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Abstract 
In 1994, the Petroleum (Special) Trust Fund (PTF) was created on 
grounds that increased petroleum products prices had the tendency to 
accentuate the inglorious dedicated account system, coupled with the 
corruption in the society. However, the agency was later scrapped 
because it was had no place in the constitution and operated as a 
parallel agency. The wide and impressive media publicity given to the 
activities and achievement of the Petroleum (Special) Trust Fund 
(PTF) provides initial impetus that gingers the interest to carry out a 
critical study on the programme. Results showed that PTF performed 
creditably well in the achievement of its objectives, when compared 
with the conventional ministerial organizations. On cost effectiveness, 
the ratio of other ministries cost of project to that of PFT was 3.1. 
However, there were distributional inequity and gross imbalance in the 
projects executed by Petroleum PTF in various geo-political zones in 
the country. 
 

Introduction 
Over the years, a fundamental element of distrust in public 
accountability has embedded itself in the psyche of Nigerians, like a 
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cankerworm.  Repeatedly disappointed by extravagant promises and 
unfulfilled expectations, the people became cynical about government 
and the public morality of its agents and agencies (PTF Operational 
Policies and Guidelines, 1995).  To address this cynicism, the moral 
tone of government agents and agencies had to be improved, rules 
regulating public conducts clearly spelt out, proper procedure laid 
down for everyone to follow and those in various leadership positions 
obliged to provide example of strict compliance with clearly laid down 
rules.  In order to achieve this, coupled with the failure of the 
conventional ministerial organizations in carrying out their statutory 
responsibilities, the Abacha regime was prompted to introduce the 
Petroleum (Special) Trust Fund (Decree No. 25 of 1994). 

The Fund’s mission statement is to establish and operate an 
open modest and effective organization for the purpose of achieving 
efficient, honest and timely execution of carefully designed socio-
economic projects.  These projects were to be carefully prioritized to 
enhance the general condition of living for all Nigerians in the shortest 
period of time possible. 

It appeared that the objectives and standards of the PTF were at 
variance with its activities and operational polices and guidelines.  
These have generated a lot of criticisms and controversies, as well as 
virulent attacks in discordant tunes from the various geo-political 
zones of the country.  While some were saying that PTF had lived up 
to its billing and should be allowed to live, others were laudably 
shouting and crying that PTF was corrupt, lopsided in execution of its 
projects, illegal and a negation of the principle of federalism, and 
therefore, should be scrapped (Ilozue, 1999). 

Against this backdrop, certain pertinent questions need to be 
asked.  What are the performances of PTF in Nigeria?  Did variations 
exist in projects executed by PTF in the various geo-political zones in 
Nigeria?  What was the constitutional basis of PTF in the present 
democratic government? What are the consequences of scrapping it?  It 
is against this background that the study focused on the collapse of 
PTF as an agent of innovative development programme in Nigeria. 
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The Structure and organisation of PTF 
Structurally, PTF was located in the Presidency.  The decree 
establishing it stated that it shall not be subject to the direction, control 
or supervision of any other authority or person in the performance of 
its functions, other than the Head of State, Commander-in-Chief of 
Armed Forces.  The Fund was not placed under the direction of any 
ministry.  The Head of State approved budgets or contracts in excess of 
N50 million Naira.  The Fund was supposed to operate in close liaison 
with various ministries and departments of government as well as the 
State Governments. 

The Fund has an executive chairman with a secretary.  The 
executive chairman reports directly and is responsible to the Head of 
State. 

The Fund operated a flexible structure, which was devoid of 
bureaucratization.  It maintained zonal offices, which catered for the 
interest of many States in that Zone.  In the utilization of the proceeds 
from the increase in pump prices, the PTF shared these procedures 
with other bodies in the following disbursement formular: 

 
a) Federation account    34.79% 
b) PTF     32.98% 
c) NNPC      23.20% 
d) Armed forces and Police PTF   8.40% 
e) FCT      0.63% 

