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Abstract 

The accounting profession plays a great role in ensuring that resources are 

mobilised and channel towards economic development. This paper examine the 

role placed by the accountants in economic development of Nigeria. It 

highlighted some of the challenges of economic development and the way to 

move forward. It is suggested that all hands should be on desk in other to move 

the country to the next level in terms of economic development. 
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Introduction  

Accounting plays an essential role in economic development. Accounting as a 

scientific process is about provision of financial information needed to take 

economic decisions particularly in respect of the acquisition and use of scarce 

corporate resources as well as the elimination of waste in the wealth creation 

chain. Highly quality of corporate reporting is a key to improving transparency, 

facilitating the mobilization of domestic and international investment, creating 

a sound investment environment and promoting financial stability. At the same 

time, it helps to reduce corruption and mismanagement of resources and 

strengthens international competitiveness by attracting external financing and 

taking advantages of international market opportunities.  

Economic Development has to do with innovation and improvement in the 

quality of life of the people. It is about sustained rise in the standard of living 
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of the people overtime, whether in advance or less developed countries. To 

achieve this, deliberate efforts are to be made in other to implement people 

oriented Policies that would raise their capacity to produce and earn more. This 

will manifest in the form of growth in the gross domestic product (GAP) of the 

economy, and extension improvement in the size of per capital income. When 

this occurs on a sustain basis with positive impact on the citizens and quality of 

life, development is said to have taken place. Since 1960 when Nigeria gained 

her independence, the place of economic growth and development has not yet 

meet the aspiration of founding fathers of the nation in spite of the many 

development and rolling plans that have been meticulously draw up by the 

government. Although a lot of resources have been committed to the 

development of some economic projects, the results have been dismal. In fact, 

that the Nigeria economy is presently in a quagmire, is enough evidence of the 

failure of past effort to pull the nations up by its bootstrap through the 

instrumentality of development and rolling plans. 

The basic thrust of development policies, in a less developed country like 

Nigeria is to provide as many people as possible with the means of overcoming 

the helplessness and misery arising from a lack of food, health, education, 

security of life and property which pose serious challenges to their longevity. 

Revenue distribution refers to the manner in which a government allocates, or 

distributes, natural resource revenues to different levels of government, 

institutions, or directly to citizens.  Alara (2017) declared that accounting plays 

a major role in the sustenance of economic viability, political stability and social 

harmony in any given state or nation. The reason for this obvious fact regarding 

our national development is not farfetched considering the enormous multi-

sectorial dimension of Nigerian economic activities both in the public and 

private sector. Some of the decisions of where to allocate revenues are 

fundamentally political, but economic efficiency criteria can also help 

determine how much should be allocated to which institution. Economic 

efficiency criteria consider questions of the absorptive capacity of different 

levels of government, whether individual citizens have access to the ability to 

save transfers, and how costs differ over different locations or sectors. 

Combining the economic theory with the political analysis can be challenging, 

particularly when trying to respond to the special qualities of natural resource 

revenues. For instance, allocating an appropriate percentage of revenues, 
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determined by an economic formula, to a long-term savings fund can help 

mitigate Dutch disease and improve national spending efficiency, though it can 

also starve the government of much-needed development financing. Allocating 

some revenues to subnational governments may reduce interregional income 

inequality or improve local service delivery, though the opposite can also be 

true. Allocating resource revenues directly to citizens may reduce poverty and 

improve natural resource revenue accountability, though it may also starve the 

government of revenues for public investments. Governments, with input from 

citizens, must decide how to manage risks and opportunities between these 

potential outcomes. 

1. Revenue Management Accounting and Economic Development  

The discussion about how to create that outcome from resource revenues 

mixes questions about policy, revenue distribution and management tools, 

and the political and economic impacts of different revenue management 

choices. Here are some of the major policy considerations that are often 

raised in deciding how to best manage and allocate natural resource 

revenues: 

i. Benefits across generations: This question considers how much 

revenue should benefit the current generation versus how much should 

be invested for future generations. Because natural resources are finite, 

this is a more stark policy decision than for other industries. In 

countries with low levels of education and inadequate infrastructure 

and a government capable of transforming resource revenues into 

development, immediate spending to raise economic growth and 

improve livelihoods may be wise. Where these conditions do not exist, 

a more spread-out spending plan may be appropriate. Spreading out 

spending over time may imply parking resource revenues in foreign 

assets for a short period of time. 

ii. Benefit across the nation: In addition to questions about generations, 

the government must decide who within the current population should 

benefit from the resources. Should the benefits be distributed in such a 

way that all people benefit equally, or should they be distributed in a 

manner such that some, like the poor or high potential industries, stand 

to benefit more? Also, should producing regions benefit to a greater 

degree than non-producing regions? Some of the revenue management 
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and distribution tools discussed below, such as direct distribution, tend 

to benefit the poor more relative to the rich. However, the details of 

how these projects are implemented can have undesired impacts. For 

example, if a direct distribution plan is not conditional on, for instance, 

sending children to school, the policy can spur wasteful consumption 

and starve the government of needed financing for infrastructure and 

social services. 

