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Abstract; 

The paper empirically investigated the short and Long run effect of budgetary allocations to 

the military on economic development in Nigeria. The paper was anchored on “Theory of 

Public Expenditure.”The study focus was on the eight year budgetary allocations to the 

defence sector. The paper implored  multivariate OLS analysis for the estimation process, co-

integration analysis for long-run relationship and the associated error correction model to 

determine the short-run impact of the variables. The Granger causality test was used to 

determine the direction of causality among the variables. It was revealed that a insignificant 

total amount of N4.273trn was allocated to the armed force comprising the military, Navy 

and Air force the country’s budgetary allocations in the past eight (8) years. The paper 

recommended for the short-run and long-run relationships between sectoral allocations to 

long sectors of the economy and economic development of Nigeria. The findings of the study 

were that budgetary allocations to education, health and agricultural sectors positively and 

significantly affect economic growth in Nigeria and allocation to defence sector is negative. 

We therefore recommend that budgetary allocations to defence, Agriculture and Education 

should be increased and made a priority. There should be inclusion of Economists in the 

federal executive council and Economic Recovery Growth Plans of the country. the high 

budgetary allocations to defence should be sustained even after the insurgency has been 

defeated. 
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Introduction  

Globally, countries’ economies are being managed sectorally. The essence is to effectively 

manage and harness resources, and to ensure accountability, probity equity and fairness. One 

of the major benefits is that every sector of the economy is given attention and included in the 

economic recovery growth plan (ERGP) and its deliverables specifically evaluated. In 

budgetary allocation, whatever that constitutes expenditure and income are spelt out and cost 

of funding expenditures allocated to every sector of the economy. It also considers the 

sector’s contribution to economic growth as it affects the entire country (Felix, 2013). 

According to the Budget Office, the federal government’s actual deficits in the last five years 

have stood at N1.52tn for 2015, N2.19tn in 2016, N3.80tn in 2017, N3.64tn  in 2018 and 

N4.17tn in 2019. The consequence of this has been the rising cost of debt servicing which 

grew from N624bn in 2014 to N2.45tn in 2019. Nigeria has continued to trample on fiscal 

sustainability as debt service to revenue ratio has grown to 94%. This is a gross anomaly in 

the public finance analysis of a sustainable entity. Some experts might say that the country 

might not be borrowing too fast as debt-to-GDP is still approximately 29% at the end of 

2019, but the complete story is that Nigeria has failed to gather revenues and its leaders do 

not want to take drastic measures required to significantly rationalize expenditure. While 

variables are involved in a holistic analysis approach, this paper conducts a disaggregated 

analysis of funding of the three armed forces of Nigeria within eight year period.  
 

Security of a nation in air, land and sea is the responsibility of the three armed forces of the 

country. It is necessary to get them equipped all the time with all the ammunitions for combat 

readiness. According to UNESCO recommendation, Budgetary allocations are required more 

to be channeled to the armed forces, followed by education with 15 to 20 per cents of the 

total budget. Records show that from the 1960s, armed forces budgetary allocations were 

recorded high and have helped in growing the economy through peace and stability which 

enabled businesses to flourish in the country (Olayide & Ikpi, 2010).  However, in the past 

decade, it has been observed that budgetary allocations to the armed forces have continued to 

dwindle. This was in the face of security confrontation with Boko Haram terrorists and 

insurgency across the length and breadth of the country. In split of the huge budgetary 

allocations to the armed forces (army, Navy and Air force) in the last four (4) years fighting 

insurgency and purchase of military hardwares have not been encouraging as the story have 

been that the terrorists are with better and more sophisticated weapons than the country’s 

military. The explanation is that operational capabilities of the army have reduced greatly to 

the extent that they run away from the terrorists when attached. Military aircrafts are 

sometimes not functional to smoke the terrorist out of the forest and hide outs. The question 

raised is whether inability of the armed forces to fight territorial incursion is as a result of the 

poor budgetary allocations. Has the budgetary allocations been of relevance in combating 

insurgency in the country? To attend to these pertinent questions, it is imperative to conduct a 

disaggregated investigation of impact of budgetary allocations to the various arms of 

Nigeria’s military on economic development in the last eight years (2015 – 2022). 
 

This paper is an addition to the various contributions of scholars to the literature in this area. 

It is important as it brings to reality issues concerning budgetary allocations to the armed 

forces. It explains the various amounts allocated to the military in the face of the Boko Haram 

attacks in the country for the eight years. 
   

Literature Review  

Conceptual Clarifications  

A budget must be comprehensive in its estimate, have a plan, be coordinated, explain its 

various components in financial terms, be operational when executed without ambiguity and 
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there must be resources or channels from which the revenue will be coming from into the 

country’s account.  As pointed out by Faleti and Myrick (2012) quoted in Osifo, & 

Ahunanya, (2020), budget is an essential channel of allocating and mobilizing resources for 

fiscal and economic management. It is an instrument of economic importance for facilitating 

and realizing the vision of the government in a given fiscal year. Budget is an economic 

instrument for facilitating government policies. Both government and organizations utilize its 

relevance in every given fiscal year. Omede, (2012) conceived budget as a comprehensive 

and coordinated plan, expressed in financial terms, from the resources and for the operations 

of an enterprise for a given period. As such, the concept of budget focuses on the following 

essential elements not limited to;  
 

 Financial terms: Business budgets are expressed in terms of the monetary unit which 

serves as the common denominator of business activities. Although a basic 

development of a budget may include a variety of non-monetary quantities, the final 

budget must reflect business plans in terms of money.  

