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[bookmark: _Toc82182992]ABSTRACT
The study examined the impact of Government Budget on Nigerian Economy. Specifically, it examines the impact of capital expenditure, recurrent expenditure and debt servicing on the economic growth of Nigeria. Secondary data used in the study were collated from Central Bank of Nigeria (CBN) statistical bulletins, and the National Bureau of statistics. This data was analysed using multiple regression and descriptive analysis. it was concluded that capital expenditure averagely determines the budget of the Federal Republic of Nigeria at 34.6 percent, recurrent expenditure strongly determines the budget of the Federal Republic of Nigeria at 97.5 percent, and debt servicing strongly determines the budget of the Federal Republic of Nigeria at 88.5 percent. Hence, it was recommended The Government should substantially increase the budget for capital expenditure. The federal government should significantly reduce the proportion of recurrent expenditure. This will free up a substantial part of the annual budget for development and growth of the economy. The government needs to reduce debt servicing which can only be achieved if foreign borrowings are significantly reduced.
Keywords: Budget, Expenditure, Economy. Capital expenditure, Recurrent expenditure, debt servicing, growth, Multiple regression.
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[bookmark: _Toc82182993]CHAPTER ONE
[bookmark: _Toc82182994]INTRODUCTION

1.1 [bookmark: _Toc82182995]Background to the Study 
All great economies of the world are predicated on comprehensive and wholistic fiscal planning to appropriately utilise available resources. Government aggregates its income and expenditure to serve as a framework over a specific period of time which is usually a year. This process is called budgeting while the Framework is called a budget. According to Olurakise, a budget is a plan for estimating revenue and spending for a set period of time, usually a year (Olurankise (2012). It is a reflection of the policies and programmes aimed at achieving the political and economic objectives of government. Meigs and Meigs, (2004) defined budgets as a comprehensive financial plan that lays out an organization's expected path to accomplishing its financial and operational objectives. Government budget is a vital instrument to control the economy of any nation. It directs the actions of government towards achieving its planned objectives. 
 	
Budgeting in Nigeria is structured into three categories; capital expenditure, recurrent expenditure and transfer. The capital expenditure covers major projects which involves the purchase, improvement, or maintenance of long-term assets such as the construction of roads, bridges, hospital and other projects. Recurrent expenditure covers payments on goods and services (wages and salaries, employer contributions), interest payments, and other payments not related to capital assets, subsidies. Nigeria’s budget is hinged on the country’s income which is principally the revenue from oil sales. 

An important aspect of budgeting in Nigeria is the allocation of funds for government transfers. Transfer in this context refers to funds expended on the repayment of national loans and debt. A huge percentage of the total budget is earmarked for servicing of national debt. In the recently appropriated 2021 budget, 24.5 % of the total budget was allocated to debt servicing which is almost three time more than total allocation to education and health, combined, in 2021, and is 13% higher than in 2020. This reduces the financial capacity of government to carry out capital projects that will aid economic growth. 
In recent times, budgeting in Nigeria has continued to be a source of controversy as to the modality for preparation and administration in the country due to continuous change in government and consequential change in policy and ideology. Budgetary allocation and defence have also led to conflicts between the legislature and the executive. A former minister of finance Okonjo Iweala stated in her book “Fighting Corruption is Dangerous” “they [legislators] are indispensable in the budget process and it was in that context that difficult battles took place on budget process and content” (Iweala, 2018). Such struggles led to various delays in the approval of proposed national budgets which had adverse effects on the economy caused by late implementation of fiscal plans.

Further obstacles to budget implementation in Nigeria are the age long predication of the budget on oil benchmarks which is subject to volatility as a result of inflation. The fluctuation of oil prices through the course of the fiscal year leads to budget deficits and under implementation of government budget.
[bookmark: _Toc82182996]1.2	Statement of the problem
In Nigeria, government budgets have always been a source of controversy among citizens and experts alike. Yearly budgets allocate huge sum of money to debt servicing and recurrent payments such as wages and salaries leaving little funds to the execute of capital projects that would have great effects on the economic viability of the state. More national borrowing implies more allocation to debt servicing. The dearth of industries also means the bulk of employment is done by government, this creates a huge wage burden that impacts heavily on the total budget figures.  In the proposed 2021 budget of 13.08 trillion Naira, N5.93 trillion was allocated to recurrent expenditure, debt service stands at N3.12tn, while capital expenditure for the year stands at N3.85tn (BudgIT, 2021).   It would therefore be difficult for any nation to experience progress in its economic activity if it spends more to pay debt than to build and maintain facilities that would generate more income and provide employment. 
Corruption is also a clog in the wheel of progress in the national budgetary process.
         
