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Abstract

This study investigates the relationship between government recurrent ex-
penditures and economic growth in Nigeria for 18 years: 1999-2016. In doing
this, the paper disaggregated government current expenditures into five cat-
egories used as explanatory variables. The estimated result showed that in-
fluence of government expenditures on national assembly, pensions and gra-
tuities had insignificant effect on economic growth. However, total govern-
ment expenditures on administration and public debt servicing had a positive
and significant effect on economic growth. Also the study revealed that total
government expenditures on transfers had insignificant effect on economic
growth. Study therefore recommends that annual government recurrent ex-
penditures on administration and public debt servicing should be sustained
as they led to economic growth, but that all leakages arising from such
spending should be blocked in order to achieve an enhanced growth.

Keywords

Government Recurrent Expenditures, Economic Growth, National Assembly,
Public Debt Servicing, Pensions and Gratuities, Administration, Transfers

1. Introduction

1.1. Background to the Study

In the views of the Keynesians, government has a role to play in achieving eco-
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nomic growth among nations of the world. This is against the backdrop that the
government has the primary responsibility of providing public goods which the
private sector may not have the capacity to provide such as roads, security, elec-
tricity, hospitals etc. [1] [2]. Nevertheless, government expenditure in the Key-
nesians ideology tends to acknowledge the effective contribution of government
capital expenditure towards achieving economic growth rather than government
recurrent expenditure [3] [4]. Therefore, one tends to wonder whether govern-
ment recurrent expenditures actually matter.

In Nigeria, government recurrent expenditures have continued to rise espe-
cially since the inception of the democratic era in Nigeria that began in 1999.
Available data showed that government recurrent expenditure was a mere
N449.66 billion in 1999 and increased steadily reaching N984.30 billion in 2003
[5]. In 2004, it went higher reaching an estimated N1.11 trillion and this upward
trend has continued with government recurrent expenditure reaching a whop-
ping N2.12 trillion in 2008 [5]. From an estimated N2.13 trillion in 2009, gov-
ernment recurrent expenditure in Nigeria rose to a staggering N3.33 trillion in
2012. There was a slight downward trend in 2013 when government expenditure
decreased to N3.21 trillion but this was quickly reversed as government recur-
rent expenditure steadily increased reaching an estimated high value of N4.18
trillion in 2016 [5]. The ever-increasing government recurrent expenditures in
Nigeria has attracted lots of complaints and criticisms from the Nigerian popu-
lace who argued that the government was wasteful and that the much they spent
on servicing recurrent components of government should have been channeled
to capital projects [6] [7]. The impression being created by this argument is that
recurrent expenditure does not increase economic growth in Nigeria. Thus, this
study is coming on the heels of this argument and the need to empirically inves-
tigate the veracity or otherwise of this assertion. By the time the study is com-

pleted the researchers shall be able to ascertain which way forward.

1.2. Statement of the Problem

With the enthronement of democracy in Nigeria came the persistent increase in
national Assembly recurrent expenditure. This has attracted so much attacks
from those outside the confines of the national assembly who have argued that
increased spending on things such as payment of wardrobe allowances to mem-
bers of the national assembly, buying of new cars for members almost on yearly
basis, payment for sitting allowance to members per sitting, increase in salaries
of members and other financial benefits will only rip the nation off her hard
earned resources thereby retarding economic growth of the nation [8].

Nigeria’s domestic and foreign debts have continued to increase over the years
with every civilian administration justifying why it must borrow. Painfully, ser-
vicing of these debts eat deeply into the nation’s treasury. This is because as in-
terest rate attached to these loans increases, more funds are deployed to service
these debts with the resultant effect being a fall in government investment in

such things as provision and maintenance of public infrastructures, education,
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health, etc. As government fails to provide the needed infrastructures, economic
activities suffered, productivity is adversely affected thereby reducing economic
growth [9].

Previous studies had been carried out on the relationship between govern-
ment spending and economic growth in Nigeria. For instance, Kareem et al
[10]; Ukwureze [11]; Njoku ef al [12]; Omo and Bashir [13]; Ogbuagu and Ek-
penyong [14]; Shuaib et al [15]; Udoffia and Godson [16]; Olayemi [17]; Obia-
lor [18]; Nwankwo et al [19]; Nwoha et al [20] and others. They had varying
results and findings on the effect of government expenditures on economic
growth in Nigeria had been a mixed bag. In all the previous studies consulted,
government expenditure was broadly categorized into recurrent expenditure and
capital expenditures and their effects on economic growth were clearly deter-
mined. Even when the studies disaggregated government expenditure into
spending on health, education etc; these studies also failed to establish whether
such spending was done in the recurrent or capital side since both recurrent and
capital government expenditures were made up of spending in health, education
and the likes. With these past studies, it was empirically difficult to determine
which side of government spending resulted in economic growth thereby creat-
ing a gap in literature on the Nigerian studies. As a matter of fact, most past stu-
dies have centered mainly on public expenditure with minimal works were yet
doe on government recurrent expenditure in particular, thereby necessitating
the need for the present study. As a matter of fact, most past studies are centred
mainly on public expenditures with minimally works yet to be done on govern-
ment recurrent expenditures in particular thereby necessitating the need for the
present study. To fill this gap, this study would lay emphasis on the recurrent
side of government expenditures and disaggregate it into government recurrent
expenditures of the national assembly, government recurrent expenditures of
public debt servicing, government recurrent expenditures of pensions and gratu-
ities, government recurrent expenditures of administration and government re-
current expenditures of transfers, etc. By the time this study is concluded the re-
searchers shall be in a position to ascertain which way forward on the relation-
ship between government recurrent expenditures and or degree of their associa-

tion in Nigeria toward growth of the domestic economy.

