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ABSTRACT: From the conceptual point of view, economic growth is an indicator of a county’s wealth increasing over time. A 

positive economic growth has a positive impact on the national income of the country. The objective of this research is to examine 

the impact of government performance on the economic growth in Nigeria. The study covered a period of 39 years; 1980 to 

2019.The data analysis was done using descriptive statistics. The technique for data analysis used for the secondary data is Auto 

Regressive Distributed Lag model (ARDL) with the aid of data treatment Augmented Dickey Fuller test (ADF). The study carried out 

a unit root test, using ADF. The result of the test showed that Gross Domestic Product Growth Rate (GDP) is stationary at level; 

while General Government Final Expenditure (GFE), Official Exchange Rate (OEX) and Inflation Rate (INF) are stationary at first 

difference, meaning that they are integrated of order one. Findings from the research paper show that government spending has a 

significant effect on inflation, unemployment, exchange rate; spending also has an effect on the economic growth of Nigeria. 

Recommendation from the author includes the following: Firstly, policy makers should focus on maintaining inflation to a low rate. 

Secondly, government should improve economic growth through price stability. Thirdly, monetary policy should be used to create 

a favourable environment for investment. Lastly, policy makers should also keep exchange rate under control since they help to 

mitigate negative economic growth and they contribute to economic growth since they are tied tightly to international trade and 

investment.   

 

Keywords: Government performance, economic growth, inflation rate 

 

INTRODUCTION 

 
Every country aims at achieving a considerable level of 
growth and development within its gross domestic 
product in the economy with government playing basic 
roles in the stabilization, distribution and allocation of 
resources where necessary. A country without 
infrastructure (among several different factors) cannot 
experience a meaningful economic growth and 
development. Infrastructural growth is a major driver of 
any nation’s economic growth process. Infrastructure is a 
catalyst for public development like health care delivery, 
transportation, education and food security (Babatunde 
2018). Nigeria has an extensive infrastructure of roads, 
railroads,    airports,    and    multimedia   communication  

 
 
networks. The road system is by far and wide, the 
foremost necessary part within the country's 
transportation network, carrying 95% of all the nation's 
product and passengers. Currently, several roads are in 
disrepair due to poor maintenance and years of 
significant traffic.  

Government polices additionally do have an effect on 
economic growth; a number of them embrace fiscal 
policy, monetary policy and income gain policy. Fiscal 
and monetary policies are the foremost used policies. 
Fiscal policy is the means by which a government adjusts 
its level of tax and influences a nation’s economy (Agu, 
Okwo,    Ugwunta,   Idike  2015).   This   economic policy  
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involves taxation and government spending/expenditure. 
It is used together with the monetary policy that the 
central bank uses to influence money supply. The 
instruments of monetary policy include open market 
operation, discount rate and reserve demand. These two 
are used to achieve economics goals. These goals 
enhance price stability, gainful employment, reduction of 
poverty condition, high and sustainable economic growth, 
favorable balance of payment, and reduction of the 
country’s debt (Agu et al., 2015). Government makes use 
of tax as one of the ways of increasing a country’s 
economic growth progress. Tax is available in numerous 
forms which includes value added tax, stamp duties, 
company income tax and so on. It is the revenue 
generated from tax that government uses to perform 
various economic tasks.  

 Every government (be it federal, state or local 
government) provides basic necessary amenities and 
performs two major basic functions, i.e., security/defence 
and provision of necessary public goods (Boldeanu et. al. 
(2015), Pantameea et al., (2020). The first is defence, 
which is for the safety of people and property as well as 
for the protection of the country's borders from external 
attack, while mandatory public goods include health care, 
good roads, proper education, food, and many other 
things. As expenditure rises, the government employs 
debt to fill the gap within the budget because of the deficit 
and low revenue. Debt which incorporates each internal 
(domestic) and external debts is taken into account once 
the revenue realized by the body of planning and budget 
is low for its projected expenditures (Rahman et al., 
2019). Government spending on infrastructure is critical 
although extremely capital intensive. In recent times, 
government spending on infrastructure appears to be a 
waste of tax payers’ money because there appears to be 
little or no development in the infrastructures within the 
country and thus inflicting the expansion of the economy. 
Nigeria is a country endowed with abundant natural and 
human resources. However, years of negligence and 
adverse policies have led to the under-utilization of these 
resources, inflicting a rise in unemployment among many 
other things in the economy.    