  Expenditures have been over bloated by the input of ghost workers in the personnel system of public offices. In a bid to stem the tide of overbloated personnel costs occasioned by advertent impute of ghost workers in the payroll of public servants by undesirable elements in the Payroll and Salaries departments of government’s Ministries Departments/Agencies (MDAs) and to reduce the cost of governance, President Jonathan’s administration introduced the Integrated Payroll and Personnel Information System (IPPIS) in 2007. There were 459 MDAs (Ministries, Departments and Agencies) on the IPPIS Platform as at June 2017. The department is responsible for processing and payment of salary to over Three hundred thousand (300,000) Federal Government Employees across the 450 MDAs. IPPIS’ aim is to enroll into the platform, all Federal Government MDAs that draws personnel cost from the Consolidated Revenue Fund. 
It was revealed that since the inception of IPPIS project in April 2007, the department has saved the Federal Government of Nigeria billions of Naira. Specifically, in June 2016, the Presidential Initiative on Continuous Audit led by Mr. Mohammed Dikwa, revealed that they discovered variances in the payroll of Federal Government’s Ministries, Departments and Agencies (MDAs) to the tune of N6.4billion monthly. (Emejulu et al. 2019).
Due to high demand for economic growth, increased capital expenditure that translates to high per capital income, high standard of living constrained by less revenue and huge debts, it is therefore imperative to understand the effect of government expenditure on economic growth. 
[bookmark: _Toc82182997]1.3	 Objectives of the Study 
While the broad objective of this study is to examine the impact of government budget on the national economy of Nigeria, the specific objectives are to: 
I. To examine the impact of capital expenditure on the economic growth of Nigeria. 
II. To examine the effect of recurrent expenditure on economic growth. 
III. To determine the impact of debt servicing on Nigerian Economy.
[bookmark: _Toc82182998]1.4	Research Questions 
The following research questions are used to drive the expected outcome of this study:
To what extent does capital expenditure affect the economic growth of the country?
 To what extent does recurrent expenditure affect economic growth? 
 What is the effect of debt servicing on Nigerian Economy?
[bookmark: _Toc81861384][bookmark: _Toc82182999]1.5 Research Hypothesis
The following null hypotheses have been adopted in order to explore the significance of this study: 
[bookmark: _Toc81906618]H01:  Capital expenditure has no significant impact on economic growth of Nigeria.

[bookmark: _Toc81906619]H02: recurrent expenditure has no significant impact on the economy of Nigeria.

[bookmark: _Toc81906620]H03: Debt servicing has no significant effect on Nigerian Economy.
[bookmark: _Toc81906621][bookmark: _Toc82183000]1.6    Significance of the Study
[bookmark: _Toc81906622]The significance of this study lies in its ability to completely examine the influence of the government budget on Nigeria's economy, as well as the reasons that contribute to its ineffectiveness non promoting economic growth. It is believed, in the final analysis that the findings and recommendation of this study shall be of immense benefit to all stakeholders in nation building and the intellectual community.
[bookmark: _Toc82183001]1.7	Scope of the study
This study covers the main components of a national budget, namely, recurrent expenditure, capital expenditure, and government transfers, in addition to the gross domestic output (GDP) of Nigeria. Relevant data will be obtained from of the statistical bulletin of the 1991 to 2020 to cover the period of study.
[bookmark: _Toc82183002]1.8	Operational Definition of Terms 
Budget: An estimate of revenue and expenditure over a specific time period (annual) put forward by the finance minister.
National Economy: A macroeconomic term referring to the total economic activity of a country's households and enterprises in the product and resource markets in a given year.
Recurrent Expenditure: Recurrent expenditure on goods and services is expenditure that does not lead to the establishment of fixed assets or the acquisition of fixed assets. It consists mainly of expenditure on wages, salaries and supplements, Consumption of fixed capital (depreciation), and procurement of goods and services.
Capital Expenditure: Capital expenditure is the money spent by the government on the development of machinery, equipment, building, health facilities, education, etc. It also includes the expenditure incurred on acquiring fixed assets like land and investment by the government that gives profits or dividend in future.
Economic growth: Economic growth refers to increase in a country’s potential Gross Domestic Product [GDP] 
GDP: This is the total market value of the goods and services produced by a country's economy during a specified period of time.
NBS: National Bureau Of Statistics



[bookmark: _Toc82183003]CHAPTER TWO
[bookmark: _Toc82183004]Literature review
[bookmark: _Toc82183005]2.0 Preamble
This chapter presents the review of related literature on this study. 
[bookmark: _Toc82183006]2.1	Conceptual Framework
[bookmark: _Toc82183007]2.1.1 Concept of Government Budget
The term ‘Budget’ originated from the word ‘budjet’, a Middle English word for the king's bag containing the money necessary for public expenditure. Budgeting as a tool for financial planning of a state evolved in two directions. At first, Parliaments sought to take control of the budget and make governments accountable for the use of resources. To ensure that budgets are properly scrutinised and not just forced on the state, democratic systems have given the power for budget approval to the parliament as way to check the executive.   Earlier budgets authorise the executive to simply spend and collect revenues. This is evident in Matei Gheorghe’s conceptualisation of the term budget to represent an estimated balance of revenue and expenditure of a country, of a local government, institution, etc., for a certain period of time” (Matei, 1994, p.246). 
In later years, the role of government in budgetary process became more complex. Government expenditure today is geared towards diverse objectives such as economic development, and social goals, or redistribution objectives. There is therefore the need for solid fiscal policies, i.e., policies concerning government revenues, expenditures, and borrowing to achieve macroeconomic stability and other government objectives. 

