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Abstract 
Budget in Nigeria has continued to spring up a lot of controversies 

concerning the modality for its preparation and administration as a result 

of the continuous change in government and the consequential change in 

policy and ideology. Nigeria's yearly budget has continued to climb as a 

consequence of high earnings from crude oil disposal and production, while 

public amenities such as decent roads, power, health, education, and 

communication are in high demand. Consequently, there is a pressing need 

to ensure appropriate level of economic development in the country as a 

whole. It's worth noting that government spending has been rising for the 

past three decades. The secondary source of data collection was used where 

the exploratory research design was adopted. Budgeting has been marred 

with different problems which include; corruption and mismanagement, 

skilled manpower, lack of civil society participation, finance among others. 

Government in an attempt to achieve macro-economic goals and objectives 

of price stability, economic growth, stable and full employment, 

infrastructural development as well as balance of payments equilibrium, 

initiates several types of budget such as balanced, surplus, deficit, 

development as well as supplementary budget. The study recommends that 

government should ensure the strict adherence to due process in the 

implementation of its annual budget. In addition, the government should 
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ensure adequate capital and recurrent expenditure implementation in the 

country, particularly in areas of economic and socio-community services 

 
 

 

Introduction 
The birth of the Keynesian Economics 

School of thought that emerged 

immediately at the end of the Great 

Economic Depression of the 1930s 

shifted the attention of several 

countries to the relevance of 

government involvement in 

stabilizing and regulating aggregates 

of the general economy. Two main 

categories of economic policies have 

been widely employed over a vast 

period of time. The intention is to 

stabilize an economy and achieve 

some essential macroeconomic goals 

and objectives in specific terms; these 

are fiscal and monetary policies. 

Although the two policies differ in 

terms of their structure and the 

application of their fundamental 

instruments, they are both essentially 

targeted at achieving similar goals and 

objectives of maintaining economic 

stability in most countries (Beetsma & 

Jensen 2005).  

Nwala and Ogboji (2020) report that 

budget in Nigeria has continued to 

spring up a lot of controversies 

concerning the modality for its 

preparation and administration as a 

result of the continuous change in 

government and the consequential 

change in policy and ideology. Those 

authors assert that there was the 

controversy in 2013 over the oil 

benchmark. There was some delay in 

the passage of the 2013 budget by the 

National Assembly as a result of the 

dispute over the price that had to be 

used for budgeting purposes. Budget 

is considered as a framework or 

system for estimating revenue and 

expenditures for a certain time period, 

usually one fiscal year. It is a 

document that lays out the planned 

policies and programs aimed at 

achieving the government's 

developmental goals. The success of 

any budget is determined by how well 

it is implemented. A budget is 

designed and expected to stimulate 

growth in the production sector and 

check inflationary pressure. In 

addition, it should be capable of 

correcting any balance of payment 

deficit and maintaining a reasonable 

foreign exchange reserve. However, 

when there are delays and imbalances 

in budgeting a nation’s journey to 

economic prosperity is slackened 

(Nwala & Ogboji, 2020). Since 1999, 
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Nigeria has witnessed low level of budget implementation. This has constrained 

the government’s ability to effectively execute projects which would improve 

the living conditions of the citizenry (Ibrahim, 2011). According to Ogujiuba 

and Ehigiamusoe (2013), the cause of most problems in Nigeria is imbalance in 

budget formulation as well as implementation. Ogujiuba and Ehigiamusoe 

(2013) posit that budget is expected to be the most important economic policy 

instrument, even though it is shrouded with a lot of myths and illusions. 

However, for the fact that budgets are often shrouded with a lot of myths and 

illusions, they might not contribute to the economic growth and development of 

the country.   

In Nigeria, budgeting process entails budget preparation by the executive, 

legislative approval and budget implementation by the government ministries, 

departments, agencies and parastatals. During the budget implementation 

phase, there are usually many possibilities for interventions and manipulations. 

The reason for this is that the relevant senior officials of government have a 

great amount of discretionary power to decide which spending ministry or 

agency would be granted spending authorization (Egbetunde & Fasanya, 2013).  

