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Abstract

Public expenditure plays a significant role in improving the economic performance of
any country particularly developing countries like Nigeria where fiscal policy in its
growth and development. despite the increase in government spending, the growth in
the has remains unstable, affecting the effectiveness of public allocation of resource.
Against his background, the study, therefore, examined the relationship between public
spending components and economic growth in Nigeria, focusing on the influence of
capital expenditure, recurrent expenditure, and inflation rate on the gross domestic
product (GDP). Using time series data covering ht period 1994-2023. A sample period
of 30 years was selected, and data were analyzed using multiple regression analysis
the examine the effects of capital expenditure, recurrent expenditure and inflation on
Gross Domestic Product. The resulted indicated that capital expenditure had a
significant negative effect on GDP (β = -19.8039, p = 0.0262), suggesting inefficiencies
and misallocation in public investment projects. Conversely, recurrent expenditure
showed a significant positive impact on GDP (β = 23.9055, p = 0.0000), implying that
operational spending, including salaries and maintenance, stimulates economic
activities and supports growth. Inflation rate exerted a significant negative influence on
GDP (β = -1322.020, p = 0.0452), indicating that rising price levels hinder economic
performance. The model demonstrated a strong explanatory power with an R² of 0.974,
confirming that 97.4% of variations in GDP were explained by public spending
dynamics. The study concluded that while recurrent expenditure promotes economic
growth, inefficiencies in capital expenditure and inflation undermine Nigeria’s economic
performance. Among others, the study recommended that the government should
strengthen transparency and accountability in capital project execution to ensure
effective resource utilization and foster sustainable growth.

Keywords: Capital expenditure, Economic growth, Gross domestic Product, Inflation
rate, Public spending, Recurrent expenditure.

1.0 Introduction
The performance of an economy is always measured by its capacity to sustain
increases in output of goods and services over time, a process commonly described as
economic growth. Economic growth is considered a key indicator of the economic
performance of any nation because it reflects improvements in productivity, income
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levels, and living standards (Ajayi, Alase & Ilugbusi, 2024). Sustained economic growth
plays an important role in improving employment opportunities, reducing poverty, and
enhancing citizens' welfare. Countries that achieve stable economic growth are better
positioned to invest in infrastructure, education, and healthcare, which further promotes
development (Ochieka, 2025).

Despite being the largest economy in Africa, Nigeria has continued to experience
unstable and relatively slow economic growth due to structural challenges such as
overdependence on crude oil, inadequate infrastructure, corruption, and policy
inconsistencies (Aniebo, 2025). Poor economic growth has serious implications for
Nigeria’s economy. It contributes to rising unemployment, increasing poverty levels, low
industrial productivity, and weak economic diversification. According to the World Bank
(2025), a significant proportion of Nigerians still live below the poverty line despite the
country’s large resource base.

One important policy instrument used by governments to control economic activity is
public spending. Government expenditure on infrastructure, education, healthcare, and
other productive sectors can stimulate aggregate demand and improve productive
capacity in the economy (Musgrave & Musgrave, 1989).

Public spending means the money that a government spends in the economy. Each
level of government encounters issues of fraud and misleading information, right from
city or town councils through to federal organizations. Government spending on
production is intended to generate future outcomes. Thus, public infrastructure
investment, investment in education, and investment in health care are key economic
policy instruments. Public expenditure enhances socio-economic activity in Nigeria. The
government can devote funding through public expenditure in order to develop
infrastructure, promote social welfare and economic activities across various sectors of
the economy (Magaji, 2020). In recent years, there has been heightened funding by the
Nigerian government which shows their level of commitment. In 2020, about ₦10.81
trillion was spent by the government as total expenditure, which includes about ₦2.49
trillion for capital expenditure and ₦4.84 trillion for recurrent expenditure (Federal
Ministry of Finance, Budget and National Planning, 2021). These expenditures have
created the environment necessary for future economic growth. For example, Nigeria’s
GDP growth rate bounced back from -1.8% in 2020 to 3.4% in 2021 following the first
wave of the COVID-19 virus (World Bank, 2022).