 Despite the nation’s richness in natural resources, 
there appears to be no evident economic progress. The 
discovery of oil within the early 90s caused the 
negligence of different explorable sectors within the 
country; a number of them include agriculture, mining, 
human capital development and many more. The 
discovery of oil caused the over dependence on oil 
revenue which caused the downfall within the nation’s 
economy and made the exportation of agricultural 
produce, unprofitable. This caused depreciation within 
the country’s currency, a discount in foreign investment 
and lots of different sectors. This can be what social 
scientist term as Dutch disease. “Dutch disease” also can 
be termed as resource curse. This curse comes to play 
when nations with a lot of natural resources develop at a  
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rate slower than nations that are poorer in resources or 
haven't any resources in any respect.  Literature written 
by Mustapha and Masih, (2016) termed the dutch 
sickness the Nigerian disease. It is termed the Nigerian 
disease as a result of corruption and inconsistency from 
the government, which ends in low institutional quality, 
economic development, and diversification among others.  
As power changes hands in government, it leads to an 
unstable political environment and causes the economic 
growth to be unstable as well, leading to a change in 
various economic policies. In Nigeria, the tenure for every 
government is 4 years (of possible two terms in office); 
each with its own manifestoes and polices. Hardly any of 
the government heading into power is ready or willing to 
complete the work of its predecessors but more 
interested in fulfilling its own new or rather selfish desires. 
Alesina et al. (1996) believe that political stability and 
economic growth are inextricably linked. Uncertainty 
associated with an unstable political environment may 
reduce investment and slow economic development, 
resulting in poor performance in office, which invariably 
leads to system collapse and political unrest. There has 
been a decline in various sectors of the economy even 
though there is an increase in expenditure. Insecurity in 
Nigeria rises at an alarming rate, especially from boko 
haram and crimes like armed robbery, kidnapping and 
bandits attacking people on major expressways. There is 
also a gradual rot in the law enforcement agency in 
Nigeria; the healthcare system is neglected, the roads in 
the country are bad which causes grief to producers who 
are transporting their goods interstate and many other 
infrastructures that the government has failed to put in 
place. It is with great concern that Nigeria, the giant of 
Africa, has no substantial growth and properly functioning 
infrastructure in the country. Thus, it is necessary to 
examine the government’s performance and their 
spending and how it has affected Nigeria’s economic 
growth from 1980 to 2019.  

Government expenditure in Nigeria, as noted by 
Iheanacho (2016), has been rising speedily with such 
revenant increase proved in most sectors of the 
economy. Oil accounts for about 95% of Nigeria’s foreign 
exchange earnings with an oil reserve estimated between 
24 billion to 31.5 billion while agriculture accounts for 
21.91% of the country’s GDP. The capital expenditures 
alone stand at twenty third of the entire budget, whereas 
recurrent expenditures stand at 45.75% (Awode, 2019). 
As a country presently over-reliant on oil revenue, which 
also lacks specialization to produce oil within the shores 
of the country, there is also a persistent increase in 
corruption.  

Given that, the government’s major concern, as noted 
earlier, is primarily the welfare and living conditions of the 
people that statutorily determine government’s spending 
pattern. A vast quantity of concern keeps lingering over 
the skyrocketing and superfluous government spending 
in Nigeria; nonetheless the people  keep   languishing   in  
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abject economic condition (Iheanacho, 2016). It becomes 
even a lot more worrisome to realize that past 
administrations have spent such a lot on capital and 
recurrent expenditures; nonetheless the results stay 
infrastructural gaps and impoverishments (Awode, 2019). 
Bitter enough, recurrent expenditures currently outstrip 
capital expenditures with nearly double its size (Njoku et 
al. 2014). One huge question that lingers in one’s mind is 
“where specifically is the money going to, if not to the 
betterment of people’s lives and engineering growth of 
the economy, then where?” 

