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ABSTRACT

The continuous increase in government expenditure in the last three decades without a
commensurate improvement in all known indicators of development has generated heated
debates among scholars as to the justification for the persistent rise in the annual expenditure
of the government. Therefore, this study examined the nexus between government
expenditure and human development in Nigeria. The the main objective of this work is to
determine the effects of sectoral public expenditure on human development in Nigeria. The
study adopted Ex-post facto research design and multiple linear regression model. Annual
data for the period 1987-2021 collected from the Central Bank of Nigeria Statistical Bulletin
were analyzed using Ordinary Least Square estimation techniques with Eviews 9.0
econometric software. Surprisingly, however, results from the Autoregressive Distributed Lag
(ARDL) model employed indicated that in the short run, there is no link between government
sectoral spending and human development in Nigeria but only in the long run. It was
concluded that this may be blamed on the high level of corruption in the country. The study
recommended that Nigerian policymakers should combine targeted public expenditure in
different sectors with direct investment, both domestic and foreign, to improve the current
low level of the human development index in the country.
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11 INTRODUCTION

The nexus between government expenditure and human development has received serious
attention in both developed and developing countries of the world. This is due to its
importance in enhancing growth and development of any nation. Government spending as a
component of aggregate demand, includes all spending at each level of government to
maintain stable and long-run growth and economic efficiency (Gbanardo, 2007). It plays a
pivotal role in the functioning of any economy at almost all stages of growth and development.
Many scholars have supported the fact that increases in government expenditure on socio-
economic and physical infrastructures encourage economic development. For instance,
studies conducted by Abu and Abdullahi (2010), Al-Yousif (2000), Abdulla (2000) and
Cooray (2009) all concluded that expansion of government expenditure induces economic
development. Their studies simply suggest that government expenditure on health and
education raises the productivity of labour and increases the growth of national output.
Essentially, human development is concerned with an increase in the level of welfare of
human and most importantly the environment that enable human life to have meaning thereby
reflecting the level of dignity (Holik et al, 2017). As human constitutes a key factor in
production processes, natural resources will be meaningless if there were no humans that will
work on them so that inputs are converted into output.

The concept of the human development index (HDI) developed by the United Nations as an
appropriate measure of socioeconomic well-being has come to be regarded as an alternative to
the traditional gross national product or gross domestic product. The HDI which is built upon
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Sen's capabilities approach is predicated on the belief that the traditional one-dimensional
measure of socioeconomic well-being is unreliable and misleading (Jacobson and Chang,
2019). In his submission Sen (2001), defined the HDI as “a composite index that measures the
average socioeconomic achievements in a country in terms of three core capabilities: the
capacity to live a long and healthy life; access to knowledge; and a decent standard of living”.
The question about how to achieve a sustainable level of development that will encompass all
of the core features of the human development index does not merely require growth, but
growth that reflects distributional changes which in turn translate to unemployment and
poverty reduction, increase in school enrolments and high literacy rate leading to higher
welfare (Ademola et al., 2023). This is the genesis of the debate sparked in the development
literature concerning the factors that affect the human development index (Anderson et al.,
2018; Ruzima and Veerachamy, 2021; Iheoma, 2021).

Thus, the role of government spending in the quest for sustainable development is still open
to debate. As a result, the existing literature is replete with studies of government spending
and economic growth (see, for example (Adetokunbo & Edioye, 2020; Popescu and Diaconu,
2021; Alam et al., 2022; Javed and Husain, 2022; Poku et al., 2022), and this study is
motivated by replacing the traditional GDP with a human development index developed by
the United Nations. Our belief in using HDI, which is based on Sen’s capabilities approach,
stems from our conviction that the traditional one-dimensional measure of socioeconomic
well-being is unreliable and misleading (Jacobson & Chang, 2019; Sen, 2001). Furthermore,
our motivation is fueled by the fact that the majority of studies on the relationship between
government spending and economic growth are sector-specific. The current study departs
from the aforementioned in that it is disaggregated into a multi-sector approach such as
government spending on administrative services, economic services, social and community
services as well as transfers. Accordingly, the effects of the various sectoral spending on HDI
are considered using a relatively recent econometric technique of autoregressive distributed
lag (ARDL) model developed by Pesaran et al. 2021). An approach whose empirical probe
has been scarcely pursued in the extant literature. Although, some empirical studies have
analyzed the effect of government spending on economic development findings are mixed.
There were authors whose findings showed that government spending exerted a positive
impact on development (Popescu and Diaconu, 2021; Agbonkhese & Asekome, 2014; Ebipre
and Eniekezimene, 2020). There were others whose findings revealed a negative association
between the variables [2]. Still, some other studies could not establish any relationship
(Ugochuckwu and Oruta, 2021; Egbetunde and Fasanya, 2014).