 

 Resources: Budgets involve the planning of financial resources for the various types 

of assets and other sources of capital to be invested in these assets.  

 

 Comprehensive: A budget is comprehensive since considers all of the many aspects 

and activities of the organization.  

 

 Given future period: A budget must relate to a particular period of time.  

 

 Plan: A business budget involves two notions of planning. First, it expresses partly 

whet the firm’s management expects will happen, and the second, it reflects partly 

what management intends to make happen. Good budgeting can not only suggest 

what will happen but can also make things happen. 

 

 Operations: Budgets are intended to serve the operations of the various segments and 

activities of the firm. In this sense, budgets reflect partly plans (in quantification) of 

revenues and expenses for the future. 

 

 Coordinated: A budget must recognize the situation and problems of each unit or 

department segment of the firm. The plans for the firm’s segments must be prepared 

jointly and in harmony with each other and this be coordinated logically and 

practically”. 
 

Armed Forces of a country consist of all the military formations within the territorial borders 

of the country. It is the duty of the armed forces to defend the citizens against any incursion 

from outside by external forces. Disaggregation is the act of conducting an operation or 

activity independently or separately. It could be analysis, policy implementation or any other. 

Sometimes when operations are carried out independently, it produces better result. This 

explains the importance of disaggregation in this regard.  
  

Nigeria’s Budgetary Allocation Compared to other Countries Budget to Defence  
 

West African country Ghana, has 9.2% (193.92 GHS) of its total 2021 defence budget 

(GHS2.12 trillion ) allocated to capital expenditure. In Kenya, of the Defence Ministry’s KES 

115.48 billion budget, our analysis showed that KES9.2 billion (8.6%) went to Development 

(Capital) expenditure while KES106.2 billion went to recurrent expenditure.  
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Kenya is 23rd on the list of most terrorised countries in the world, 20 places above Nigeria. 

In South Africa, the 2021 defence budget is put at R46.2 billion while salaries will take R29 

billion (63%), leaving 37%  for operations and capital expenditures.  
 

Ghana and Kenya appear to budget less than Nigeria for capital expenditure within their 

defence budget while South Africa’s capital expenditure budget is higher than Nigeria’s own. 

It is important to note that of these three countries in comparison to Nigeria, Nigeria has a far 

higher population and landmass figures, 206.1 million and 923,768 Km respectively.  
 

In addition to Nigeria’s high population and land area, Nigeria outranks all three countries on 

the global terrorism Index produced by Institute for Economics and Peace. Nigeria is 3rd 

most terrorized country in the world while Kenya places 23rd on the list, followed by South 

Africa ranked 41st and then Ghana ranked 82nd.  
 

Both indices of population and state of insecurity make it imperative for Nigeria, already 

budgeting far higher than most African countries, to be more strategic in its budgetary 

spendings. Nigeria outranks both countries on the global terrorism index (USA 29th, Canada 

50th). The nature of the budgetary allocations to the defence of countries like this may 

provide a template for Nigeria’s defence budgeting. So that defence mechanisms are 

strengthened to preserve the sovereignty of the nation and bring the country back from the 

brink of utter chaos. 
 

When compared with top-ranked militaries of the world like the USA and Canada, it is 

understandable why these countries’ militaries are top-ranked. A Dataphyte analysis of the 

2021 United States of America’s defence budget shows that of the $705.4 billion department 

of the defence budget, $200.5 billion(28%)  was budgeted for the acquisition of military 

hardware. This is apart from other capital expenditures of the country for its defence budget.  
 

The 2021 Canadian defence budget shows that the country’s defence ministry got $23.3 

billion in total. Of the amount, $5.1 billion (21.8%) went to capital expenditure.  Personnel 

and Operating expenditure which makes up recurrent expenditure got 37% and 33% 

respectively, totaling 70%. 
 

 Defence Budget 
 

Military expenditure in a state is synonymous with defence budget. As posited by Abiodun, 

Asaolu & Ndubuisi, (2020), it is the amount of financial resources voted by a state to nurture 

and conserve armed forces and other essential needs required for defence purposes. This is 

not limited to guns, military jets, military hardware, logistics and finance for special 

missions. Conventionally, military budget is to finance a critical service area by the 

government and not an income generating platform (McKaughan, 2016: Abiodun, Asaolu & 

Ndubuisi, 2020. In the same vein, military expenditure is conceptualized by the North 

Atlantic Treaty Organization as a process made up of current and capital expenditures of the 

military such as defence and other government agencies involved in military projects, finance 

for peace keeping, paramilitary (those trained and equipped with military for its operations) 

and military space activities (Apanisile & Okunlola, 2014). However, the amount a state 

budgets for her defence could be the proactive measures taken against perceived threats or 

external aggression; it also indicates the ability of the country involved to fund it (Sam, et al, 

2016). Pursuant to this, a state must deem it fit taking into cognizance the size of her 

economy, debt servicing, recurrent and capital expenditures, and the willingness of the 

government to finance such military operations.  
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Military Budget (2015 -2022)  
 

The formation of Nigerian regiment’s origin lies in the elements of the Royal West African 

Frontier Force (RWAFF) which was inaugurated in January 1914 during the reign of colonial 

masters that ruled the country via an indirect system which was renamed the Nigerian 

Military Force in April 1958 has remained on budgetary allocations till date.  Accounting 

from 1960, budgetary allocations to the military showed varying total amount and 

contributions to Gross Domestic Product (GDP). 

