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CHAPTER ONE
INTRODUCTION
1.1 Background of the Study
The Nigeria economy has been plagued with several challenges
over the years. Researchers have identified some of these challenges as; Gross mismanagement/misappropriate of public funds (Okemini and Urata,2008). Corruption and ineffective economic policies (Gbosi, 2007); jack of integration of macroeconomic plans and the absence of harmonization and coordination of fiscal policies (Onoh,2007); inappropriate and ineffective policies (Anyanwu,2007). Imprudent public spending and weak sectoral linkages and other socioeconomic maladies constitute the bane of rapid economic growth and development (Amadi et al, 2006). It is evident that one of Nigeria’s greatest problems today is the inability to efficiently manage her enormous human and material endowment.
Fiscal policy as a macroeconomic tool became necessary in Nigeria given the enlargement in the size and growth of the public sector. There has been a tremendous growth in the public sector in Nigeria over the years. This can be traced to several factors among which includes the need for reconstruction after me civil war which was facilitated by the enhanced that accrued from the oil boom of 1970s; the militarization of governance and the oil glut of 1980s. Following the fall in the international price of oil in the 1980s, government revenue dwindled and poverty revenue widespread and pervasive. It became imperative that government intervention is needed to correct the perceived imbalance resulting from the oil shock. In view of this, several fiscal measures were introduced during this period including Structural Adjustment Programme (SAP).  The broad objective of SAP was to totally restructure the productive base of the  economy with particular references to agricultural sector and import substitution industries with a view to preserving  the nation’s foreign exchange.  This being the case however, the nation’s economic problems remained intractable even with SAP.
 The problems were the continued depreciation  of naira in the foreign exchange market, stow growths, high at volatile  interest rates, and near paralysis of the real sector, increasing fiscal deficits, inflation, increasing unemployment and reduction me standard of living if most Nigeria   The end result was that SAP  failed to achieve its intended objectives and was subsequently suspended in 1993.
In spite of many and frequently changing, fiscal, monetary and other macro-economic policies, Nigeria has not been able to harness her economic potentials for rapid economic development (Ogbole, 2010). It is against this background that this researcher wants to systematically investigate and empirically test the effect of fiscal policy on economic gro CHAPTER FIVE

