charges 
(N bn) 

IGR 
(N bn) 

Benue 14.2 67.3 14.9 8.4 3.5 8.3 
Kogi 14.4 68.2 20.2 8.7 1.8 16.5 
Kwara 7.1 60.4 8.5 16.4 11.6 11.7 
Nassarawa 36.5 49.2 8.2 16.7 10.2 5.3 
Niger 39.4 62.6 19.5 18.2 4.9 3.2 
Plateau 25.3 63.1 13.9 28.9 9.0 4.9 
FCT Abuja 21.1 103.8 8.4 5.6 0.2 10.3 
Regional 
Total 

 474.6 93.6 102.9 41.2 60.2 

Regional 
Average  

22.6 67.8 13.4 14.7 5.9 8.6 

Source: Business Day (2012) Economic and Financial Indicators: P. 51 
 

What exactly is the size of the federal civil service today and its total cost to the Treasury?  
By September 2005, when the Public Service Reform Team (PSRT) was constituted, the number 
of the federal public servants was slightly above one million. The estimated number working for 
the 36 states and the FCT was another 2 million, broken down as follows: 
Public Servants  
Federal Core Civil servants, including some 20,000 directors    180.000  
Uniformed Services-Military, Police and Paramilitary Services    457,000  
Parastatals, Agencies, Educational and Health Institutions     470.000 
Total Federal Public Service     1,107.000    
Public Officers at the state level-36 states (Estimate)     856,000 
Public officer at the Local Government and FCT Area Councils    620.000  
Public Officers in the FCT Administration         19.000 
Total Sub-National Public Service     1,495.000 
Grand Total of Public Sector Employees in Nigeria     2,602.000 
Source El-Rufai, N (2011), “Reforming our Dysfunctional Public Service,” ThisDay, October, 
1, p.50. 

Other initial diagnostics and findings of the PSRT were sobering to say the least. The civil 
service was rapidly ageing, mostly untrained and largely under educated. According to El-Rufai 
(2011:50) their average age then was 42 years, and over 60 percent were over 40 years. Less than 
12 percent of the public servants held university degrees or equivalents. Over 70 percent of the 
junior grades 01-06, were of sub-clerical and equivalent skills. About 20 percent of the public 
servant employees were “ghost workers” non existent people on the pay roll which goes to staff of 
personnel and accounts departments. In the FCT, out of an initial head count of 26, 000, we found 
3,000 ghosts in the first round of audit. By the time we introduced biometric  ID and centralized, 
computerized pay roll, we found nearly 2,500 who failed to show up for documents. El-Rufai 
concluded by positing that while our National population has increased by 160 percent between 
1960 and 1999, the size of our bureaucracy / service increased by 350 percent in the same period. 
Our public service is clearly over-bloated.  

It is a nightmare as no one, including the various governments of the federation, really 
knows either the size of the civil service or its total cost to governance. For instance, the former 
Minister for Finance, Mr. Segun Aganga, was reported recently as saying that a staff audit of only 
seven of the MDAs showed that of the staff strength of 112, 000, there were 43, 000 so-called 
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‘ghost’ workers on the pay roll of the federal government. He also stated that personnel cost alone 
represented 50% of the recurrent expenditure of the federal government. (Eme,2011 ) Roughly, 
this translates to over N1.2tr. per annum. It could even be more as no reliable data is available in 
respect of the total staff strength of the federal civil service. Data from the federal office of 
statistics are outdated. Some staff audits have been conducted periodically since 1999, but the 
findings of these staff audit were not made public. Another staff audit was conducted recently by a 
committee chaired by Professor Anya. But the full details of this audit have not been released 
either. 

However, in presenting his committee’s report to the Minister of Finance, Professor Anya 
observed that the current size of the federal bureaucracy was ‘unsustainable for the size of the 
Nigerian economy. He further noted that ‘more than 80% of the financial resources of the nation 
was devoted to recurrent expenditure and that without the oil revenue Nigeria would have a mere 
15% of its expenditure covered” (El-Rufai,2011:50 ).  