[bookmark: _Toc82183008]2.1.2	Capital Expenditure
According to the CBN, capital expenditure is the money spent on goods that are classified as investment goods (CBN 2011). Capital expenditure refers to government spending on building, road construction, land and housing among others (Mansouri, 2008). IMF (2010) defined capital expenditure as the spending on assets. It described capital expenditure as the purchase of long lasting items that will aid the continuous production of goods and services. Examples of such spending will be construction of roads and bridges and the building of a new hospital. 
[bookmark: _Toc82183009]2.1.3 Recurrent Expenditure
Recurrent expenditure is defined as the money spent on the purchase of goods and services, wages and salaries, operations as well as current grants and subsidies (Aigheyisi, 2013, p. 210).
[bookmark: _Toc82183010]2.1.3 Debt Servicing
Debt servicing is the repayment by a country that owes the principal and interest on a loan outstanding at maturity. In Nigeria, debt servicing has been a huge burden on the economy inhibiting its growth. Chinaemerem and Anayochukwu, (2013) defined debt servicing as the regular payment of installments of loans taken by a country from domestic and external sources.
[bookmark: _Toc82183011]2.1.4 Government Expenditure
Aigheyisi, (2013) noted that public expenditure “refers to the expenses incurred by a government for the maintenance of itself and the provision of goods and services to foster economic growth and improve the welfare of the people in the society”. Government or public expenditures could also be expressed as those expenses incurred by any government/public institution in the maintenance of herself for public good and the economy, assistance to external bodies and other countries [Obasieke 2016 in Anyanwu 1993].  

Okwo [2011] in Ajibola [2003:39] defined public expenditures as the expenses incurred by the government in the course of performing its operations. These operations include, but not limited to salaries and wages of civil and public servants, construction of roads, defence [both internal and external], maintenance of law and order, public infrastructures, school buildings, construction and rehabilitation of irrigation schemes for agricultural development, health and medicare services etc. 

Government expenditure can be structured into segments such as expenditures on administration, defence, internal securities, health, education, foreign affairs, etc. These Expenditure can be classified into two broad categories which are; capital expenditures and recurrent expenditures. While the spending on fixed assets such as roads, factories, the building of schools are classified under capital expenditure, the spending on wages and salaries of public services workers, the operational cost of running government departments are regarded as recurrent expenditures. 

Public expenditure is meant to create substantial improvement in the growth of the economy.  The construction of relevant infrastructure such as roads, rail and provision of stimulus packages to important economic actors is expected to have positive impact on economic growth. However, the effectiveness of budgeting lies in the implementation of the budget. It is not enough to make provisions for public expenditure, the actual spending of such funds on the allocated project will bring the desired benefits for growth of the national economy. Faleti and Myrick (2012)  further buttressed this point in their study where there stated that the effectiveness of a budget and its ability to fulfil its desired obligation is dependent on certain factors;  it should be well designed, effectively and efficiently implemented, adequately monitored, and ultimately, its performance should be evaluated. 

Public expenditure in Nigeria structured into recurrent expenditure and capital expenditure. Recurrent expenditure comprises of expenditure on administration. (Interest on loans and maintenance, salaries and wages) while the components of capital expenditure include government projects on the generation of the electricity, education, telecommunication, airports, roads, and other related sectors. 
The provision of public infrastructural facilities has been one of the fundamental bases for public spending. There are humongous yearly outlays for the provision and maintain of these important public infrastructures. Consequently, it is economically sensible to invest on productive activities such as relevant infrastructure than spending on consumption with no positive effect on economic growth. Among the world of scholars, the issue of impact of public expenditure on the growth of the economy has sponsored continuous debate. (Abu & Abdullahi 2010).

In Nigeria, ministries and spending agencies of the government must obtain spending authorization from the Ministry of Finance through the use of warrants, before they can incur an obligation to make expenditures, this warrant will authorize officers controlling votes to incur expenditure in line with the approved estimates subject to any reserved items. If the Appropriation Act is yet to come into operation at the beginning of the year, a provisional General Warrant may be issued to ensure continuity of the services of government at a level not exceeding those of the previous year.
     
The length of period of spending authorization is determined in functional cash flow forecast for the period when payments are anticipated. During the period of budget implantation, there are numerous opportunities for interventions and changes considering the way that authorities have a lot of discretionary ability to decide which spending ministry or agency will be granted spending authorization. 
      