The implementation of the budget involves two major operations, namely 

commitments and payments. Concerning the commitment of expenditure, a 

decision has to be taken to use a particular amount of money from a specific 

budgetary line so as to finance a specific activity. The manner in which budget 

is implemented determines the budget results with regard to equitable resource 

allocation, performance assessment and quality control.  

Arising from the frequent change in government as well as progressive change 

in policy and government philosophy, budgeting has created numerous 

difficulties concerning the modality of preparation and administration in 

Nigeria. It has continued to be difficult, both in terms of preparation and 

execution – a situation that has necessitated continual oversight to guarantee 

better resource use. Budget implementation in Nigeria has been a major 

problem for both the commercial and governmental sectors of the economy. 

Ekpo (2012) argues that poor attitude of administrators toward budget planning 

and execution, misplaced priorities, budget indiscipline, and insufficiency of 

money have all constituted obstacles to successful budget implementation.  

Before incurring an obligation to make expenditures in Nigeria, ministries and 

agencies are required to obtain spending authorization from the Ministry of 

Finance with suitable warrants. This warrant is an instrument that authorizes the 
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vote controlling officers to spend money in line with the approved budget 

estimate. According to Oke (2013), if the Appropriation Act does not go into 

effect at the start of the year, a provisional general warrant may be issued to 

allow the government to continue operations at a level that does not exceed that 

of the previous year's budget items. The length of period of spending 

authorization is determined in the cash flow estimate for the period when 

payments are made. Because officials have a significant degree of discretionary 

authority over which expenditure ministry or agency will be awarded spending 

permission, there are numerous opportunities for manipulation, falsification, 

and interference throughout the budget implementation phase. 

Nigeria's yearly budget has continued to climb as a consequence of high 

earnings from crude oil disposal and production, while public amenities such as 

decent roads, power, health, education, and communication are in high demand. 

Consequently, there is a pressing need to ensure appropriate level of economic 

development in the country as a whole. It's worth noting that government 

spending has been rising for the past three decades (Nwanne, 2015). 

It's unfortunate that increased government spending had not resulted in 

substantial economic development. According World Bank reports, Nigeria is 

one of the world's poorest countries. Many Nigerians continue to live in abysmal 

poverty, with more than half of the country's population living on less than $2 

per day. In addition there is a colossal deterioration in infrastructure (roads and 

electricity supply); many sectors in Nigeria have collapsed, resulting in a high 

degree of unemployment. Furthermore, macroeconomic indices such as the 

balance of payments, import obligations, currency rate, inflation, and national 

savings reveal that Nigeria has been struggling in recent years. 

 

METHODOLOGY 

In terms of the research design, this work is an exploratory research which focus 

on the use of secondary data. The basic data collection instrument used were 

secondary source of documented evidence. These include official sources from 

the Nigerian government alongside relevant publications such as periodicals, 

books, working papers and budget papers.  

 

BUDGETING 

The concept of budgeting originated from the United Kingdom's central 

government. Following the revolution of 1688, the UK parliament granted the 
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Crown the authority to authorize expenditure and taxation aside from items on 

the sovereign's civil list, which was subsequently decreased until it only covered 

the royal family's personal expenses (Bendlebury, 2005). The power and 

responsibility of the parliament was extended to setting the overall amount of 

government spending and prescribing or appropriating the amount to be spent 

for legislative purposes.  

Budget has been defined as a plan made for estimating revenue and 

expenditures for a set period of time, generally a year. It is a document that 

specifies the policies and programs aimed at achieving a government's 

development goals. Budget is a projected complete financial plan that lays out 

the expected method for attaining financial and operational goals of any given 

organization. It is considered as the plan of feasible or dominant individuals in 

an organization, expressed in financial terms and subject to problems imposed 

by other participants and the environment. In an organization, a budget spells 

out how the available resources can be used to achieve whatever its producers 

agreed to be the priorities  

A government budget is essentially a financial summary of the government's 

projected spending and anticipated revenue for a specific time period, generally 

a year. It is one of the most significant tools in a government's economic policy 

arsenal. Budgeting and its process in Nigeria continue to be difficult in both the 

planning and implementation stages, necessitating the requirement for 

sufficient management targeted at increasing effective resource use throughout 

the budget implementation stage. To achieve these goals, new audit waves such 

as value for money audits, due process audits, cost audits, and so on, need to be 

implemented. Budget plans are detailed, approved, and systematic plans of 

operation represented in monetary terms for a certain period, generally one 

fiscal year. Every year, annual budget planning is carried out (Nwaorgu, 2015).  