The thrust of this study thus critically examines the 
pattern of government expenditure to determine how 
government spending has been in the past. The study 
aims to present the short-term and long-term impact of 
government performance on economic growth in Nigeria. 
This is to reveal the effect of government on economic 
activities in Nigeria. If their economic policy is good and 
judged to be to promote economic activities have a 
positive impacted on economic growth both in the short-
run and or in the long-run period. 
 
Literature review  
 
Jeff-Anyeneh and Ibenta (2019) carried out a study on 
Government Expenditure and Economic Growth in 
Nigeria. The study spanned from 1981 to 2016, covering 
a period 36 years. Their study aimed to ascertain the 
effect of government recurrent and capital expenditure on 
the growth rate of real gross domestic product. The study 
applied the Auto Regressive Distributed Lag (ARDL) Co-
integration and Granger causality test using secondary 
data from the Central Bank of Nigeria. The study shows 
that Nigeria’s economic growth is independent and 
unaffected by government recurrent and capital 
expenditure. The study shows that the Federal 
Government via its appointed ministers and legislature, 
review the Federal Government of Nigeria total 
expenditure, ensuring that capital expenditure is least 
50% of annual total expenditure. The study suggests 
measures like reducing foreign coaching and imitative 
allowances for political workplace holders to be tailored 
towards reducing government consumption expenditures. 
Nwoko et al. (2016) worked on a topic titled The Impact 
of Monetary Policy on the Economic Growth of Nigeria. 
This paper examined the length to which the Central 
Bank of Nigeria’s Monetary Policies can be used to 
efficiently promote economic growth from 1990- 2011. 
Money supply, average price, interest rate and labor 
force influence were tested on GDP using the multiple 
regression models as the main statistical tool of analysis.  
This study shows that the CBN Monetary Policy 
measures are effective in regulating both the monetary 
and real sector aggregates like employment, level of 
output, prices, and the economic growth rate. Empirical 
findings, also from this study, indicate that average price 
and labor  force  have  significant   influence   on   Gross  

 
 
 
 
Domestic Product (GDP) while money supply was not 
significant. The interest rate was negatively statistically 
significant.   

This study recommends that Central Bank Monetary 
Policy is an effective tool for encouraging investment, 
reducing unemployment, reducing lending rate and 
stabilizing the Nigeria economy.  
Ajisafe and Folorunso (2002) wrote on the Relative 
Effectiveness of commercial enterprise and financial 
Policy in political economy Management in Nigeria 
focusing on the relative effectiveness of fiscal and 
monetary policy the economic activities in Nigeria using 
co-integration and error correction modeling techniques. 
The study investigates the time series properties of the 
variables using annual series data for the period 1970-
1998 to conduct a unit root test, a time frame of 28 years, 
and the data source was mainly CBN Statistical Bulletin. 
The analysis result shows monetary not fiscal policy 
positively impacts the economic activities in African 
nation. They stress that the commercial enterprise action 
of the government has semiconductor diode to larger 
distortion within the Nigerian economy. However, they 
claim that both monetary should be complementary with 
fiscal policies.   

Ajayi and Edewusi (2020) conducted a study on Effect 
of Public Debt on Economic Growth of Nigeria. The study 
explains the impact of domestic debt on Nigeria 
economy. It assessed the result of external debt on the 
economic progress of Nigeria and analyzed the link debt 
and therefore the economic process of Nigeria. 
Secondary time series data spanning thirty-seven years 
(1982-2018) was gathered in the study. Data gathered in 
the study was estimated using descriptive statistics, unit 
root test, Johansen co-integration test and vector error 
correction model.  Findings from the study suggests that 
external debt exerts a negative long-standing time and 
short run result on economic progress of Nigeria and 
domestic debt was observed to exert positive 
longstanding time and short run result on economic 
progress of Nigeria. Based on these findings, the study 
suggests that policy makers should integrate appropriate 
measures towards ensuring suitable management of 
domestic debts; government should ensure that 
contracted national debts are directed towards 
encouraging investment in the country and government 
through necessary monitoring committees should ensure 
that national debts are directed toward the provision of 
basic amenities and services required for the 
development of communities and societies of the nation.  
Babatunde (2018) conducted research on Government 
Spending on Infrastructure and Economic Growth in 
Nigeria. The study aims to research government 
disbursal of funds on infrastructure and made use of both 
primary and secondary data. The secondary data were 
the reported annual spending on selected infrastructure 
and the annual Gross Domestic Products for 1980 to 
2016 in Nigeria. The  unit  root  test   and  co- integration  
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tests using Augmented Dickey– Fuller and Phillip–Perron 
model were conducted using the secondary data. The 
study also tests the sample of 37-year annual time series 
using vector error correction model and weighted least 
square. For the primary data, a sample of 242 
respondents is utilized for the study. The research study 
carried out a statistical random sampling to select the 
samples and used the descriptive statistics for the data 
analysis. The results show that government expenditures 
on transport, education, communication, and health 
infrastructure significantly affect economic growth. 
Moreover, agricultural expenses and natural resources 
infrastructure significantly affect Nigeria economic growth 
negatively. Government spending on agriculture and 
natural resources show that the government spends 
lesser than private sector spends on agriculture and 
natural resources infrastructure in Nigeria. 