1.3. Research Contributions

The broad objective of the present study is to examine the relationship between
government recurrent expenditure and economic growth in Nigeria. Specifically,
the objective of the study is fivefold which is out to investigate impact of gov-
ernment expenditures of national assembly, public debt servicing, pension and
gratuities, administration and transfers on the domestic economy.

In line with the above specified research objectives, the study is aimed at pro-
viding answers to these composite research questions: to what extent or degree
have government recurrent expenditures of national assembly, public debt ser-

vicing, pension and gratuities, administration and transfers impacted on the
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economy of Nigeria.

Finally, the paper at this point hypothesize that government recurrent ex-
penditures of national assembly, public debt servicing, pension and gratuities,
administration and transfers do not have a positive and significant impact on the

domestic economy of Nigeria.

2. Review of Related Literature
2.1. The Review

In the literature review for this study some relevant variables for the study have
been conceptualized among which are named and conceptually discussed he-

reunder:

2.1.1. Concept of Government Expenditure

Government expenditure has been given various meanings depending on whether
one considers it in terms of its recurrent nature, its capital nature and/or criteria
for government spending. Okoro [21] opined that government expenditure was
borne out of revenue allocation and as a way of redistributing wealth amongst its
citizens. Okoro [21] further argued that government expenditure offers the plat-
form for the different tiers of government to dispose its responsibilities to its
subjects. By and large, Okoro [21] defined government expenditure as the value
of goods and services provided through the public sector. Nwaeze et al. [22] saw
government expenditure as those spending of government made for its own
maintenance, societal benefits, and economic benefits and even for the benefit of
other countries. Interestingly, Njoku et al. [12], conceptualized government ex-
penditure as spending that the government made from revenues it derived from
taxes and other sources. No wonder, Campodpnico et al [23] stated that gov-
ernment expenditure included those expenditures made by government in order
to influence economic growth, poverty and income distribution. In the views of
Ewubare and Eyitope [24] government expenditure refers to the main instru-
ment at the disposal of government (both in developed and developing coun-

tries) needed to usher in better standard of living for its citizens.

2.1.2. Concept of Recurrent Expenditure

Unlike capital expenditure in which the purchase of goods and services is done
with the hope of adding value or increasing productivity, recurrent expenditures
are those expenditures on goods and services which do not lead to creation or
acquisition of fixed assets. Rather, it is mainly expenditures made for the day-to-
day running of a firm or government establishments that cover ministries, de-
partments and agencies (MDAs) as they are called in Nigeria. To this extent, re-
current expenditures include expenditures made for payment of overheads, sala-
ries, interest payments, subsidies, transfers, pensions and gratuities, etc. It is of-
ten argued that the purpose of recurrent expenditure is to maintain a company’s
or government’s ability to operate. Little wonder, recurrent expenditure is of a

continuous nature unlike the one-off nature of most capital expenditures [25].
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As a matter of fact, maintaining adequate government recurrent expenditures is
as good as saying that there exists adequate liquidity for the government agen-

cies, departments and ministries to run or function without interruptions.

2.1.3. Concept of Economic Growth

Economic growth could be broadly referred to as an increase in total value of
goods and services produced in a country on annual basis [22]. In relative and
absolute terms, economic growth could be conceptualized as an increase in gross
domestic product (GDP), gross national product (GNP) and national income
(NI). Thus, economic growth represents an increase in the size of national
economies especially the gross domestic product per capita (GDP per capita) of
individuals living in that country. Based on the foregoing, IMF [26], classified
economic growth as positive, negative and zero depending on the experiences of
nations. For instance, positive economic growth occurs when national annual
average macroeconomic indicators exceed the average growth of the national
population growth. Conversely, a negative economic growth arises when the na-
tional annual average growth of macroeconomic indicators is less than the
growth of the national population growth. Zero economic growth could occur
when the growth of annual macroeconomic indicators is equal to the growth of
the national population. In another sphere, economic growth is classified as ei-
ther intensive or extensive. Economic growth is classified as intensive when an
increase in economic growth is caused by more efficient use of inputs such as
labour, physical capital, energy or materials. Nevertheless, extensive economic
growth could occur when an increase in national growth is caused only by in-

crease in the amount of inputs available for use [27].

2.2. Theoretical Framework for the Study

Two theories of government (public) expenditures have been reviewed in this
study namely the Keynesian theory and Wagner’s theory.

2.2.1. Keynesian Theory

The Keynesian theory of government expenditure was postulated by a British
economist John Maynard Keynes and became popularized during the great de-
pression in the 1930s. The Keynesian theory is premised on four major assump-
tions and these assumptions distinguished the Keynesian school of thought from
others. The assumptions include: 1) government has a role in the economy, 2)
self-regulatory mechanism of the free-market economy fails, 3) use of fiscal poli-
cies to boost the economy, and 4) Causality runs from government expenditure

to economic growth [28].

2.2.2. Wagner’s Theory

The Wagner’ theory or hypothesis was postulated by Adolf Wagner, a German
political economist in 1839. It is a theory that explains the trend in the growth of
public expenditure and argues that a cause and effect nexus exists between

growth of an industrializing nation and growth of public (government) expend-
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iture. Wagner’s theory has its foundational argument on the premise that public
expenditure was as a result of growth in the economy of industrialized nations.
As the economy grows, it is expected that government expenditure will increase.
According to the theory, as per capita income and output of industrializing
countries increase, public (government) expenditures will also increase as a

proportion of total economic activity.