Although, appropriation laws are specific and clear, the commitment phase of the expenditure process is a fertile ground for corrupt activities. The budget process in Nigeria includes budget preparation by the executive, legislative approval and implementation by the different ministry, department and parastatal of the government. This study will therefore examine the impact of government budget on the national economy of Nigeria. 
[bookmark: _Toc82183012]2.2	National Economy
The aim of a country’s budget is to steer the nation’s economy to the point of prosperity. To increase the country’s wealth and to ensure that the economy grows.  Paul James (2015) defines economy as “as a social domain that emphasize the practices, discourses, and material expressions associated with the production, use, and management of resources”.  Will Kenton (2021) defines Economy “as a large set of inter-related production, consumption, and exchange activities that aid in determining how scarce resources are allocated.”  The national economy is an aggregation of economies of its constituent unit. In the case of Nigeria it includes economy of all the 36 states of the nation including that of the FCT.  It is therefore important to note that the budgetary process also takes place in all states and critically scrutinised by the state house of assembly as obtainable with the federal government. The factors of production, capital and recurrent expenditure, consumption and exchange activities in both the federal state government and local government makes up the national economy. 
As a nation of over 200 million people, the Nigerian economy is the biggest in Africa with an estimated GDP of 442.98 billion dollars (Statista, 2020). The huge receipts from crude oil sales have been the major financier of the nation’s huge needs.  However, the large infrastructural deficit means the government has to spend more on construction of relevant infrastructure. The over reliance on the civil service for employment opportunities has also significantly increased the money spent on recurrent expenditure. The government therefore turned to borrowing to ensure that some of these obligations are met. 
Available data show that government’s total expenditure (capital and recurrent) and its components have been on the rise in the last three decades. For instance, government total recurrent expenditure increased from N4, 805.20 million in 1980 to N36,219.60million in 1990 and further to N1,589,270.00 2007. On the other hand, government capital expenditure rose from N10, 163.40 million in 1980 to N24, 048.60 million in 1990. Capital expenditure stood at N239, 450.90 million and N759, 323.00 million in 2000 and 2007 respectively. The various components of capital expenditure have risen between 1980 and 2011. These significant increase in government spending has not translated to economic growth as Nigeria is considered the poverty of the world.
[bookmark: _Toc82183013]2.3. Theoretical framework
[bookmark: _Toc82183014]	2.3.1 Income Approach
The income approach of calculating national income takes into account the income generated from the basic factors of production. These include the land, labor, capital, and organization. 
The payments made in return for participation in the production process is in the form of rent, wages, interest and profits. There are two ways to measure total income or monetary contribution to the economy (Wessels, 2012). The first one is to calculate the sum of all the incomes of each factor of production. To do so, some adjustments need to be made (i.e., in relation to corporate income taxes, dividends, undistributed corporate profits). The second is to add the income created by each business in the economy. And in addition to income accrued from these factors of production, another important component of income is mixed income. Mixed income refers to the income of the self-employed individuals, farming units, and sole proprietorships.
[bookmark: _Toc82183015]2.3.2 Expenditure approach
The Gross Domestic Product (GDP) can be determined as the value of all goods and services available for final uses and export. GDP at market prices includes net taxes on products; this is subtracted to obtain basic price GDP. This approach is an output accounting method. 
Its main aim is to find the overall output of a nation by finding the total sum of money expended. This is acceptable, because like income, the total value of all goods is equal to the total amount of money spent on goods. 
[bookmark: _Toc82183016]2.3.3 Output Approach
The output approach center’s on discovering the total output of a country by directly finding the sum value of all goods and services a nation produces. Due to the complication of the multiple stages in the production of a good or service, only the final value of a good or service is included in the total output. This prevents the error of double counting, in cases of repeatedly including the total value of a good in national output, through continuous counting in several stages of production.
[bookmark: _Toc82183017]2.3.4	Keynes Income Approach Model
The Keynesian model states the equilibrium level of national income is determined at a point where the aggregate demand curve intersects the aggregate supply curve. By definition, output equals income on each point of aggregate supply curve.
[bookmark: _Toc82183018]2.4	Empirical Review 
Ogujiuba and Ehigiamusoe (2013) evaluated the capital budget implementation in Nigeria: evidence from the 2012 capital budget.  The discoveries demonstrate 51% budget implementation of complete appropriated assets for capital uses were used as of December 31st, 2012.  The observed degree of performance is inadequate to encourage rapid economic development and reduce poverty. Some of the challenges that are responsible for the low performance include poor conceptualisation of the budget, the inadequacy of implementation plans, the non-release or late release of budgeted funds, the lack of budget performance monitoring, the lack of technical capacity among MDAs, and delays in budget passage and enactment. 
The paper suggests that Nigerian government detail a practical and solid spending plan, discharge appropriated funds in advance to Ministries, Departments, and Agencies (MDAs), and reinforce MDAs' specialized ability to use capital outlays to improve the index of capital in public expenditures. 

Jumare, Yusuf and Mohammed (2018), examined the impact of government expenditure on economic growth in Nigeria. 
The study covered the period of 1981-2014 and Ordinary Least Square (OLS) method of econometric technique and granger causality test was used. The analysis used GDP as depending variable and the independent variables are labour, human capital, physical capital, government capital expenditure and government recurrent expenditure as the independent variables. 
The result indicates that there is negative and insignificant relationship between human capital and GDP, positive but insignificant relationship between physical capital and GDP, and there is positive but insignificant relationship between government capital expenditure (GCE) and GDP. Furthermore, the result of granger causality test shows that government expenditure granger cause GDP but GDP did not granger cause government expenditure. 
The result also shows that government expenditure really do have impact on economic growth but not in a way to bring about the achievement of micro-economic objectives because the pattern of the expenditure is tilted more on recurrent expenditure then capital expenditure. 
Hence, the study suggests that; expenditure should be directed on human capital development that will provide positive and continuous economic growth. Capital expenditure should be mainly on productive economic activities and the population should exceptionally be well educated, with apprentice system that provide on-the-job training to young workers so that productivity and efficiency can be assured in all sectors to stimulate economic growth. Also, the budget should be focused on investments in capital expenditure which will yield productive returns for the economy. 