Abula and Ben-Daddy (2016) researched on "The 
Impact of Public Debt on Economic Development of 
Nigeria", using the annual time series data from 1986 to 
2014, the Augmented Dickey-Fuller test, Johansen co-
integration test, Error Correction Method (ECM) and the 
Granger Causality test. The Johansen co-integration test 
results claims there’s a long-run relationship amongst 
these variables; domestic debt stock, domestic debt 
servicing, external debt stock, external debt servicing, 
and economic development (the GDP per capita) in 
Nigeria. The test conducted using the ECM showed that 
external debt stock and external debt servicing is 
insignificant and negatively relates with Nigeria economic 
development, but the domestic debt stock directly 
significantly relates with economic development. The 
domestic debt service payment was seen as significant 
and inversely related to Nigeria's economic development. 
The lagged error correction terms (ECM 1 and ECM 2 
equations) were high and statistically significant as a 
result of its high and negative coefficient. The authors 
recommend that government should reduce the external 
debts it accumulates overtime, and instead they should 
accumulate domestic debt since it significantly 
contributes to the development of the economy.  

Emerenini and Okezie (2014) wrote a paper on 
Nigerians Total Government Expenditure and 
investigated the relationship between Nigeria’s total 
expenditure and its economic growth from 1980-2012. 
The purpose of this study is to modestly contribute 
empirically to the dates by analyzing the relationship 
between Nigeria total government expenditure and what 
it contributes to economic growth with the use of time 
series data from 1980 to 2012. The data was obtained 
from the Central Bank of Nigeria Annual Report and 
Statement of Account and Federal Office of Statistics. 
This study uses the Engle-Granger two step modeling 
(EGM) procedure to co-integration based on unrestricted 
Error Correction Model and Pair wise Granger Causality 
tests. The analysis result shows co-integration between 
GDP and total government  expenditure.  The adjustment  
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speed to equilibrium is about 44%, whenever the 
variables deviate from their equilibrium values. The 
granger causality result reveals a very weak causality 
exist between the two variables. Consequently, the study 
implies that any reduction in total government 
expenditure negatively affect Nigeria economic growth.  
Jelilov and Musa (2016) investigate the reasons for failed 
growth rate in Nigeria economy with increased 
government expenditures in Nigeria, using the time series 
from 1981-2012. They study "The Impact of Government 
Expenditure on Economic Growth in Nigeria" and 
analyzed their study using the OLS technique. They 
found a positive and significant impact of government 
expenditures on economic growth. Government 
expenditure drives economic growth in Nigeria and the 
paper recommends that more of government’s resources 
should be directed to especially capital expenditure. 
Okoro (2013) studied the impact of government spending 
on Nigerian economic growth using time series data from 
1980 to 2011, and employed the ordinary least square 
multiple regression analysis in estimating the specified 
model. The study's dependent variable is the Real Gross 
Domestic Product (RGDP), while the independent 
variables were; government capital expenditure (GCEXP) 
and government recurrent expenditure (GREXP). 
Furthermore, the results of the Granger Causality test, 
the Johansen Co-integration Test, and the Error 
Correction Mechanism show a long-run equilibrium 
relationship between government spending and Nigeria's 
economic growth. The short-run dynamics adjusts to the 
long-run equilibrium at the rate of 60% per annum. The 
policy implies that that both the short-run and long-run 
expenditure significantly affects economic growth in 
Nigeria, and the authors recommend that the government 
should increase capital expenditure on roads investment, 
power supply, communication, and transports; and 
recurrent expenditure on whatever attracts economic 
growth. The study explains the Nigerian economy 
development funds should effectively use and managed 
by the executive arm of government in order to boost 
employment, and better the citizen's wellbeing which will 
indirectly improve the economy.  