Public spending on various sectors has contributed to economic growth at varying rates
in Nigeria (Chude & Chude, 2013). Though this statement is quite clear, it needs more
meanings. Government expenditure is commonly categorized into recurrent and capital
components, reflecting the different roles public spending plays within an economy. As
noted by Okere (2019), recurrent expenditure relates to the financial obligations
required for the routine operation of government activities, including payments for
wages, salaries, and other administrative expenses. In contrast, capital expenditure
represents government investment in long-term assets such as infrastructure, including
roads, schools, and healthcare facilities, which are expected to enhance productive
capacity and support economic development. Beyond physical infrastructure, capital
spending may also include investments that indirectly contribute to economic growth by
improving institutional efficiency and public service delivery. This distinction is
particularly important in the context of this study, as the effectiveness of these
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expenditure components in influencing economic growth depends largely on how
efficiently they are allocated and managed.

An important indicator of any economy’s growth is the gross domestic product (GDP) of
a country. The value of goods and services produced by an economy show an increase
over time. The Nigerian economy has been characterized by growth and fluctuations,
induced by internal and external factors–oil price shocks, political instability, fiscal
policies–amongst others. Nigeria’s over-reliance on oil exportation presents severe
susceptibility to oil price fluctuations throughout the world, which affects public
spending and instability (Aniebo, 2025). This has led to a budget deficit in Nigeria over
the years. The re-emergence of interest in growth theory has also led to a re-
emergence of interest among researchers to verify the linkages between public
spending and economic growth in developing countries like Nigeria.

Public expenditure in Nigeria has expanded considerably over time; however, this
increase has not been matched by corresponding improvements in economic
development and overall welfare. Despite rising government spending, the country
continues to experience persistent challenges such as high unemployment, low literacy
levels, and widespread poverty. A significant proportion of the population still lives
below the international poverty threshold, reflecting deep structural imbalances within
the economy. In addition, access to essential services remains limited, as a large share
of Nigerians lack adequate healthcare, clean drinking water, and other basic
necessities required for a decent standard of living (WHO, 2010). This situation raises
concerns about the efficiency and effectiveness of public resource allocation in
promoting inclusive growth.

Nigeria's macro-economic indicators painted a gloomy picture. Nigeria's balance of
payments is at -58%. Its total import obligation was about $35.2 billion to satisfy her
demands. The inflation rate is at 15.7% while the exchange rate as of June 24, 2022,
stood at 304.7. Also, the unemployment rate is at 14.2% while national savings are
13.1% of GDP. Despite being the biggest economy in Africa, Nigeria’s economy is $510
billion (World Bank, 2025). In four decades, Nigeria has not been fortunate.

Despite significant public expenditure, Nigeria continues to grapple with economic
challenges. Therefore, this study aimed to analyze the impact of public spending on
economic growth in Nigeria by examining the effects of capital expenditure, recurrent
expenditure, and inflation on GDP, thereby filling a critical gap in the existing literature
and offering evidence-based recommendations for policymakers.

The primary objective of this study is to evaluate the impact of public spending on
economic growth in Nigeria. To achieve this, the study specifically seeks to:

i. assess the effect of capital expenditure on Gross Domestic Product (GDP) in Nigeria.

ii. examine the relationship between recurrent expenditure and Gross Domestic Product
(GDP) in Nigeria.
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2.0 Literature Review

Public Spending

Public spending is the total money the government spends on different types of goods
and services to perform its jobs and responsibilities in the economy. This covers capital
expenditure as well as recurrent expenditure. Public spending significantly affects
national economic growth through its impact on aggregate demand, resource allocation,
provision of public services (Musgrave & Musgrave, 1989).

Public spending plays a critical role in economic development by influencing aggregate
demand, infrastructure development, and social welfare programs (Onabote &
Oyedokun, 2023). Recent studies have also emphasized that efficient public spending
enhances economic productivity and stimulates long-term growth in developing
economies (Adeleke et al., 2024).