Edame and Ejue (2013) examined the budgeting role, infrastructural development and economic growth vis-a-vis the political development of Nigeria with reference to Ogoja local government area of Cross River State as the case study. To carry out the study three major hypotheses were developed to collect relevant data for the study, research questionnaires was used, the data collected helped in testing the hypotheses,
simple percentage and chi-square (x statistical tool serve as the statistical techniques used as the study methodology. In hypothesis one the calculated value was 21.09 while the table value was 31.41, the null hypothesis was accepted showing that “there is no significant relationship between budgeting and debt services in Nigeria’’. Hypotheses two the calculated value was 273.19 the null hypothesis was rejected accepting the alternate hypothesis showing that there is a significant relationship between budgeting and infrastructural development in Nigeria’’. While hypothesis three the calculated value was 273.19, the null hypothesis was equally rejected, showing that “there is a correlation between budgeting and development of sub-economic sector in Nigeria”. Based on the above findings appropriate recommendations were made that; the government should endeavor to have proper implementation on the budget with regards to infrastructural development mostly at the grass root level; the government budgeting policies should positively impact on the sub-economic sector, which encompassing is the security and the heartbeat of any nation, showing that the government of the day promotes political development. 
Aladejare (2013) examined the relationships and dynamic interactions between government capital and recurrent expenditures and economic growth in Nigeria over the period 1961 to 2010. Gross Domestic Product (GDP) was used as a proxy for economic growth in the study. The analytical technique of Vector Error Correction Model and Granger Causality were exploited. Based on the result findings, it is evident that the Wagnerian and Rostow-Musgrave hypothesis were applicable to the relationship between the fiscal variables used in this study in Nigeria. The study therefore recommended among others that: there should be effective channeling of public funds to productive activities, which will have a significant impact on economic growth; there should be joint partnership between the government and the private sector in providing essential infrastructural services that will promote economic growth and development, etc. 
Olurankise defines Budget as a “framework for revenue and expenditure outlays over a specified period usually one year.” (Olurankise (2012).  Omolehinwa (2003) viewed Budget “as the plan of dominant individuals in an organization expressed in monetary terms and subject to the constraints imposed by other participants and the environment indicating how the available resources may be utilized to achieve whatever the dominant individual agreed to be the organization’s proprieties”.
Onyinyechi, Ihendinihi, Ekwe and Azubuike (2016) carried out an empirical examination on the impact of fiscal policy on the economy of Nigeria between 1994 and 2014. The data used in this study was generated through the secondary method of data collection which included annual reports /accounts and CBN statistical bulletin (2015). The tool deployed in the analysis of gathered data is the multiple regression of ordinary least square estimation. In the model, real GDP (as dependent variable) was regressed on capital expenditure, recurrent expenditure, tax revenue and external debts. The analyzed data revealed that there was no significant relationship between capital expenditure, recurrent expenditure, tax revenue and the real GDP representing the economy.
   Nevertheless, the results also found a significant negative relationship existing between external debts and the real GDP. The findings support the Keynesian view of government active intervention in the economy using appropriate various policy instruments. It was recommended that: government should ensure that effective monetary policy is complemented with proper fiscal while maintaining the rule of law to promote stability in the Nigerian economy; and that government should prioritize the efficient management of capital expenditure and recurrent expenditure in order to raise the nation’s production capacity and speed up economic growth even as it reduces external borrowing. 
The gap in the reviewed literature is that none of the topics addressed the issues of government transfer or government budget directly. Some such as Edame & Ejue, 2013 and Onyinyechi et al, 2016 partially discussed capital expenditure and infrastructural development, and economic growth in Nigeria. This study therefore focuses on government budget with special attention on government recurrent expenditure, capital expenditure and government transfers as they affect economic growth in Nigeria.





Table2.1: Summary of The Empirical Review
	Title
	Author
	Objectives
	Methodology
	Findings

	The capital budget implementation in Nigeria: evidence from the 2012 capital budget
	Ogujiuba and Ehigiamusoe (2013) 
	To evaluate the capital budget implementation in Nigeria: evidence from the 2012 capital budget. 
	
	The discoveries demonstrate 51% budget implementation of complete appropriated assets for capital uses were used as of December 31st, 2012.  

	The impact of government expenditure on economic growth in Nigeria. 
	Jumare, Yusuf and Mohammed (2018)
	To examine the impact of government expenditure on economic growth in Nigeria. 
 
	Ordinary Least Square (OLS) method 
	The result indicates that there is negative and insignificant relationship between human capital and GDP, positive but insignificant relationship between physical capital and GDP, and there is positive but insignificant relationship between government capital expenditure (GCE) and GDP. 

	The budgeting role, infrastructural development and economic growth vis-a-vis the political development of Nigeria with reference to Ogoja local government area of Cross River State as the case study.
	Edame and Ejue (2013) 
	To examine the budgeting role, infrastructural development and economic growth vis-a-vis the political development of Nigeria with reference to Ogoja local government area of Cross River State as the case study. 
	Chi square
	The null hypothesis was accepted showing that there is no significant relationship between budgeting and debt services in Nigeria’



	Title
	Author
	Objectives
	Methodology
	Findings

	The relationships and dynamic interactions between government capital and recurrent expenditures and economic growth in Nigeria over the period 1961 to 2010 
	Aladejare (2013) 
	To understand the relationships and dynamic interactions between government capital and recurrent expenditures and economic growth in Nigeria over the period 1961 to 2010. 
	Vector Error Correction Model and Granger Causality 
	 It is evident that the Wagnerian and Rostow-Musgrave hypothesis were applicable to the relationship between the fiscal variables used in this study in Nigeria.

	The impact of fiscal policy on the economy of Nigeria between 1994 and 2014. 
	Onyinyechi, Ihendinihi, Ekwe and Azubuike (2016)
	To evaluate the impact of fiscal policy on the economy of Nigeria between 1994 and 2014. 
	Multiple regression of ordinary least square estimation 
	The study revealed that there was no significant relationship between capital expenditure, recurrent expenditure, tax revenue and the real GDP representing the economy.