It is difficult not to be skeptical about the figure of 80% attributed to professor Anya as the 
total cost of public administration by the federal government, but it may not be too far from the 
truth. It is estimated that while the recurrent budget is usually fully spent, less than 50% of the 
capital budget which should normally be returned to the Treasury for a revote. We simply do not 
know whether this is the case. The scandal a few years ago in the Federal Ministry of Health where 
unspent capital budget for the year was shared out among the staff could well be an indication of 
how the unspent balance of capital votes are fraudulently disposed off. The Presidential Advisory 
Committee, of which General Danjuma was Chairman, has also warned President Jonathan that the 
federal bureaucracy must be reduced in size and that the number of federal ministries be reduced 
from its current 42 to 18. Despite these alarming disclosures, the public is still left largely in the 
dark regarding the actual size and cost of the federal civil service which is the focus of this paper. 
However, through extrapolation, it is possible to conjecture and have an idea of the size and cost of 
the federal civil service to the nation. 

First, we now have an FG cabinet of some 42 ministers of which 36 are cabinet ministers in 
direct cabinet responsibility. The Constitution stipulates that the President should appoint a 
Minister at least from each of the 36 states. (El-Rufai,2012:8 ) This implies that there will be at 
least 36 or 37 federal ministries to manage the affairs of the federal government. In addition, there 
are unspecific or unlimited number of special advisers and special assistants. It is believed that 
these categories of officials could be as high as 300. This does not include the civil service of the 
37 states (including the Federal Capital Authority), and the 774 local governments established 
under the 1999 Constitution. In addition, despite its privatization Programme, now stalled, it is 
estimated that there could be as many as 300 public enterprises and agencies of the federal 
government that have not yet been sold off.   

A detailed investigation by Fafowora(2011) revealed that the main problem is not just the 
corrupt politicians at the National Assembly or the governors and chairmen of local government 
councils looting their states blind; rather the civil service provides the foundation for corruption 
and bad governance. Civil servants who prepare the budget estimates and implement the 
Appropriation Act are the ones who reveal the loopholes in the system to political appointees and 
help them to stash away public money. They frustrate the achievement of the budget 
implementation milestones and when the budget fails, mop up the ‘unspent funds’ into their pocket 
and sex-up the books to comply with due process. They are the ones who sabotage every attempt 
to introduce financial best practices into the system to plug the holes through which they salt away 
money. They look like the innocent flower but appear to be the serpent under it. Any meaningful 
reform should therefore begin at the civil service.  

Successful governments and organizations are known for being frugal, prudent and 
efficient. But the nation’s government is seen to be unwieldy, reckless and too wasteful. Hannibal 
(247-c182BC), the most outstanding Carthaginian Army commander made history in 217BC when 
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he journeyed from Africa and crossed the alps with a vast army and 40 elephants and defeated the 
Roman army at Trasimene. Military historians attribute his success to the austere nature of his 
command. Every member of his command was productive and the focus was the battle and what 
contributed to its success, not comfort. There was neither wastage nor indiscipline. Likewise, 
Sparta, an ancient city of south central Pelopnnesus, Greece, became a dominant power and 
entered the world lexicon because of its philosophy of austerity, thoroughness and abhorrence of 
waste. In current history, the success story of the Asian Tigers Japan, China, Korea and Malaysia 
is a product of sound leadership, visionary management and efficiency.  

In this respect, the government is visibly out of sync with contemporary global trends. The 
size of government bureaucracy is too unwieldy, inefficient and too costly. That is why many pro-
democracy activists have called for government to reduce the size of government to reflect the 
mood of the country. Recently, Lamido Sanusi, governor of Central Bank of Nigeria, CBN ran into 
troubled waters when he revealed that the National assembly, NASS alone gulps 26 per cent of the 
recurrent expenditure in the 2010 appropriation Act. At the inauguration of the seventh Senate, 
David Mark, the president of the Upper Chamber, promised that the NASS would make laws to 
support reforms to reduce the cost of governance. When the forum of senators recently visited Pius 
Anyim, secretary to the government of the federation, SGF, one of the issues that came up was 
how to reduce the cost of government. 