The budget of any government is used to allocate resources to strategic goals 

and prevent resource misallocation. It is also utilized for maintaining 

macroeconomic and management stability. As a key tool for resource 

mobilization and allocation, budgets make it easier for the government to 

achieve its vision and goals in a given fiscal year. Furthermore, public budgets 

establish the resource allocation to finance both capital and recurring 

expenditures over a specific time period. The budget process is a series of 

interrelated activities that guarantee that a budget plan is delivered. Managers 

may develop a habit of repeating a similar budget allocation and changing the 
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amounts slightly to account for inflation as time passes. Budgets for projected 

income and expenditures have been prepared by the government for many 

years. The government's projected revenues are expected from oil and non-oil 

sources as well as grants and external assistance, among others. Capital 

expenditures and recurrent expenditures (personnel expenses, administration, 

maintenance costs, etc) are among the anticipated expenditures items found in 

government’s annual budgets. In the public sector, budgeting is a document or 

set of documents that describes the government's financial situation. In the sense 

that it pertains to projected future revenue and spending, a budget is prospective. 

A government budget plan can only be implemented properly if the anticipated 

finances are available, prudently allocated, and accounted for (Okoro, 2013). 

When government receipts and expenditure profile are equal, without 

experiencing surplus or deficit, the budget is said to be a balanced budget. 

Balanced budget is usually the best as the government is neither exposed to the 

dangers of corruption in view of surplus income as against expenditure nor the 

troubles of seeking for ways to address the challenges of deficit budget. 

However, it is difficult to attain. In fact it requires a high financial prudence and 

acumen to accomplish 

 

PUBLIC EXPENDITURE 

Public expenditures have two main categories, namely capital expenditure and 

recurrent expenditure. According to Central Bank of Nigeria (CBN) (2011), 

government (public) capital expenditure is the money spent on goods by the 

government which are classified as investment goods. This means public 

spending on things that last for a period of time. This may include investment 

in hospitals, schools, power sector, telecommunication and road construction 

(Welsch, 2011).  

Government recurrent expenditure refers to all payments made by government 

other than for capital assets. These include the payments for goods and services 

(wages and salaries, employer contributions), interest payments, subsidies and 

transfers, etc.  

Government expenditure items, whether recurrent or capital, are usually 

classified into four major groups, namely: administration, economic services, 

social and community services and transfers. Capital expenditures also include 

capital components of statutory transfers, alongside government owned 

enterprises capital and project - tied loans. 
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CLASSIFICATION OF BUDGET 

Budget could be classified on the basis of the relationship between expected 

revenue and anticipated expenditure. Thus, we have budget classified as: 

a.  Surplus budget 

b.  Deficit budget 

c.  Balanced budget 

 

Surplus Budget 

When the government generates more revenue than expected to execute the 

content of the budget, the budget is said to be surplus, as expected income 

outwits the expenditure outlay (Olaoye, Olatunji & Joshua, 2017). 

 

Deficit Budget 

When a government constantly operates a budget in which it engages in 

spending more than it is able to generate receipts from taxes and other sources, 

it is said to engage in deficit budget. A problem arises as to how the deficits are 

to be financed by the government. However, there are ways and means in which 

the budget deficit may be financed. 

These includes but not limited to: 

a.  Raising loans from members of the public 

b.  Raising the level of tax 

c.  Borrowing from banks 

d.  Printing of more currency notes 

 

Balanced Budget 

When government receipts and expenditure profile are equal, without 

experiencing surplus or deficit, the budget is said to be a balanced budget. 

Balanced budget is usually the best as the government is neither exposed to the 

dangers of corruption in view of surplus income as against expenditure nor the 

troubles of seeking for ways to address the challenges of deficit budget. 