The idea of public expenditure in Nigeria is very similar to that of other countries. It
includes the money that the government spends on goods and services, transfer
payments, and interest on its debt. A significant part of the national income, this
allocation has considerable influence on the economy.

Nigeria’s public spending has been on the rise in recent years. Government
expenditure made up 31.1 percent of the GDP in 2020. Almost all of this expenditure
consists of recurring expenditure (such as salaries and wages and running costs) and
capital expenditure (such as civil works). The Nigerian government uses its budget to
accomplish a variety of things such as encouraging growth through infrastructure
provision, business subsidy for growth, poverty and inequality reduction through social
safety net programs and investing in education and health, and national security
maintenance through military and police funding (CEIC, 2025).

Inflation Rate

Inflation remains a major macroeconomic challenge in Nigeria. Recent studies indicate
that persistent inflation has reduced purchasing power and discouraged investment
activities in the economy (International Monetary Fund, 2023; Ochieka, 2025).

In any economy , inflation is usually described when there is an increae in the price of
goods an service and a fall in the real purcsing power . Consumer Price Index (CPI is
considered as the commonly calculated metric of inflation . It is the percentage
change in the average price of a basket of goods and services usually consumed by
consumers. These include items such as food, housing and transportation, healthcare,
etc (Dania, 2018). Constant increase in inflation lowers the purchasing power of money.
Thus, consumers can use money to purchase fewer goods and services with the same
income. Rising inflation also creates greater uncertainty in the business environment,
causing long-term investment planning and cost forecasting to become ever harder.

In the past few years, Nigeria has seen sustained levels of inflation. Official data shows
Nigeria’s inflation rate rose to 24.08 percent in July 2023, the highest level recorded
since September 2005 (National Bureau of Statistics, 2023). There are several related
reasons for this trend. A core factor has been the removal of fuel subsidies, which
raised the price of petroleum products. This fed through the transportation, production,
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and distribution channels of the economy (Central Bank of Nigeria, 2023). Due to the
fall of the naira, imported commodities have increased in the country, and persistent
floods, insecurity, and climate shocks affecting food supply have led to food inflation too.

Economic Growth

the sustained expansion in the productive activities of an economy over time is known
as the Economic growth and this is commonly measured by increases in real Gross
Domestic Product (GDP). It reflects a rise in the overall goods and services produced in
an economy and serves as a key indicator of economic performance . Sustained
growth of the economy is essential for improving standards of living , poverty
reduction , and enhancing the overall well-being of the population.

From a macroeconomic perspective, capital accumulation, technological advancement,
human capital development, and government policies are factors that drive economic
performance. Recent studies have emphasized that government intervention through
fiscal policy, particularly public expenditure, plays a critical role in stimulating economic
growth by increasing aggregate demand and improving infrastructure development
(Ajayi, Alase & Ilugbusi, 2024).

In developing economies like Nigeria, economic growth is particularly important due to
its role in addressing unemployment, income inequality, and structural imbalances.
However, achieving sustainable economic growth remains a major challenge due to
issues such as overdependence on oil revenues, weak institutional frameworks, policy
inconsistencies, and macroeconomic instability. These challenges have limited the
ability of the Nigerian economy to achieve consistent and inclusive growth.

Furthermore, economic growth is closely linked to macroeconomic stability, especially
inflation. High inflation rates tend to reduce purchasing power, discourage investment,
and create uncertainty in the economy, thereby negatively affecting growth. Empirical
evidence suggests that maintaining stable macroeconomic conditions alongside
efficient public spending is essential for achieving long-term economic growth.

Overall, economic growth remains a central objective of economic policy, and its
achievement depends largely on the effective allocation of resources, sound
macroeconomic management, and efficient public spending.

Keynesian Theory

The Keynesian theory of economic growth, developed by John Maynard Keynes (1936),
emphasizes the role of government intervention in influencing economic activity,
particularly during periods of economic instability. The theory posits that aggregate
demand is the primary driver of economic growth and that insufficient demand can lead
to unemployment and underutilization of resources.