Nweze and Greg (2016) conducted an Empirical 
Investigation of Oil Revenue and economic growth in 
Nigeria empirically, studying the oil revenue and 
economic process in African country from 1981 to 2014. 
Secondary information on gross domestic product (GDP), 
used as a proxy for economic growth; oil revenue 
(OREV), and government expenditure (GEXP) that 
depicted the instructive variables were sourced principally 
from CBN publications. within the course of empirical 
investigation, varied advanced economic science 
techniques like Augmented Dickey Fuller Unit Root 
check, Johansen Co-integration test and Error Correction 
Mechanism (ECM) were used and also the result reveals 
among others that the variables were stationary at first 
difference which means they were  not  integrated  of  the  
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same order justifying the test of co-integration and error 
correction mechanism. The co-integration result portrays 
a long run relationship among the variables with three co-
integrating equation(s), while the error correction 
mechanism (ECM) test result shows all the variables 
except for the lag of government expenditure to 
significantly affect economic growth in Nigeria. However, 
all the variables exhibited their expected sign up the short 
run however exhibited negative relationship with 
economic process within the long-standing time apart 
from government expenditure, that has positive 
relationship with economic process each within the long-
standing time and short run. The study over that 
Government ought to use the revenue generated from 
crude to take a position in alternative domestic sectors 
like Agriculture and producing sector so as to expand the 
revenue supply of the economy and more increase the 
revenue base of the economy. 
 

 
METHODOLOGY  
 
The study adopted Keynesian Economic Theory model. It 
explains how the independent variables impact on the 
dependent variables. Keynesian economic theory is a 
macroeconomic economic theory of total spending in the 
economy and its effects on output, employment, and 
inflation, focusing on government spending and allocation 
of funds and how it boosts economic growth progress.  
The purpose for using Keynesian economic theory is the 
fact that demand affects both inflation and exchange rate. 
The co-integration test was conducted to check for long 
run relationship variables. The unit root test was also 
adopted to detect if the distribution of time series is 
constant over time. The main source of data for this study 
is the secondary data. The secondary data used covers 
the period of 1980 – 2019. The data was obtained from 
Central Bank Statistical bulletin and World Development 
Index. The variables used in this study includes: GDP, 
Inflation rate, Government expenditure, exchange rate. 
 
Model specification     
 
The approach is to collect data for Government 
expenditure, Inflation rate and Exchange rate to GDP. In 
the model, Economic growth is the dependent variable, 
and the independent variables are Government 
expenditure, Inflation rate and Exchange rate. The 
statistical formulation of the model can therefore be 
presented as follows: 
 
GDP= f(INF, OEX, GFE)   
 
The linear relationship is expressed as;  
GDPgt= β0+ β1INF + β2 OEX+ β3GFE + Ut  
 
Where:  

 
 
 
 
GDP: Gross Domestic Product β0= Intercept β1, β2, β3 = 
estimation coefficient   
INF: Inflation rate    
OEX: Exchange rate  
GFE: Government expenditures (capital and recurrent)    
Ut = error term  
 
The choice of this model is based on the fact that the 
regression is best suited for testing specific hypothesis 
about the nature of economic relationship. Linear 
specification is used to explain the impact of Government 
expenditures to Economic growth and Exchange rate to 
Interest rate on Economic growth in terms of goodness of 
fit, precision and estimate of the slope and tolerable level 
of multicollinearity. Moreover, the a-priori expectations 
are stated as follows; β1,β2,β3 ˂ 0. It is therefore 
expected that all the explanatory variables have an 
indirect relationship with the Gross Domestic Product 
Growth Rate.   

