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ABSTRACT  

The belief that education is an engine of growth rests on the quantity and quality of education in any 

country. In Nigeria, the demand for popular education is so high because education is not only an 

investment in human capital, but also a pre-requisite as well as a correlated for economic 

development. This has made the demand for education to be higher than its supply. According to 

the National policy on Education, education is explicitly a government affair in which free 

education is to be provided by the government at all levels when and practicable. The government had 

been carrying out this responsibility. However, with increasing population and the growing demand 

for education in the country, the pool of funds to the sector has been greatly inadequate. Therefore, this 

paper examined the evolution of tertiary education in Nigeria. It equally discussed the process of 

funding tertiary education, the need for funding of tertiary education as well as the purpose of funding 

tertiary education. Furthermore, the paper examined the statutory sources of funding tertiary 

education in Nigeria. Moreover, the paper looked at the local source of income and Tertiary Education 

Trust Fund (TETFUND) as means of funding tertiary education in Nigeria. 
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INTRODUCTION 

One statutory obligation government owe to public educational institutions is funding them. Funding 

an educational institution requires that government provides a wide variety of resources to institutions 

to enable it take-off, continue to exist, plan, execute, monitor and evaluate its approved programmes 

and services within approved financial regulations and guidelines. In the case of tertiary education, 

the programmes and services they offer include teaching, consultancy, research, proto-type 

development, human resource development, public service and so on. Resources accruing to an 

institution may be in the form of direct and or indirect monetary government/private 

allocations/grants, loans individual and corporate endowments and grants, returns on investments, 

service tuition from students as well as user fees. Such resources provide the enabling financial base 

for the execution of the various academic and non-academic activities within its statutory and other 

obligations. Some obligations include payment of workers salaries and municipal services; payment 

of retirement benefits and staff development; payment of insurance, health and other dues; payments 

for purchasing of teaching and research equipment; payments for maintenance of grounds and other 

physical facilities; and so on. In a free market economy not fully deregulated yet, funding of tertiary 

institution is far more complex and demanding than indicated above especially since approaches to 

and successes in management of tertiary education are closely interwoven with the realities of the 

accessible and expendable financial resources of a tertiary institution. According to Rowell (2011), 

one of the major problems now facing higher education in Nigeria is the problem of under-funding. 

This is not surprising considering the fact that in the recent times, government revenues have reduced 

sharply, while the national economy itself is in total chaos. The government, which statutorily bears 
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the costs of higher education in the country, now faces tight budget constraints due to the collapse of 

the oil market, and the need to meet heavy and raising debt service obligations. To Onuka (2004), 

the higher education sub-sector, had suffered continuous decline in funding, when cognizance is 

taken of the falling value of the naira. 

Against this backdrop, this paper examined the evolution of tertiary education in Nigeria, process of 

funding tertiary education, the need for funding of tertiary education and the purpose of funding 

tertiary education. The paper equally discussed the statutory sources of funding tertiary education. 

Finally the paper focused on local source of income and Tertiary Education Trust Fund (TETFUND). 

 

The Evolution of Tertiary Education in Nigeria 
Historians of Nigerian education had agreed that the establishment of the  Yaba higher college 

in 1932 marked the beginning of higher education in Nigeria (Anderibom & Enoch, 2017). The 

college was to provide intermediate level manpower in Medicines, Agriculture, Engineering, 

Surveying and Teacher Education for secondary school. According to (Anderibom & Enoch, 2017). 

For a very long period, Yaba Higher College remained the only source of middle level manpower in 

the country. 

In 1943, the Elliot commission on higher education was established. The commission was to report 

on the organization and facilities of the existing centres of higher education inn British West Africa 

and to make recommendations regarding future university development  in  the  area  (NOUN,  

2006).  In  its  report  of  June  1945,  the  commission observed that; “the need for educated African 

in west Africa in general already far outrun the supply, present and potential” and recommended 

that there should be a University College in Nigeria. Consequently, the University College, Ibadan 

was established in 1948. It was however affiliated with the University of London. Students of 

Yaba Higher College became its foundation stock. (Anderibom & Enoch, 2017). 