5.0 SUMMARY, CONCLUSION AND POLICY RECOMMENDATION:

5.1 Summary:
The impact of fiscal policy on economic growth was propelled due to the increase of government expenditure over the years and its continuous cry for increasing source of revenue. The objective of this study is to determine the impact of public Expenditure redistribution of income and reducing poverty in the country (Nigeria) and also, to determine the impact of government revenue on poverty reduction.
The data used for the research are from CBN statistical bulletin. Also, the technique of analysis adopted was Ordinary Least Square and the model for the analysis was a linear model.
Furthermore, the result from the research estimate government expenditure as having a negative impact on GDP growth rate, government revenue as also having a positive impact on GDP growth rate, government transfer as also having a positive impact on GDP growth rate while government debt was showing a positive impact on GDP growth rate.
5.2 Policy Recommendation
In line with the findings of this research work, the researcher hereby recommends the following:
1) 
The government should channel most of her expenditure
 in capital investment and reduce its recurrent expense.
2) 
The government should embark on privatizing some of her enterprise that can be effectively managed by the private sector thereby reducing its expenditure.
3)
 The government should concentrate on transferring more to the private sector rather than transferring to the consumers this will definitely increase the productivity of the economy thereby leading to economic growth.
When these policies are implemented, we can be rest assured of achieving a higher result from the oil sectors and also reviving the non-oil sector of the economy which will definitely reflect in the growth rate of the economy.
These policy recommendations are expected to lead the Nigerian economy to a greater height.
5.3 Conclusion
The result of the analysis showed that in Nigeria’s economy, government expenditure exhibit a negative relationship with output growth rate. This is surprising because it does not go in line with theory postulate due to high level of wasteful spending, corruption and poor policy implementation in the country (Nigeria).
Among the explanatory variables included in the model was government revenue which was found to exhibit positive link with output growth, government transfer which was found to exhibit positive link with output growth meanwhile, government debt exhibited a positive relationship with output growth rate.
wth with a view to making a realistic recommendation on how to improve on the macroeconomic management of the economy via fiscal instruments.
1.1      Problem Statement
This study assesses the effect of fiscal policy on economic growth in Nigeria. The choice of this topic is induced by the poverty situation in the country. The country has a great potential for economic advancement based on its vast material and human resources. Yet, these are not utilized to advance the course of welfare in the society. Fiscal policy is still widely organized as a potent toot for enhancing growth, redistributing income and reducing poverty (though the Nigeria experience is tending to suggest otherwise).  These are the problem statement of the research:
1. What is the impact of public expenditure on economic growth,
       in Nigeria?
2.  What is the impact of government revenue on economic growth in nigeria?
These are crucial questions to ask given the renewed interest of the current democratic dispensation in achieving economic growth and given the effort of the government to meet up with the millennium development goals and vision 2010.
1.3 Objectives of the Study
The broad objective of this study is to systematically examine the effect of fiscal policy on economic growth in Nigeria.
The specific objectives are
1. To determine the impact of public expenditure on economic 
growth, in Nigeria.
2.  To determine the impact of government revenue on economic growth in nigeria
1.3
 Statement of Hypothesis
The working hypothesis of this study is to investigate into the effect of fiscal policy on economic growth in Nigeria.  The specific objectives are:
1. To determine the impact of public expenditure on economic growth,
2. To determine the impact of government revenue on poverty reducing.
1.4
Statement of Hypothesis
The working hypothesis of this study is to investigate into the effect of fiscal policy on economic growth in Nigeria. To this end, the hypothesis  is stated thus:
H0:
-
government public expenditure has no effect on economic   growth in Nigeria.
H0:
-
government revenue has no effect on economic growth in                   Nigeria.
1.5
significance of the Study
  Policy is a vital instrument in the macro-economic management country. As a result, the stability or otherwise of any economy depends on the efficient management of fiscal policy in the economy, In view of this, this  research work is designed to serve the interest of policy makers and government alike in policy formulation and implementation. Researchers and students of economics will equally find the work useful.
1.6 Scope and Limitation of The Study
The primary focus of this study is on the Nigerian economy. In conducting this research, GDP is used as proxy for economic growth while government revenue (comprising oil revenue and non oil revenue), government expenditure (comprising capital and recurrent expenditure), public dept (comprising domestic and external debt)1 and public transfer are used as fiscal policy variables. The study spans the period of 40 years covering from 1970 to 2010. Data is sourced from the Central Bank of Nigeria (CBN) statistical bulletin Vol.15 2007.
1.7   Definition Of Terms
1.7.1   Fiscal Policy 
Fiscal policy is the use of government spending and taxation to influence the economy. Governments typically use fiscal policy to promote strong and sustainable growth and reduce poverty. Fiscal policy also involves the use of government spending, taxation and borrowing to influence both the pattern of economic activity and also the level and  growth of aggregate demand, output and employment.  Anyanwu (1999) defined fiscal policy as that part of government policy concerning the raising of revenue through taxation and other means and deciding on the level and pattern of expenditure for the purpose of influencing economic activities or attaining some desirable macroeconomic goals. Furthermore, he defined it as the policy of the government with respect to the level of government expenditure (on purchases of goods and services, and on transfers), the tax structure, and debt operations. That is, government areas on three major macro-economic activities; such as: 
(a) 
Spending on goods and services, and transfer;
(b) 
Taxing, and;
(c)
 Borrowing. 
Jhingan (2OC’5 defined fiscal policy as government actions affecting its receipts and expenditures which are ordinarily taken as measured by the government’s  net receipts its surplus or deficit.
1.1.2 Economic Growth
Economic growth is defined as the increase overtime of an economy’s capacity to produce. The amount of goods and services needed to improve the wellbeing of the citizen in increasing numbers and diversity. It is the steady process of by which the production capacity of the economy is increased overtime to bring about rising levels of national income  (Todaro,1977). It is conventionally measured as the percent rate of increase in real GDP. Growth is usually calculated in real terms, i.e. Inflation adjusted terms, in order to net out the effect of inflation on the price of the goods and services produced. Thus, in discussing growth, it is imperative to examine the behavior of the population overtime. This is because economic growth becomes a useful concept if it leads to an improvement in well being of society overtime and this can happen only if the rate of population lags behind that of economic growth overtime. Thus, growth is a steady process of increasing the productive capacity of the economy and hence of increasing national income being characterized by ç; rates of increase of per capita output and total factor productivity,  labor productivity.
CHAPTER TWO
 LITERATURE REVIEW
2.1 Conceptual Framework
Through review of literature in research writing is crucial. Knowledge is incremental (hillofbeans 0rg. 2011). Therefore, a study of the existing knowledge in this research study is not just mere academics. According to Ugbor (2012), the conceptual framework of the literature review is a summary of the researcher’s own idea in the study. Mapping will be used to explain my study.
Concept of map is a kind of diagram that lays out key ideas related to area and indicates relationships between these areas of this study (hillofbeans.Org, 2011).