The economic growth literature has highlighted the consequences of poor budgetary
allocation to human development sectors and economic performance. World Bank (2012)
reports that the poor economic performance of developing countries can be linked to
neglected human development. Empirically, Chakraborty (2003) have shown that public
expenditure on education and health is invariably related to the level of human development
attained by a country. Fan, Hazelland and Throat (2000) adopts different methods and country
data to analyze the effects of public expenditure on human development and found that
among the sectors, agriculture and rural development has positive effect on human
development. Fan, Zhang and Zhang (2000) demonstrate that expenditure on health positively
affect human development. A separate study in China reveals that education expenditure has
the greatest impact on human development. Gordon (2008) found that expenditure on
economic and community services have mix impact on human development, noticeable at
various lag periods. The findings of Grammy and Assane (1996) also suggest that expenditure
on education promotes human welfare. Others (Baldacci, Guin-Sui and deMello, 2004, inter-
alia) shows that government expenditure has no impact on human development. In our bid to
fill this gap, the study is posed to scrutinise the relationship that exists between government
sectoral spending and human development in Nigeria using the human development index
(HDI) data covering 1987-2021.

1.2 Objectives

The major objective of this study is to examine the effects of government expenditure on
human development in Nigeria. The specific objectives include:
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i. To assess how how government expenditure in economic services contributes to human
development in Nigeria.

ii. To determine the effect of government expenditure in administration on human
development.

iii. To ascertain the effect of government expenditure in social and community services on
human development.

iv. To determine the effect of government expenditure in transfer services on economic
development.

13 Research Hypotheses

To navigate this research work is the following hypotheses:

i. Ho: There is no significant effect of government expenditure in economic services on
human development.

ii. Ho: Government expenditure in administration does not have any significant effect on
human development.

iii. Ho:There is no significant effect of government expenditure in social and community
services on human development.

iv. Ho:Government expenditure in transfer services does not have any significant impact on
economic development.

2.0 Literature Review and Theoretical Framework

2.1 Conceptual Issues

Government expenditure is recognized as public expenditure. Public expenditure refers to the
payment which government incurs in the performance of its business (Brooks, 2006). Nwaeze,
et al. (2014) stated that public expenditure could be generally classify into recurrent
expenditure and capital expenditure. Recurrent expenditures are monies spent on government
routine functions, such as: employee™s salaries, administrations, running of critical services,
preservation of infrastructural amenities and other related activities. Capital expenditure is
concerned with expenses on acquisition of things in stable nature, such as; buildings,
construction of roads, bridges and other related projects. Abu and Abdullahi (2010) observed
that some scholars argue that increase in government expenses pattern had optimistic impact
on socio-economic development. Public expenditure can be conventionally classified into
public expenditure on administrative, economic services, social and community services and
transfers in Nigeria.

Human Development is a critical aspect of a fully developed state in all ramifications.
Omolara (2017) citing Ranis (2004) argued that for long term development to be achieved,
human development is a necessary prerequisite. A country with high physical growth which is
not followed by high levels in human development will one day find out that their growth will
eventually be unsustainable.