 

Theoretical Considerations 

 

Theory of Public Expenditure 

 

This work is predicated on the “Theory of Public Expenditure” propounded by Mabel Walker 

in early 1920s. The theory’s assumption was that expenditure, distribution, budget design and 

development of the society is a function government progressive policies.  According to 

Walker, (1920), the theory is one of the early attempted theories of positive budgeting theory. 

It assisted the use of intellectual thought and progressive ideas. The intension of is theory was 

to help provide ideas in government resource allocation expenditure. All were to point out the 

norm of expenditure consistent with the present progress achieved in states.  Focus of the 

work was on municipal expenditure by the city government. The ultimate aim was to inquire 

whether there was even distribution of allocation in the budgeting by the state and not the 

pattern of distribution in the expenditure.  
  

Walker’s worry was how disturbed the political class were in the deciding which and how 

much is allocated to a particular subject. Practically, in developing the society, government 

must have the progressive mind in deciding which subject is allocated a larger amount. The 

bottom-line is that government must be progressive in her budgetary allocations and 

expenditure if the society must develop or progress. Theory conveys ideas as part of 

intellectual thought in the society (Lewis, 1952). Theory is the use of progressive ideals as 

part of social and intellectual thought (Lewis, 1952). Like the idea of social Darwinism, the 

progressive philosophy also holds a core value of a society that develops and improves with 

the help of government as the agent to produce this change (Lynn and Wildavsky, 1990). “It 

is believed that the most progressive states that are managed by rational leaders would not 

accept anything less than the minimum level of service or national security. Instead, they seek 

to achieve a high level of services or national security, hence the need to increase the 

budgetary allocations to defence and military institutions” (Abiodun, Asaolu, & Ndubuisi, 

2020). 
 

Empirical Review 
 

Studies have been conducted by several scholars to explain the impact of budgetary 

allocations to Nigeria Armed forces on economic development (Omede, (2012): Felix, 

(2013): Osifo, J. & Ahunanya, (2020). Widening the discussion on budgetary allocation to 

the armed forces is the work of Abiodun, Asaolu & Ndubuisi, (2020) on “Defence budget and 

military spending on war against terror and insecurity in Nigeria: implications for state 

politics, economy, and national security”. Focus of the work was on persistent insecurity in 

the presence of higher defence budget. The paper adopted a systemic review in the analysis. it 

was found that   findings reveals that despite huge spending or expenditures on military 

operations within the years, the security of the state remains deteriorating as a result of bad 

governance, corruption and non-transparent procurement activities, poor leadership, and lack 

of defence strategies. The paper suggested that Nigerian government should endeavour to: 
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shun corruption; ensure good governance, transparent procurement processes; and adopting 

defence strategies in compliance with global best practices towards ensuring a stable and 

secured society. A bound testing approach to co-integration 1989-2013 and empirical analysis 

of effects of military spending on economic growth in Nigeria was investigated by Apanisile 

& Okunlola, (2014). Focus of the paper was on short-run and long-run military expenditure 

by the government. The paper adopted ARDL bounds testing approach to co-integration in 

the analysis. Findings revealed that military spending has negative and significant effect on 

output in the short-run but positive and significant effect in the long-run. There is significant 

positive long-run effect on both labour and capital. Reduction of budget on defence and more 

concentration on human capital development were suggested. 
 

Study of Pattern and Structure of Defence Spending and its impact on economic growth in 

Nigeria Nigerian was carried out by Anyanwu, Alexander and Shaibu, (2019). Focus of the 

study was on the defence budget and economic growth. multiple regression estimation was 

adopted for the analysis. the study specifically employed trend analysis for movement 

observations. Findings showed that defence expenditures during the period of study have 

both positive and negative impacts on the growth of Nigerian economy and a negative short-

run impact while there is clearly there is a positive in the long-run as shown in the estimated 

long run co-integrated coefficients and results of multiple regressions. Plugging leakages and 

increasing defence allocation in the budget, to enhance the combat readiness of the Nigerian 

armed forces in order to create a peaceful environment for growth were recommended. 

Duruji, Idowu, Dibia and Duruji-Moses, (2019) investigated impact of Military budget, war 

against Boko Haram insurgency, and its impact on Nigerian politics and economy. Study 

focus was on the fight against insurgency on the North-East. The study adopted a 

interpretational phenomenological approach in the analysis. it was found that the widening of 

political space when the country transited to democracy in 1999 opened up the space for 

bottled-up agitations that gave rise to ethnic and religious sect militias propagating diverse 

agendas. The paper recommended for increased budgetary allocations to the military to help 

in the fight against Boko Haram insurgents and banditry. 

 

Sectoral analysis of budgetary allocation and economic development in Nigeria was carried 

out by Uwubanmwen and Osifo, (2016). Focus of the study was on budgetary allocation and 

economic development. The study adopted multivariate OLS analysis for the estimation 

process, co-integration approach for the analysis of data. Findings revealed that budgetary 

allocations to education, health and agricultural sectors positively and significantly affected 

economic growth in Nigeria with negative allocation to the defence sector. The paper 

recommended for increased, articulated and judicious spending on key sectors of the 

economy such as health, education, agriculture as well as institutional mechanism to properly 

monitor the resources spent on them, so that the allocated funds are properly channeled for 

rapid economic growth and development Osifo and Ahunanya, (2020) conducted assessment 

of defense budgetary allocation on military operational capability in Africa. The study focus 

was on the military capabilities. Qualitative research interpretative phenomenological 

approach was adopted for the analysis. Findings revealed that government adopted top-down 

process from the Budget office of the federation with MDAs not exceeding the total 

expenditure ceiling.  
 