According to Keynesian theory, aggregate demand and promoting economic growth are
stimulated by government expenditure which serve as the critical factor . Increased
public spending on infrastructure, social services, and administrative functions can
generate employment, increase income levels, and stimulate consumption within the
economy. This creates a multiplier effect, where an initial increase in government
spending leads to a more than proportional increase in national income.

The relevance of Keynesian theory to this study stems from its emphasis on the critical
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role of public spending in fostering economic growth. In Nigeria, government
expenditures—both capital and recurrent—are expected to stimulate economic activity
and boost Gross Domestic Product (GDP). Capital expenditures, particularly on
infrastructure, enhance the economy’s productive capacity, while recurrent
expenditures support the daily operations of government and help sustain aggregate
demand.

However, the theory also implies that the effectiveness of government spending
depends on how efficiently resources are allocated. Inefficiencies such as corruption,
mismanagement, and delays in project execution can reduce the positive impact of
public expenditure on economic growth. This aligns with the findings of this study,
where capital expenditure exhibited a negative relationship with GDP, suggesting
inefficiencies in public investment.

Endogenous Growth Theory

The Endogenous Growth Theory, advanced by Robert J. Barro (1990), explains that
long-term economic growth is driven by internal factors within an economy rather than
external forces. The theory emphasizes the role of human capital development,
technological innovation, and government policy in enhancing productivity and
sustaining economic growth.

According to this theory, government expenditure plays a vital role in promoting
economic growth when it is directed toward productive sectors such as education,
infrastructure, healthcare, and research. Investment in these sectors enhances the
efficiency of labour and capital, leading to increased output and long-term economic
development.

The relevance of the Endogenous Growth Theory to this study is based on its focus on
how government spending influences economic growth through productivity
improvements. Capital expenditure, when efficiently allocated to infrastructure and
development projects, is expected to enhance economic capacity and support
sustainable growth. Similarly, recurrent expenditure on wages and maintenance can
contribute to economic stability by sustaining consumption and supporting institutional
effectiveness.

Furthermore, the theory highlights that macroeconomic stability is essential for growth.
High inflation can distort investment decisions, reduce purchasing power, and hinder
long-term economic growth. This justifies the inclusion of inflation rate as a key variable
in this study.

In the context of Nigeria, the Endogenous Growth Theory suggests that effective and
efficient allocation of public resources is necessary to achieve sustainable economic
growth. Poor management of public funds can limit the growth-enhancing effects of
government expenditure, thereby weakening economic performance.

Empirical Review

Adeleke et al. (2024) examined the relationship between government debt and
economic growth in Nigeria using time-series data and found that government fiscal
policies significantly influence GDP growth.

Ochieka (2025) investigated government capital expenditure and economic growth in
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Nigeria and reported that inefficient allocation of capital projects reduces the expected
positive impact of public spending on economic growth.

Okoli, Nwokoye, and Ezedebego (2023) researched "government infrastructural
spending and economic growth." The study investigated the impact of public spending
on infrastructure, including sectors such as transportation, health, education,
communication, and utilities from 1970 to 2020. Findings revealed a positive short-term
impact of spending on communication and utilities, while the impact in other sectors
was less significant. The study concluded that investments in infrastructure are vital for
economic growth and recommended increasing expenditure in high-impact sectors
such as infrastructure and agriculture.

Another study by Ugochukwu and Oruta (2021) investigated the nexus between the
various components of public expenditure and economic performance in Nigeria over
the period 1981–2020. The study employed the Error Correction Model (ECM) and the
Granger Causality Test for analysis. The results in the short run indicated that
recurrent expenditure on agriculture, health, and education had an insignificant
negative effect on economic growth. Similarly, recurrent spending on debt servicing,
roads, and construction showed a positive impact on economic growth.

For capital expenditure, spending on social services was found to have a negative and
significant effect on economic growth, while capital expenditure on economic services
exhibited a positive but insignificant relationship with economic growth in Nigeria.
However, in the long run, all components of public expenditure were found to have a
significant effect on economic growth.