 
The utilization of this Fund was spread across projects touching on 
economic sectors (Ayagi, 1999).  The utilization of this Fund also 
covered all the six (6) geo-political zones of the country.  The Board of 
Trustees approved an organizational structure for the Fund, which 
provides for three directorates – administration, finance and 
programmes, which, along with consultants and auditors, make up the 
trim bureaucracy of the Fund.  It also divided the country into zones as 
follows: 
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Zone I: Ekiti, Lagos, Ogun, Ondo, Osun, Oyo with Lagos as 

headquarters. 
Zone II: Abia, Anambra, Ebonyi, Enugu, Imo with Enugu as 

Headquarters 
Zone III: Jigawa, Kaduna, Kano, Katsina, Kebbi, Sokoto, 

Zamfara with Kaduna as headquarters 
Zone IV: Adamawa, Bauchi, Borno, Gombe, Maiduguri, Taraba, 

Yobe.  Maiduguri as headquarters. 
Zone V: Benue, FCT, Kogi, Kwara, Nassarawa, Niger, Plateau 

with Jos as headquarters. 
Zone VI: Akwa Ibom, Beyelsa, Cross Rivers, Delta, Edo and 

River with Benin as headquarters. 
 
A Zonal Implementation Committee made up of all the State Co-
ordinators in the Zone under the chairmanship of Trustee of the Board, 
was responsible for the implementation of projects in the Zone.  The 
committee would screen, categorize and prioritize projects from States 
in the Zone; prepare feasibility studies for selected projects and 
supervise the project consultants involved. 

At state level, there would be a State Projects Implementation 
Unit under a Co-ordinator.  Its members must come from that State and 
include a representative of the State Government and three others 
drawn  from each of the three senatorial districts of the state. 

The Unit was responsible for recording, collecting and 
presenting projects to the Zonal Offices.  It also executed the projects 
approved through projects consultants from preparation, appraisal, and 
implementation to commissioning and evaluation. 
 
Fund allocation policies 
Because of the deplorable conditions of infrastructure nationwide and 
the near breakdown of social services, there was competition and 
conflict in the demand for funds submitted by ministries, parastatals 
and Local Government Councils. 
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In order to provide a rational basis for the allocation of funds, 
given the inadequacy of available statistical data, the Fund adopted an 
allocation formula that provides for such factors, as the need for 
equity, priority-ranking among projects and sectors, multiplier effects 
and the capital intensity of projects.  Broadly, available funds were to 
be allocated for three types of projects, using the understated formula: 
 
Federal project   48.50% 
State project (including LGS’s) 50.00% 
FCT project    1.50% 
 
In addition, State projects funds are to be allocated to the 36 states 
using an abridged formula that emphasizes need, in place of social 
development and internal revenue generation index. 

Allocation to the sectors are based on the following criteria: 
 

i. Priority 
ii.  Capital intensity, how intensive the sector is? 
iii.  Multiplier effects of sector, how it will affect and encourage 

other sectors. 
iv. Equality of sectors, meaning that treatment of sectors will be as 

near equal as possible. 
 
The collapse of PTF 
The performance of PTF can be viewed from different angles and can 
also be seen on the basis of zonal or national data. From the national 
angle, PTF has been said to achieve the following: 
 

1. A total of 662 consulting firms were engaged by the Fund for 
its activities and programmes, thereby generating multiplier 
effects on the economy (employment and enhancement of 
economic welfare of the people). 

2. A total of 4,169 contracting and manufacturing firms and 
suppliers were engaged by the Fund for its programmes. 
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3. A total of 15,145 professionals were gainfully employed as a 
result of the fund’s false activities and programs. 

4. A total of 405,734 other Nigerians (non-professionals) were 
gainfully employed as a result of the Fund’s activities and 
programes. 

 
It has also been argued that PTF projects were cost effective, 
quantifiable and identifiable.  As has been noted, the ratio of other 
ministries cost of project to that of PTF is 3:1.  This showed that on 
every project executed by PTF, it saved 200 percent of what the 
ministries would have spent on a project.  The employment of 
consultants, cost assessment firms and their professional to quotation 
of the actual contract values and high value of tax payers money spent 
on capital projects (Nwankpa & Musa, 1999). 

It  has also been argued that the projects were more solid and 
lasting due to the use of consultants and professionals.  In fact, the PTF 
style of strict project monitoring and accountability should be emulated 
by other organizations. 