Methodology  
 

This study is a ex-post facto design. it tries to investigate government past activities relating 

to military expenditures with eight year period. Though, the figures of 1960- -2022 were 

brought in to encourage possible further studies. However, inquires into the country’s 

budgetary spending to the armed force and employed annual data for the period 2015 to 2022. 
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The data for this study were obtained from secondary sources. The data include; Real gross 

domestic product per capita and is the dependent variable – while annual budgetary allocation 

to educational sector, health sector, Agricultural sector, transport and communication sector 

and defence are collected as independent variables for the time frame of the study. The data 

are sourced from Central Bank of Nigeria (CBN) statistical bulletin. However, for the period 

under study, 2015 to 2022, descriptive statistics of frequency table, percentages and graphs 

were used to answer the research questions as shown below;  

Table 1: showing the data used for analysis 

 

S/N Year Force Name 

  Army & Amount (N) Navy & Amount  (N) Air force & Amount (N) 

1. 2015 150bn 75bn 77bn 

2. 2016 148bn 86bn 91bn 

3. 2017 155bn 90bn 100bn 

4. 2018 224bn 97bn 112bn 

5. 2019 228bn 101bn 115bn 

6. 2020 463bn 131bn 136bn 

7. 2021 511bn 136bn 140bn 

8. 2022 579bn 148bn 180bn 

 Total = 2.458trn 864bn 951bn 
Source: Budget Office of the Federation, 2022. 

 

 

Fig. 1 Graphs showing disaggregated Budgetary Allocations to the armed force (Army, Navy and Air 

force. 
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Model Specification 

 

This paper investigated budgetary allocations to Nigeria armed forces and economic 

development (2015 – 2022): a disaggregated funding analysis. 
 

RGDPPC = f(EDU, HTLH, AGRIC, TC,DEF) - - - - - - - - - - - (1) 

Empirical specifications given as; 

RGDPPC = β0 ED + β1EDU  + β1HLTH + β1AGRIC + β1DEF +Ʃt - - - - - - - - - - - (2) 
 

Where;  

           RGDPPC = Real Gross Domestic Product Per Capita 

          EDU      = Sectoral allocation to Education  

          HLTH    = Sectoral allocation to Health 

          AGRIC  = Sectoral allocation to Agriculture  

          TC         = Sectoral allocation to Transport and Communication 

          DEF       = Sectoral allocation to Defence  

          β1 represents constant term, β1,   β2,  β3,   and β4  as coefficient of the slope with 

parameters to be estimated and  Ʃt  as the disturbance term. 
 

Techniques of Estimation  
 

Both inferential and descriptive statistics were adopted to analyze and evaluate the results. 

have been used to know the structural properties of the descriptive statistics  were discussed 

from the descriptive statistics while correlation analysis, regression analysis, unit root 

analysis, cointegration Dickey- Fuller (ADF) unit root test were covered by the Inferential 

analysis. Data stationarity, Johensen co-integration test was employed to select the vectors of 

co-integrated series for the regression to check the long run relationship between dependent 

variable and independent variables. The Error-correction model (ECM) was employed to 

check the speed of adjustment of the independent variables towards the dependent variable. 

Lastly, Granger causality test was used to determine the direction of causality among the 

variables.  
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Presentation of Data 
S/N Year Force Name 

  Army & Amount (N) Navy & Amount  

(N) 

Air force & Amount 

(N) 

(%) 

1. 2015 150bn 75bn 77bn 8.0 

2. 2016 148bn 86bn 91bn 9.5 

3. 2017 155bn 90bn 100bn 10.5 

4. 2018 224bn 97bn 112bn 11.7 

5. 2019 228bn 101bn 115bn 12.,0 

6. 2020 463bn 131bn 136bn 14.3 

7. 2021 511bn 136bn 140bn 14.7 

8. 2022 579bn 148bn 180bn 18.9 

 Total  2.458trn 864bn 951bn 100 

 

Analysis Results and Discussions 

 

S/N Year Force Name 
  Army & 

Amount (N) 

(%) Navy & Amount  

(N) 

(%) Air force & 

Amount (N) 

(%) 

1. 2015 150bn 6.1 75bn 8.6 77bn 8.0 

2. 2016 148bn 6.0 86bn 9.9 91bn 9.5 

3. 2017 155bn 6.3 90bn 10.4 100bn 10.5 

4. 2018 224bn 9.1 97bn 11.2 112bn 11.7 

5. 2019 228bn 9.2 101bn 11.6 115bn 12.,0 

6. 2020 463bn 18.8 131bn 15.1 136bn 14.3 

7. 2021 511bn 20.7 136bn 15.7 140bn 14.7 

8. 2022 579bn 23.5 148bn 17.1 180bn 18.9 

 Total  2.458trn 100 864bn 100 951bn 100 
 

Descriptive Statistics  
 

Table 2: Descriptive Statistics  
 Mean Median Max Min. Std. Dev. Skew Kurt J-B 

RGDPPC 18.31 6.11 11.25 3.51 2.43 1.66 2.04 3.77 

EDU 4.11 1.17 12.13 2.41 3.16 1.14 1.44 2.85 

HLTH 7.42 5.53 15.62 1.11 3.24 4.01 1.20 2.1 

AGRIC 14.22 4.42 13.00 2.11 1.18 2.27 2.09 3.12 

TC 11.6 8.4 17.00 2.15 2.15 1.02 2.6 2.4 

DEF 8.31 7.1 13.16 3.13 3.13 1.04 1.12 2.1 

Source: E-views 7.0 statistical software package  
 

Table2 presented a statistics summary on the variables used for the analysis. The descriptive 

statistics shows that the mean value of RGDPPC is for the firms are 18.31 while its median 

value is 6.11. The mean values of education, health, agriculture, transport and communication 

and defence are 4.11, 7.42, 11.6 and 8.31 respectively. The relative higher mean value of 