2.1.1 Interpretation of the Framework
Fiscal policy involves the use of government spending, taxation and borrowing to influence the pattern of economic activities and also the level and growth of aggregate demand, output and employment. Fiscal policy is used to achieve macroeconomic policy; it is to reconcile the changes which government modifies in taxation and expenditure, programmes or to regulate the full employment price and total demand to be used through instruments such as government expenditure, taxation and debt management.
The fundamental purpose of taxation is to finance government expenditure. Expenditure supposed to be to provide security for the country or state and to promote the wellbeing of the citizens. Major government spending can be classified as national defense, education, social welfare, interest on the national debt and pensions. Beyond this primary purpose, modern tax systems are also guided by principles of efficiency, equity and simplicity.  The tax systems can be used for purpose other than revenue raising. In certain situation imposing a tax may potentially increase efficiency if markets fail to price factors such as health costs of particular types of behavior such as cigarette smoking.  Such costs external to the mechanism are referred to as “externalities”.  Some OECD countries have imposed specific taxes in an attempt to use market prices to allocate resources efficiently, taking into account some of these externalities.
Typically, the objectives of fiscal policy are directed towards maintaining sound public finance. Importantly, fiscal policy is used to promote economic conditions conducive to business growth while ensuring that any such government actions are consistent with economic stability thereby creating for rapid economic growth.
2.2 Theoretical Framework
Theoretically, government expenditures is positively correlated with GDP (Anyanwu, 2007), McConnell and Brue (2005) and Onoh (2007). The underlying assumptions however are that; first, the economy is operating below the full equilibrium level and secondly, the expenditure is channeled to productive investments to increase output of goods and services, and to increase national income. As a result, increase (decrease) in government expenditure may lead to increase (decrease) in GDP. However, government expenditure should not be increased indefinitely to avoid inflationary pressures setting in the increase should continue only to the point of achieving full employment level.
Ekpo (2004) in Adeoye (2006), observed that in Nigeria (2000-2010).  Public spending on infrastructure crowed in private investment and thus, spurs economic growth (though private investment was reported to be more efficient than public investment). According to Aregbeyen (2007), the studies of Dearajan et al (2006), Fuente’s (2007), Amin (2008), Kneller et.al (2009) and Bose et.al (2003) indicate correlation between fiscal policy and economic growth.  Eevaraja et a (2006) found that productive government expenditure enhanced economic growth. Fuente’s (2007) investigation of 21 Organizations Economic Cooperation and Development (OECD) countries (2005-2010) showed  that public expenditures sometimes tend to crowed-out private investment through reduction of disposable income and savings and may exert some negative ‘externalities” effect on the level of productivity.
Furthermore, the study conducted by Kneller et al (2009) confirmed the studies of Devarajan et.al (2006) and Fuente (2007). Bose et. al (2003) found that government capital expenditures in GDP is positively and significantly correlated with economic growth but that the growth effect of current are s insignificant. Aregbeyen (2007) believed that though government expenditures were necessary for economic growth, the quality of such expenditure is of more important consideration. According to him, the quality of government expenditures is the distribution of government expenditure between capital and consumption purposes on one hand and current and consumption purposes on the other hand. This classification is important in a dynamic framework because it focuses attention on the impact of public expenditure on private savings and investment and hence, capital accumulation. Another area of interest in the literature has to do with the complementarities or substitution between public and private expenditures as they affect private savings. Like the case of taxation, the empirical evidence of the growth effects of public expenditure as a share of GDP, is inconclusive (see for example, Ram. 2006; Levine and Reneit,2002, Barro and Sala-i-Martin,2005). One reason for this inconclusive evidence is that the direction of causation is usually difficult to ascertain. It is sometimes suggested that another reason for this inconclusive evidence is that the relationship between growth and fiscal variables may not be particularly monotonic over the levels of these variables or over income, or both.