CHAPTER THREE
[bookmark: _Toc82183019]RESEARCH METHODOLOGY

[bookmark: _Toc82183020] 3.1	Research Design 
To empirically examine the impact of government expenditure on the Nigerian econom,. this study adopts the ex-post facto research design based on time series data obtained from CBN’s statistical bulletin and NBS’ Annual publication.  The researcher subjected the data collected to descriptive analysis, Anova, and multiple regression analysis to establish the relationship between the dependent and the independent variables.
[bookmark: _Toc82183021]3.2.	Population of the Study
The population of the study comprises of the total federal government expenditure, and the gross domestic product as captured by the CBN bulletin and NBS quarterly publication for the periods between 1991 and 2020. 
[bookmark: _Toc82183022]3.3.	Sample size 
The sample size consists of capital expenditure, recurrent expenditure and Debt servicing during the period under review. 
[bookmark: _Toc82183023]3.4	 Source of Data 
These variables consist of Gross Domestic Product (GDP), recurrent expenditure (REX) capital expenditure (CAPX) and debt servicing expenditure for the period of 30 years and are defined in our model specification. All the variables were sourced from the National Bureau of Statistics for a period of 30 years from 1991-2020. And are all expressed in million Naira. 

[bookmark: _Toc82183024]3.5	 Model Specification
This study is aimed at establishing the dynamic properties of the relationship between government expenditure and GDP in Nigeria over the years (1991-2020).  The functional form, on which our model was based, employed a multiple regression equation in the analysis of this work. 
In an attempt to capture our essence of this study, and based on previous studies, the Gross Domestic Product (GDP), Government recurrent expenditure (REX), capital expenditure (CAPX) was used to formulate our model. Thus, the model is represented in a functional form as shown below: 
GDP= f(Capx, Rex, Ds)…………..(1)
GDP=1 + β1Capxt+β2Rex+β3Dst+ɛt…………(2)
Where;
GDPt = Gross Domestic Product at time t
ni= intercept/constant
CAPXt =Capital expenditure
Β1, β2,…. Β4= Parameters of the government expenditure  
REXt= Recurrent expenditure
DS= Debt servicing
ɛt= Error terms
SF= Sinking Fund
[bookmark: _Toc82183025]3.6	 Method of Data Analysis
This study adopts the SPSS version 2.0 for analysis, and the instruments are linear regression, F- test (ANOVA), coefficient of determination and coefficient of correlation. 

[bookmark: _Toc82183026]CHAPTER FOUR
[bookmark: _Toc82183027]DATA ANALYSIS, PRESENTATION AND INTERPRETATION

[bookmark: _Toc82183028]4.0INTRODUCTION 
This chapter presented the results of the statistical analysis used in this study and this is supported with their interpretation. The statistical analysis use in this study is the multiple linear Regression.
[bookmark: _Toc82183029]4.1Presentation of Data
Table 4.1(a): Recurrent Expenditure, Capital expenditure and debt servicing data for 30 years from 1991-2020.

	Year
	REX
	CAPX
	DS
	GDP

	1991
	38.2
	28.3
	26.41
	590.1

	1992
	53.0
	39.8
	19.40
	906.0

	1993
	136.7
	54.5
	81.08
	1,257.2

	1994
	90.0
	70.9
	49.40
	1,768.8

	1995
	127.6
	121.1
	51.06
	3,100.2

	1996
	124.3
	212.9
	42.96
	4,086.1

	1997
	158.6
	269.7
	68.54
	4,418.1

	1998
	178.1
	309.0
	64.39
	4,805.2

	1999
	449.7
	498.0
	30.84
	5,482.4

	2000
	461.6
	239.5
	131.05
	7,062.8

	2001
	579.3
	438.7
	155.42
	8,234.5

	2002
	696.8
	321.4
	163.81
	11,501.5

	2003
	984.3
	241.7
	363.51
	13,557.0

	2004
	1,110.8
	351.3
	382.50
	18,124.1

	2005
	1,321.3
	519.5
	394.00
	23,121.9

	2006
	1,390.2
	552.4
	249.30
	30,375.2

	2007
	1,589.3
	759.3
	213.73
	34,675.9

	2008
	2,117.4
	960.9
	381.20
	39,954.2

	2009
	2,128.0
	1,152.8
	251.79
	43,461.5

	2010
	3,109.4
	883.9
	415.66
	55,469.4

	2011
	3,314.5
	918.5
	527.18
	63,713.4

	2012
	3,325.2
	874.7
	679.30
	72,599.6

	2013
	3,681.1
	1,108.4
	828.10
	81,010.0

	2014
	3,426.9
	783.1
	941.70
	90,137.0

	2015
	3,831.9
	818.4
	1,060.38
	95,177.7

	2016
	4,160.1
	653.6
	1,426.00
	102.575.4

	2017
	4,780.0
	1,242.3
	1,823.89
	114,899.2

	2018
	5,675.2
	1,682.1
	2,161.37
	129,086.9

	2019
	6,997.2
	2,289.0
	2,454,07
	145,639.1

	2020
	8,121.6
	1,614.9
	3,265,47
	154,252.3



Source: CBN and NBS
The table above presents the Recurrent Expenditure, Capital expenditure and debt servicing data for 30 years from 1991-2020.
TABLE 4.1.(b) Descriptive Statistics: 
	Descriptive statistics
	Recurrent Expenditure
	Capital expenditure
	Debt Servicing
	GDP