Agriculture over all other sectoral budgetary allocation shows the critical and more 

pronounce role of agricultural sector in economic development, particularly poverty 

reduction. Further buttressing this fact is that the sector possesses the lowest standard 

deviation, an indication of low variability from its mean value. Apparently, the agricultural 

sector has a multiplier effect on economic development. In terms of the kurtosis, agricultural 

sector has the highest value of 2.09, while the health sector scores lowest value of 1.20. These 

values indicate normality in distribution over the period of budgetary allocation. 
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Analysis of correlation  
 

Table 3. Results of Correlation Analysis 

 
 RGDPPC EDU HLTH AGRIC TC DEF 

RGDPPC       

EDU 0.511      

HLTH 0.51 0.50     

AGRIC 0.63 0.16 0.22    

TC 0.61 0.51 0.25 0.14 0.30  

DEF 0.43 0.18 0.36 0.44 0.16  

Source: Authors’ compilation, 2022 with E-views 7.0 
 

Correlation patterns in econometric model must not be excessive. This is essential and it is 

necessary to examine it in a in a preliminary manner, the variable relationships in the study. 

However, this study is investigated using correlation analysis. Correlation tests results are as 

reported in table 4 below.  There is a positive relationship in the correlation matrix as 

observed in between RGDPPC and all the sectors of the economy. This indicates that 

increase in budgetary allocation to these sectors will invariably enhance economic 

development in Nigeria. The correlations between agricultural sector and RGDPPC (a proxy 

for economic development) also has the highest value of 0.63, buttressing in fact that, to a 

large extent, agriculture productivity is an essential condition for economic growth and 

development via inter-sectoral linkages provision of foreign exchange, food raw-materials for 

industries and many more as already pronounced roles of agricultural sector in economy. 

Those of health, education and transport and communication are 0.51, 0.51 and 0.61 

respectively. 
 

A cursory examination of the unit root test results indicate that for all the variables, the null 

hypothesis of no unit root could not be rejected, revealing that the variables were non-

stationary at levels. However, after first differences, the variables became stationary. They 

are thus integrated of order one (1). This implies that the variables are difference-stationary. 
 

Unit Root Analysis  
 

Table 4: Unit Root Test for First Difference in variables 
Variables First Difference  Order Remarks  
RGDPPC -4.1124 ⃰  ⃰  1(1) Stationary 
EDU -2.4667 ⃰ 1(1) Stationary 
HLTH -2.6116 ⃰ 1(1) Stationary 
AGRIC -3.3110 ⃰ 1(1) Stationary 
TC -2.4013 ⃰ 1(1) Stationary 
DEF 2.8558 ⃰ 1(1) Stationary 

* (**) significant at the 5% (1%) Source: Authors’ compilation, 2022 with E-views 7.0 
 

When the means and variance of time series is dependent overtime, it is stated as non-

stationary. But when it is time-invariant and constant over time, the time series is regarded as 

stationary. The Augmented Dickey Fuller (ADF) test results of the unit root are presented in 

table 5 below; 
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Test of Co-integration  
 

Table 5: Johansen Multivariate Co-integration Tests Results 

 
Maximum Eigenvalue 

Test 

Test Statistic Critical Value at 5% Hypothesized number of 

CE(s) 

r = 0 ⃰ 132.11 72.16 None 

r  ≤ 1  ⃰ 111.02 51.10 At most 1 ⃰  ⃰ 

r ≤ 2  ⃰ 76.11 30.04 At most 2 ⃰  ⃰ 

r ≤ 3  ⃰ 38.41 21.18 At most 3 ⃰  ⃰ 

r ≤ 4  ⃰ 18.50 20.31 At most 4 ⃰  ⃰ 

r ≤ 5  ⃰ 10.21 10.51 At most 5 ⃰  ⃰ 
 

*(**) denotes rejection of the hypothesis at 5% (1%) significance level Eviews 7.0  
Source: Authors’ compilation, 2022 
 

Since it has been found that the series in the analysis are not stationary in their levels, the 

next step is to determine co-integration of the series. This paper adopted further, “The 

Johansen Co-integration method” for this analysis since the study involves multivariate 

estimations. The results are presented as shown in table 5 above. It can be observed from the 

table that, the λ-max test statistic indicates that there are at least five (5) co-integrating 

vectors in the relationship reflecting existing long run equilibrium relationship between the 

RGDPPC and the various sectoral budgetary allocations in the armed forces in Nigeria. 
 

transport and communication and defence all granger cause RGDPPC per capita without a 

feed-back effect, implying stimulation of economic development in Nigeria with increase in 

budgetary allocations to these sectors. A bi-directional causality is found for the health sector. 

This revealed that increase in sectoral budgetary allocation to the health sector will enhance 

economic development at the same time increase economic development will on the other 

hand enhance budgetary health allocation will lead to better health facilities. This relationship 

between shows that “there is richness in health”  
 

 

Granger Causality Testing 
 

Table 6; Granger Causality Test Results 

Sectors  Null Hypothesis F-Statistics Probability 

EDU does not cause RGDPPC 2.57044 0.0862 

RGDPPC does not Granger cause EDU 0.78458 0.31225 

HLTH does not Granger cause RGDPPC 1.55910 0.08200 

RGDPPC does not Granger cause HLTH 1.67121 0.07302 

AGRIC does not Granger cause RGDPPC 4.01072 0.01528 

RGDPPC does nor Granger cause AGRIC 0.13544 0.77042 

TC does not Granger cause RGDPPC 2.31410 0.11110 

RGDPPC does not Granger cause TC 1.40221 0.14332 

DEF does not Granger cause RDGPPC 2.26771 0.11314 

RGDPPC does not Granger cause DEF 0.13517 0.75365 
Source: Authors’ compilation, 2022 

 

The dependent and independent relationship variable (RGDPPC) as well as the direction of 

causality is very important in this study. Hence, we had to determine the direction of 

causality between the dependent and independent variables through the use of the Granger 

causality test as reported in table 6 above. Generally, F-test is conducted on the null 

hypotheses in order to determine the direction of causality between each pair of variables. 