2.3. Empirical Literature

Nworji and Oluwalaiye [29] investigated the impact of government spending on
economic growth in Nigeria for the period 1980 to 2009. The study adopted
government expenditures on road infrastructure, defense, transportation and
communication and inflation rate as the independent variables. Gross domestic
product served as the dependent variable. Ordinary least squares (OLS) multiple
regression technique was used and findings showed that government expendi-
ture on transport and communication had a positive and significant effect on
economic growth in Nigeria. More so, the study showed that government ex-
penditure on defence had a positive and significant impact on economic growth
while inflation rate had a positive and insignificant impact on economic growth
in Nigeria.

Adewara and Oloni [30] examined the effect of public expenditure on eco-
nomic growth in Nigeria for the period 1980 to 2011. The study adopted gov-
ernment expenditures on health, education, defense, investment, agriculture,
water and transportation as proxies for public expenditure. The study used vec-
tor autoregression (VAR) as its methodology and findings showed that govern-
ment expenditure on agriculture and transportation had positive and significant
impact on economic growth. However, health, education, defense, investment,
and water expenditures had negative and significant impact on economic growth
in Nigeria.

Ogbulu and Torbira [31] empirically investigated the relationship between
budgetary operations and economic growth in Nigeria from 1972 to 2008. The
study adopted oil revenue, non-oil revenue, administrative expenditure, eco-
nomic expenditure, social expenditure and transfer expenditure as proxies for
budgetary operations while gross domestic product was the proxy for economic
growth. The study used Augmented Dickey-Fuller test, Johansen cointegration
test and error correction mechanism (ECM) as empirical tools of analysis. Find-
ings showed that transfer expenditure had a positive and significant effect on
economic growth while oil revenue had a negative and insignificant impact on
economic growth. However, non-oil revenue and government expenditure on
administration had positive and insignificant impact on economic growth whe-
reas economic expenditure and social expenditure had a negative and insignifi-
cant impact on economic growth of Nigeria.

Dada [32] analyzed the effects of government expenditure on private con-
sumption and output growth in Nigeria for the period 1961 to 2010. The study

disaggregated government expenditure into government expenditure on admin-
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istration, education and health, agriculture, construction, transport and com-
munication and social security. Descriptive analysis, unit root test, cointegration
test and error correction mechanism (ECM) were performed. Findings showed
that government expenditure had a positive and significant impact on both pri-
vate consumption and economic growth in Nigeria especially in the long run. To
this extent, the study argued that government expenditure on education and
health, and social security had a crowding-in effect on private consumption.
Thus, government expenditure on education and health and social security in-
creased private consumption. However, government expenditure on administra-
tion, construction, agriculture, transport and communication had a crowd-
ing-out effect showing that they decreased private consumption in Nigeria.

Okoro [21] examined the nexus between government expenditure and eco-
nomic growth in Nigeria for the period 1980 to 2011. Real gross domestic prod-
uct was adopted as proxy for economic growth while government capital ex-
penditure and government recurrent expenditure were proxies for government
expenditure. Unit root test, Granger-causality test, cointegration test and error
correction mechanism (ECM) were employed as analytical tools. The study re-
vealed that government capital expenditure had a negative and insignificant im-
pact on economic growth in Nigeria while government recurrent expenditure
had a positive and significant impact on economic growth in Nigeria.

Kareem et al. [10] conducted an investigation on the impact of public sector
spending on economic growth of Nigeria for the period 1960 to 2010. The ag-
gregated analysis adopted government capital expenditure and government re-
current expenditure as the independent variables while the disaggregated analy-
sis adopted government expenditures on agriculture, administration, industry,
social and community services, economic service, health, transport, industry,
education and services sector as the independent variables. The study employed
the unit root test, cointegration test and ordinary least squares (OLS) multiple
regression technique in its analysis. Findings showed that government capital
expenditure had a negative and significant impact on economic growth while
government recurrent expenditure had a positive and significant impact on
economic growth in Nigeria. The study also revealed that government expendi-
ture on agriculture, government expenditure on industry and government ex-
penditure on the services sector had a positive and significant impact on eco-
nomic growth. However, government expenditure on administration, social and
community services and government expenditure on health had negative and
significant impact on economic growth. Finally, government expenditure on
transport and education had a positive but insignificant impact on economic
growth.

Njoku et al [12] investigated the relationship between public expenditure and
economic growth in Nigeria for the period 1983 to 2012. Health, education, de-
fense, agriculture and transport and communication expenditures were adopted
as proxies for public expenditure while gross domestic product served as proxy

for economic growth. The study employed ADF unit root test, Johansen cointe-
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gration test and Granger-causality test as the empirical tools. Findings showed
that there existed a bi-directional relationship between government expenditure
on agriculture and gross domestic product. Government expenditure on agri-
culture drove economic growth and at the same time economic growth drove
government expenditure on agriculture in Nigeria. However, the study revealed
that unidirectional relationship existed between defense expenditure and GDP
with the flow of causation running from GDP to government expenditure on
defense.