The first indicator of government’s seriousness in reducing the cost of governance is the 
constitution of the new federal cabinet. When the Senate unveiled it on Monday. June 27, it rather 
showed an amplification of the old order. The President forwarded a first batch of 34 ministerial 
nominees and 20 special advisers. At least, an additional eight ministerial nominees would be sent 
to the Red Chamber for screening. In this instance, the President appears helpless, even if he had 
wanted to trim his unwieldy cabinet; he cannot without a constitutional amendment because of the 
provision that at least a minister shall be appointed from each of the 36 states and Abuja. An 
additional six, one from each of the six geo-political zones, apparently more for political 
correctness, brings the number to 42. 

At the ministerial screening recently in the Senate, the issue of the size of the federal 
cabinet re-echoed as some senators frowned at the size of the proposed federal cabinet. Chris 
Ngige (Anambra North) spoke for those who felt the size should be trimmed. He protested 
Jonathan’s request for 20 special advisers, in addition to 42 ministers, and wondered what their 
schedule of duties are. But in the end, the senate approved to avoid heating up the polity this early 
in the new regime. That also raises the concern that the senate, whose officials had promised to 
reduce the cost of governance, appears to be starting on a timid note. Otherwise the legislature 
should know that it is supposed to insist that the President must begin no to do away with big 
government.  

The magazine’s investigation showed the depth of fragmentation and fission in government 
bureaucracy over the years, which has ballooned the cost of governance. Officially, there are only 
27 federal ministries, but the constitution says the President must appoint a minimum of 37 
ministers. To accommodate this, politicians got creative, and invented what they call ‘minister of 
state’. So 15 of the 42 nominees will be ministers of state, seen as junior ministers who play 
backyard roles in the affairs of their ministries. This practice has also brought about conflict 
between the ministers and the ministers of state over responsibilities, visibility and some say 
sharing of the spoils of office, until some ministries were further divided to assign control of some 
sections to the ministers of state. Currently, there are rumours that the government is thinking of 
phasing out the rank of minister of state by creating more ministries. This will not only make all 
nominees full ministers, as it were; it will also balloon the bureaucracy and cost of government as 
each ministry will require all the standard office outlay and personnel for a full ministry. If this 
turns out to be true, the country may have about 42 ministries.  
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A brief outline of the federal bureaucracy will underscore the heavy burden the treasury of 
the country bears, which undermines all development efforts across various regimes. Under the 
Presidency, there are four powerful executive positions the President, Vice President, SGF and the 
Head of Service of the Federation.  

Usually under the military dispensations, the office of the SGF and head of service were 
one under the SGF. In the Administration of late Umaru YarAdua, he had two Honrary Advisers, 
and Senior Special Advisers, and Senior Special Assistants.          

In the Federal Government’s budget for 2010, of the total budget of N46 trillion The same 
of N2.8 trillion was allocated to recurrent expenditure and debt servicing. Recurrent expenditure of 
N2.8 trillion accounted for nearly 45% of the total FG budget, while the capital budget of N1.8 
trillion accounted for only 35% of the total budget for 2010. No specific figures were given in the 
budget for personnel costs and overhead costs. But on average, the recurrent expenditure on 
personnel costs accounts for 40% and overhead cost about 60%. (Eme,2012 ). This means that 
overhead costs, which cover the cost of travel, hotel, and other ancillary expenses, actually exceed 
those of direct wages or personal emoluments. Hen taken together, the FG could be spending as 
much as N1.2 trillion annually as personnel cost on its civil servants. 

Of the 2011 budget of N4.2trillion, total estimated revenue is only N2.83trillion, leaving a 
deficit of over N1.4trillion which is expected to be met by internal bonds and external borrowings. 
The deficit represents 16% of our GDP. As at now annual debt servicing is estimated at N542b. 
About 66% of the budget is earmarked for recurrent budget while the balance of 34% is for capital 
expenditure. In practical terms, the federal government will in the current fiscal year spend about 
N2.3trillion. On the recurrent budget of which over N1.2 trillion will go to personnel costs. 