In fact, it can be argued that increasing levels of public expenditures would !Lrst raise and then reduce growth (Tanzi and Zee, 2007). The combined effect of taxation and expenditure (budget balance) is usually referred to as budget policy.  It is usually argued that budget policy may have growth effects that are separate from those related to the absolute level of either taxation or public expenditure, as discussed above (Tanzi and Zee, 2007). This is usually the case if one considers the stability implications of budget imbalance. A related but distinct case is the possibility of behavioral response from the private sector based on such imbalance (irrespective of the mode of financing such imbalance). In other words, the issue is whether there is neutrality between debt and tax financing of budget policy. The trade-off is seem from the disincentive effects of distortive taxes that are required to finance direct or indirect transfer payments from the rich to the poor.
    Studies have demonstrated that under fairly general assumptions about (heterogeneous) individual preferences regarding income and work efforts, the efficiency cost of pursuing an egalitarian policy could be prohibitively high (see, for example. sinn,2006). n this traditional view, polices effecting a redistribution of income towards equality could exact an increase in the price of (aggregate) output loss that  is likely to be larger than the reduction in income inequality achieved by  such policies.   Hence, in a dynamic framework such a view leads to the conclusion that there is an increasing marginal cost, in terms of growth forgone of  income redistribution on account of the saving—depression effect of taxation. The view has been challenged by some strand of researches which argue that  and the expenditure that it finances are a form of social  insurance over an economic agent’s lifetime against certain type of risk for which private insurance may not be available. Consequently, redistribution policies could stimulate productive risk taking and output growth, although such behavior does not necessarily result in greater equality in the after-tax distribution of income (see, for example, Sinn, 2005 and 2006). Another view emphasizes the important of various aspects of financial market imperfections for growth. The point here is that the potential productivity of the poor cannot be fully realized unless they are given the opportunity to participate in financial markets If financial markets were perfect, the poor would be able to borrow against their future earnings to acquire. For example, basic needs and human capital.  In the absence of such market however, redistribution policies are needed to raise the standard of living of the poor at least beyond some threshold so that they can become productive members of the society and; consequently, contribute to growth. An implication for budget policy from this strand of literature is clearly that redistribution budget policies that result in less income inequality could well promote growth. There is also the politic& economy approach to redistributive budget policy in the literature (Tanzi and Zee, 2007).
2.3 Empirical Literature
The effect of fiscal policy on economic growth has been one of the most  debated and controversial issues in economics. There is a voluminous empirical literature examining the relationship between fiscal policy and economic growth. Some of the contributions includes: Lavine and Renelt (2002), Eugene and Skinner (2002). Villanueva (2004). Kirmendi and Meg (2005), Landau (2Q06), Skinner (2007), Ram (2006) and (2007), Grier iar Easterly and Rebelo (2003), Esaterly and others (2CC 3), Tullock (2009), Koester and Kormendi (2009), Abd Barn (2001).
One of the fiscal parameters that are considered to have a negative impact on economic growth is the size of government budget deficit. The standard explanation in the literature is that government deficit crowed –out private capital formation by increasing interest rate and reducing the amount of savings available for private investors. To the extent that deficits are used for investment purposes, the country’s total capital formation might not necessarily decline. However, the relative productivity of public of economic growth long as the return to public capital is below that of private capital, deficit negatively affects the GDP growth rate.
Contrary to this view, the Ricardian equivalence proposition suggests that government deficit has no effect on economic growth. Because current government deficits must eventually be paid with higher taxes in the future, households will save more now to pay the higher taxes in the future. Another element of fiscal policy that influences the rate of economic growth is that the level of government spending. Barro (2008 and 2009) finds that per capita GDP growth rate and investment GDP ratio are negatively correlated to government expenditure as a share of the GDP. Barro (2009) suggested that government consumption induces distortion in the economy and provides no offsetting stimulus to GDP and investment.