Omo and Bashir [13], considered the relationship between oil revenue, public
spending and economic growth in Nigeria for the period 1980 to 2015. Oil rev-
enue and government expenditure were the independent variables while real
gross domestic product was the dependent variable. Unit root test, cointegration
test, Granger-Causality test and error correction mechanism (ECM) were used
as the analytical tools. Findings showed that oil revenue drove level of economic
growth and government spending. However, the study showed that there was no
relationship between government spending and growth in Nigeria. Hence, gov-
ernment spending did not drive economic growth and economic growth did not
drive government spending. Finally, the study showed that oil revenue had a
positive and significant impact on economic growth while public spending had a
positive and weak significant impact on economic growth.

Ogbuagu and Ekpenyong [14] looked at the impact of the components of
public expenditure on economic growth in Nigeria from 1970 to 2014. Recurrent
expenditure, capital expenditure, net exports, inflation rate and gross national
savings served as the independent variables while gross domestic product served
as the dependent variable. Unit root test, Toda-Yamamoto causality test and au-
to-regression distributive lag (ARDL) technique were used as analytical tools.
Findings showed that recurrent expenditure had a positive and significant im-
pact on economic growth both in the short run and long run. However, the
study showed that capital expenditure had no short run effect on economic
growth but rather exhibited a negative significant effect on economic growth
only in the long run. National savings had negative and significant impact on
economic growth in the short run but a positive and significant effect in the long
run. Finally, the study revealed that net exports had a negative impact on eco-
nomic growth in Nigeria.

Ojonugwa et al. [33] examined the relationship between government expend-
iture and economic growth in Nigeria for the period 1970 to 2010. Recurrent
expenditure and capital expenditure were adopted as proxies for government
expenditure while real gross domestic product was proxy for economic growth.
Unit root test, cointegration test, Pair-wise cointegration test and Granger-cau-
sality test were empirical tools used in the analysis. The study showed that both
capital expenditure and recurrent expenditure had a positive and significant re-
lationship with economic growth in the long run. Recurrent expenditure exhi-
bited a positive and significant relationship with economic growth in the short

run while capital expenditure had a negative but significant relationship with
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economic growth in the short run. The Pair-wise Granger-causality test showed
that there was a unidirectional causality running from economic growth to both
capital and recurrent expenditures showing that economic growth determined
both capital and recurrent expenditures in Nigeria.

Gushibet and Tsenba [4], tested the impact of public expenditure on econom-
ic growth in Nigeria for the democratic era that covered the period 2000 to 2014.
The study adopted aggregate government revenue, aggregate government ex-
penditure, recurrent expenditure, capital expenditure, public debt and corrup-
tion as the explanatory variables while GDP served as the dependent variable.
Unit root test, cointegration test and the ordinary least squares (OLS) multiple
regression analysis were employed as analytical tools. The study showed that
government revenue had a positive but insignificant relationship with economic
growth. Total government expenditure had a positive and significant relation-
ship with economic growth in Nigeria while recurrent expenditure had a nega-
tive and weak significant impact on economic growth in Nigeria. More so, the
study revealed that capital expenditure had a positive but insignificant impact on
economic growth and public debt exhibited a positive and insignificant impact
on economic growth.

Udoffia and Godson [16] analyzed the impact of federal government expend-
iture on economic growth in Nigeria for the period 1981 to 2014. Real gross do-
mestic product served as the proxy for economic growth and it served as the de-
pendent variable while recurrent expenditure and capital expenditure served as
federal government expenditure and these served as the independent variables.
The study used the descriptive statistic methodology, unit root test and the or-
dinary least squares (OLS) multiple regression technique in its tests and analysis.
Findings showed that recurrent and capital expenditures of federal government
had a positive and significant effect on economic growth in Nigeria.

Olayemi [17] analyzed the relationship between growth in Nigeria and public
spending. The study anchored on Ram framework for the period 1981 to 2016.
Government expenditure in health, government expenditure on education, gov-
ernment expenditure on consumption expenditure and private sector invest-
ment were adopted as the independent variables. However, real gross domestic
product served as the dependent variable. In the study, government expenditure
on health and education were classified as government expenditure on human
capital development. The study used the Autoregressive Distributed Lag (ARDL)
model as its analytical tool. Findings showed that government expenditure on
human capital development had more significant impact on economic growth in
the long run while government expenditure on consumption and private sector
investment also had significant impact on economic growth in the long run but
at a lesser scale.

Nwoha et al [20] investigated the effect of aggregated and disaggregated gov-
ernment expenditure on economic growth in Nigeria for the period 1980 to
2015. The study adopted aggregated government expenditure (proxied by total

federal government expenditure). Disaggregated expenditure was proxied by
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recurrent expenditure and capital expenditure while real gross domestic product
served as proxy for economic growth. All of total government expenditure, re-
current expenditure and capital expenditure served as the independent variables
while real GDP served as the dependent variable. The study used the error cor-
rection mechanism (ECM) as the empirical tool for its tests and analysis. Find-
ings showed that total federal government expenditure and capital expenditure
had positive and significant effect on economic growth in Nigeria. On the other
hand, the study revealed that recurrent expenditure had a positive and insignifi-
cant effect on economic growth in Nigeria.

All these above considered body of literature have established existence of
premise for the study of government recurrent expenditures and growth in Ni-

geria.

3. Methodology

In this section, the paper will discuss methods to be followed in the conduct of

tests and analysis for the study.