At the state government level, the pattern is the same. While the public service pay is low 
relative to the cost of living, the overall burden of payroll as a percentage of the budget is huge  
 In most states other than Lagos, Kano, Kaduna and Rivers States, an average of 50 percent 
of the budget goes towards recurrent expenditure. The DMO, in December 2009 raised similar 
concerns about the sustainability of Nigeria’s domestic debt in its report entitled “National Debt 
Management Framework: 2008 to 2012”, the office stated that though Nigeria seems not to have 
any domestic debt sustainability problems over the medium term, the country might face 
challenges servicing the debt by 2010. The table below shows the debt profile of states in Nigeria.  
Table 8: External Debts Stock of States as at December 2010  

S/N States  Debts stock  Percentage of total  
1 Abia $24.5million 1.52 
2 Adamawa $58.7million 1.33 
3 Akwa Ibom $17.3million 3.20 
4 Anambra  $44.2million 0.94 
5 Bauchi $25.1million 2.41 
6 Bayelsa $24.3million 1.36 
7 Benue $14.8million 1.32 
8 Borno $101.8million 0.81 
9 Cross River $19.5million 5.55 
10 Delta         $32million 1.06 
11 Ebonyi          $42million 1.75 
12 Edo $32.7million 2.29 
13 Ekiti $33.4million 1.78 
14 Enugu $21.3million 1.82 
15 Gombe $49.5million 1.16 
16 Imo $18.3million 2.69 
17 Jigawa $135.8million                    0.99 
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18 Kaduna $44.1million 7.40 
19 Kano $78.8million 2.40 
20 Katsina $46.8million 4.29 
21 Kebbi $32.3million 2.55 
22 Kogi $30.1million 1.76 
23 Kwara $347.9million 1.64 
24 Lagos $28.5million 18.95 
25 Nassarawa $25.8million 1.55 
26 Niger $67.9million 1.41 
27 Ogun $46.6million 3.70 
28 Ondo $64.1million 254 
29 Osun $100.3million 3.49 
30 Oyo $29.2million 5.46 
31 Platueau $33.7million 1.59 
32 Rivers          $36million 1.84 
33 Sokoto         $36million 1.96 
34 Taraba $19.9million 1.06 
35 Yabe $27.2million 1.48 
36 Zamfara $23.8million 1.30 
37 FCT $29.3million 1.60 

   Source:Eme, (2010:22), “History of Wage Palaver in Nigeria”, unpublished paper 
 

This is nearly the total sum of internal and external borrowings required to bring the budget 
into balance. What this means is that, essentially, we are borrowing to maintain our vast 
bureaucracy which will require an annual debt servicing of nearly N600 billion in the next few 
years. Certainly, this is no way to run a country, or any economic enterprise for that matter. It is a 
prescription for financial disaster and national bankruptcy.  

All the government of the federation must jointly address the critical problem of an over 
blown bureaucracy and the vastly increased cost of running such a huge bureaucracy on which we 
could be spending as much as 80% of our total resources as claimed by the Anya Committee’s 
Report. The states governments are no less profligate in their expenditure on general 
administration. The practical result of this huge cost of governance is that only an average of 20% 
of the nation’s total financial resources is spent on capital projects. The capital projects are, thus, 
poorly funded. In most cases, they are abandoned, or uncompleted due to paucity of funds. This is 
a prescription for the sustained underperformance of the economy and its sustained growth. What 
the situation calls for is a comprehensive staff audit and job evaluation to determine the right size 
for the federal civil service without any adverse effect on efficiency in the service.  