Following the recommendations of a delegation of the inter-University council for Higher 

education in the British Colonies that Polytechnics be established as regional instead of territorial 

college, the government of Nigeria appointed a commission to conduct a survey to specify the scope 

and nature of Polytechnics in the country. The report submitted in April 1949 made a strong case for 

technical education to meet the requirements of industries and commerce and pay attention to 

teacher training. In response to the needs, three colleges were subsequently established, one in 

each of the three regions; the Nigeria college of arts, science and technology, Zaria (1952), Ibadan 

(1954) and Enugu (1955). These colleges were to provide technical education of non-university 

characters leading to the award of Diploma. 

In 1959, the major step towards expansion of access to higher education in Nigeria was taken through 

the establishment of the Ashby Commission. The commission was required to conduct an 

investigation into the Nigeria’s needs in the field of post-secondary certificate and recommend for 

the period of 20 years (1960-1980). The report of the commission recommend among others, that 

more Grade I teachers should be produced, number of technical institution should be increase and 

that autonomous universities should be established (Ashby, 1960). 

Following the adoption of the report, the following Universities were established: the University of  

Ibadan,  Ibadan  (1948),  the  University  of  Nigeria,  Nsukka  (1960),  the University of Northern 

Nigeria now Ahmadu Bello University, Zaria (1962), the Univeristy of Ife now Obafemi Awolowo 

University Ile-Ife (1962) and the University of Lagos, Lagos (1962). (Anderibom & Enoch, 2017). 

Thus, Ashby commission is seen as the commission that laid the foundation for higher (tertiary or 

universities) education in Nigeria. 

Since then, Nigeria continued to witness tremendous increase in the establishment of tertiary 

institution across the country.  As at 2008, there are a total of ninety-two (92), universities in Nigeria 

comprising of 31 state universities, 27 federal universities and 34 private universities (National 

University Commission, 2008).   In 2011 and 2012, the federal government established nine (9) 

and three (3) more federal universities respectively in the country. In all there are now three hundred 

and seventy-eight (378) tertiary institutions (universities, colleges of educations, polytechnics etc) in 

Nigeria accredited by Joint Admission and Matriculation Board. 
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Process of Funding Tertiary Education in Nigeria 

There are three statutory bodies in Nigeria that are responsible for the supervision and financial policy 

control of tertiary education in Nigeria. They are the National Universities Commission (NUC), the 

National Board for Technical Education (NBTE) and the National Commission for Colleges of 

Education (NCCE). The NUC is the supervisory agency for all universities in Nigeria; the NBTE is 

the supervisory agency for all polytechnics/technology institution in Nigeria, the NCCE is the 

supervisory agency for all colleges of education in Nigeria. These agencies are also responsible for 

channelling resources from the Federal Government to their respective supervisee federally-funded 

institutions. Thus, there exist statutory agencies/structures for determining, providing for and 

controlling the financial resource needs and or expenditure procedures of tertiary education in 

Nigeria. 

In general, there are certain approved standard operating procedures and practices involved in the 

funding/funding of a tertiary institution. Firstly, for a brand-new tertiary institution, there is the 

provision of an agreed upon special take-off grants (the so-called seed money) which are used for 

starting of the institution. Sadly enough, I understand that when a pre-existing tertiary institution is 

acquired by the Federal Government, it does not get such grants, special take-off grants are fixed 

annually and are given over a period of five years. In addition to special take-off grants, the Federal 

Government occasionally gives tertiary institution money and resources (vehicles, photocopying 

machines, etc.) targeted to certain purposes.  

The major and sustained source of funding of tertiary education is through their annual statutory funds 

allocation. The main essence of funds allocation is to ensure expenditure of resources at such a high 

level that would guarantee the maintenance of high standards and the orderly development of 

manpower/research/public service output. The thinking of some of us is that government needs to 

know how much it costs to train a medical doctor (costing of education) and base its funding on actual 

cost rather than the present funding pattern that is entirely based on what amount government wants to 

give to the tertiary education sector. The process of giving funds begins with the supervisory agency 

such as the NUC or NCCE, as the case may be, calling for data on staff and students and expenditure 

profile against established norms such as staff, student ratios by discipline, pyramidal structure in 

staffing; staff establishment quota, etc. The NUC studies the report and prepares an analytical brief by 

subheading, for each university. Thereafter, NUC prepares and submits to the Federal Government the 

recurrent estimate of what it wants from the government to efficiently and effectively run the 

university system for the next year. During the annual budget, government announces what it intends 

to give to the tertiary education system. Based on this information, NUC calculates and writes each 