The study conducts unit root test, Short Run Form Test, 
Normality test, Serial Correlation test, Heteroskedasticity, 
and Ramsey RESET Test to ensure model reliability and 
diagnostic test of the right model to use. It examines the 
short run and long run relationship between Government 
Gross Debt, Total Debt Service, and Interest Rate on 
Gross Domestic Product growth. The methodology that 
will be used in this research work is the Auto regressive 
distributive lag (ARDL) model.   

The statistical test of parameter estimates was 
conducted using their standard error, t-test, R, R2 and 
Durbin Watson statistics. The economic criteria show 
whether the coefficients of the variable conform to the 
economic a-priori expectation, while the statistical criteria 
test were used to assess the significant of the overall 
regression.  
 
Analysis  
 
The study's analysis would be presented, and the data 
would be interpreted and discussed. The findings of this 
study are presented to examine government performance 
and economic growth. The preliminary section presents 
the descriptive statistics of the data, and the Unit Root 
Test of individual data series was examined to detect the 
nature and stationarity of the data used. Following that, 
the relationship between government performance and 
economic growth was presented, interpreted, and 
discussed. 
 
Preliminary analysis 
 
the summary descriptive statistics of mean, median, 
standard deviation, kurtosis, skewness, minimum and 
maximum of the variables used are displayed in the 
(Table 1), from the descriptive statistic the result between 
the periods of 1980 to 2019, shows that Official 
Exchange Rate (OEX) has the largest value of mean  and  
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Table 1: Summary statistics. 
   

Year  GDP GFE INF OEX 

Mean  3.126181 3.798564 18.9528 100.7914 

Standard Deviation  5.398928 2.835033 16.88713 100.8105 

Sample Variance  29.14842 8.037411 285.1753 10162.76 

Kurtosis  2.135371 -0.89638 2.619673 0.173155 

Skewness  -0.89731 0.755498 1.896279 0.927092 

Minimum  -13.1279 0.911235 5.388008 0.617708 

Maximum  15.32916 9.44834 72.8355 360.0594 
Source: Author’s computation using Microsoft Excel  

 
Table 2: Unit root test results. 
  

  Augmented Dickey Fuller (ADF) Test   

Var.  
At Level   1

ST
  Difference  

Order of  
Integration  ADF  

Statistics  
Critical  
value @5%  

ADF  
Statistics   

Critical  
value @5%  

GDP -3.140804 -2.941145 - - I(0) 
GFE  -1.055847 -2.938987 -5.751770 -2.941145 I(1) 
INF  -2.947330 -2.938987 -5.753150 -2.941145 I(1) 
OEX  -2.081016 -2.938987 -5.305639 -2.941145 I(1) 

Source: Author’s computation using Eviews10  
 
 
standard deviation of 100.7914 and 100.8105 
respectfully, with a minimum and maximum value of 
0.617708 and 360.0594 respectfully. Inflation (INF) also 
has mean and standard deviation of 18.9528 and 
16.88713 respectfully, with a minimum and maximum 
value of 5.388008. General Government Final 
Expenditure (GFE) has mean and standard deviation of 
3.798564 and 2.835033, with a minimum and maximum 
of 0.911235 and 9.44834. Gross Domestic Product 
(GDP) has mean and standard deviation of 3.126181 and 
5.398928, with a minimum and maximum of -13.1279 and 
15.32916. 

With respect to the unit root test in (Table 2), which was 
done via Augmented Dickey Fuller (ADF) Unit Root Test, 
the result thus reveals Gross Domestic Product Growth 
Rate is stationary at level, while General Government 
Final Expenditure, Official Exchange Rate and Inflation 
Rate are stationary at first difference, meaning that they 
are integrated of order one. 
 