3.1. Research Design for the Study

The study adopted the ex-postfacto research design. The ex-post facto research
design is considered in this study because of its cause-effect nature. Based on the
specific objectives of the study, efforts are made to establish the impact of the re-
levent independent variables (i.e. government recurrent expenditures on nation-
al assembly, public debt servicing, pensions and gratuities, administration and
transfers) on the dependent variable (Ze. gross domestic product) using existing
data. According to Osuala [34] the ex-postfacto research design is appropriate
and preferred in a cause-effect relationship where there is already existing data
which could be manipulated by the researcher. Given that the data on GDP in
Nigeria already exists and on the other hand, the data on the independent va-
riables: national assembly recurrent expenditure, public debt servicing recurrent
expenditure, pensions and gratuities recurrent expenditure, recurrent expendi-
ture on administration, and recurrent expenditure on transfers) in Nigeria also
exists; the ex-post facto research design is considered most appropriate for the

present study.

3.2. Sources of Data for the Study

The study made use of secondary data which have been collected from the Cen-
tral Bank of Nigeria (CBN) Statistical Bulletin, volume 17, December 2016 (var-
ious). Data on gross domestic product (proxy for economic growth), national
assembly recurrent expenditure, public debt servicing recurrent expenditure,
pensions and gratuities recurrent expenditure, total government recurrent ex-
penditure on administration and total government recurrent expenditure on
transfers were all collected from the CBN Statistical Bulletin for various times

covered in the study.
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3.3. Model Specification

This study has been anchored on the Keynesian theory which established the
importance of government expenditure in achieving economic growth of a na-
tion state. Okoro [21] argued that the link between government expenditures
and real gross domestic product (real GDP) growth in Nigeria could be specified
by a model stated as:

RGDP = f (GCEXP, GREXP) (1)

where, RGDP is Real gross domestic product; GCEXP is Government capital
expenditure; GREXP is Government recurrent expenditure.
In line with Okoro [21] with some minor modifications, the model for the

study is therefore specified below as:

GDP = f (GRENA, GREPDTS, GREPENG, TGRA, TGRT) )

where;
RGDP = Real gross domestic product (proxy for economic growth)
GRENA = Government recurrent expenditure on national assembly
GREPDTS = Government recurrent expenditure on public debt servicing
GREPENG = Government recurrent expenditure on pensions and gratuities
TGRA = Total government recurrent expenditure on administration
TGRT = Total government recurrent expenditure on transfers
f = functional relationship notation

Transforming model Equation (2) into its linear econometric form, we have

RGDP = f3, + 5,GRENA + 8,GREPDTS + 8,GREPENG

3
+ B, TGRA + B, TGRT + 1, 3)

where;
p, = constant term
B B Py P and f; = coefficient parameters for the explanatory variables
M = stochastic error term
Byapriori £,>0,5>0,5>0,5>0,5,>0,5>0
Transforming model Equation (3) into a common base for all the variables

using logarithmic function, the regression equation becomes:

In(RGDP) = 3, + f3,In(GRENA)+ ,In (GREPDTS) + 3,In (GREPENG) A
+ f,In(TGRA)+ fIn(TGRT) + g, @

The data will then be applied in the model Equation (4) to enable the study

conduct its tests and analysis.

4. Data Presentation and Analysis

Below we present data for the study in Table 1 and subsequently analyze the da-
ta afterwards.
Here, the paper shall execute data analysis arising from Table 1, item by item,

below.
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Table 1. Showing time series data on Real Gross Domestic Product (RGDP) and other relevant indicators of expenditure and

growth.
Government Government Government Total Total
Real Gross Recurrent Recurrent Recurrent Government Government
YEAR Domestic Expenditure Expenditure Expenditure Recurrent Recurrent
Products on National on Public on Pensions Expenditure Expenditure
(RGDP) Assembly Debt Servicing and Gratuities on Administration on Transfers
(GRENA) (GREPDTY) (GREPENG) (TGRA) (TGRT)
1999 22,449.41 6.02 30.84 0.00 183.64 107.58
2000 23,688.28 8.52 131.05 17.04 144.53 203.69
2001 25,267.54 19.08 155.42 30.04 180.8 265.86
2002 28,957.71 16.2 163.81 57.08 266.51 225.15
2003 31,709.45 22.4 363.51 34.16 307.97 477.65
2004 35,020.55 31.38 382.50 72.20 306.77 610.7
2005 37,474.95 32.32 393.96 84.05 434.67 670.6
2006 39,995.50 35.47 249.33 101.21 522.2 594.05
2007 42,922.41 62.87 213.73 106.14 626.36 527.17
2008 46,012.52 68.74 381.20 137.90 731.02 739.66
2009 49,856.10 70.23 251.79 195.71 714.42 635.75
2010 54,612.26 76.12 415.66 183.48 1117.44 878.34
2011 57,511.04 77.6 527.18 131.52 1262.40 956.18
2012 59,929.89 79.34 679.30 147.10 1159.40 1145.60
2013 63,218.72 82.18 828.10 139.73 1111.82 967.83
2014 67,152.79 83.45 941.70 182.81 992.84 1392.93
2015 69,023.93 86.67 1060.38 208.11 1228.99 1520.01
2016 67,931.24 89.3 1584.11 168.00 1091.95 2047.42

Source: Central Bank of Nigeria (CBN) Statistical Bulletin, 2016 (Various).