However, it is difficult to attain. In fact it requires a high financial prudence and 

acumen to accomplish (Olurankise, 2012). 

 

PRINCIPLES OF BUDGETING 

There are certain fundamental principles that accompany the budgeting process. 

This is because of its importance in the overall development of a country. These 
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principles aimed at making the entire process transparent and participatory. 

They include: 

i.  Comprehensiveness: Budget should be able to contain all financial 

estimates that government intends to work with. There is need to ensure 

that no other funds or extra budgetary expenditure is entertained. 

ii.  Clarity: The documents called budget should be very clear for the people 

to understand and be able to make input. 

iii.  Regularity: Regularity should be maintained in the budget process. It 

means to present budget at a time suitable to tally with the beginning of 

every fiscal year and also to last for a specified period. 

iv.  Publicity: Budget should be given an open publicity. The reason is that 

it affects the lives of the people and how their wealth is distributed and 

expend. 

v.  Exclusiveness: Budgeting should be seen as an exclusive financial 

process and nothing else. 

vi.  Accuracy: There is need to ensure that the revenue and expenditure in a 

budget is correctly estimated. In essence, the estimates should be close 

enough to reality.  

vii.  Adequacy: Budget estimates should represent the needs of the 

government and the citizens. Budget also should be able to identify 

altogether the aspirations and problems of the government and the 

economy.  

 

Budget also is an important tool in governance and most relevant to the 

economic policy. It is the second most important document after the constitution 

in any nation. It signifies that the budget is an expression of the constitution and 

statutes of a government which endow the executive and legislature with 

designated financial and managerial responsibilities (Jadranka & Marina, 

2013). 

 

BUDGETING PROCESS 

Budget undergoes some processes before it becomes both a law and an 

economic tool. Budgetary process involves all centres, programmes and 

administrative units of an entity in the development of periodic budget. It refers 

to the totality of the processes a budget passes through before it finally becomes 

a document. It involves all the executive and legislative processes, that is, 
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collection of estimates from the various government departments to the defense 

before the various committees of the legislature and debates in the floor of the 

Houses, the passage into law and the final implementation and monitoring 

(Lockyer, 2013).  

Preparation of budget primarily involves identification and setting of 

developmental goals. That is, it involves setting budgetary thrusts and policies 

based on the development plan. In the federal government, the responsibility of 

the president for the preparation and submission of budget is well established. 

At the state level, it is the statutory responsibility of the governor to prepare and 

submit the budget. In the local government, the chairman form the government 

and invariably has complete control over budget preparation but assisted by the 

Finance Committee and other department heads. The process varies from state 

to state and is largely dependent on the amount of autonomy enjoyed by the 

council from the state government. Nevertheless, there is a standard that runs 

across most local governments in the country. The budget process commences 

with a call circular from the Executive Committee consisting the Chairman, the 

Supervisory Councilors and other officials (Secretary, Treasurer, Head of 

Personnel and Legal Advisers). They call on all relevant departmental heads to 

prepare estimates for the coming fiscal year. Subsequently, the Heads of 

Departments prepare estimates of expenditure in line with the goals and the 

estimates of revenue expected as well as the sources expected. As soon as this 

process is concluded, each department hands its own estimate to the local 

treasurer or finance officer (Adeniyi, 2008). 

The executive having gone through the budget estimates present it to legislature 

for approval. The method of approval also varies from one council to the other, 

that is, while some require a simple majority, others would require two-thirds 

majority for the approval. In every democratic government, the legislature may 

approve or reject the proposals of the executive and in some cases, may modify 

the executive proposals. In this case, the legislature holds the executive 

accountable. The power of the purse came to reside in the legislature in order to 

prevent the executive from imposing willful and arbitrary tax payments on its 

people. It is an expression of ultimate legislative authority. 

Having approved by the legislature, the budget is forwarded to the state office 

for local government committee for a review. This practice varies from one state 

to another. In some states, the budget estimate is reviewed before it is sent to 

the legislative council while in some others, it is the approved Budget that is 

sent to the committee for approval. The essence of the review is to ensure that 

the council budget estimate meets with the laid down procedure and practice. 