However, hypothesis rejection is based on the significance of the F-value for the particular 

relationship.  
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From the results, education, agriculture, transport and communication and defence all granger 

cause RGDPPC per capita without a feed-back effect, showed that invariably stimulate 

economic development in Nigeria will if there is increase in budgetary allocation to these 

sectors. As for health, there is a bi-directional causality. This implies that increase sectoral 

budgetary allocation to the health sector will lead to economic development while increase 

economic development will on the other hand enhance budgetary health allocation which of 

course will lead to better health facilities in the economy.  

 

Error Correction Model 

 
                                   Table 6: Error Correction Model  

Variables  Coefficient  T-ratio 

C 0.1461 0.7288 

∆EDU 0.1203 3.7360 

HLTH 0.1443 1.866.1 

AGR 0.2831 2.3147 

TC 0.1400 1.2418 

DEF -0.1183 -1.3107 

ECM (-1) -0.6120 -3.4650 

R2 = 0.73, R-BAR square = 0.70 F-140.14 DW Statistics  = 1.65 
                                        Eviews 7.0 Source: Authors’ Compilation, 2022 

 

The dynamics of the behavior of the economy in the short-run with respect alterations in the 

various sectoral budgetary allocation variables can be analyzed in the context of an error 

correction model (ECM) presented in table 7 above. Given the adjusted R2 of 0.70, it can be 

concluded that over 70 percent of the net in economic development systematic variations 

(proxied by RGDPPC per capita) is explained by the explanatory variables and the ECM. The 

F-Value of 140.2, and very significant at the 1 percent level. Therefore, shall not reject the 

significant linear relationship between economic development hypothesis and all the 

independent variables combined in the short run. The DW statistic of 1.65 indicates the 

absence of serial correlation in the model making the estimated model reliably fit for policy 

perspectives. It is therefore concluded that the error correction term is negative and 

significant at the 5 percent level.  
 

This, fact in the short-run equilibrium in the system will be restored back to the system. Its 

coefficient of -0.61 indicates that 61 percent adjustments in economic development is 

covered in the succeeding period or season. 
 

The coefficient of defence is negative and also insignificant at the 5 percent level. This rather 

negative and insignificant coefficient of defence could be attributed to the high level of 

insurgency with the available resources channeled remedy the crisis situation in the country. 

This deteriorating impact of defence on the economy could be reverse through increase 

budgetary allocation to the sector, as well as judicious use of resources in the purchase of 

sophisticated military equipment and coordinated strategic planning on the part of the 

military in Nigeria. The estimated coefficients at a careful examination revealed that all 

explanatory variables except defence possess the required expected signs. For the statistical 

significance of the respective individual coefficients of the explanatory variables, it is 

observed that education passes the significance test at the 1 percent level. This revelation of 

high level of significance reflects the critical role of education in propelling rapid economic 

development through the channel of human capital development. No doubt increased 

budgetary allocation to the education sector will in spur rapid economic development in 

Nigeria. The coefficient of agriculture is positive and significant at 2 percent level, while that 
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of health is positive and significant at the 9 percent level. This explains the positive and 

significantly contributions of that agriculture and health to economic development in Nigeria.  

 

Conclusion 
 

This paper explains that key sectors of the economy are not receiving adequate funding to 

enhance economic development as investigated by the paper 2015 to 2022. The sectors that 

received more allocations were did not perform better due to certain impediments. it was 

revealed that since 2015, a total of N4.273trn  was allocated to the armed forces comprising 

the military, Navy and Air force the country’s budgetary allocations in the past eight (8)  

years. This amount covers logistics, military hard wears, armored tanks, helicopters, jet 

bombers and other ammunitions. Not minding the on-going insurgency activities in the 

North-East (Adamawa, Borno and Yobe) states and other parts of the country. it was 

discovered that greater budgetary allocation to the defence will enhance economic stability 

and improvement in businesses for economic development. Economic development is to be 

achieved through stable economy, the following recommendations will be relevant to the 

country; 
 

1) Budgetary allocations to defence, Agriculture and Education should be increased and 

made a priority. 
 

2) The federal government should include Economists in her economic team enable 

Economists contribute ideas in the Economic Recovery Growth Plans of the country.  