Again, it has been argued that PTF was simply an innovation in 
the style of governance and should be seen as a unique organization 
which can be instrumental in accelerating the economic and social 
development of Nigeria. 

However, in spite of its apparent impressive performance, it has 
been argued that there were distributional inequity and gross imbalance 
in the projects executed by PTF in the various geo-political zones in 
the country.  The report alleges bias in PTF contracts which were in 
three parts – PTF Situation Report on PTF programmes, Vol. III of 
December 1998, and PTF Sector Overview, March 1999, as compiled 
by the Zonal Consultative Committee.  The reports showed that the 
most marginalized zone is Zone II comprising Abia, Anambra, Ebonyi, 
Enugu and Imo state.  This is followed by Zone I which comprises 
Ekiti, Lagos, Ogun, Ondo, Osun and Oyo states.  Also Zone VI which 
is made up of Akwa Ibom, Bayelsa, Cross River, Delta, Edo and 
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Rivers states that produced the resources which Petroleum Trust Fund 
used was also neglected. 

In contrast to the three zones named above, Zone III, 
comprising Jigawa, Kaduna, Kano, Katsina, Kebbi, Sokoto and 
Zamfara got projects which far out-numbered those in the three Zones 
II, I and VI put together.  Following on the heals of Zone III are Zone 
V, made up of Benue, Kogi, Kwara, Nassarawa, Niger, Plateau and 
Federal Capital Territory (FCT)  and Zone IV, which covers 
Adamawa, Bauchi, Borno, Gombe, Taraba and Jos. 

The data which detailed kilometer of roads rehabilitated, 
showed that Petroleum Trust Fund executed 5,020 kilometer of road, 
making 27.42 percent projects in the country in zone three.  Zone V 
got 4,661.03 kilometer or 24.86 percent while Zone IV got 4,299.44 
kilometers or 23.48 percent juxtaposing these with the 977.9 
kilometers of roads or 5.34 percent of total road project in Zone I and 
1,478.03 kilometers or 8.07 percent of total road projects. 

Under the National Health and Education Rehabilitation 
Programme (NHERP) zone two had 39 contracts, Zone I had 51, Zone 
V had 139 and Zone VI 188.  However, under the same scheme, Zone 
III had 336 contracts or 34.82 percent of the overall contracts while 
Zone IV had 212 contracts or 21.97 percent of the overall contracts, 
which totaled 965.   

In the national education materials procurement programme 
(NEMPP), Zone III got a total of N2.155 billion, compared with Zone 
I, which gulped N1.2 billion; Zone II, N743.9 million; Zone IV N772.3 
million; Zone V, N999.5 million and Zone VI, N968.6 million.  A total 
of N7.036 was allocated to this sector of which Zone III got N2.155 or 
30.64 percent of the sum. 

The above glaring inequity and marginalization was 
corroborated by Ikoku (1999) the then chairman of the board and 
coordinator of Southeat Zone in his defense for failure to provide 
quality representation on the board of PTF for the zone.  According to 
him, the then chairman of the board and one time former Head of 
State, without  recourse to the board, carried out selection of projects, 



Sustainable Human Development Review, Vol. 3, Nos. 3&4, Dec. 2011  

 

78 
 

consultants and award of contracts, saying that imbalance were 
placated with promise of redress which were never redeemed. 

Regrettably as things turned out to be, he disappointed 
everybody.  Instead of dispensing the resources of the Petroleum Trust 
Fund fairly equitably among the six zones, some zones benefited 
disproportionately from the scheme.  This no doubts, runs contrary to 
the spirit of federal arrangement we operate.  It is a sad commentary 
that the former Head of State could pursue eschewed agenda in the 
management of projects that drew their resources from the oil wells of 
some of the areas so treated or maltreated. 

As Alebiosu (1999) noted, in the three years that PTF existed, it 
never remitted funds meant for the execution of projects to any 
government agency.  It made use of consultants and contractors who 
were paid directly to execute projects for beneficiaries.  The whole 
thing was prone to abuse.  It was like the chairman contracted the 
entire PTF programmes to Afri-projects.  This was an admission of 
incompetence on the part of the chairman and his team.  He will not 
blame Salihijo Ahmed and his officers at Afri-projects for whatever 
shortcomings of PTF. 