Also, it ensures that the budget is in conformity with the developmental plans 

of both the local and state governments. This is another indication that shows 



216  africanscholarpublications@gmail.com                                                                               

 2022 

 

the state has an input in the running of local government council (Adewale, 

2010). 

The next level is that of budget implementation. It is a crucial stage for both 

local and state governments. This is because money at this point is disbursed to 

the various departments for expenditure on overhead costs. Suffice it to say that 

the budget proceeds are spent on either capital or recurrent expenditure. Capital 

expenditure means the fund spent on developmental projects within the fiscal 

year while recurrent expenditure refers to fund spent on overhead cost like 

wages, rent, etc.  

 

PROBLEMS OF LOCAL GOVERNMENT BUDGETING 

Corruption and mismanagement 

Corruption is one of the major problems facing the local government. In fact, a 

mere mention of the local government exudes corruption. The popular myth 

propagated by the council officials is that the councils are always short of funds. 

No doubt, the heavy funding that runs into billions of Naira as seen from the 

tables may not be enough because of the high level of corruption in the councils. 

It has also been observed that most local government councils do not accord 

adequate regard to the budget process. The fall out of this situation is the 

indiscriminate and unplanned execution of projects. The state governments 

which would have served as a check are not free from this cankerworm. 

Evidently, there is contract scams in all local government councils in Nigeria. 

These contracts are inflated and worse still, the projects are not executed and 

thereby defeating the essence of budgets (Batty, 2013). 

 

Skilled manpower 

Majority of local governments today are manned by officials who do not 

possess the requisite leadership and managerial skills to deliver the gains of 

democracy to the people. Section 7(4) of the 1999 constitution makes provision 

that the qualification for election into the offices of the Chairman and 

Councilors shall be the same as that of the election into the Houses of Assembly 

of a state. The constitution puts the minimum educational qualification for the 

election into the House of Assembly of a state as school certificate. However, 

this principle have not been followed and as such, made the councils the 

dumping ground for illiterates or a starting point for political toddlers. 

 

Lack of civil society participation 

The level of participation by the people is highly limited especially the local 

governments located at the rural areas. The reason is attributed to high illiteracy 

level and the poverty rate. Thus, the psyche of the people is very low. In 

addition, there is no law that encourages civil society participation in 
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governance and also no access to information and participation. In the absence 

of this, the civil society, no matter how vibrant and enlightened, cannot achieve 

anything (Brown & Howard, 2014). 

 

Finance 

Finance is another area of concern. Most of the local councils sources of revenue 

have been taken over by the state government. Some of these councils also are 

too small in size and thus, have little or no resources from which to generate 

revenue internally. The internally generated revenue of these councils is too 

small to pay the wages and salaries of their junior staff not to talk of embarking 

on any meaningful projects. Moreover, the 10% of the internally generated 

revenue of the state that is supposed to be given to local council is not 

forthcoming (Earnest, 2014). 

 

PROSPECTS OF BUDGET DEVELOPMENT IN NIGERIA  

• The grassroot government should be given more consideration as they 

are closer to the people and will be able to meet their needs quicker.  

• Corruption should be fought with all power and might. However, 

corruption in Nigeria can only be solved when individuals start changing 

themselves first. It is not a ‘top’ problem. It is a general problem, since 

it is people from the bottom that still rise to the top and continue the act.  

• Proper management, check and balances should be put in place to make 

it more difficult for one person to manipulate things to his or her 

advantage.  

• The improvements in technology would make things more transparent 

and monitoring easier. Technology is the solution to Nigeria’s corruption 

problem. With technology, every citizen very soon would be able to 

monitor their government’s activities and spending (Farounbi, 2014).  

 

NIGERIA'S PUBLIC SECTOR BUDGET PROCESS 

The public budgeting system in Nigeria begins with the executive and 

legislative branches of government preparing and approving a three-year 

medium-term expenditure framework (MTEF)/fiscal strategy paper (FSP). 