At the comparative level, very few countries match the cost of governance, particularly the 
cost of general administration in Nigeria. The United States, the largest economy in the world, 
with a GNP of US$ 13 tr. per annum has a federal cabinet not exceeding 20 less than half that of 
Nigeria. The cost of general administration represents less than 10% of the federal budget of the 
US. Contrast that with the figures in Nigeria ranging from at least 60% to as much as 80%. The 
rich countries spend on the general administration of their countries an average of only 12%. 
(Fafowora,2011:52) On the other hand poor countries, which can ill afford to do so, tend to spend 
a lot more in the running of their countries. Of course, this is all relative to their GDP. But the 
structure of demand shows that in poor countries the public sector is dominant and takes the lion’s 
share of all public expenditure. As a matter of fact this trend accounts largely for the painfully 
slow economic growth of poor countries such as Nigeria. Data for comparative size and public 
expenditure on the public service in other African countries are not readily available. But the 
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annual World Bank reports have shown that public expenditure in Nigeria as a share of total 
expenditure, or the GDP has consistently been the highest in Africa, (Fafowora,2011-52) yet, big 
governments do not necessarily translate to good or effective governments. On the contrary that is 
overwhelming evidence that the bigger the government is the higher the probability of wasteful 
spending and large scale public corruption.  

In 2003, during President Obasanjo’s administration, a staff audit showed that there were 
1.2 million federal civil servants, 1.500 political office holders (Ministers, special advisers and 
special assistants), 470 federal legislators and over 1.500 judicial officers. As part of his cost 
cutting measures, the Obasanjo administration reduced the number of federal ministries from 22 to 
16 by merging some of the ministries. But his successor, President Yar’Adua increased the number 
of ministries from 16 to 29.  

With regard to the size of the federal civil service of 1.2 million (Fafowora,2011:52) 
possible as high as 1.5 million now) several attempts have been made in the past few years to 
reduce both the size and cost of the federal civil service. But these efforts have been largely 
unsuccessful for reasons ranging from a lack of commitment on the part of the successive of 
federal governments to the practical difficulties of achieving the objective. A more holistic and 
comprehensive approach involving all the stake holders, including the states, is necessary to fully 
address this complex problem of rising costs in the general administration of the nation. For 
instance, the President is obliged under the 1999 Constitution to appoint not less than 37 cabinet 
ministers, one each from the 36 states and the Federal Capital Territory. Unless this constitutional 
proviso is changed, he cannot unilaterally reduce the size of his cabinet. In the context of the 
Nigerian political system it will be difficult to amend the Constitution with a view to reducing the 
number of cabinet ministers that the President is obliged to appoint. Yet, this is necessary if the 
cost of running such a big cabinet and huge bureaucracy is to be reduced.  

There is now a broad consensus in the nation that the size and cost of the civil service is 
unsustainable and that it should be reduced considerably as it represents a major constraint on the 
nation’s economic growth and development. The practice of treating the civil service as some other 
form of political, ethnic, and religious patronage is one that we need to jettison. What we need is a 
slimmer and more efficient civil service than we now have. There is no reason why public 
expenditure on the civil service should exceed 10%. But to avoid unnecessary disruptions in the 
civil service, the process of staff reduction should be gradual and handled fairly. In conclusion, the 
following measures for reducing both the size and cost of general administration in the nation are 
strongly recommended. 

(1) Constitutional amendments should be introduced urgently to reduce the size of the 
federal cabinet to not more than 18 to be appointed from the six geopolitical zones. In 
this regard the President and state governors should take the initiative in bringing about 
the necessary constitutional amendment for the reduction of the number of Ministers in 
the federal government. The approach to the issue has to be bi-partisan.  

(2) There should be a limitation on the number of special advisers and special assistants 
serving in the government. It is estimated that over 300 are currently serving in those 
capacities now. This number should be reduced considerably.  

(3) There should be a merger of the MDAs to reduce the cost of governance. There is far 
too much duplication of functions in the federal bureaucracy.  

(4) The Fiscal Responsibility Act should seek to enforce budgetary and fiscal discipline in 
public expenditure. Appropriate legislation should be introduced limiting the size of the 
recurrent budget. Savings accruing from this exercise should be transferred to the 
capital budget.  