The power granted Afri-projects by the PTF were too absolute, 
and it was at liberty to use it as it deemed fit, he said.  Again, the PTF 
sees nothing wrong with this.  The source said that the PTF was 
structured to make use of consultants.  If the Afri-project was not 
relied upon, the Fund would still have hired the same number of people 
as staff, he said.  

At the commencement of the road rehabilitation programme in 
1996, the price of bitumen was quoted as N4,600 per metric tonnes.  
The following years, N12,000 was quoted per metric tonne for the 
product, up by 62 percent.  But it never ended there.  In 1998, the price 
was again given as N24,000 per metric tonne, up by 50 percent against 
the previous years figure.  Compared to 1996 figure of N4,6000 per 
metric tonne, the 1998 price was 80 percent much higher. Without 
much ado, the PTF gave approval to such wild price gyrations and 
religiously paid for the contracts. 
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The PTF blamed the breakdown of the Kaduna Refinery, the 
local producers of bitumen, for the galloping price movement. As a 
result of this, suppliers were forced to import the products.  And the 
Fund believes that the price if paid, was what was obtained at the 
international market then.  The question now is: if the price off 
bitumen increases at this geometric rate, how come the likes of Julius 
Berger are still in profitable business in this country?  While awaiting 
an answer to that question, tongues are equally wagging at some of the 
road projects executed by the PTF. 

The N403.7 million Aba-Ikot Ekpene-Odupkani road project is 
one such projects.  Some of the engineers who spoke on the condition 
of anonymity, maintain that the project cost would not have been more 
than N100 million.  Even so, with a good proportion of money already 
paid, not much was done on the road.  It was noted that apart from 
Ogbor hill, Aba which was resurfaced and some sections at Ikot-
Ekpene that were fixed, much of the road was still bad.  And this is 
true of most jobs the Petroleum Trust Fund was executing.  Either half 
way done or out rightly abandoned with much of the money already 
paid.  However, the fate of the ongoing project as at that period, was 
not really the concern of the Petroleum Trust Fund, but on how to 
survive the Obasanjo threat, a battle it eventually lost. 

First, following hints that the Obasanjo administration would 
be scraping it, some projects were said to have been commenced 
immediately in the southern states.  The aim was that, with such on 
going project in the South, Obasanjo might be persuaded to drop the 
idea of scrapping the body.  Examples of such ongoing projects are 
shown in table I below. 
 
Table 4.1: PTF Project execution in the South Zone 
Value of 
completed 
projects 

Value of ongoing 
projects 

Value of yet to 
commence 
project  

Grand total 

Akwa Ibom 
247, 

1,933,513,572.57 863,004,374.48 3,038,065,062.55 
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547,115.50 
Bayelsa 
37,205,500.00 

2,087,196,104.47 220,865,848.00 2,345,267,452.47 

Cross River 
183,378,744.61 

5,793,464,974.42 415,406,680.50 6,392,250,399.53 

Delta 
204,196,826.37 

9,007,201,714.12 1,340,754,671.42 10,552,153,211.91 

Edo 
187,199,954.98 

10,554,687,226.46 5,884,311,620.32 16,625,999,801.76 

Rivers 
17,413,500.00 

6,352,923,685.15 2,905,668,768.51 9,276,005,953.66 

Source: PTF Update, March 1999. 
 
The Fund went beyond this: it embarked on media campaigns to drum 
up public sympathy for the organization to be left for the Obasanjo 
administration to inherit.  But when it became obvious that Obsanjo 
was sure to do away with it, the chairman before quitting the job in 
May 1999, was alleged to have carefully signed out mainly contracts 
from a particular region for payment. This was done to avoid a 
situation where such contractors would not only have their job revoked 
but actually denied payments by the incoming administration. 

However, a careful analysis of the overall cost of project might 
be necessary to be able to get the root of the huge deficit.  As at April 
1999, the Fund was said to have committed a total of N221.3 billion in 
the execution of its programmes.  This includes counterpart funding 
totaling N6.915 billion (PTF Update 1999).  This is no doubt a huge 
commitment.  But there appears to be some evidence of project costs 
duplication in the overall figures. 