	Mean
	2138.607
	863.100
	623.4827
	45365.110

	Median
	1355.750
	535.950
	307.6500
	26748.550

	Std. Dev.
	2201.3936
	1202.2711
	820.17560
	47999.5326

	Skewness
	1.136
	3.876
	1.895
	0.932

	Standard error of skewness
	0.427
	0.427
	0.427
	0.427

	Kurtosis
	0.721
	17.851
	3.160
	-0.348

	Standard error of Kurtosis
	0.833
	0.833
	0.833
	0.833

	Minimum
	38.2
	28.3
	19.40
	509.1

	Maximun
	8121.6
	6536.0
	3265.47
	154253.3

	Sum
	641158.2
	25893.0
	18705.51
	1360953.3


Source: Author’s Computation
From the above table all the mean values for the variables are positive. The mean usually called average is a mathematically computed value which gives a central value of a given data set, the mean is calculated by adding all the data values together and dividing by n; the mean value of the variables are presented as follows: Gross Domestic Product at current price (GDP) has a mean value of N45365.11 billion, the mean of recurrent expenditure (Rex) is N 2,138.607 billion, Capital Expenditure (Cex) N 863.1 billion, and Debt servicing N 623.4827 billion.
Also, the standard deviation (SD) is a measure of dispersion and gives us a way to describe where any given data value is located with respect to the mean, the SD of the variables; Gross Domestic Product at current price (GDP), recurrent expenditure (Rex), Capital Expenditure (Cex), debt servicing to be N47,999.5326 billion, N2,201.3936billion, N1,202.2711billion, and N820.1756billion. 
Furthermore, the maximum values indicate the highest point of the variables throughout the study period. The maximum value of GDP for the period of the study was N154253.3billion, while the maximum values for recurrent expenditure (Rex), Capital Expenditure (Cex), debt servicing were calculated to be: N8121.6billion, N6536.0billion, N3265.47billion, and N5787.513 billion respectively. 
The minimum values also indicate the lowest point of the variables throughout the study period. Minimum values for GDP was N509.1billion, while the minimum values for independent variables were; N38.2billion, N28.3billion, N19.40billion, that is for recurrent expenditure (Rex), Capital Expenditure (Cex), debt servicing respectively. Skewness is a measure of the asymmetry of the probability distribution of a real random variable about its mean. The skewness of all variables is positive, an indication that the distribution is skewed to the right.
[bookmark: _Toc82183030]4.2 Analysis on objective 1
Table4.2a:Model Summary of capital expenditure
	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	1
	0.607
	0.369
	0.346
	38803.3833


Source: Author’s Computation
Table 4.2.(b): ANOVA of the Predicators: (constant), Capital Expenditure
	Model
	Sum of Squares
	df
	Mean Square
	F
	Sig.

	Regression
	2.466E+10
	1
	2.466E+10
	16.374
	<.001

	Residual
	4.216E+10
	28
	1505702554
	
	

	Total
	6.681E+10
	29
	
	
	


Source: Author’s Computation
a.	Dependent variable: GDP





Table 4.2.(c): Regression of the Predicators: (constant), capital expenditure
	Model
	Unstandardised 
B
	Unstandardised 
Std.error
	Standardised coefficients Beta
	t
	Sig
	95.0% confidence interval for B

Lower bound  upper bound
	

	Constant
	24433.027
	8772.023
	
	2.785
	0.009
	6464.352
	42401.702

	Recurrent Expenditure
	24.252
	5.993
	0.607
	4.947
	<.001
	11.975
	36.529


Source: Author’s Computation
a. Dependent Variable: GDP
The regression results above shows that Capital Expenditure is averagely correlated at 60.7 percent, with economic growth of Nigeria (i.e. r = 0.607). It implies that Capital Expenditure averagely determines the budget of the Federal Republic of Nigeria at 34.6 percent. 
Hypothesis 1: Capital expenditure does not have significant effect on economic growth in Nigeria
Decision rule: Reject H0 if sig. value < 0.05, otherwise accept. 
[bookmark: _Toc82183031]



4.3 Analysis on objective 2
Table 4.3(a) Model summary of Recurrent Expenditure 
	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	1
	.988a
	0.975
	0.975
	7652.3322


Source: Author’s Computation
Table4.3.(b) ANOVA of Recurrent Expenditure
	MODEL
	Sum of squares
	df
	Mean Square
	F
	Sig.

	Regression
	6.518E+10
	3
	6.518E+10
	1112.997
	<.001

	Residual
	1639629287
	28
	58558188.83
	
	

	Total
	6.681E+10
	29
	
	
	


Source: Author’s Computation
a.	Dependent variable: GDP
Table4.3.2(c) Regression of the Predicators: (constant)Recurrent Expenditure
	Model
	Unstandardised 
B
	Unstandardised 
Std.error
	Standardised coefficients Beta
	t
	Sig
	95.0% confidence interval for B