Kormendi and Megure (2005) find no evidence that the growth in the ratio of government consumption to output has any adverse effect on economic growth. Following Kormendi and Megure and using a larger sample of countries including both the OECD and developing countries, Grier and Tullock (2009), find a strong negative correlation between growth and government consumption as a fraction of GDP growth rate. Similarly, Landau (2006) in a cross-section study of 96 countries finds that government consumption reduces growth.
 Easterly and others (2003) failed to find a significant correlation between growth and government consumption share of GDP.  In a more comprehensive summary of the association between measures of fiscal policy and the rate of growth, Easterly and Rebelo (2003) find that the effects of fiscal variables on economic growth are statistically fragile. The only fiscal variable in their study tat is consistently correlated with the growth of GDP and private investment is the government budget surplus.
A more important dimension in the analysis of fiscal policy on economic growth is the extent to which fiscal spending is financed through distortionary taxation. Distortionary taxation lowers the incentive to save and invest thereby lowering the rate of capital accumulation and economic growth. a number of cross-section studies have analyzed the relationship between taxation and  differences across countries. A renew of this literature is in Ireland The statistical results from these studies are inconclusive. While some studies find that taxes have effect on long-term growth rate, others find no significant effect. After controlling for the initial level of GDP and using different a measures, Koester and Kormendi (2009), find that average and marginal tax rates are negatively correlated with growth. However the coefficients of Doth the marginal and average tax rates are not statically significant. Likewise, Easterly Rebelo (2003) concluded the evidence that tax rates matter for growth in fragile. When they controlled for other correlates of growth, only the marginal income tax rate and the ratio of income taxes to personal income remained significant in their cross-country regressions.
Helms (2005) analyzed the growth effects of state and local taxes. He argues that higher taxes can stimulate economic growth if used to finance development expenditures. After controlling for all sources and uses of taxes in a pooled time-series-cross-sectional regressions, in the period (2005-2011),
Helms find that taxes have a negative significant effect on growth. The Helms regressions indicate that the coefficient of the tax rate can be positive if taxes finance productive expenditures, and can be negative if tax receipts are used to finance welfare transfers. Redistributive public transfers adversely affect the pace of economic growth. Alesia (2004) and Lee (2002), find that for a given tax rate, an increase in public transfers reduces the rate of economic growth. In cross-section empirical work, Barro (2009) and Barro and Sala-i-martin (2002), find  that holding the size of government constant, public transfers are positively correlated to capita income growth rate.
CHAPTER THREE
METHODOLOGY
The scientific nature of economics lends credence to the systematic approach usually adopted in order to arrive at objective results. Economic theories when observed in different environments, experience shocks (positive or negative) and expectations from policy makers and participants in the economic activities generally. This study will adopt the approach used by Nilicy et at (2003) but will differ in some of the variables used and functional specification of the models. Given the inevitable and varying economic environments, the substance which provides the evidence to support any result is the methodology; thus reconciling the mismatch between economic theories and its ability to thrive in different environments which could arise some times
The primary aim of every economic research is to arrive at a conjunction of economic Theory, actual measurement using the theory and techniques of statistical inference as the matching bridge Haavelmo, 1994). The emphasis on the methodology hence adds value to any research.
3.1 Source of Data
 Data used in this work are secondary data obtained from the Central Bank of Nigeria (CBN) Statistical Bulletin
3.2 Model Specification
In regression analysis and related fields such as econometrics, specification is the process of converting a theory into a regression model. One of the assumptions of the classical linear regression model is that the model used in the analysis should be correctly specified. If the model is not correctly specified, we encounter the problem of mode speciation bias or model specification error (Guajarati, 2003). This process of specification is very fundamental in defining the nature of the final results that will be obtained in the model. The model specified is a multiple regression because of the inclusion of more than one independent valuable. The functional form of the model can be specific as follows:
GDP=F GREEN, GEXP, PDEBT, GTR)----------------------- (1)
The mathematical form of the model is specified as:
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The econometric form of the model is specified as:
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Where: 
GDP 