For instance, the overall PTF budget cost for project in Edo 
state is about N16.626 billion.  Within this cost is N4.8 billion for the 
dualization of the Warri-Benin road which was said to be ongoing even 
when the project has long been abandoned.  Even available records at 
the PTF headquarters states that the Fund could not do anything on the 
road as a result of lingering legal dispute between the Federal Ministry 
of Works and Daewo international, the initial contractors billed to 
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handle the road.  But that is not the story.  The issue here is that the 
same amount was also credited to Delta state which brings PTF total 
commitment in the state to N10.55 billion. 

Now, the question unresolved here is the total cost of the road.  
Is it 9.6 billion and was shared among the two states or what exactly is 
the amount?  Again, within the total figure for Edo is the N.418 billion 
for the Lokoja-Okene-Benin road which was also said to be ongoing.  
Interestingly too, this same amount was credited to Ondo and Kogi 
which somehow looks like a duplication of costs.  And this runs in 
several states making the total commitment cost to be over-bloated. 

Table 4.2 speaks for itself on cost duplications in PTF. 
 
 
 
 
 
 
 
 
 
 
 

Table 2: National high way and urban road rehabilitation 
programme (possible duplication cost) 

S.N. Roads  States Cost credited to states 
1. Aba-Odukani Aba 

Cross River 
Akwa Ibom 

403,774,469.00 
-do- 
-do- 

2. Port-Harcourt- Ahoada-Warri  Rivers 
Bayelsa 
Delta 

1,761,834,006.07 
-do- 
-do- 

3. Nkomfab-Abakaliki-Enugu Cross River 
Enugu 
Ebonyi 

2,048,233,053.17 
-do- 
-do- 

4. Benin-Warri Dualization Delta 4,800,000,000.00 
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Edo -do- 
5. Lokoja-Okene-Benin Edo 

Ondo 
Kogi 

1,417,759,900.00 
-do- 
-do- 

6. Portharcourt-Aba-Enugu Rivers 
Abia 
Imo 
Enugu 

2,574,009,353.09 
-do- 
-do- 
-do- 

7. Arochukwu-Nkana-Ikpe-Ikot Nkom Abia 
Imo 
Akwa Ibom 
Cross River 

1,300,000,000.00 
-do- 
-do- 
-do- 

8. Onitsha-Enugu Anambra 
Enugu 

1,200,000,000.00 
-do- 

9. Owo-Akungba-Ishua Okene Ondo 
Kogi 

205,120,323.93 
-do- 

10. Kaba-Omu-Ikare Akungba Ondo 
Ekiti 
Kogi 

259,076,865.00 
-do- 
-do- 

11. Agbado-Ode-Omuo Ondo 
Ekiti 

399,838,271.18 
-do- 

Source: PTF Update, April 1999 
 
Some of these incidents are said to be part of the lapses of the 
chairman and his team.  In fact, some commentators noted that as at 
the time Petroleum Trust Fund was scrapped, it had completely lost its 
bearing.  The chairman, who at the initial stage, for instance sounded 
tough, declaring that the day government interferes with the operations 
of the fund, he would bow out, was unable to stick to his words.  He 
was alive and well when Abacha first directed that 17 percent of the 
Fund’s resources be set aside for the armed forces and the police.  He 
willingly cooperated.  Satisfied, perhaps, that he had succeeded in 
making the chairman to eat his words. Abacha further directed that 
allocation be increased to 20 percent.  This also was complied with 
promptly. He further directed the chairman to pick the bill for the 
construction of the Kaduna trade fair complex for the hosting of the 
OAU/AEC trade fair in 1996.  This, one will agree run contrary to its 
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earlier mandate which was made possible by the compelling hand of 
the executive. 

It was not only Abacha that took the advantage of the weak 
Petroleum Trust Fund leadership. Contractors also did.  Many of them, 
after collecting their mobilization fees simply did what they liked with 
the project and in most cases throwing overboard the need for standard 
specifications.  This resulted in the supply of fake and substandard 
drugs by contractors; and with none known to be sanctioned for such 
glaring irregularities.  It became the rule rather than the exception. 