4.1. Real Gross Domestic Product (RGDP)

Real gross domestic product has been used in this study as a measure for eco-
nomic growth in Nigeria. Available data on Table 1 above showed that real gross
domestic product in Nigeria increased in almost all the years under review. For
instance, in 1999, real gross domestic product (RGDP) stood at N22,449.41 bil-
lion and increased to N23,688.28 billion in 2000. The upward trend in real gross
domestic product continued unabated reaching N35,020.55 billion high in 2004.
Impressively, real gross domestic product of Nigeria continued to increase
reaching N46,012.52 billion in 2008 year and this upward trajectory of the gross
domestic product of Nigeria continued until it reached an all-time high of
N69023.93 billion in 2015. However, it declined slightly to N67,931.24 billion in
2016, there by signaling the beginning of period when Nigeria suffered serious
economic recession due to non diversification of its economy into agriculture

and industry dwindling crude oil prices in the international market leading to
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high volatility of exchange rate of the domestic currency with dollar, the micro
dependently massively.

4.2. Government Recurrent Expenditures of National Assembly
(GRENA)

Available data in Table 1 showed that government recurrent expenditures of na-
tional assembly increased in almost all the years covered review. For instance, in
1999, government recurrent expenditures of Nigerian national assembly stood at
N6.02 billion and increased steadily reaching N19.08 billion in 2001. However, it
declined to N16.2 billion in 2002 but this decrease was quickly reversed in 2003
as government recurrent expenditures of national assembly started to increase
steadily reaching N76.122 billion high in 2010. This upward trend in govern-
ment recurrent expenditures of national assembly continued to increase steadily
until it reached an all-time high of N89.3 billion in 2016.

4.3. Government Recurrent Expenditures of Public Debt Servicing
(GREPDTS)

Available data in Table 1 showed that government recurrent expenditures of
public debt servicing has fluctuated over time as it increased in some years and
decreased in others. For instance, it stood at N30.84 billion in 1999 and in-
creased steadily reaching N393.96 billion in 2005. However, in 2006 and 2007,
government recurrent expenditures of public debt servicing decreased to N249.33
billion and N213.73 billion respectively. It went up to N381.20 billion in 2008
and decreased again to N251.79 billion in 2009. From 2010 to 2016, government
recurrent expenditure of public debt servicing increased steadily from N415.66

billion to an all-time high of N1584.11 billion, respectively.

4.4. Government Recurrent Expenditures of Pensions and
Gratuities (GREPENG)

Available data in Table 1 showed that government recurrent expenditures of
pensions and gratuities had uneven growth in the period under review. It stood
at N'17.04 billion in 2000 and increased steadily reaching N57.08 billion in 2002.
In 2003, government recurrent expenditures of pensions and gratuities de-
creased to N34.16 billion but recorded a steady increase in the years that fol-
lowed reaching N195.71 billion in 2009. From 2010 to 2016, the upward and
downward trend in government recurrent expenditures of pensions and gratui-
ties continued and it reached an all-time high of N208.11 billion in 2015.

4.5. Total Government Recurrent Expenditures of Administration
(TGRA)

Available data in Table 1 showed that total government recurrent expenditures
of administration recorded periods of increase and periods of decrease in the
years under review. In 1999, it stood at N183.64 billion and decreased to
N144.53 billion in 2000. From 2001 to 2008, total government recurrent expend-
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itures of administration increased steadily from N180.8 billion to N731.02 bil-
lion, respectively. In 2009, total government recurrent expenditures of adminis-
tration declined yet again to N714.42 billion but this trend was reversed as it in-
creased steadily reaching an all-time high of N1262.40 billion in 2011. The up-
ward and downward trend in total government recurrent expenditures of ad-
ministration continued in the years that followed as it was valued at N1091.95
billion in 2016.

4.6. Total Government Recurrent Expenditures of Transfers
(TGRT)

Total government recurrent expenditures of transfers increased in some years
and decreased in others. In 1999, it stood at N107.58 billion and increased to
N265.86 billion in 2001. The upward and downward trend in total government
recurrent expenditures of transfer continued in the years that followed reaching
an all-time high of N2047.42 billion in 2016.

5. Discussion of Results
Descriptive Statistics

This section presents the overall descriptive statistics result of the study, after
analysis of its findings; the main empirical regression results would be presented
and analyzed using ordinary least square function.

Table 2 represented the summary statistics of the variables of this study. Total
number of observations for the study was 108, owing to a time period of 18
years. The table showed the descriptive statistics of the study. It provided basic
information of the performance, behavior and trend of data through time and
space. Vital information such as the mean, median, maximum, minimum, stan-
dard deviation, skewness, kurtosis, Jarque-Bera statistics have been presented.

The output of the process which included the total sum of each variable, the sum

Table 2. Descriptive statistics results.

GDP GRENA  GREPDTS GREPENG TGRA TGRT
Mean 45707.46 52.66056 486.3094 110.9044 687.9850 775.8983
Median 44467.46 65.80500 381.8500 118.8300 670.3900 653.1750

Maximum 69023.93 89.30000 1584.110 208.1100 1262.400 2047.420

Std. Dev. 16060.07 30.22721 397.1129 65.26203 408.5402 505.7589
Skewness 0.043234  -0.269898 1.346410  —0.182437  0.068242 0.900771
Kurtosis 1.638460 1.420277 4.290458 1.808589 1.435379 3.395641

Jarque-Bera 1.395951 2.090179 6.687422 1.164445 1850001 2.551562
Probability 0.497592 0.351660 0.035306 0.558655 0.396531 0.279213
Sum 822,734.3 947.8900 8753.570 1996.280 12,383.73 13,966.17
Sum Sq. Dev. 4.38E+09 15,532.63 26,808.78 72,405.26 28,373.86 43,484.65

Observations 18 18 18 18 18 18
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of square deviation and the number of observations were also presented. The
mean showed the average growth of GDP, GRENA, GREPDTS, GREPENG,
TGRA and TGRT; with their respective values as 45707.46, 52.66056, 486.3094,
110.9044, 687.9850 and 775.8983, respectively.