Lower bound  upper bound
	

	Constant
	-689.698
	1964.089
	
	-0.351
	0.728
	-4712.952
	3333.556

	Recurrent Expenditure
	21.535
	0.646
	0.988
	33.362
	<.001
	20.213
	22.857


Source: Author’s Computation
a.	Dependent Variable: GDP
The analysis shows that recurrent expenditure is positively and highly correlated at 98.8 percent, with economic growth of Nigeria (i.e. r = 0.988). It implies that recurrent expenditure strongly determines the budget of the Federal Republic of Nigeria at 97.5 percent.
Hypothesis 2: Recurrent expenditure does not have significant effect on economic growth of Nigeria.
[bookmark: _Toc82183032]Decision rule: Reject H0 if sig. value < 0.05, otherwise accept. 
4.4 Analysis on objective 3 
Table4.4(a) Model summary of Debt Servicing  
	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate

	1
	.941a
	0.885
	0.881
	[bookmark: _Toc81908754]16588.1616


Source: Author’s Computation





Table4.4.(b) ANOVA of the Debt Servicing
	[bookmark: _Toc81908755]MODEL
	[bookmark: _Toc81908756]Sum of squares
	[bookmark: _Toc81908757]df
	[bookmark: _Toc81908758]Mean Square
	[bookmark: _Toc81908759]F
	[bookmark: _Toc81908760]Sig.

	[bookmark: _Toc81908761]Regression
	[bookmark: _Toc81908762]5.911E+10
	[bookmark: _Toc81908763]1
	[bookmark: _Toc81908764]5.911E+10
	214.815
	<.001

	Residual
	7704678992
	28
	275167106.9
	
	

	Total
	6.681E+10
	29
	
	
	


Source: Author’s Computation
a.	Dependent variable: GDP
Table4.4.(c) Regression of Debt servicing Predicators: (constant)Recurrent Expenditure
	Model
	Unstandardised 
B
	Unstandardised 
Std.error
	Standardised coefficients Beta
	t
	Sig
	95.0% confidence interval for B

Lower bound  upper bound
	

	Constant
	11044.912
	3828.243
	
	2.885
	0.007
	-3203.110
	18886.713

	Debt servicing
	55.046
	3.756
	0.941
	14.657
	<.001
	47.353
	62.739


Source: Author’s Computation
a.	Dependent Variable: GDP
The analysis above shows that debt servicing is positively and highly correlated at 94.1 percent, with economic growth of Nigeria (i.e. r = 0.941. It implies that debt servicing strongly determines the budget of the Federal Republic of Nigeria at 88.5 percent.
Hypothesis 2: Debt servicing does not have significant effect on economic growth of Nigeria.
Decision rule: Reject H0 if sig. value < 0.05, otherwise accept. 
[bookmark: _Toc82183033]4.5	Discussion of findings
This study examined the impact of government budget on national economy. The study analysed data collected from the annual CBN bulletin for a period of thirty years. The data generated were subjected to descriptive   and inferential analysis. 
The first finding of this study is that Capital expenditure does not have significant effect on economic growth in Nigeria. This finding conforms to the work of Emejulu et.al (2019) who revealed that capital expenditure is what drives infrastructure and industrialization of a country, however, it has not contributed significantly to economic growth of Nigeria. 
The second finding of this study reveals that recurrent expenditure does not have significant effect on economic growth in Nigeria. This correlate with the findings of Emejulu et.al (2019) who advised that mantas low and insignificant recurrent expenditure because high recurrent expenditure will not improve economic growth.  
The third finding of the study shows that debt servicing does not have significant effect on economic growth of Nigeria. This is largely due to the fact that the constant borrowing of funds to finance public budgets, as well as the obligation to service the debt has reduced financial power of the federal government to build infrastructures that will foster economic growth. As it is clearly shown in the analysis of data, debt servicing takes a huge chunk of the annual budget and strongly determines how the budget is drawn.
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CHAPTER FIVE
[bookmark: _Toc82183035]SUMMARY, CONCLUSION AND RECOMMENDATIONS

[bookmark: _Toc82183036]5.0 INTRODUCTION
This chapter presents the summary of the research findings, conclusions and recommendation on the impact of government budget on the National Economy.
[bookmark: _Toc82183037]5.1 Summary
The objective of study was to determine the impact the impact of government budget on the Nigerian economy. To achieve these objectives, three research questions and hypothesis were raised and formulated to guide this study. Literatures relevant to this study were reviewed using journals books and internet. The study adopted the ex-post facto design to analyse data that were from the CBN bulletin for a period of thirty years. This data was analysed on SPSS using descriptive, statistics and linear regression.  The finding of this study is that the national budget (capital expenditure, Recurrent expenditure, and debt servicing does not have significant effect on economic growth of Nigeria, even though they were highly correlated with the economic growth of the country.
[bookmark: _Toc82183038]5.2	Conclusion
Based on the findings of this study, the following conclusions were made:
Capital Expenditure averagely determines the budget of the Federal Republic of Nigeria at 34.6 percent. 
Recurrent expenditure strongly determines the budget of the Federal Republic of Nigeria at 97.5 percent.
Debt servicing strongly determines the budget of the Federal Republic of Nigeria at 88.5 percent.
[bookmark: _Toc82183039]5.3	Recommendation
This study recommends that
The federal government should significantly reduce the proportion of recurrent expenditure. This will free up a substantial part of the annual budget for development and growth of the economy. 
The Government should substantially increase the budget for capital expenditure. The provision of essential capital infrastructure will bolster the economy.
The government needs to reduce debt servicing which can only be achieved if foreign borrowings are significantly reduced. Debt servicing is having a huge strain on the annual budget of Nigeria. 
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