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Abstracts 

 The study is focused on the examination of the impact of capital expenditure 
in the Nigerian Public Sector on economic growth. The variables in the model 
include: Non-Oil Revenue, Government Borrowing  and Capital Expenditure. 
The study covers the period of 1980 to 2009. Secondary data were collated 
from CBN statistical bulletin. Using Cointegration and it’s implied Error 
Correction Model (ECM), the result shows that Non-Oil Revenue and 
Government Borrowing have significant impact on economic growth. This 
suggests that the Nigerian economy can survive without Oil Revenue, if the 
proceeds from Non-Oil Revenue are judiciously managed. However Capital 
Expenditure, independently, seemed not to have significant impact on 
economic growth. This suggests the level of  mismanagement in Government 
Capital projects .Thus the study recommends among others that the 
Government should properly harness every source of Non-Oil Revenue; any 
borrowed fund should be judiciously used and ensure that project executions 
are properly monitored.   

 
The role of capital expenditure on economic growth has been an issue of much 

concern to several scholars. The notion is, if capital expenditure is judiciously apply, it 
has the capacity to open up vast opportunities, create employments, stimulate 
investments etc, and thereby generate positive multiplier effect on economic growth.        
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Over the years, government budget on capital expenditure has been enormous, 
but yet the state of infrastructural facilities remains extremely poor, there are no good 
roads, educational institutions are poorly equipped, there is high level of 
unemployment, the general standard of living is below average, yet the rate of inflation 
is high.  This implies that something is wrong. Given this condition despite the nation 
huge oil revenue, it therefore becomes important to investigate into how the Nigerian 
economy would   likely  perform in absence of oil revenue.      

 
Thus this study is focused on the impact of capital expenditure in the public 

sector on economic growth in the Nigerian economy.  The   Nigerian public sector 
consists of the Federal, State and Local Government. However, this work is 
concentrated on the expenditure of the federal government. It will evaluate the 
government expenditure in financing capital projects so as to highlight it’s impact on 
economic growth in the economy. 

 
The choice of this topic is as a result of the researchers’ concern for the over 

dependence of the Nigeria economy on oil revenue. In view of this concern, the 
analysis will rely on the values of four major variables. These include: Non-Oil 
Revenue, Government Borrowing (Loans), Capital Expenditure, Gross Domestic 
Product (GDP). The purpose is to determine how the Nigerian economy would likely 
perform in absence of oil revenue. Thus, the general and specific objectives of this 
study include: 
(1)  To determine the relationship between capital expenditure and economic 

growth in the Nigerian economy. 
(2)  To examine the relevance of non- oil revenue and  borrowing in government 

capital expenditure and hence their impact on economic growth. 
(3)  To investigate into how the Nigerian economy would likely perform in 

absence of oil revenue.  
 
Research Hypotheses 

The hypotheses to be tested in this study include: 
 (1)  Ho: Non-Oil Revenue has no significant impact in project financing and economic 
growth. 
(2) Ho: Government borrowing has no significant impact in project financing and 
economic growth. 
(3) Ho: Government expenditure in capital project has no significant impact on 
economic growth. 
The alternatives of the hypotheses above are implied. 
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 Literature Review 
The role of public expenditure on economic growth has been an issue of much 

concern to several authors. In a developed country, through economic stabilization and 
stimulation of investment activities and so on, public expenditure is said to maintain a 
smooth growth rate. In an underdeveloped country, public expenditure is seen to have 
an active role to play in reducing regional disparities, developing social overheads, 
creating infrastructure of economic growth in the form of transport and communication 
facilities, education and training, growth of capital goods industries, basic and key 
industries, research and development and so on. Public expenditure has a great role to 
play in the form of stimulating of savings and capital accumulation. (Bhatia 2003). 

Thus, if public expenditure is judiciously apply, it has the capacity to open up 
vast opportunities and create an awakening desire in the minds of the people and 
institutions to improve on their productivities in every economic facet, thereby 
generating positive multiplier effect on economic growth. 
  
 Esu and Inyang (2009), Used the concept of Performance Management System 
to evaluate the impact of project finance and management in the Nigerian Public Sector 
on economic growth and development. The result indicates that effective performance 
management and monitoring in the public sector can enhance   execution of project and 
it’s impact on economic growth. 
  
 Nwachukwu, Ibeawuchi and Okoli (2010) Investigated project management 
constraining factors in the construction industry using Nigeria as a model of a 
developing economy. The result indicates that the success of any project 
implementation process in the construction industry in the public and private sectors 
depends largely on the project manager’s concept on staff appointments and control, 
strict monitoring of time, cost, materials, quality and environmental constraints factors. 
 
Model Specification 
The model to be estimated is thus given as: 
RGDP = f (NOREV, LOAN, CEXP) 
This can be stated linearly as: 
RGDP = bo + b1NOREV + b2LOAN + b3CEXP + ut  
  b1>0  b2>0   b3>0 
Where: 
RGDP              = Real Gross Domestic Product. 
NOREV            = Non-Oil Revenue. 
LOAN               = Government Borrowing. 
CEXP               = Capital Expenditure. 
bo                     = Intercept. 
b1, b2, and b3  = Parameters. 
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Ut                      = Error Term. 
 