Gross domestic product (GDP) exhibited the highest growth rate of N45707.46bn.
Also, the median showed the middle way between the maximum and minimum
value. The maximum value for gross domestic product (GDP) was N69023.93bn
and for expenditures on national assembly (GRENA) was N89.300bn, on pub-
lic debt servicing (GREPDTS) was N208.100, on administration (TGRA) was
N2047.420, respectively.

The above values for the maximum and minimum scores showed that gross
domestic product (GDP) still maintained the optimum growth rate with the
maximum and minimum values of N69023.93bn and N2244.41bn, respectively.

Considering the range of values between the maximum and minimum, it was
also observed that gross domestic product (GDP) with a maximum N2249.41bn
exhibited the highest variability as it had the highest standard deviation of
N16060.07bn. It implies that GDP growth rate during this period did not follow
a trend. It equally implied that there were fluctuations in the growth of the gross
domestic product (GDP) of Nigeria within the period studied.

Skewness is associated with shape of he variables. That is, it is a measure of
presence of symmetry, along the peak level. It is said to be symmetry if variables
appeared the same to the left and right of the centre point. For a normal distri-
bution, the skewness is zero; hence, literature supports any symmetric data that
has skewness near zero. Negative values for he skewness is an indication that
data are skewed left, it means that the left tail is long relative to the right tail. Al-
so, when it is skewed right, it means that the right is long relative to the left tail.
It was however, observed from the table above, that two of the variables: GRENA
(—0.269898) and GREPENG (—0.182437) were negatively skewed, implying that
their data were normally distributed around the centre point. However, posi-
tively skewed variables included GDP (0.043234), GREPDTS (1.346410), TGRA
(0.068242) and TGRT (0.900771).

Kurtosis is associated with the distribution of series that is at peak level. It ac-
tually measured whether the data are heavy-tailed or light-tailed relative to a
normal distribution. That is, data sets with high kurtosis tend to have heavy tails,
while data sets with low kurtosis tend to have light tails. Kurtosis for a stan-
dard normal distribution is three. From the table above, it was observed that
GREPDTS (4.290458) and TGRT (3.395641) exceeded 3, therefore they were
picked as relative to a normal distribution. The normal distribution scores as
measured with Jarque-Bera showed GDP at 1.396, GRENA at 2.090, GREPDTS at
6.687, GREPEND at 1.164, TGRA at 1.850 and TGRT at 2.552 with their relative
probability values as 0.498, 0.351, 0.035, 0.559, 0.397 and 0.279, respectively. The
relative probability further proved that all variables had normal distributions.

Below the paper shall pursue analysis of the result of tests and investigations it

conducted using OLS functions in the main.
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Table 3. Ordinary Least Squares (OLS) Function results (Dependent variable: RGDP).

Independent Variable Coefficient Std. Error t-statistic Prob.
C 3.362638 0.129609 25.94456 0.0000**
In(GRENA) 0.041554 0.091803 0.452647 0.6596
In(GREPDTS) 0.158418 0.078831 2.009585 0.0697*
In(GREPENG) 0.082868 0.063809 1.298686 0.2206
In(TGRA) 0.259748 0.079983 3.247524 0.0078**
In(TGRT) —-0.027935 0.123028 —-0.227061 0.8245

R-squared = 0.98= 98%; Adjusted R-squared = 0.98 = 98%; F-statistic = 128.41; DW = 1.61. Source: Au-
thor’s Computations (2018) from E-views 9.0 software package. Key: **= Significant at 1% level; *= Signifi-
cant at 5% level.

From these above results (Table 3), 1 percent increase in government recur-
rent expenditure on national assembly lead to 4 percent increases in real gross
domestic product (proxy for economic growth) in Nigeria. The probability value
of government recurrent expenditure on national assembly (0.6596) is greater
than the test significant level (Ze. P > 0.05). Thus, the paper concluded that gov-
ernment recurrent expenditure on national assembly did not have significant
impact on economic growth of Nigeria within the present studied. This present
study corroborates, Ifere, Okoi and Eko [35] who argued that national assembly
expenditure had a positive and significant relationship with economic growth in
Nigeria. This outcome could be attributed to the increasing number of bills
passed by the national assembly aimed at bettering the lives of Nigeria’s citizens.
As the positive impact of these bills grew, productivity increased thereby in-
creasing Nigeria’s economic growth.

Surprisingly, the study revealed that 1 percent increase in government recur-
rent expenditure on public debt servicing leads to 16 percent increase in real
gross domestic product (proxy for economic growth) in Nigeria. The probability
value of government recurrent expenditure on public debt servicing (0.0697) was
greater than the test significant level (Ze. P > 0.05). With this, the paper could
comfortably that government recurrent expenditure; of public debt servicing had
weak significant impact on economic growth in Nigeria. This present study
therefore has corroborated Gushibet and Tsenba [4] who argued that public debt
had a positive but insignificant effect on economic growth in Nigeria. The
present outcome could be attributed to the positive image which regular debt
servicing might have brought to Nigeria thereby attracting more goodwill to the
nation which if it could be well harnessed would lead to increase in economic
growth in the future.