iii. Domestic vs. foreign investments: The end goal of extracting oil, gas 

or minerals from the ground is to increase government revenues and 

improve livelihoods through things such as better access to healthcare, 

education and electricity. The best way to do this is not necessarily by 

directly investing in domestic public services. There are three reasons 

governments may wish to invest in foreign assets, for instance, in 

overseas stocks and bonds, for a time. First, if the economy is highly 

developed, there may only be a marginal social return of investing 

inside the country, which could be less than the financial return on 

foreign investments. Second, some governments do not have the 

absorptive capacity to invest all resource revenues efficiently, because 

they lack managerial capacity or because of lack of workforce and tools 

to effectively deliver on government projects. Third, governments may 

wish to create an endowment for future generations and live off the 

interest. In these scenarios, governments may wish to park some of 

their revenues in foreign investments. 

iv. Managing volatility: Volatile resource revenues do not necessarily 

mean the government has volatile expenditures. A government can 

choose to use tools, such as the fiscal rules discussed below, to stabilize 

the amount of revenues that are spent in any given year. Alternatively 

or additionally, governments can adjust the amount the spent in capital 

expenditures versus recurrent expenditures. Capital expenditures are 

onetime allocations, such as building a new bridge. Recurrent 

expenditures are spending decisions that are likely to return each year, 

such as teacher salaries. While volatility in recurrent expenditures is 

extremely problematic, investment expenditures are inherently uneven.  

v. Growing the domestic economy: Improving the domestic economy, 

with the potential to increase jobs and tax collection, should be the goal 
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of investing natural resource revenues. One of the debates about how 

to invest is whether to invest in the enabling environment, for example, 

port infrastructure, or a specific sector, such as tourism. Another major 

question is whether to invest in local content, that is, job creation 

related to extractive industries, or economic diversification. Local 

content takes advantage of the presence of the extractive industries, 

while economic diversification reduces the reliance on the sector.  

vi. Managing expectations: As noted above, large resource revenues often 

come with large expectations for quick returns, creating risk for 

conflict or turbulent governance. Some governments respond to these 

expectations by investing in projects that provide a quick tangible 

return to citizens, such as large infrastructure projects. In some 

countries, this practice has led to wasteful spending on popular but 

often unproductive projects, such as multiple football stadiums. 

Improvements to public spending and management processes are 

another way to respond to expectation challenges. An open and 

transparent revenue management and distribution process can also aid 

the government in managing expectations. 

 

Economic development is simply a term used to refer to the economic well-

being of a country by promoting economic growth and good standard of living. 

Adams (2006) defines economic development as the elimination or reduction in 

poverty, inequally, and unemployment within a growing economy. Mansell and 

Wehn (1998) say that economic development involves economic growth, 

namely the increase in per capita income and attainment of standard of living 

equivalent to that of industrialized nations. Musgrave and Musgrave (2004) lend 

credence to the fact that the requirements for economic development in low-

income nations include those needed for consistent economic growth as 

compared with highly developed nations. In the above definitions, economic 

growth stands as a transiting phenomenon via which economic development is 

achieved. This means that there cannot be economic development without 

economic growth but there can be economic growth without economic 

development. This situation is evidenced in so many less developed countries 

(LDCs) like Nigeria. Economic growth is the increase in real GDP and this 

study considers it as economic development indicator. 
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 Almost every segment of any society needs and uses financial information, 

directly and indirectly. Accounting provides the essential information for 

financial planning and control. With the fairly increase in commercial activities 

and industrialisation of the Nigeria, attention should also be focused on the role 

of Accounting in the economic development.   Even though, most individuals 

and governments, as well as international economic organization, recognize the 

need for capital and its efficient utilization for achieving rapid industrialization 

and little attention has been given to the potential contribution of accounting 

toward the fulfilment of economic development plan (Sione, 1996).  Economic 

development is a policy intervention targeted at the economic and social well-

being of people (Salmon Valley Business Innovation Centre, 2014). It is 

concerned on improving the quality of people’s life, introduction of new goods 

and services using modern technological, mitigation of risk and dynamics of 

innovation and entrepreneurship (Hadji michael, Kemenyy  & Lanahan, 

2014).). 

The objective of economic development is to create an enabling environment 

for local communities and regions to develop new ways of production of goods 

in such quantities that may lead to exportation to other countries. Availability 

of financial resources from exportation leads to more investment in 

infrastructure for the benefit of the society and improvement in living conditions 

of the people in the various sectors. Bernard (2009) affirmed that, the economic 

development must lead to a growth of peoples’ welfare   as a result of the 

combined and planned actions of the government, the private sector and 

community. 