Olonite, Gurowa, Ibrahim, and Ajewole (2021) examined public spending and economic
growth performance in Nigeria over the period 2004–2018, focusing on the impact of
different categories of government expenditure on economic growth. The study found
that capital expenditure had a positive effect on economic growth, indicating its growth-
enhancing role. In contrast, transfer payments were found to exert a negative effect on
economic performance, suggesting that such expenditures may not directly contribute
to productive economic activities.

Conceptual Framework

Independent Variable Dependent Variable

Public Spending Economic Growth

Source: Researchers Compilation

Capital Expenditure

Recurrent Expenditure

Inflation Rate

Gross Domestic
Product
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3.0 Methodology

This study employed research design which is described as ex post factor. The
population of the study involves all indices of economic growth . the sample is the
public spending and its effect on economic growth while the sample size is 30 years
ranging from 1994 to 2023 from a secondary source of data was employed and
gathered from Central Bank of Nigeria (CBN) statistical bulletin, from 1994 to 2023.

In this study, Nigerian performance of the economy was measured by the values of the
Gross Domestic Product (GDP) which is the dependent variable/ explained for this
study, Public Spending will be measured by the values of the Capital Expenditure
(CAPEX), Recurrent Expenditure (RECEX) and the Inflation Rate (INFL) which was
serve as the independent variable/ explanatory variables for this study. All variables
considered are available in the CBN Statistical Bulletin for all the years under study.

Model Specification (In Implicit Form):
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0 Where n=3 independent variables for this study

For this study (In Explicit Form)
Economic Growth = f (Public Spending)
GDPt = f (CAPEXt, RECEXt, INFLt)

……………………………………………………(1)
GDPt = β0 + β1 CAPEXt + β2 RECEXt + β3 INFLt + μ ……………………….………(2)
Where;

GDP = Gross Domestic Product
CAPEX = Capital Expenditure
RECEX = Recurrent Expenditure
INFL = Inflation Rate
β0=Constant Term
β1 - β3 = coefficient of independent variables
μ = error term
The data gathered from the Central Bank of Nigeria statistical bulletin shall be analyzed
using the multiple regression model with the aid of E-View (Version 13). This method
was employed because of the merit of reducing the error sum of squares, efficiency,
and ease of interpretation and comprehension.

4.0 Results and Discussion
The result shows the analysis of all the variables used, descriptive information and
regression analysis.
Data Analysis and Interpretation
Table 1 Descriptive Statistics of Analyzed Variables of Gross Domestic
Product, Capital Expenditure, Recurrent Expenditure, and Inflation Rate.
Statistic GDP CAPEX RECEX INFL
Mean 80105.84 1189.527 4054.602 13.12345
Median 67347.17 879.2873 3319.835 12.71039
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Maximum 229912.9 4486.206 14287.56 24.65955
Minimum 6990.619 239.4509 461.6000 5.386104
Std. Dev. 64034.95 1018.051 3568.097 4.462070
Skewness 0.760857 1.797071 1.357241 0.498662
Kurtosis 2.621606 5.941411 4.231269 3.188013
Jarque-Bera 2.458796 21.56976 8.884432 1.030005
Probability 0.292469 0.000021 0.011770 0.597499
Sum 1922540. 28548.65 97310.45 314.9629
Sum Sq. Dev. 9.43E+10 23837819 2.93E+08 457.9316
Observations 24 24 24 24
Source: Extracted From Eview 13
Table 1 shows the descriptive statistics of the analyzed variables, including Gross
Domestic Product (GDP), Capital Expenditure (CAPEX), Recurrent Expenditure
(RECEX), and Inflation Rate (INFL). The mean value of GDP was recorded at
80,105.84, indicating the average economic output during the period of analysis. The
median GDP value was 67,347.17, suggesting that half of the GDP values were below
this figure. The skewness value of 0.760857 indicates a moderate positive skewness,
suggesting that GDP values were slightly concentrated on the lower side of the mean.
Kurtosis of 2.621606 indicates that the GDP distribution was slightly platykurtic,
meaning it had lighter tails than a normal distribution. The Jarque-Bera statistic of
2.458796 with a probability value of 0.292469 suggests that GDP is normally distributed.
For Capital Expenditure (CAPEX), the mean value is 1,189.527, representing the
average government investment in capital projects during the period. The median value
of CAPEX is 879.2873, indicating that 50% of the values were below this level. A
skewness value of 1.797071 indicates a strong positive skew, suggesting that most
values are concentrated on the lower end with some extremely high values.