 

3) The improvement in the budgetary allocations to the military in the last two years 

should be sustained not only in the face of the insurgency but continuously to make 

the military combat ready at all times.    
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APPENDIX 1 
 

S/N Year Force Name 

  Army & 

Amount 

(N) 

Navy & 

Amount  (N) 

Air force & 

Amount (N) 

1. 2015 150bn 75bn 77bn 

2. 2016 148bn 86bn 91bn 

3. 2017 155bn 90bn 100bn 

4. 2018 224bn 97bn 112bn 

5. 2019 228bn 101bn 115bn 

6. 2020 463bn 131bn 136bn 

7. 2021 511bn 136bn 140bn 

8. 2022 579bn 148bn 180bn 

 Total  2.458trn 864bn 951bn 

   
APPENDIX 2 
  
RGDPPC EDU  HLTH  AGRIC  TC  DEF  
Mean  19.42116  5.1102.8  8.521.3  15.332.14  11.70000  9.4152  
Median  13.220000  2.265.0  6.64200  5.52599  9.50000  8.20000  
Maximum  21.26000  13.2408.  26.733.  14.01165  18.00000  148.2700  
Minimum  4.610000  3.51000  1.00000  3.11.640  3.400000  3.178100  
Std. Dev.  3.54230  4.1740.7  4.35603  2.18944  3.160806  4.24423  
Skewness  2.77116  1.149093  5.016511  2.27936  2.03277  0.032121  
Kurtosis  3.05410  2.554380  11.01070  3.11315  3.70104  1.53312  
Jarque-Bera  4.88214  0.96531  3.1.6809  4.231519  3.568850  3.21525  
Probability  0.799605  0.050648  0.000000  0.032324  0.092166  0.162541  
Sum  1301.3300  1211.159.  1050.2161.  1290.95.  709.6000  1033.018  
Sum Sq. Dev.  199.12226  6.69E+12  5.10E+12  5.18E+10  1110.280  35201.17  
Observation 8 8  8  8  8  8  

 

APPENDIX 3  
Unit root tests for variable DLRGDPPC  
The Dickey-Fuller regressions include an intercept but not a trend  
******************************************************************************  
31 observations used in the estimation of all ADF regressions.  
Sample period from 1982 to 2012  
******************************************************************************  
Test Statistic LL AIC SBC HQC  
DF -5.1124 -5.3345 -6.6935 -7.4230 -7.9791  
ADF(1) -5.0251 -5.4506 -8.2906 -8.5538 -8.7190  
ADF(2) -3.7718 -3.1779 -7.8840 -10.7710 -8.4551  
******************************************************************************  
95% critical value for the augmented Dickey-Fuller statistic = -2.9970  
LL = Maximized log-likelihood AIC = Akaike Information Criterion  
SBC = Schwarz Bayesian Criterion HQC = Hannan-Quinn Criterion  
Unit root tests for variable DLRGDPPC  
The Dickey-Fuller regressions include an intercept and a linear trend  
******************************************************************************  
31 observations used in the estimation of all ADF regressions.  
Sample period from 1982 to 2012  
******************************************************************************  
Test Statistic LL AIC SBC HQC  
DF -4.1421 -2.3146 -5.3196 -6.119 -6.1260  
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ADF(1) -4.9772 -1.3329 -4.5599 -4.5798 -5.1310  
ADF(2) -3.2219 -1.1350 -2.0652 -4.1819 -6.1004  
******************************************************************************  
95% critical value for the augmented Dickey-Fuller statistic = -3.1658  
LL = Maximized log-likelihood AIC = Akaike Information Criterion  
SBC = Schwarz Bayesian Criterion HQC = Hannan-Quinn Criterion  
Unit root tests for variable DLEDU  
The Dickey-Fuller regressions include an intercept but not a trend  
******************************************************************************  
31 observations used in the estimation of all ADF regressions.  
Sample period from 1982 to 2012  

******************************************************************************  
Test Statistic LL AIC SBC HQC  
DF -3.5779 -.31076 -2.3108 -3.4463 -2.1009  
ADF(1) -4.1334 . 77185 -2.2282 -3.9216 -2.5281  
ADF(2) -4.0170 . 34765 -2.6524 -4.9535 -3.7184  
******************************************************************************  
95% critical value for the augmented Dickey-Fuller statistic = -2.9970  
LL = Maximized log-likelihood AIC = Akaike Information Criterion  
SBC = Schwarz Bayesian Criterion HQC = Hannan-Quinn Criterion 
Unit root tests for variable DLEDU  
The Dickey-Fuller regressions include an intercept and a linear trend  
******************************************************************************  
31 observations used in the estimation of all ADF regressions.  
Sample period from 1981 to 2012  
******************************************************************************  
Test Statistic LL AIC SBC HQC  
DF -4.0231 .32784 -2.6425 -4.2153 -3.1005  
ADF(1) -4.1297 2.8351 -1.1249 -3.5984 -1.7360  
ADF(2) -3.0058 2.8462 -2.3530 -4.6526 -2.8678  
******************************************************************************  
95% critical value for the augmented Dickey-Fuller statistic = -3.1658  
LL = Maximized log-likelihood AIC = Akaike Information Criterion  
SBC = Schwarz Bayesian Criterion HQC = Hannan-Quinn Criterion  
Unit root tests for variable DHLTH  
The Dickey-Fuller regressions include an intercept but not a trend  
******************************************************************************  
31 observations used in the estimation of all ADF regressions.  
Sample period from 1982 to 2012  
******************************************************************************  
Test Statistic LL AIC SBC HQC  
DF -3.7217 9.8847 .8247 5.6892 4.5091  
ADF(1) -3.1948 8.1719 17.9117 6.2084 5.7813  
ADF(2) -3.0311 8.7102 18.3402 4.0692 6.4596  
******************************************************************************  
95% critical value for the augmented Dickey-Fuller statistic = -2.9970  
LL = Maximized log-likelihood AIC = Akaike Information Criterion  
SBC = Schwarz Bayesian Criterion HQC = Hannan-Quinn Criterion 
 