university informing it of the amount it should expect during the forthcoming year. This amount as far 

as recurrent funds are concerned is based on actual student enrolment. Some have criticized this over-

dependency on student numbers approach to funding of tertiary institution and this informs the recent 

suggestions for the more equitable and cost-centre based use of Full Time Equivalent as a basis for 

funding allocation. NUC holds estimates hearing at Abuja with each university and underscores areas 

of high and low performances viz-a-viz the approved guidelines on each performance indicator. A lot 

of useful exchange of ideas, suggestions of new directions, information on 

NUC/Government/Universities in universities, etc.) which have indirect bearing on funding profile are 

mutually highlighted. Most provides NUC information on the needs and proposals of universities. 

Whenever the NUC gets a bulk funded on a quarterly basis and expectedly one quarter ahead of the 

time the next quarter's expenses are financial year spans from January to December of the same year. 

There are other grants such as library, of some approved formula, and following the retirement, to 

NUC, of earlier grant released. Experience of funds coupled with a funding profile that has no 

relevance to the Nigerian current economic/political realities. 

 

The Needs for Funding Tertiary Education in Nigeria 
The belief that education is an engine of growth rests on the quantity and quality of education in 

any country. In Nigeria, the demand for popular education is so high because education is not only 

an investment in human capital, but also a pre-requisite as well as a correlated for economic 

development (Anderibom & Enoch, 2017). This has made the demand for education to be 

higher than its supply. According to the National policy on Education (2014), education is 
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explicitly a government affair in which free education is to be provided by the government at all 

levels when and practicable. The government had been carrying out this responsibility. However, 

with increasing population and the growing demand for education in the country, the pool of funds 

to the sector has been greatly inadequate. Ezekwesili  (2006),  observes  that  underfunding of  

education,  more  so  at  higher education level has become recurring phenomenon the polity, as 

almost everybody seems to agree that funds allocation to the sector cannot meet the sectoral and 

sub-sectoral needs in view of monumental decadence in the education sector.  

Furthermore, t h e r e  is  a  growing  recognition  on  the  part  of  the masses  and government 

that education is a fundamental human right, the provision of which is the responsibility of  the  

government. This growing recognition and increasing demand for higher education by the 

citizenry beside the heavy cost of establishing and running the education, overstretches 

government fund made for the sector. These and  many  more  are  the  reasons  why  government 

seek for  external  fund intervention in funding of higher education in Nigeria. 

 

Purpose of Funding Tertiary Education 

There are three basic purposes which funding of tertiary education in Nigeria currently serves; 

institutions are kept open and are able to be in a position to discharge their statutory functions of 

creating, nurturing and sustaining national growth, development and empowerment, through teaching, 

research development, public service and so on. The nature and scope of achieving this first purpose is 

a function of the actual funds received by the institution as well as how judiciously it utilises the 

funds. The second purpose is that it legitimises government's reason for existing and being in power 

since it provides education as a social service to citizens. A third and perhaps more dispassionate and 

potent reason for funding tertiary education is to endure their existence to pursue their respective 

objectives. 

 

Statutory Sources of Funding Tertiary Education 

The proprietor of an institution, and in the Nigerian situation, this is the Federal and or State 

government, usually, funds tertiary education. It does this through its statutory annual grants and 

special grants. Grants come in the form of capital (building, equipment, etc) recurrent (goods and 

services, salaries and non-salary emoluments, retirement benefits, staff development and so on, and 

other grants. 

The government sources almost entirely its funds to tertiary institution from its revenue base. This had 

been the practice until relatively recently. Since 1992, tertiary education financial burden on 

government became so crushing that it has to seek other sources of statutorily funding tertiary 

education. In an attempt to address this heavy burden, the Federal Government established the 

Education Tax Fund through Decree No. 7 of 1993 as an additional revenue source for funding 

education. (50% of the Fund is for tertiary education) halve of which (25%) is for the university 

system and the other halve for the colleges of education and polytechnics. The fund to the university 

is designed to cater specifically for the following: 

a. work centres and prototype development(20%) 

b. staff development and conference attendance(25%)- 

c. development of library services (10%) 

d. research equipment procurement and maintenance (20%) 

e. high education book development (20%) 

The percentage figures in brackets represent the suggestions made to by Adegboke (1990) in 

Nwadiani (2012), the Federal Government on the actual breakdown of funding allocation to item a-e 

of the 25%of the Fund accruable to the university. In addition to the Education Tax Fund which is 

expected to come into steam later in the year or so, there is the Education stabilisation fund and 

Petroleum Trust Fund which an institution in Nigeria can submit fundable proposals for consideration. 