The kurtosis value of 5.941411 suggests a leptokurtic distribution, implying the
presence of extreme values. The Jarque-Bera statistic of 21.56976 with a probability of
0.000021 indicates that CAPEX is not normally distributed.
Regarding Recurrent Expenditure (RECEX), the mean value is 4,054.602, reflecting the
average level of government spending on operational and maintenance activities. The
median value of RECEX is 3,319.835, suggesting that half of the values were lower
than this amount. The skewness value of 1.357241 indicates a positive skew, where
values are more concentrated on the lower side with some high outliers. The kurtosis
value of 4.231269 shows a leptokurtic distribution, suggesting the presence of
significant outliers. The Jarque-Bera statistic of 8.884432 with a probability of 0.011770
indicates that RECEX is not normally distributed.
For the Inflation Rate (INFL), the mean value is 13.12345, showing the average
inflation rate during the period under review. The median inflation rate is 12.71039,
indicating that half of the observed inflation rates were below this value. A skewness
value of 0.498662 suggests a slight positive skew, indicating that most of the inflation
rates were close to the mean with few higher values. The kurtosis value of 3.188013
indicates a distribution close to normal (mesokurtic). The Jarque-Bera statistic of
1.030005 with a probability of 0.597499 suggests that the inflation rate data is normally
distributed.
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Table 2: Correlation Analysis

Correlation
t-Statistic GDP CAPEX RECEX INFL
GDP 1.000000

-----

CAPEX 0.914009 1.000000
10.56729 -----

RECEX 0.979225 0.961199 1.000000
22.65032 16.34337 -----

INFL 0.457497 0.559015 0.544746 1.000000
2.413207 3.162261 3.046840 -----

Source: Extracted From Eview 13

Table 2 shows the correlation analysis among the variables: Gross Domestic Product
(GDP), Capital Expenditure (CAPEX), Recurrent Expenditure (RECEX), and Inflation
Rate (INFL).
The correlation between GDP and CAPEX is 0.914009, indicating a strong positive
relationship, with a t-statistic of 10.56729, suggesting a significant impact. GDP and
RECEX have a very high positive correlation of 0.979225, supported by a t-statistic of
22.65032, indicating a strong and significant relationship.
The correlation between GDP and INFL is moderate at 0.457497, with a t-statistic of
2.413207, suggesting a weaker but positive association. CAPEX and RECEX show a
strong positive correlation of 0.961199, while CAPEX and INFL have a moderate
correlation of 0.559015. Finally, RECEX and INFL exhibit a moderate positive
correlation of 0.544746.

Table 3: Regression Analysis: Dependent Variable (GDP)

Variable Coefficient Std. Error t-Statistic Prob.

C 24085.32 7216.137 3.337703 0.0033
CAPEX -19.80393 8.247470 -2.401213 0.0262
RECEX 23.90550 2.326671 10.27455 0.0000
INFL -1322.020 618.9866 -2.135781 0.0452

R-squared 0.974447 Mean dependent var 80105.84
Adjusted R-squared 0.970614 S.D. dependent var 64034.95
S.E. of regression 10977.16 Akaike info criterion 21.59603
Sum squared resid 2.41E+09 Schwarz criterion 21.79237
Log likelihood -255.1524 Hannan-Quinn criter. 21.64812
F-statistic 254.2254 Durbin-Watson stat 1.186336
Prob(F-statistic) 0.000000