Unit root tests for variable DHLTH  
The Dickey-Fuller regressions include an intercept and a linear trend  
******************************************************************************  
31 observations used in the estimation of all ADF regressions.  
Sample period from 1982 to 2012  
******************************************************************************  
Test Statistic LL AIC SBC HQC  
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DF -4.4730 9.0179 7.0476 6.1845 3.1702  
ADF(1) -3.6191 9.2253 6.1153 5.2932 3.1592  
ADF(2) -2.0436 9.2530 5.3760 7.3571 4.8754  
******************************************************************************  
95% critical value for the augmented Dickey-Fuller statistic = -3.1658  
LL = Maximized log-likelihood AIC = Akaike Information Criterion  
SBC = Schwarz Bayesian Criterion HQC = Hannan-Quinn Criterion 
 
Unit root tests for variable DLAGR  
The Dickey-Fuller regressions include an intercept but not a trend  
******************************************************************************  
31 observations used in the estimation of all ADF regressions.  
Sample period from 1982 to 2012  
******************************************************************************  
Test Statistic LL AIC SBC HQC  
DF -4.4120 11.5063 9.9423 10.2288 6.174  

 
ADF(1) -3.1770 10.1719 7.2037 8.1301 7.8253  
ADF(2) -2.1621 10.1256 8.7456 10.1924 9.2245  
******************************************************************************  
95% critical value for the augmented Dickey-Fuller statistic = -2.9970  
LL = Maximized log-likelihood AIC = Akaike Information Criterion  
SBC = Schwarz Bayesian Criterion HQC = Hannan-Quinn Criterion  
Unit root tests for variable DLAGR  
The Dickey-Fuller regressions include an intercept and a linear trend  
******************************************************************************  
31 observations used in the estimation of all ADF regressions.  
Sample period from 1982 to 2012  
******************************************************************************  
Test Statistic LL AIC SBC HQC  
DF -4.3123 10.1819 13.2017 9.1426 7.8124  
ADF(1) -4.1202 9.2332 12.1829 9.1442 8.2711  
ADF(2) -3.03348 11.1717 14.1881 10.3198 9.4313  
******************************************************************************  
95% critical value for the augmented Dickey-Fuller statistic = -3.1658  
LL = Maximized log-likelihood AIC = Akaike Information Criterion  
SBC = Schwarz Bayesian Criterion HQC = Hannan-Quinn Criterion  
Unit root tests for variable DLTC  
The Dickey-Fuller regressions include an intercept but not a trend  
******************************************************************************  
31 observations used in the estimation of all ADF regressions.  
Sample period from 1982 to 2012  
***************************************************************************** 
Test Statistic LL AIC SBC HQC  
DF -3.5014 -7.0479 -6.7704 -8.7129 -9.0837  
ADF(1) -4.1274 -8.7354 -8.2856 -9.7988 -8.8247  
ADF(2) -3.4119 -9.1674 -9.6674 -10.3363 -9.1955  
******************************************************************************  
95% critical value for the augmented Dickey-Fuller statistic = -2.9970  
LL = Maximized log-likelihood AIC = Akaike Information Criterion  
 
SBC = Schwarz Bayesian 
Lags interval: 1 to 2  
Likelihood  5 Percent  1 Percent  
Eigenvalue  Ratio  Critical Value  Critical Value  
0.782801  142.2202  83.17  111.10  
0.692201  122.205  62.10  85.25  
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0.582985  87.1228  40.05  71.35  
0.41271  49.50717  31.19  36.32  
0.235406  29.6025  20.42  24.15  
0.127745  10.3194  10 .62  11.92  

*(**) denotes rejection of the hypothesis at 5%(1%) 
significance level  

L.R. test indicates 4 cointegrating equation(s) at  
5% significance level  

APPENDIX 4  
Error Correction Representation for the Selected ARDL Model  
ARDL (3,0,0,3,1) selected based on Schwarz Bayesian Criterion  
*****************************************************************************  
Dependent variable is dLRGDPPC  
32 observations used for estimation from 1981 to 2012  
******************************************************************************  
Regressor Coefficient Standard Error T-Ratio [Prob]  
DLEDU .1314 .0271 4.8470[.000]  
dLHLTH .1564 .0791 1.9772[.092]  
dLAGR .3942 .1625 2.4258[.014]  
dLTC .1511 .1116 1.3529[.182]  
dLDEF -.2294 .1750 -1.3108[.191]  
dCONSTANT .1572 .1894 .82998 [.427}  
ecm(-1) -.7210 .2019 -3.5760[.001]  
******************************************************************************  
List of additional temporary variables created:  
dLRGDPPC = LRGDP-LRGDPPC(-1)  
DLEDU = LEDU -LEDU (-1)  
DLHLTH= LHLTH-LHLTH (-1)  
dLAGR =LAGR-LAGR(-1)  
dLTC = LTC-LTC(-1)  
dLDEF = LDEF-LDEF(-1)  
dCONSTANT = CONSTANT-CONSTANT(-1)  
ecm = LRGDPPC + 1.503*EDU +0.4219*HLTH +0.8830*LAGR+ 0.1793*TC -0.1695DEF-.943*CONSTANT  
******************************************************************************  
R-Squared .84311 R-Bar-Squared .8019  
S.E. of Regression 8.4521 F-stat. F (5, 26) 150.16[.00000]  
Mean of Dependent Variable 52.015 S.D. of Dependent Variable 39.1601 
 
Akaike Info. Criterion 5.2232 Schwarz Bayesian Criterion 7.2244  
DW-statistic 1.7603  
******************************************************************************  
R-Squared and R-Bar-Squared measures refer to the dependent variable  
dLRGDPPC and in cases where the error correction model is highly  
Criterion HQC = Hannan-Quinn Criterion 
Restricted, these measures could become negative 

 