=
 Gross Domestic Product
GREN
= 
Government Revenue
GEXP= Government Expenditure
PDEBT= Public Debt
GTR= Government Transfer
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4  are the partial slope coefficients or parameters which measures how a change in the exogenous variables, GDP.
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=
Intercept term
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=
Stochastic error term

Guajarati (2003) defines the  [image: image36.png]


as a random variable that has well defrned probabilities. The stochastic error term captures all other factors that affect economic growth but is not taken into account. The use of the stochastic error term for this is also in line with accam razor’s principle of parsimony which states that if we can explain the behavior of Y (which the dependent variable is economic growth substantially with two or three variables and if our theory is not strong enough to suggest what other variables might be included then we should not introduce more variables. He suggests we use the stochastic error term ( [image: image38.png]


) to represent all other variables. In doing this, we should make sure that the relevant and important variables are not excluded in other to keep the regression model simple. The dependent variable is the economic growth and the independent variables are government revenue, government expenditure, public debt and government transfer.
3.2.1 Definition of Variables
The choice of the variables employed in this research is a function of the evidence provided by literature and the economic relationship that exist between ne dependent and the independent variables.
· Gross Domestic Product (GDP): It is used as a proxy for economic growth. This is because, it is inflation adjusted measures of the total monetary value of the goods and services a country can produce in a given fiscal year. This car show how the economy has grown or deteriorated during a given period of time. Nigeria, a developing economy has experienced on the average an increasing budget over time. Part of this expenditure is channeled into the general administration. It is seen as a core variable in this analysis because quite a number of questions have been raised by people concerning the size of the budget that is spent on general administration. According to Wagner, a country undergoing industrialization will experience an expansion in administrative functions. This he referred to as the regulatory role of the government and the complex legal relationships that needs to be developed in industrializing countries. This increase in administration expenditure will thus lead to an increase in economic growth because it is fundamental in developing the structure of the economy.
· Government revenue (GREN): Is another core variable that affects economic growth. It is the total amount accrued to the Government treasury from all sources in a given year
· Government Expenditure (GEXP): This is the total amount spent by the government on both capital and recurrent projects in a given year.
· Public Debt (PDEBT): This consists of all loans taken by the government from.’ both internal and external sources for varying lengths of time (i.e. for short-term and long-term periods).
· Government Transfer (GTR): These include government expenditures on debt services, welfare insurance premium, old age allowances) unemployment benefits, pension services, etc.
3.3
Estimation Analysis
The ordinary least square (OLS) multiple regression model is employed in finding the relationship between the dependent variables and the independent variables. The procedure is employed to determine the magnitude of changes between the dependent variable and independent variables holding other independent variables constant. Since theory posits linearity among variables, the OLS technique is suitable for these relationships. This technique is based on the Best Linear Unbiased Estimators (BLUE) properties and also emphasizes on the st for statistical significance. Thus, the estimators of ordinary least square (OLS) are consistent and sufficient.
The computer software used for this analysis are; Microsoft Excel for ling of data and E-view 3.1 for carrying out econometrics tests.
3.4
Techniques For Evaluation Of Results
There are three (3) criteria evaluation of results namely;
1) Evaluation Based on Economic Criteria
2) Evaluation Based on Statistical Criteria
3) Evaluation Based on Econometric Criteria
3.4.1 Evaluation based on Economic Criteria or a Priori Expectation
This has to do with evaluation of the signs and magnitudes of parameter estimates based on theory. Here, you determine whether the variable conforms to economic theory or not. The table below summarizes the economic expectation of the parameter.
	PARA-METERS
	                  EXPLANATION
	A PRIORI SIGN
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1
	Government revenue is expected to be positively related to GDP. This im0plies that an incr3ease in government revenue results to increase in GDP and hence, growth
	+
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2
	From economic theory, an increase in government expenditure leads to increase in GDP, ie National income via multiplier effect
	+

	[image: image46.png]


3
	Increase in public debt reverses growth because a large proportion of the government revenue will be devoted to debt serving, the bulk of which comes from taxation.  This has the effect of reducing the disposable income of consumers and hence private investment is reduced.
	-


CHAPTER FOUR
4.0      PRESENTATION AND ANALYSES OF RESULTS

In this Chapter, we will present the regression results and subject them to various economic, statistical and econometric tests. And, the hypothesis posed earlier in this study will be tested based on these empirical results.

 4.1 The Regression Results

Table 4.1 Summary of Regression Result 

	Variable
	coefficient
	Standard       Error
	Computed

t-value
	probability
	Test Result

	C
	9.397731
	0.369668
	25.42211
	0.0000
	 ____

	Log(GEXP)
	0.198327
	0.134431
	1.475310
	0.1509
	 NSS

	Log(GREV)
	-0.254285
	0.161873
	-1.570891
	0.1271
	NSS

	Log(GTR)
	0.156391
	0.229280
	2.252225
	0.0320
	SS

	Log(PDEBT)
	-0.147670
	0.129642
	-1.139055
	0.2640
	NSS


Where; NSS= Not statistically significant
SS= Statistically significant
4.2   Examination of algebraic sign of the parameter estimate

Table 4.2 Result of A priori Test
	Variable
	Expected Sign
	Post-Test Sign
	Test Result

	Log(GEXP)
	+VE
	+VE
	CWES

	Log(GREV)
	-VE
	-VE
	CWES

	Log(GTR)
	+VE
	+VE
	CWES

	Log(PDEBT)
	-VE
	-VE
	CWES


CWES= conforms with the expected sign
This subsection is concerned with evaluating the regression results based on a priori expectations. The signs and magnitude of each variable coefficient was evaluated against theoretical expectations.

The signs of the variable coefficient from the estimated model are in line with a priori expectations. Government expenditure and government transfer payment has a positive relationship with economic growth (RGDP). While government revenue and public debt has negative relationship with economic growth (RGDP).
From the same empirical results, it is observed that the relationship between the co-efficient of non-oil exports is positive. Therefore, for the algebraic sign of non-oil exports to show positive, this indicates increase in the economic growth.