First, it was at the National Eye Centre (NEC) Kaduna.  Pamela 
(1999), the acting director of the centre then noticed that most of the 
drugs supplied were irrelevant to the treatment of eye ailments. But no 
one was known to be punished for this. 70 percent of the drugs 
supplied to the health centre were all expired drugs. Apart from that, 
quite a good number of them were not relevant to the health need of 
the state.  This led to the Ondo State Ministry of Heath to request for 
the removal of such unwanted drugs. 

There initial complaints by the tertiary institutions that offered 
specialized services.  But such complaints were not directed at quality 
but on need by the institutions.  But with the establishment of the drug 
exchange programme, source said, the drug need of the various 
institutions were better articulated and met.  This problem, she further 
said was finally resolved when it was initiated that the various health 
ministries should be appointed consultants and payments made to them 
fully. 

Also, the origin of PTF has been criticized.  It has been argued 
that PTF was a negation of normal democratic governance.  That it was 
a paralleled government or government within a government.  That it 
negates principle of federalism because it originated from the 
command (centrist philosophy of military rule) that is unconstitutional 
for few individual to control huge amount of money that accrue to 
Petroleum Trust Fund.  Nwokoma (1999) has argued that the issue of 
economic gain should not come in when a question of illegality arises.  
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He argued further that there is no point in looking at economic wisdom 
in illegality. 

Again, it has been argued that PTF was placed on the exclusive 
list and that made it possible for an omnibus body like Petroleum Trust 
Fund could be used to immaculate state government who were now 
under the mercy of Petroleum Trust Fund in the sharing of federal 
revenue that they would have gotten as a tier of government.  As 
Nwabueze (1999) argued, PTF was a product of unitary system 
operated by the military government which is incompatible with the 
division of power between federal and state government under true 
federalism. 

The strongest argument that have so far been made which led to 
the scrapping of PTF was the one that questions its constitutional basis 
in the new democratic government.  Since according to the 
constitution, all money is expected to go into the federation account, it 
follows that the diversion of some money from sale of petroleum 
product to any agency, Petroleum Trust Fund inclusive, without the 
approval of the national assembly is illegal. 

PTF was not provided for in the 1999 constitution which makes 
it difficult for it to exist and to be financial through its former process.  
Consequent upon this, a total of 662 consulting firms, 4169 contracting 
and manufacturing firms and suppliers, 15145 professionals and 
405,734 other Nigerians (non-professional), that were gainfully 
employed as a result of the funds activities and programmes lost their 
job and joined back the labour market.  The on-going projects in the 
various geo-political zones that was stopped as a result of scrapping of 
Petroleum Trust Fund has been abandoned and have remained 
uncompleted till date. 

The biggest dilemma that arose from the scraping of PTF is the 
settling of PTF debt.  According to PTF Special Report (1999), the 
Fund owed =N=156.74 billion and this money is to be deducted from 
the federation account.  It means that all states and federal government 
are to pay this debt.  At the last council of state meeting held on this 
particular issue, the South-East and South-South states protested that it 
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was not right to deduct this money from all states, irrespective whether 
they benefited or not.  They gave a condition that they can only pay 
this debt unless they are brought at par with the other zones that have 
benefited very well from PTF.  Then, they would be able to share in 
the liabilities of Petroleum Trust Fund. To them what is very painful is 
the lopsidedness in the execution of its projects. 
 

Conclusion 
The wide and impressive media publicity given to the activities and 
achievements of PTF provided the initial impetus that gingered our 
interest to carry out a critical study on the programme.  The Fund 
which performed creditably well in the achievement of its objectives 
when compare with the conventional ministerial organizations, met its 
waterloo in 1999 as a result of ineffective application of the Fund’s 
operational policies and guideline ethnicity among other variables in 
the implementations of its projects. 

Implementation of public programmes, therefore requires the 
eroding of ethnic sentiments and dedicated commitment on the part of 
public agents as an effective means of sustaining the innovative spirit 
necessary for keeping alive the programme’s sense of mission. 

It is our hope that other programmes will emulate from the 
short comings of PTF as a measure to prevent similar occurrence in the 
future. 
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