 

 

Roles of Accounting In Economic Development  

i. Economic Planning: Accurate and reliable information is necessary for 

successful planning and controlling economic activities of country. 

Accounting helps an economy to plan how to mobilize its resources 

because it conducts feasibility studies and reports from the feasibility 

reports in which planning enable an economy to achieve the threes of 

economy, effectiveness and efficiency 

ii. Investment Appraisal Function: Investment appraisal is the process of 

evaluating an investment opportunity in the face of both financial and 

other non-financial factors in order to determine the worthwhileness of the 

investment opportunity and Accounting plays an important role in this 

aspect by providing information about the affairs of the business. 

iii. Preparation of Financial Statements: Accounting makes it possible for 

business owners to strive even if they are not present. This is made possible 
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by the entity concept in accounting which separate business from the 

owners. The only way that owners of businesses can monitor what is 

happening in their businesses is to have a representation of activities 

through the financial statements of the company.  

iv. Cost Savings: Costs must be minimized for the economy to grow and 

develop. It is the main role of accountants to lead the park of cost savers. 

Knowledge acquired from cost and management accounting is the most 

powerful tool that accountants need to give management the best advice 

on cost saving. Accounting helps the economy to operate at optimum level. 

This is because accountants ensure that resources is obtained economically 

and used effectively and efficiently. 

v. Fraud Prevention: For economic development to take place in an 

environment where misappropriations and embezzlement is all we hear in 

the news on the daily basis. Meanwhile, the Accountants are trained to be 

at the front seat in the fight against fraud in our time. 

vi. National Income and Budget Preparation: Accounting helps the economy 

to prepare the national income and national budget. Without accounting, a 

nation will not be able to ascertain the quantum of productive activities 

going on in the economy. 

vii. Financial Services: The Accountant renders financial services to business 

owners and the community at large. The financial institutions need reliable 

and accurate financial information in order to effectively assess the 

investor’s ability to pay back loan based on the performance of the 

investor’s business operation. 

viii. Adequate Return and Reward: Accounting helps to ensure adequate 

reward and returns are produced from the activities of an economy. This 

reward and economy will not only be produced but must be equally seen 

by the stakeholders. 

 

Challenges of Economic Development in Nigeria 

i. Over dependence on crude oil: One of the major challenge of economic 

development is over dependence on crude oil as a major source of 

revenue for the government. With the present fall in the prices of crude 

oil, it becomes very difficult for government to finance the nation’s 

budget comfortably and to live up to expectations of the masses.  

ii. Lack of economic policy direction: Lack of robust economic policy 

directions on the part of government has affected economic 

development in Nigeria. Every government is suppose have good policy 

direction that will keep the economy on the path of sustained growth. It 

is like compass that guide every administration. Absence of robust 
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economic policy would halt economic activities, scare investors and 

affect the Gross Domestic Product (GDP), the Gross National Product 

(GNP), Per Capita Income, Inflationary trend, Interest Rate, Exchange 

Rate, Balance of Trade and Balance of Payment. 

iii. Level of corruption: Another challenge of economic development in the 

country is the level of corruptions and greediness among Nigerians. 

Corruption has eaten deep into the nation’s fabric. Nigeria has at various 

time been rated as number 25th most corrupt country in the world. 

(Transparency international 2020 rating). Corruption has taken over the 

whole arms of government, i.e. the executive, legislature and the 

judiciary. Report by the World Bank and transparency International 

report states that poor countries loose USS1 trillion a year to corruption. 

According to Sanusi 2015, Nigeria loses $1 billion (over N260 billion) 

Monthly through corruptions.  

iv. Violence and oil pipeline vandalization: This issue present another 

unique economic challenges in the country. Today, there are lots of 

politically motivated and terrorism violence activities. There are the 

Boko Haram saga in the North East which has rendered the north east 

economy to stand still. Reports also indicate that people have died and 

are still dying   as a result of the activities of Boko Haram while others 

are in piteous situations. Governments spending in terms of arms and 

ammunition and relief materials have soared over the period. The 

killings and abductions for ransom by the Fulani herdsmen all over the 

country currently has taken a dangerous dimension. In the south south, 

there are the Niger Delta Avengers and Movement for Emancipation of 

the Niger Delta (MEND) who have rendered havoc ranging from 

vandalization of oil pipe line to kidnapping of oil workers in the Niger 

Delta region.  Pressure group like Independent People of Biafra (IPOB) 

is gradually becoming a source of concern in the South East. These 

combine together threaten the peace and unity of the country and 

economic development activities.  