ESF is intended to provide a stop-gap Funding facilities to address certain obvious and compelling 

financial needs of universities as well as cushion off the present excruciating and harsh economic 

realities in Nigeria occasioned by inflation and cash flow problems; failure to be accredited in some 

programmes and the consequent financial need to get ready for re-accreditation visits; completion of 

the present eye-sores on campuses that go by the name - uncompleted physical development projects; 
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and so on. These are the major present and intended statutory sources of funding tertiary education in 

Nigeria 

 

A Focus on Local Source of Income and Tertiary Education Trust Funds 

Local Sources of Income: Local sources of income are incomes generated through the efforts of 

individual institutions. Generation of local income is usually done in an attempt to complement the 

new declining statutory financial allocations to tertiary education at a time enrolments and demands 

services are broadening the idea and practice of initiating and seeking internal income by tertiary 

education is not new but what is new is the new zeal and vigour with which tertiary education are 

pursuing and getting alternative and local income. This new vigour reflects institutional responses to 

addressing and or meeting such challenges that would ensure that they continue to exist. In pursuance 

of such challenges, a whole vista of alternative and local income sources have been explored. Sources 

which yield alternative and or locally-generated income are endowments, fund raising activities, 

sandwich and evening courses, consultancy services, special services such as the existence of 

pharmacy, service centres, locksmiths, bookshop, private staff school, bakery, poultry, battery 

charging services, hall rentals, landscaping services, computer services, equipment rental services, and 

so on. Two general comments can be made with regard to alternative and locally-generated income. 

The first comment is that they are unpredictably given that they are subject to many self-inflicted 

handicapping constraints. For instance, the bursary bottleneck that exemplifies the nearly decadent 

financial management system in Nigerian universities make withdrawal of needed funds a punitive 

and harrowing experience so frustrating that for a sane person, it becomes something not worth trying; 

it takes so long to get out money to buy feeds for poultry, never mind that the university could turn 

around and benefit from the huge profit Agric Department would make for the university from its 

poultry business. A second comment is that it is unfair and logistically preposterous to expect tertiary 

institutions to generate alternative and local income without first providing it the take-off grants to 

initiate, sustain and expand facilities that can be harnessed for purposes of income generation; each 

tertiary institution in Nigeria is expected to generate a certain percentage of its total expendable funds 

from local sources (for each university, it is 10%). The suggestion here is that each tertiary institution 

aggressively sells itself to the local and business community, in terms of publicising the services it can 

off to it. The chargeable fees for services should be posture. 

Tertiary Education Trust Fund: One o f   the  giant  steps  the  Nigerian  government  took  

towards addressing the funding challenges in the education sector was the introduction of Education 

Tax Fund (ETF) as an interventionist agency. What necessitated the promulgation of the Education 

Tax Act was the wide recognition of decline in educational standards and the deep rot in infrastructure 

and other facilities at all levels of the Nigerian educational system (Wapmuk & Amini, 2018). The 

ETF, however, was established by Education Tax Act No. 7 of 1993 and amended by Act No. 40 of 

(22nd Dec.) 1998. The Act imposes tax at the rate of 2 percent on the assessable profits of all 

incorporated bodies. The tax applies to all companies registered in Nigeria to be collected by the 

Federal Inland Revenue Service (FIRS) and shared between universities, polytechnics and Colleges 

of Education in the ratio of 2:1:1 (25 percent: 12.5 percent: 12.5 percent). The 1998 amendment 

changed the disbursement to 50 percent (Tertiary education); 30 percent (Primary education) and 20 

percent (Secondary education). According to Wapmuk and Amini (2018) even though the ETF made 

significant positive impact towards improving the educational sector in Nigeria through 

intervention projects and improvement of teaching and learning conditions, serious funding gaps 

remained a challenge in the Nigerian public tertiary institutions.  This was partly because Funds 

generated by ETF was shared among primary, secondary and tertiary education. Since the Funds 

were shared by the three levels of education in the country, the funds were not effective in solving 

the problems in the public tertiary institutions. 