· CONSTANT
The constant term is estimated at 9.397731 which mean that the model passes through the point 9.397731 mechanically, if any of the independent variables is zero, keeping the constant, the value of RGDP would be 9.397731
· GOVERNMENT EXPENDITURE
The estimated coefficient for government expenditure is 0.198327 respectively; this implies that if we hold all other variables affecting economic growth constant, a unit increase in government expenditure will lead to a 0.198327 increase in real gross domestic product on the average. 
· GOVERNMENT REVENUE
The estimated coefficient for government revenue is -0.254285 respectively; this implies that if we hold all other variables affecting economic growth constant, a unit increase in government expenditure will lead to -0.254285 decrease in real gross domestic product on the average.
· GOVERNMENT TRANSFER

The estimated coefficient for government transfer payment is 0.156391 respectively; this implies that if we hold all other variables affecting economic growth constant, a unit increase in government expenditure will lead to 0.156391 increase in real gross domestic product on the average.
· PUBLIC DEBT

The estimated coefficient for public debt is -0.147670 respectively; this implies that if we hold all other variables affecting economic growth constant, a unit increase in government expenditure will lead to -0.147670 decrease in real gross domestic product on the average.

4.3 statistical Test of significance 

Table 4.3: Result of t-Test of Significance

	Variables
	t-computed (t*)
	t-tabulated (ta/2)
	Conclusion

	Log(GEXP)
	1.475310
	2.042
	NSS

	Log(GREV)
	-1.570891
	2.042
	NSS

	Log(GTR)
	2.252225
	2.042
	SS

	Log(PDEBT)
	-1.139055
	2.042
	NSS


SS= statistical significant

NSS= not statistical significant

Table 4.4: Result of f-Test of significance 

	Computed F-Ratio(F*)
	Critical F-Ratio(F0.05)
	Test Result

	30.11676
	2.69
	Statistically significant


4.4 Evaluation of the Working Hypothesis 

4.4.1 Interpretation of R2 Result

The coefficient of determination R2 from the regression result, the R2 is given as 0.805977 this implies that 80% of the variation in economic growth is being explained by the variation in the dependent variables.
4.4.2 Interpretation of the t-Test Result 
A critical examination of the table in section 4.3 Hence, GEXP, GREV and PDEBT t*< ta/2 (1.475310, -1.570891 and -1.139055 respectively < 2.042), therefore we accept the null hypothesis (Ho) and reject the alternate hypothesis (H1), therefore GEXP,GREV PDEBT has No significant relationship on the real gross domestic product. And Hence, GTR t* > ta/2 (2.252225 > 2.042) therefore we reject the null hypothesis (Ho) and accept the alternate hypothesis (H1), therefore GTR has significant relationship
4.4.3 Interpretation of F-Test Result
As shown in the table 4.4, the computed F-statistics is greater than the tabulated F-statistics i.e f*(30.11676)> f0.05 (2.60) therefore we reject the null hypothesis and conclude that the independent variables are statistically significant on the entire regression plane.
4.4.4 Result and Interpretation of Autocorrelation Test
Table 4.5 Result of Autocorrelation Test

	Du
	d*
	4-du
	Test Result

	1.808
	0.595617
	2.192
	Autocorrelation present


The result as shown in table 4.5 shows that there is a presence of autocorrelation problem in the model as the computed Durbin Watson statistics did not fall within the zero autocorrelation regions of du<d*<(4-du). 
Where,

d*= computed Durbin-Watson=1.308735

du= upper Durbin-Watson= 1.808

K=5 and N=34

4-du=4-1.808=2.192

Substituting into the region (du<d*< (4-du), we have 1.808<1.308735<2.192

The above analysis shows that Durbin-Watson falls outside the zero auto-correlation region. Thus, there is presence of autocorrelation. The remedial measure to this is the use of first difference equation,

4.5 PRESENTATION AND ANALYSIS OF RESULTS

4.5.1 UNIT ROOT TEST FOR STATIONARITY

Table 1, ADF TEST 

	VARIABLES
	CRITICAL VALUES AT 5%
	ADF STATISTIC
	LEVEL OF INTEGRATION

	RGDP
	-2.9558
	-4.844446
	1(1)

	GREV
	-2.9591
	-7.191500
	1(1)

	PDEBT
	-2.9558
	-5.998601
	1(1)

	 GEXP
	-2.9591
	4.528609
	I(1)

	GTR
	2.9591
	-3.505362
	I(1)


This test for Stationarity is carried out in order to avoid the estimation of spurious regression which cannot be used for future predictions. The test was carried out using the Augmented Dickey Fuller (ADF) and the result shows that all the variables were not stationary at the level form but became stationary at first difference. This can be confirmed from the ADF statistic of the different variables and their critical values at 5%. The ADF values of the different variables are greater than their critical values in absolute values; therefore, we reject the HO and conclude that the variables are stationary at first difference.
4.5.2 ECONOMETRIC CRITERION  

2.  NORMALITY TEST  

 H0 μi = 0 (The error terms are normally distributed).  