Data Presentation and Analysis 

 
Table 1: Summary of Augmented Dickey Fuller (ADF) unit Root Test. 
 

Variables Level data First 
difference 

1% critical 
value 

5% critical 
value  

10% 
critical 
value 

Order of 
integration 

RGDP 4.451085* -2.168802 -3.6959 -2.9750 -2.6265 1 (0) 
NORVEV -1.853160 -5.864302* -3.6959 -2.9750 -2.6265 1 (1) 
LOAN -2.197115 -3.752184* -3.6959 -2.9750 -2.6265 1(1) 
CEXP 0.646162 -5089128* -3.6959 -2.9750 -2.6265 1 (1) 
* Indicates statistically significant at the 1% level stationary 
The ADF unit root test result in table 1 above shows that three of the variables 
(NOREV, LOAN, CEXP) were not stationary at the levels but became stationary after 
the first difference. The RGDP was however stationary at the levels. Also all the 
variables were stationary at the one percent (1%) level. T 
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Table 2: Summary of Johansen Cointegration Test Result. 

The result of the Johansen cointegration test in table 2 shows that the value of the trace 
statistics 76.43602, 35.28286 and 15.63429 are greater than the critical value of 47.21, 
29.68 and 15.41. This suggests the presence of 3 cointegrating equations. 
 
Table 3: Summary of Overparameterize Result, Modelling DLRGDP. 

 
The overparameterize ECM result shown in the table 3 above represent various lags of 
the variables used for the analysis. The parsimonious ECM result is shown in table 4 
below: 
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Table 4: Summary of Parsimonious ECM Result. Modelling DLRGDP. 

 
 The parsimonious ECM result in table 4 suggests that the NORVEV, LOAN 
and the CEXP have a positive linear relationship with the RGDP. Thus an increase in 
the NORVEV, LOAN, and CEXP by a unit will increase the RGDP by 0.454316, 
0.080611, 0.709972 and 0.015133 units respectively.  
The R2  which is the coefficient of determination and the goodness of fit test suggests 
that 73 percent of the changes in the RGDP is explained by the independent variables. 
This is good enough since the unexplained variation is just 27 percent (1-0.73). 
 
 The F.test which is used to test the overall significance of the model and the 
joint hypothesis has a value of 62.20604 and probability of 0.0000. This is an indication 
that the CEXP, LOAN and NOREV are significant factors to be taken into 
consideration when explaining the changes in the RGDP. This also suggests a rejection 
of the joint null hypothesis and an acceptance of the alternative hypothesis. 
 
 The t.test was used to test the statistical significance of each independent 
variable in explaining the changes in the dependent variable. The t test suggests that the 
NOREV and the LOAN and LOAN (-1) with values of 2.719327, 2.989655 and 
6.475019 with probabilities of 0.0105, 0.0053 and 0.0000 are statistically significant in 
explaining the changes in the RGDP. However, the CEXP is not statistically 
significant. This indicates a rejection of the null hypotheses in hypothesis one and two, 
and acceptance of the null hypothesis in hypothesis three.   
The DW.test is used in the analysis to test for the presence or absence of first order 
serial correlation. The value of 2.264702 did not show significant support for the 
presence of first order positive serial correlation in the model 
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Summary of Findings 
 The result suggests that the non-oil revenue played an important role in 
influencing the level of economic activity in Nigeria. Also, the significance of both the 
current and previous value of loans is an indication that a reasonable part of capital 
expenditure is through borrowing to finance the deficit. The result further shows that 
the capital expenditure independently as a variable is not statistically significant. This is 
an indication that there are flaws in financing and management of capital projects in 
Nigeria.  
 
Conclusion 
 The study has established a long run positive relationship between Non-Oil 
Revenue (NOREV), Government Borrowing (LOAN), capital expenditure (CEXP) and 
the Real Gross Domestic Product (RGDP). It is the opinion of the researcher that the 
poor performance of capital expenditure independently as a variable in the test, 
indicates the issue of project mismanagements which has led to a lot of poorly finished 
projects or abandonment of projects in the Nigerian economy. 
Furthermore, the study has confirmed that without oil revenue the Nigerian economy 
can survive, if corruption can be reduced to the barest minimum, where it is not 
possible to be completely eradicated. 
 
Recommendations 
On the basis of the above findings, the researcher wishes to recommend as follows:  
(1) The government is hereby advised to properly harness all sources of Non-Oil 

revenue so as to enhance the proceeds therefrom. 
(2) The government is also advised to activate other mineral resources which are 

yet dormant, in order to avoid the nation’s over dependence on oil revenue. 
(3) The government should ensure that any loan proceed should be used for the 

purpose for which it is borrowed, that is, borrowed funds should not be 
diverted into different uses. 

(4)    In the same vain, the government is advised that the condition and terms of any 
loan to be borrowed should be properly studied to ensure that the 
conditionalities are not detrimental to the supposed economic growth and 
development. 

(5) Lastly, the government is hereby advised to ensure that proper monitoring is 
carried out when projects are being executed.  
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