Source: Extracted From Eview 13.
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The study adopted a 5% level of significance (α = 0.05). The degree of freedom for the
regression model is (n – k) = 24 – 4 = 20, where n represents the number of
observations and k represents the number of estimated parameters.
Table 3 shows the results of the regression analysis conducted to examine the impact
of public spending on economic growth in Nigeria, using Gross Domestic Product (GDP)
as the dependent variable. The independent variables analyzed include Capital
Expenditure, Recurrent Expenditure, and Inflation Rate.
Intercept (C): The constant coefficient (C) is 24,085.32, which is significant at a
probability value of 0.0033. This implies that when Capital Expenditure, Recurrent
Expenditure, and Inflation Rate are zero, the GDP is predicted to be 24,085.32 units,
reflecting a baseline level of economic growth.
Capital Expenditure: The coefficient for Capital Expenditure is -19.80393 with a
standard error of 8.247470, and it has a t-statistic of -2.401213 with a probability value
of 0.0262. This result is statistically significant at the 5% level, indicating a negative
impact of Capital Expenditure on GDP. A one-unit increase in Capital Expenditure leads
to a decrease of 19.80 units in GDP, suggesting that higher government spending on
capital projects might not be efficiently contributing to economic growth.
Recurrent Expenditure: The coefficient for Recurrent Expenditure is 23.90550 with a
standard error of 2.326671. The t-statistic is 10.27455, and the probability value is
0.0000, indicating high statistical significance. This result shows that Recurrent
Expenditure has a positive and significant impact on GDP. Specifically, a one-unit
increase in Recurrent Expenditure results in an increase of 23.91 units in GDP,
suggesting that operational spending contributes positively to Nigeria's economic
growth.
Inflation Rate: The coefficient for Inflation Rate is -1,322.020 with a standard error of
618.9866, and the t-statistic is -2.135781 with a probability value of 0.0452. This
indicates a statistically significant negative impact of Inflation Rate on GDP at the 5%
level. A one-unit increase in the Inflation Rate results in a decrease of 1,322.02 units in
GDP, suggesting that rising inflation negatively affects Nigeria’s economic performance.

Model Fit (R-squared, Adjusted R-squared, F-statistic): The R-squared value is
0.974447, indicating that 97.44% of the variation in GDP can be explained by the
combined effect of Capital Expenditure, Recurrent Expenditure, and Inflation Rate,
which together are termed as Public Spending. The Adjusted R-squared value of
0.970614 further confirms the high explanatory power of the model, accounting for the
number of predictors used. The Adj R 2 of 0.970614 showed the variation of public
spending has 97.1% variation in Economic Growth measured by GDP, while the
balance of 2.9% represents other factors not considered in this study.
The F-statistic value of 254.2254 with a probability value of 0.000000 indicates that the
overall regression model is statistically significant at the 1% level. This implies that
Public Spending has a significant joint effect on Nigeria’s economic growth. The Durbin-
Watson statistic of 1.186336 suggests a potential issue with positive autocorrelation in
the residuals, indicating that the error terms may not be entirely independent.
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5.0 Conclusion
The findings of this study are consistent with the recent findings of Ochieka (2025), who
reported that inefficient capital expenditure negatively affects economic growth in
Nigeria. Similarly, Adeleke et al. (2024) emphasized that fiscal policy management
plays a crucial role in influencing economic performance in developing economies.
The analysis revealed that capital expenditure negatively affected GDP, contrary to
theoretical expectations that infrastructure investment should spur growth. This
outcome suggests inefficiencies in capital project execution, such as corruption, delays,
or misallocation of funds, which reduce the potential positive effects on economic
growth. The findings align with empirical studies by Ugochukwu and Oruta (2021), who
noted that capital expenditures on social services in Nigeria had a negative and
significant impact on economic growth, reflecting suboptimal allocation and project
inefficiencies.
Secondly, the study found that recurrent expenditure was positively and significantly
related to GDP. This suggests that recurrent spending, such as salaries, pensions, and
maintenance costs, plays a crucial role in stimulating economic activities and sustaining
household incomes. These results corroborate the findings of Okere et al. (2019), who
observed that recurrent expenditure positively influences economic growth in Nigeria,
highlighting its importance in maintaining economic stability and boosting aggregate
demand.
Lastly, the inflation rate was shown to have a significant negative impact on GDP,
indicating that high inflation erodes purchasing power and creates economic uncertainty,
thereby hindering growth. This finding is consistent with the results of Eze and Agu
(2021), who identified a negative relationship between inflation and economic growth in
Nigeria. High inflation discourages investments and disrupts long-term economic
planning, underscoring the need for effective monetary policies to stabilize price levels.
In conclusion, the study provides robust evidence that while recurrent expenditure
positively contributes to economic growth, capital expenditure and inflation rate present
challenges that need to be addressed. These results underscore the need for policy
reforms focused on enhancing the efficiency of capital projects, optimizing recurrent
spending, and implementing effective inflation control measures to support sustainable
economic growth in Nigeria.