Budget preparation, budget approval, budget implementation, and budget 

evaluation are all important steps in Nigeria's yearly budget process.  

The legal position of the budget in the Federal Government is severely 

constrained. It is the president's official recommendation to Congress. 

Budgeting is done in a cycles. A budgeting cycle permits the system to absorb 

and respond to new information, holding the government accountable for its 

actions. However, numerous variables limit the president's ability to make 

substantial budget adjustments (Horngren & Foster, 2008).  
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In certain states, governors do not necessarily have budget preparation and 

submission authority, but in some others, the share budget-making authority is 

shared between the state and other elected administrative officers, civil servants, 

political appointees, legislative leaders, or a mix of these officials. Preparations 

start from the federal government level and with the relevant agencies. The 

agencies start by evaluating their programs and deciding which ones need to be 

revised and whether new ones should be proposed. At the same time, the 

relevant staff in the presidency make predictions about expected economic 

developments in order to assess potential income under current tax legislation 

(Lockyer, 2013).  

Ministerial approval, executive approval, and parliamentary approval are the 

three steps of budget approval in the public sector. The budget planning process 

begins five months prior to the commencement of the fiscal year. The Ministry 

of Budget and Planning issues guidelines in the form of circulars. When each 

ministry and extra-ministerial department receives the circular requesting 

budget estimates, each ministry and extra-ministerial department forms a 

departmental budget estimate committee. The ministerial head of finance and 

personnel chairs the committee. Its role is to examine and reconcile budget plans 

made by various departmental branches, divisions, and units of the ministry. 

 

 

CONCLUSION  

Government in an attempt to achieve macro-economic goals and objectives of 

price stability, economic growth, stable and full employment, infrastructural 

development as well as Balance of Payments equilibrium, initiates several types 

of budget such as Balanced, Surplus, Deficit, development as well as 

supplementary budget. Budget being an important economic policy instrument 

of government reflects the government priorities regarding her social and 

economic policies. It also translates policies, political commitments, campaign 

promises and goals into decisions regarding where funds should be spent and 

how money should be collected. Generally, for a budget to perform its 

obligation, it must possess some important qualities. There are four basic 

qualities – it should be well designed, effectively and efficiently implemented, 

adequately monitored and finally its performance should be evaluated. It could 

therefore be deduced that the essence of budget is not in its formulation or 

initiation but in its implementation which is aimed at meeting the needs and 

aspirations of the people. A well implemented budget helps to translate 

government campaign promises, policies and programs into outcomes that have 

a direct bearing on the people such as provision of employment opportunities, 

poverty reduction as well as development of critical infrastructure such as roads, 

water, electricity, hospitals, schools etc. for the good of the people. While 
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appreciating the fact that budget implementation is the basic thing, however the 

size and structure of public expenditure is expected to boost the growth in output 

of the economy. Be that as it may, implementation of policies and programs is 

fundamental (germane) to the attainment of socio-economic wellbeing of the 

society. 

 

RECOMMENDATIONS  

The following recommendations are hereby made: 

i. The government should make every effort to ensure that capital budgets 

are fully implemented. The issue of half implementation and 

embezzlement of the allocated money should be tackled by the financial 

crimes commission so as to ensure that the money allocated reach the 

purpose it was meant. 

ii. More appropriation and quick release of capital expenditure votes will 

stimulate the economy and ensure that there is flow of income which 

ultimately reaches the common people in the country. 

iii. Government should also try to put in place effective machinery that will 

ensure the strict adherence to due process and total implementation of 

annual budget provisions and avoid misappropriations. 

iv. The negative effect of budget implementation rate on the economy poses 

strong questions as to whether the government has enough capital to fund 

annual budget s. This can be effectively handled by increasing income 

drive of the government and supplementing annual budgets by way of 

internal and external borrowings. 

v. The study recommends that government should ensure the strict 

adherence to due process in the implementation of its annual budget. In 

addition, the government should ensure adequate capital and recurrent 

expenditure implementation in the country, particularly in areas of 

economic and socio-community services, as well as overhaul ministries 

and government agencies to eliminate and close loopholes impeding 

effective and efficient capital budget implementation in the country. 
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