Hi: μi ≠0 (The error terms are not normally distributed).  

 At 5% with 4 degree of freedom;  

X2-cal = 14.85225
X2 tab = 9.48773         
 Since 14.85225>9.48773 we reject H0 and conclude that the error term does not follow a normal distribution.  

4.5.3  HETEROSCEDASTICITY TEST: 

 This test is basically on the variance of the error term. The test helps to ascertain whether the variance of the error term is constant. 

H0: Homoscedasticity 
Hi: Heteroscedasticity 
 Decision rule;  

If x 2 cal >x2 tab, reject the null hypothesis H0 and accept if otherwise. 

Under 14 degree of freedom 

X2 -cal= 23.56093
X2–tab= 23.6848
Thus, 23.56093 < 23.6848, it shows that there is no heteroscedasticity in the variance of the error terms. Therefore, the study concludes that the variance of the error terms is equal. 

4.5.4 TEST FOR MULTICULLINEARITY 
    The test was carried out using correlation matrix. According to Barry and 

Feldman (1985) criteria “Multicollinearity is not a Problem if no correlation exceeds 0.80”  
	
	GTR
	PDEBT
	GEXP
	GREV
	RGDP

	GTR
	 1.000000
	 0.968350
	 0.615517
	 0.916273
	 0.940854

	PDEBT
	 0.968350
	 1.000000
	 0.608956
	 0.878897
	 0.922659

	GEXP
	 0.615517
	 0.608956
	 1.000000
	 0.830473
	 0.580062

	GREV
	 0.916273
	 0.878897
	 0.830473
	 1.000000
	 0.889343

	RGDP
	 0.940854
	 0.922659
	 0.580062
	 0.889343
	 1.000000


From the above table, GTR, GREV, PDEBT & RGDP have values in excess of 0.8. Therefore, we can conclude that Multicollinearity does not exist between them. 
CHAPTER FIVE

5.0 SUMMARY, CONCLUSION AND POLICY RECOMMENDATION:

5.1 Summary:
The impact of fiscal policy on economic growth was propelled due to the increase of government expenditure over the years and its continuous cry for increasing source of revenue. The objective of this study is to determine the impact of public Expenditure redistribution of income and reducing poverty in the country (Nigeria) and also, to determine the impact of government revenue on poverty reduction.
The data used for the research are from CBN statistical bulletin. Also, the technique of analysis adopted was Ordinary Least Square and the model for the analysis was a linear model.
Furthermore, the result from the research estimate government expenditure as having a negative impact on GDP growth rate, government revenue as also having a positive impact on GDP growth rate, government transfer as also having a positive impact on GDP growth rate while government debt was showing a positive impact on GDP growth rate.
5.2 Policy Recommendation
In line with the findings of this research work, the researcher hereby recommends the following:
1) 
The government should channel most of her expenditure
 in capital investment and reduce its recurrent expense.
2) 
The government should embark on privatizing some of her enterprise that can be effectively managed by the private sector thereby reducing its expenditure.
3)
 The government should concentrate on transferring more to the private sector rather than transferring to the consumers this will definitely increase the productivity of the economy thereby leading to economic growth.
When these policies are implemented, we can be rest assured of achieving a higher result from the oil sectors and also reviving the non-oil sector of the economy which will definitely reflect in the growth rate of the economy.
These policy recommendations are expected to lead the Nigerian economy to a greater height.
5.3 Conclusion
The result of the analysis showed that in Nigeria’s economy, government expenditure exhibit a negative relationship with output growth rate. This is surprising because it does not go in line with theory postulate due to high level of wasteful spending, corruption and poor policy implementation in the country (Nigeria).
Among the explanatory variables included in the model was government revenue which was found to exhibit positive link with output growth, government transfer which was found to exhibit positive link with output growth meanwhile, government debt exhibited a positive relationship with output growth rate.
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