(5) The pay and allowances of the federal and states legislators should be reviewed 
downwards by at least 60%. 
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(6) There should be a regular (preferably quarterly) auditing by the Auditor General of the 
Federation of all public expenditure. 

(7) The Accountant General of the Federation should be under a constitutional obligation 
to publish quarterly expenditure of the federal Government. 

(8) The Public Accounts Committees of the National assembly should be strengthened to 
enable it discharge its oversight functions on public expenditure more efficiently, and  

(9) All the governments of the federation should be made to depend less on the sharing of 
the federally collectible revenue and more on their internally generated revenue.  

(10) The current de-registration of political parties by INEC is a welcome development. 
(11) The National Assembly should be a single chamber and peopled by part time law 

makers. 
(12) The number of states in Nigeria should be reduced and ministers appointed along 

geopolitical zones (at least 2 from each zone). 
Conclusion 
Nigeria has a democratic system of government that is patterned after that of the United States of 
America. However, the cost of governance in Nigeria recently attracted several comments from 
stakeholders in the nation’s economy who expressed concerns as regards how best the prevalent 
wastage by government could be curtailed and translated into generally improved living standards 
for the citizenry. Nigeria’s democracy has been described as the most expensive in the world with 
minimal evidence in terms of infrastructure development, poverty level and pace of general 
economic growth. For instance, the United States of America with a higher population and higher 
number of states than Nigeria, has 12 federal Secretaries (ministers) and ministries as against 
Nigeria’s over 40 ministers and ministries. The US economic growth plan is very specific, 
articulate, people oriented and less expensive while policies are implemented in the national 
interest even in the midst of global economic uncertainties. Results of highly monitored 
expenditure of public funds are visible. This is not the case with Nigeria where a federal legislator 
earns higher than the President of the United States of America, even with so little input. The 
Speaker of the Federal House of Representatives, Mr. Aminu Tambuwal recently lamented that 
about 50% of the nation’s revenue in 2012 budget was spent by federal government agencies 
illegally. This came with minimal results in terms of living standards of the majority of citizens. 
Amidst the level of poverty in the land, irrelevant contracts worth billions of naira are being 
awarded by the federal government. A good example is the N2.2 billion contract that was recently 
approved by the Federal Executive Council for the construction of a 150-seater banquet hall and 
other related works in the Presidential Villa. This is expected to replace an already existing 
banquet hall. Some awarded contracts have been abandoned while monies for jobs not done have 
been 
paid. In June 2012, the Vice-President, Mr. Namadi Sambo is reported to have revealed that over 
12,000 federal projects worth N7.8 trillion had been abandoned. The volume of wastage in the 
system is so enormous. There is no news in the fact that at many of the nation’s local government 
councils, their payrolls are over bloated with staff, most of who only visit their secretariats at the 
end of the month to receive salaries for no work done. A number of State Governors have over 500 
aides. According to the Governor of Central Bank of Nigeria (CBN), Mallam Sanusi Lamido 
Sanusi, government is spending 70% of the nation’s revenue on itself, leaving 30% for the people. 
He had earlier disclosed how 25% of the nation’s entire budget was spent on the National 
Assembly and its members alone. He stressed that the country cannot develop if it continues to 
spend so much of its resources on personnel. “This is a country where we have 774 local 
governments. In each council, you have a chairman and a vice chairman and maybe 10 councillors 
plus their aides. The constitution says there must be a minister from every state of the federation, 
but let me ask you, as intelligent and educated human beings, what is the connection between the 
number of ministries at the federal level and the number of states? So, if you have 50 states today, 
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you must have 50 ministries? If you have 100 states, you must have 100 ministries?” queried the 
CBN Governor. Stakeholders are of the opinion that there has to be a downsizing template for all 
tiers of government and this move has to begin with the constitution. Until our leaders are prepared 
to undertake this level of cost reduction, they should perhaps just keep silent on the matter. 
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