Thirdly, the study also showed that 1 percent increase in government recur-
rent expenditure of pensions and gratuities lead to 8 percent increase in real
gross domestic product (mirror for economic growth) in Nigeria. The probabil-
ity value of pension and gratuities expenditure (0.2206) was greater than the test

significant level (Ze. P > 0.05). Thus, the study concluded that pensions and gra-
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tuities recurrent expenditure did not have significant impact on economic growth
in Nigeria. This outcome has profoundly corroborated Farayibi (2016), who ar-
gued that pension payment increases stock of investible fund thereby increasing
economic growth ofthe nation. This finding could be attributed to the fact that
when the Nigerian government spends on pension and gratuities payments, ag-
gregate demand increases, consumption increases, economic activities increases
thereby leading to increase in output of goods and services.

Fourthly, the study further demonstrated that 1 percent increase in total gov-
ernment recurrent expenditure on administration led to 26 percent increase in
economic growth (proxied by GDP) in Nigeria. The probability value of total
government recurrent expenditure on administration (0.0078) was less than the
test significant level (ie. P < 0.05). Thus, the work concluded that total govern-
ment recurrent expenditures on administration had a significant impact on
economic growth in Nigeria. This study hence had corroborated, Ogbulu and
Torbira [31] who established a positive and significant relationship between
government recurrent expenditure on administration and economic growth of
the country.

Finally, the study revealed that a percent increase in total government recur-
rent expenditure on transfers led to a percent decrease in real gross domestic
product (proxy for economic growth) in Nigeria. The probability value for total
government recurrent expenditure on transfers (0.8245) was greater than the test
significant level (Ze. P > 0.05). Thus, the study had rightly concluded that total
government recurrent expenditure on transfers did not have significant impact
on economic growth in Nigeria. This outcome had contrasted with Ogbulu and
Torbira [31] who argued that government expenditure on transfers had a posi-
tive and significant effect on economic growth of Nigeria.

The coefficient of determination (adjusted R-squared) of 98 also showed that
98 percent of the variation in economic growth in Nigeria has been due to
changes in government recurrent expenditures on national assembly, public debt
servicing, pensions and gratuities, total recurrent expenditure on administration
and total recurrent expenditure on transfers. The computed F-statistic (128.41)
was less than the F-statistic critical value (3.20) and this has indicated that the
model used in the study has been appropriate, reliable and significant and could
be used for sound policymaking. The Durbin-Watson statistic of 1.61 lied within
the acceptance region and it suggested that there was no presence of autocorre-
lation (since 2 < DW < 4) prevalent in the study. Hence, there would be no rea-
son to employ other test statistics to boost the outcome or results of our tests

and analyses beyond the present state of affairs.

6. Summary of Findings, Conclusion and Recommendations
6.1. Summary of Findings

The findings of the present study are summarized thus below:

1) Government recurrent expenditures of the national assembly had a positive
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and insignificant impact on economic growth in Nigeria.

2) Government recurrent expenditures of public debt servicing had a positive
and weak significant impact on economic growth in Nigeria.

3) Government recurrent expenditures of pensions and gratuities had a posi-
tive and insignificant impact on economic growth in Nigeria.

4) Total government recurrent expenditures of administration had a positive
and significant impact on economic growth in Nigeria.

5) Total government recurrent expenditures of transfers had a negative and

insignificant impact on economic growth in Nigeria.

6.2. Conclusion

The study was basically a recurrent-side approach to government expenditures
in Nigeria as it evaluated the relationship between government recurrent ex-
penditures and economic growth in Nigeria. As a result of this, the study specif-
ically investigated impact of government recurrent expenditures on national as-
sembly, public debt servicing, pensions and gratuities, total government recur-
rent expenditures on administration and total government recurrent expendi-
tures on transfers on economic growth in Nigeria. Thus, government recurrent
expenditures on national assembly, public debt servicing, pensions and gratui-
ties, administration and transfers served as the independent variables while real
gross domestic product served as the dependent variable. From the empirical
evidence, the study revealed that only government recurrent expenditures on
administration had a very positive and significant impact on economic growth
in Nigeria within the specified period. However, government recurrent expend-
itures on public debt servicing also had a positive and significant influence on
growth of the domestic economy. On the other hand, the study revealed that
government recurrent expenditures on transfers negated economic growth in

Nigeria although its effect was insignificant.

6.3. Recommendations

The following recommendations have been made in line with the findings of the
study:

1) Government recurrent expenditure on national assembly is not detrimental
to the Nigerian economy but such spending should be tailored to more mea-
ningful items so that it could significantly influence the domestic economy.

2) Government should not renege in servicing its public debts since it pre-
serves the nation’s integrity as well as attract goodwill to Nigeria which if it is
harnessed could lead to a significant increase in Nigeria’s economic growth.
That debt servicing had a positive and significant impact on growth shows that
our level of debt servicing in terms of money committed to it via ways and
means is not too bad but adequate and it should be sustained in the times to rise
productivity and economic growth.

3) Government should spend more money on settling pensions and gratuities
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of its retired citizens as a way to increase aggregate demand and foster more
economic growth in Nigeria.

4) Government recurrent expenditure on administration should be sustained
but all leakages arising from such spending should be blocked in order to
achieve more economic growth in Nigeria.

5) Government should desist from spending more on transfers as it could
have a devastating effect on the nation’s economy.

To the extent discussed above the paper has been able to make its contribu-
tions to knowledge in the times. Further studies are exposed to spring forth
there-from with a view to extending the frontiers of knowledge with regard to

the topic under discourse and been hinged on other related past literature.
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