Relationship between Government Performance and 
Economic Growth  
 
From the (Table 3), the analysis shows that government 
spending is not statistically significant at 5%, but 
significant at the 4th period lag and has a relationship 
with GDP. The result shows a 1 unit change in the 4th 
period lag of Government Spending would lead to a 1.09 
unit decrease in economic growth. From the analysis of 
the table above, the current period lag is statistically 
significant. The current period shows at 5% level of 
significance that it has a relationship with economic 

growth. The result shows a 1 unit change in inflation will 
lead to a 0.12 unit decrease in economic growth. From 
the Table 3, the analysis shows that the current period of 
exchange rate and its lag except for the 2nd period lag is 
statistically significant. At the current period and 4th 
period lag, a 1 unit increase in exchange rate would lead 
to an 8.64 and 6.79 unit decrease in economic growth 
while a 1 unit increase in the 1st and 3rd period lag of 
exchange rate, would lead to a 6.96 and 5.55 unit 
increase in economic growth.  

The analysis of the result shows that there is no co-
integration in the results of the ARDL analysis because 
the F-statistics which is 6.403464 is higher than the lower 
bound values at 5%. From the estimated ARDL bound 
test result in (Table 3), the computed F-statistics value is 
higher than lower I (0) and the upper I(1) bound of the 
critical values bound at 5% level of significance. The null 
hypothesis that states that there no relationship in long 
run is therefore rejected and hence concludes that there 
is a long run relationship between Inflation Rate and 
Economic growth.  
 
Diagnostic checks  
 
The Jarque-Bera test shows that it is higher than 5% 
meaning the study is accurate. The histogram normality 
test revealed that the residual is normally distributed, as 
the probability value 0.474338 of Jarque-Bera statistics is 
greater than 5% level of significance. The result of the 
Histogram Normality test shows that the analysis of the 
ARDL in this study is accurate, because the probability 
which is 0.788858 greater than 5% level of significance.  
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Table 3: Result of the coefficient. 
                                             
Short Run Dynamics Coefficient Long Run Form and Bounds Test 
Variable  Coefficient  Prob.    Variable Coefficient Prob. 

GDP(-1)  0.004203  0.9790  GFE  -0.308404  0.5494  
GDP(-2)  0.314710  0.0353  INF  -0.244107  0.0118  
GFE  -0.531020  0.3860  LOEX  -1.166956  0.1254  
GFE(-1)  0.431001  0.5294  C  15.15845  0.0119  
GFE(-2)  0.237367  0.6982   
GFE(-3)  0.745257  0.2809  
GFE(-4)  -1.092656  0.0486  
INF  -0.118945  0.0097  

Bound Test 
INF(-1)  -0.019551  0.7272  
INF(-2)  -0.042523  0.4814  Test Stat. Value Signif. I(0) I(1) 
INF(-3)  -0.067638  0.2442  F-statistic  6.403464 10% 2.37 3.2 
INF(-4)  0.082399  0.0997  K  3 5% 2.79 3.67 
LOEX  -8.640081  0.0019    2.5% 3.15 4.08 
LOEX(-1)  6.955267  0.0141    1% 3.65 4.66 
LOEX(-2)  2.124992  0.4565  

 

LOEX(-3)  5.553493  0.0385  
LOEX(-4)  -6.788468  0.0027  
C  10.32422  0.0085  

Source: Authors computation using Eviews 10  

 
Table 4: Diagnostic test result. 
 

Diagnostic Test  Test Value Probability 

Normality  Jarque-Bera 0.474338 0.788858 

Serial Correlation  Chi-Square 2.020536 0.1650 

Heteroskedasticity Test  F-statistics 1.197386 0.3535 
Source: Authors computation using Eviews 10  

 
The null hypothesis is that there is no serial correlation 
among the variables. The analysis shows that there is no 
correlation in the error terms because the p-value of 
0.1650 is greater than 5% level of significance, we accept 
the null hypothesis; therefore, there is no serial 
correlation among the variables. The Breusch-Pagan-
Godfrey Heteroskedasticity test result shows that the F-
statistics is 1.197386 and the p-value of 0.3535 is greater 
than 5% level of significance. Since the probability level is 
higher than 5%, there is therefore heteroscedasticity is 
present. The result of the Ramsey test shows that all 
variables were accurate for running the ARDL regression 
analysis, because the t-statistics of 0.222823 is greater 
than 5% level of significance. This shows that there is 
non-linearity in the regression equation and it would be 
concluded that the linear model is appropriate. The result 
also shows that the variables are stable because the 
probability of the t-statistics and F-statistics are the same 
(Table 4). Also, from (Figure 1) below the normality test 
indicate that the model is stable.  
 