v. Lack of adherence to ethics and corporate governance code: In the 

banking sector, insider abuses, non-adherence to corporate governance 

code, too many non- performing loans, fictitious assets in the balance 

sheet, in extensive disclosure of business risk areas, creative accounting 

and other related corrupt practices have been a challenge to economic 

development. The capital market is not left out as there has been 

evidence of round tripping and other corrupt practices which have led to 

the crashes of share prices and the economic meltdown.  
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Way Forward 

i. Economic Diversification: Diversify the economy and make agricultural 

practice the main stay of the economy as it used to be. We should go 

back to the old day’s system and invest our energy in the production of 

agricultural products such as rice, palm oil, groundnut, cocoa etc. The 

initiative taken by Federal Government by launching agriculture road 

map – “The Green Alternative” is a good step. This time around, 

mechanical agriculture would attract youth to the system instead of the 

manual method we were used to. The funding of Bank of Agriculture is 

also commendable, the medium through which money reach the 

farmers. To sustain the programme, supervision of the farm land and 

progress report is necessary from those that got assistance from the 

government, otherwise it will fall back like the old saying that 

government money is not people’s money. We were the biggest exporter 

of palm oil produce before now, Malasia, for instance came to us for it, 

but today, they are the world largest exporter of the product. Nigeria 

frankly speaking is endowed with abundant natural resources, but non-

commitment to harnessing and utilizing these natural resources is one 

major problem. We are not suppose in any way to be a poor country in 

terms of per capita income and so on. We have to change the status quo 

and embrace progressive agriculture that is income generating. 

ii. Zero tolerance to corruption:  In order to fight corruption, Nigeria must 

build up a zero tolerance for corruption, strengthen rule of law that will 

provide dead penalty for offenders. The various anti-graft agencies in 

Nigeria should institute strong laws against corruption. They should also 

be independent bodies different from the executives and desist from 

being used as tools for vendetta. Corruption can be beaten if we work 

together.  

iii. The Federal government should come up with a formidable economic 

policy that would arrest the continuous decline in the economy of the 

nation to forestall the present hardship been experienced in the country. 

This could be done using the two tools of fiscal policy and monetary 

policy appropriately. Restricting and controlling of foreign exchange. 

i.e the means of paying for international transactions. Undertake the 

revival of the country’s productive capacity- encourage manufacturing 

sectors, adequate funding of the education sector and so on. Widen 

government revenue potential. 

iv. Nigerians should look beyond ethnicity to move the economy forward. 

Unity and peace should be our watchword at all time. This is because 

economic prosperity triumph more in peaceful environment. 
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Government should wake to their sole responsibility of securing life and 

properties of citizens. Militant groups should lay down their arms and 

embrace peace for the interest of the nation. The task of economic 

building should be our collective responsibility. We should always have 

a team spirit because together each achieve more.  

v. Adherence to code of ethics and corporate governance code. 

Accountants and auditors to adhere to ethical conducts while 

discharging their responsibilities. Organizations should also observe 

governance code in their activities 

vi. Training of staff: staff training should be paramount to enable staff meet 

up with new developments in professional work. 

vii. Embracing new technology: Government and private sectors should 

embrace technology which has high efficiency. 

 

Conclusion  

Accounting does not only contributes directly at the economic development of 

a country but also sustains the national economic planning by providing data 

and specific instruments. Hoarau and Teller (2001) stated  that the accounting 

must be oriented towards “substantial value", that is to say integrating resources 

that ensure long term  development  potential  of   economic entities   and  their  

environment,  not only towards "shareholder value". 

 

References 
Adams, R. A. (2006). Public sector accounting and finance. Lagos, Nigeria: Corporate    

Publishers Ventures. 

Alara .O. (2017), the role of Accounting in National Development, Unpublished Article 

Bernard C. (2009) Encycolpédie de Comptabilité, Controle de Gestion et Audit, Paris:    

Ed.Economica; a ete president des jorys du I( I) 657-668 

  Mansell, R., Wehn, U. (1998). Knowledge societies: Information technology for sustainable 

development. New York, NY: Oxford University Press. 

Musgrave, R., Musgrave, P. B. (2004). Public finance in theory and practice (5th ed.). New 

Delhi, India: Tata McGraw-Hill Education Private Limited. 

Sione L.T (1996) the Role of Accounting in the Developing Economy of the Kingdom of 

Tonga. Unpublished Phd Thesis in Department of Accounting and Finance of University 

of Wollomgong. New South Wales, 

Salmon Valley Business Innovation Centre, (2014). What is economic 

development?Available from www.subic.com/node/2.accessed 6/11/2017 

Hadjimichael, F.M., Kemenyy T and . Lanahan, L ( 2014). Economic Development: 

Definition and Model for Investment. Available from http://www.edu.gov/tool 

accessed4/10/2017 

 

  

http://www.subic.com/node/2.accessed%206/11/2017
http://www.edu.gov/tool%20accessed4/10/2017
http://www.edu.gov/tool%20accessed4/10/2017