Recommendations
Based on the findings of this study, the following recommendations are provided to
guide policymakers, government authorities, and stakeholders in improving the impact
of public spending on economic growth in Nigeria.
i. The negative impact of capital expenditure on GDP highlights the need for

improved efficiency in executing capital projects. The government should
prioritize transparency, rigorous monitoring, and accountability in capital project
implementation.

ii. Given the positive relationship between recurrent expenditure and GDP, it is
crucial for the government to maintain an optimal level of recurrent spending
while avoiding high administrative costs.

iii. The adverse effect of inflation on GDP underscores the need for sound monetary
policies aimed at price stability. The Central Bank of Nigeria should adopt
proactive measures, such as tightening the money supply and controlling
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interest rates, to curb inflation.
6. Contribution to Knowledge
This study contributes to existing literature in several ways. First, the study provides
updated empirical evidence on the relationship between public spending dynamics and
economic growth in Nigeria using recent data covering the period 1994–2023. Second,
the study extends previous research by incorporating inflation rate alongside capital
and recurrent expenditure in explaining economic growth. Finally, the findings provide
policy-relevant insights for improving the efficiency of public spending in Nigeria.
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APPENDIX

YEAR GDP CAPEX RECEX INFL
1994 1751.279915 70.9183 n/a n/a
1995 3069.431764 121.1383 n/a n/a
1996 4045.321615 212.9263 n/a 29.29151612
1997 4374.49647 269.6517 n/a 10.67277547
1998 4756.705704 309.0156 n/a 7.861754519
1999 5426.470655 498.0276 n/a 6.617775939
2000 6990.619157 239.4509 461.6 6.937426417
2001 8150.016062 438.6965 579.3 18.86912184
2002 11383.65856 321.3781 696.8 12.88285397
2003 13418.0129 241.6883 984.3 14.03382966
2004 17938.38118 351.25 1110.8 15.00089247
2005 22884.89639 519.47 1321.3 17.85567744
2006 30063.9624 552.3858 1390.2 8.227436781
2007 34318.66573 759.2812125 1589.2698 5.386104216
2008 39542.42756 960.8901 2117.362001 11.5830548
2009 43012.50743 1152.7965 2127.966372 12.5379243
2010 54612.26418 883.8745 3109.437113 13.7
2011 62980.39722 918.5489 3314.513334 10.8
2012 71713.93506 874.7 3325.1565 12.2
2013 80092.56338 1108.386402 3689.1 8.495518383
2014 89043.61526 783.1193861 3426.94084 8.04741088
2015 94144.96045 818.3524689 3831.947789 9.00943498
2016 101489.4922 653.609 4160.105738 15.69681264
2017 113711.6346 1242.296 4779.988766 16.50226621
2018 127736.8278 1682.099 5675.185059 12.09510652
2019 144210.4921 2288.996 6994.770526 11.39642234
2020 152324.0706 1614.889 8189.381339 13.24602343
2021 173527.6623 2522.468 9145.154255 16.95284572
2022 199336.0438 3133.821 11002.3065 18.84718778
2023 229912.9373 4486.206 14287.56454 24.6595502
Source: CBN statistical Bullettin