RESULTS AND DISCUSSION 
 
The analysis of   the   model for   the   study   conducted, 

derived the data used from the CBN Statistical Bulletin 
(2019), to test the model formulated. The descriptive 
statistics showed the summary of the statistics of the 
variable both dependent and independent variable, which 
measure the mean, median, standard deviation, kurtosis, 
skewness, minimum and maximum for each variable. The 
unit root test which was done via Augmented Dickey 
Fuller unit root test (ADF) reveals Gross Domestic 
Product Growth Rate is stationary at level, while General 
Government Final Expenditure, Inflation Rate and Official 
Exchange Rate are stationary at first difference, meaning 
that they are integrated of order one. The ARDL test 
analysis shows that government spending is not 
statistically significant at 5%, but significant at the 4th 
period lag and has a relationship with GDP. The result 
shows a 1 unit change in the 4th period lag of 
Government Spending would lead to a 1.09 unit decrease 
in economic growth. The analysis also shows that the 
current period lag is statistically significant. The current 
period shows at 5% level of significance that it has a 
relationship with economic growth. The result shows a 1 
unit change in inflation will lead to a 0.12 unit decrease in 
economic growth. The analysis also shows that the 
current period of exchange rate and its lag except for the  
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Figure 1: Normality test result, Source: Authors computation using Eviews 10  

 
 
 
2nd period lag is statistically significant. At the current 
period and 4th period lag, a 1 unit increase in exchange 
rate would lead to an 8.64 and 6.79 unit decrease in 
economic growth while a 1 unit increase in the 1st and 
3rd period lag of exchange rate, would lead to a 6.96 and 
5.55 unit increase in economic growth. The ARDL bound 
testing shows that there is a long run relationship 
between Economic Growth and Inflation. The normality 
test showed that the analysis of the ARDL test is 
accurate, as the probability of the Jarque-Bera was larger 
than 5% level of significance. From the analysis carried 
out in the study, it was seen that there is no serial 
correlation among the error terms because the F-
statistics is greater than 5% level of significance. Using 
the Breusch-Pagan-Godfrey Heteroscedasticity test the 
analysis also showed the presence of heteroscedasticity 
because the F-statistics 1.197386 is greater than 5% 
level of significance. Finally, the test of stability, using the 
Ramsey RESET test showed that all variables were 
accurate for running the ARDL regression analysis, 
because the probability of the t-statistics and the F-
statistics is greater than 5% level of significance. In 
conclusion the various analyses conducted shows that 
they met their apiori expectation.  The study's findings on 
government performance translating to economic growth 
are similar to those of Jelilov and Musa (2016) in their 
study of government expenditure and economic growth in 
Nigeria. 
 
Conclusion 
 
From the results and findings of the research, 
Government Consumption expenditure, Inflation rate and 
Official exchange rate as a measure of the government 
performance has a significant relationship with economic 
growth in Nigeria. Extensive research has also shown 

that even in the long run inflation rate have significant but 
negative impacts on economic growth. The research also 
shows that exchange rate plays a role in price 
determination and also has control of the market and 
influences economic growth. Unemployment also plays a 
role in the economic growth and development of the 
country. The spending of government also has an effect 
on the economic growth of Nigeria.   
 
Policy Recommendation  
 
Based on the findings of this study, the following policy 
recommendations are suggested:  
 
1. Policy makers should focus on maintaining 
inflation at a low rate which would result to a stable 
general price level that would have a significant impact 
on economic growth.  
2. Government should promote economic growth 
through price stability, as well as improving the regulatory 
and supervisory frameworks to secure a strong financial 
sector for efficient intermediation.   
3. Monetary policies should be used to create a 
favourable investment climate by facilitating the 
emergency of market-based interest rate and exchange 
rate regimes that attract both domestic and foreign 
investments, create jobs, promote non-oil export and 
revive industries that are currently operation far below 
installed capacity.   
4. Policymakers should also keep inflation and 
exchange rates under control since they help to mitigate 
the negativity of volatility on growth, since the contribution 
to economic growth is tightly connected to international 
trade and investments.  
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