It was against this background that the government established the Tertiary Education Trust Fund 

(TETFund) by an act of the National Assembly in June 2011. The Act replaced the Education Tax Act 

Cap. E4, Laws of the Federation of Nigeria, 2004 and Education Tax Fund Act No. 17, 2003. The 

TETFund is therefore charged with the responsibility of imposing, managing and disbursing the tax 

to Nigerian public tertiary institution at federal and state levels. The main source of income available 

to the Fund is the 2 percent education tax paid from the assessable profit of companies registered in 
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Nigeria. The levies are collected by the Federal Inland Revenue Service (FIRS). TETFund is also 

empowered by law to monitor the execution of projects by its beneficiaries so as to ensure 

compliance with laid down procedures/regulations on its funds utilization. The mandate of TETFund, 

which is provided in Section 7(1) (a) to (e) of the TETFund ACT, 2011 is “to administer and disburse 

the amount in the Fund to Federal and State tertiary educational institutions. As at February, 

2017, TETFund intervention in the tertiary education sector in Nigeria covers 74 government 

universities out of which 40 of them are run by the federal government and 34 are run by various 

state governments; 54 government polytechnics and 55 colleges of education (Lawal, in Wapmunk & 

Amini, 2018). The implication of the above is that with the growth in number of public tertiary 

institutions, there is corresponding increasing demand for funding from TETfund. Also, the resources 

are thinly shared among the institutions especially as more tertiary institutions continue to be 

established at states and federal levels. The specific objectives of TETFund include: 

1) to   provide   funding   for   the   educational   facilities   and infrastructural development; 

2) to promote creative and innovative approaches to educational learning and teaching and 

even services; 

3) to  stimulate,  support  and  enhance  improved  activities  in educational foundation areas 

like teachers’ education, teaching practices, library development etc. 

4) championing new literacy-enhancing programmes as scientific information and technology 

literacy 

5) to manage education tax in a way that is most beneficial to the Nigerian people 

These objectives guide the activities of the TETFund in making sure that public tertiary education in 

the country is well equipped, and, to raise the standard of education to meet international standard. 

The main source of income available to the fund is the 2 percent tax paid from the assessable profit 

companies registered in Nigeria. The levies are collected by the Federal Inland Revenue Services 

(FIRS). The fund is managed by a Board of Trustees established under Section 4 of the new Act. The 

ratio of disbursement is 2:1:1-Universities (2), Polytechnics (1) and Colleges of Education (1). In the 

distribution of the fund, 41 percent goes to the Universities, 30 percent to the Polytechnics while 29 

percent goes to Colleges of Education. According to Section 7 (1) of TETFund ACT, 2011, the Board 

of Trustees is responsible for administering and disbursing the amount in the Fund to Federal and 

State tertiary educational institutions. The funds disbursed to public tertiary institutions are to be 

used for provision or maintenance of: 

i. Essential physical infrastructure for teaching and learning; 

ii. Instructional material and equipment; 

iii. Research and publication; 

iv. Academic staff training and development; and 

v. Any other need which, in the opinion of the Board of Trustees, is critical and essential for 

the improvement of quality and maintenance of standards in the higher educational 

institutions. 

From this historical review, we can deduce that the Nigerian government has made efforts over the 

years to address the problem of underfunding experienced by public tertiary institutions by 

transforming from ETF to TETfund. Despite the efforts by the government, funding remains a critical 

challenge as expectations from TETfund continue to grow. The demand for more facilities, equipment, 

structures, training, and many others, tend to increase as more public tertiary institutions are 

established by both the state and federal governments. The justification for the establishment of more 

tertiary education is often anchored on the fact that demands for admission by students continue to 

grow a situation also necessitated by growth of Nigerian population. This is a major challenge that 

TETfund as an intervention agency has to confront in its quest to ensure the achievement of quality 

education in Nigeria in the 21st century. (Wapmunk & Amini, 2018) 

 

CONCLUSION  

An attempt has been made in this paper to examine the sources of funding tertiary education in 

Nigeria with focus on local source of income and tertiary education trust fund (TETFUND). The 

paper discussed the evolution of tertiary education in Nigeria, process of funding tertiary education 

and the need for funding tertiary education in Nigeria. It also touched on the statutory source of 
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funding tertiary education. Furthermore, the paper focused on local source of income and Tertiary 

Education Trust Fund as a way out of inadequate forming of tertiary education.  
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