Nzotta and Okereke (2009) stated that human development index (HDI) is a composite index
which includes health, education, income live hood, security and other indicators, in other
words human development, health life, knowledge and decent standard of living. Nseabasi
(2012) stated that the chief aim of human development is to provide nations with complete
measure of environment they offer for their citizens in terms of opportunities for personnel
accomplishment. Ogen (2003) noted that the higher the human development index the better
the conditions the country created for its citizens to live in and work.

2.2 Theoretical Issues.

This study is underpinned on the theory of government expenditure and human development
theory.

2.2.1. Musgrave Theory of Public Expenditure

Musgrave (1969) propounded this theory as he found changes in the income elasticity of
demand for public services in three ranges of per capita income. He posits that at low levels
of per capita income, demand for public services tends to be very low, this is so because
according to him such income is devoted to satisfying primary needs and that when per capita
income starts to rise above these levels of low income, the demand for services supplied by
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the public sector such as health, education and transport starts to rise, thereby forcing
government to increase expenditure on them. He observes that at the high levels of per capita
income, typical of developed economies, the rate of public sector growth tends to fall as the
more basic wants are being satisfied.

2.2.2 Endogenous Growth Theory

This theory was postulated by Romer in 1991. Endogenous growth theory holds that
economic growth is primarily the result of endogenous and not external forces. Endogenous
growth theory holds that investment in human capital, innovation, and knowledge are
significant contributors to economic growth. The theory also focuses on positive externalities
and spill-over effects of a knowledge-based economy which will lead to economic
development. The endogenous growth theory primarily holds that the long run growth rate of
an economy depends on policy measures. For example, subsidies for research and
development or education increase the growth rate in some endogenous growth models by
increasing the incentive for innovation.

2.2.3 Wagner’s Law of Increasing State Activities

Adolph Wagner based his law of increasing state activities on historical facts in Germany.
According to him, different layers of government tended to increase their activities both
intensively and extensively. A functional relationship between the growth of an economy and
government activities is observed, showing that the government sector grows faster than the
economy. This means that as the economy developed, government tended to spend more in
the quest for industrialization and social development as observed by Bhatia (2002),
Recktenwald (1978), and Gujarati (2013).

2.2.4 Wiseman Peacocks Displacement Hypothesis

The theory assumes that Public Expenditure occurs in jerks or step-wise fashion rather than in
a smooth and continuous manner. They posited that at some time, some catastrophic
occurrences or social disturbances such as wars, famine, and large scale social disturbances
take place to induce the need for increased public expenditure over and above what the people
had earlier regarded as an acceptable level and are willing to accept a rise in taxes. During the
period of crises or conflict, they get so used to these new tax burdens that even if taxes are
reduced in the immediate post-crises periods, the tax rates do not fall Pick to the pre-crisis
levels. The result is a new higher level of Government revenue and Expenditure which
displaces the old one.

2.2.5 Keynesian Theory

After the First World War, a problem known as the great depression arose. It was during this
period that John Maynard Keynes advocated for government intervention in the economy
through the use of fiscal policy to stimulate aggregate demand since the market forces of
demand and supply could no longer check economic depression that was not foreseen in the
period of the classical economists. Keynes posited that the forces of demand and supply
would not achieve full-employment condition because the aggregate demand structure has
shown up periodic deficiencies and decline in production and employment thus, arguing that
such decline can only be stimulated through government interventions.

2.3 Empirical Review

A number of studies were conducted to ascertain the relationship between government
expenditure and human development and mixed findings were documented.

Adole, Abraham and Sunday (2021) employed Error Correction Model to examine the impact
of government expenditure on Nigeria's economic growth for 1984-2015. Their results
showed that public (recurrent and capital) expenditure has a significant positive effect on the
economy's growth in the long run and an insignificant negative impact on the Nigerian
economy.

Olisaji and Onuora (2021) employed the econometrics technique of ordinary least squares to
investigate the impact of fiscal policy on the growth of the Nigeria’s economy spanning 2015
to 2019. The result revealed the existence of a positive and significant association between
companies’ income tax and growth of the economy. At the same time, an insignificant and
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negative association was observed between government expenditure and growth of Nigeria’s
economy.

With the aid of generalized linear model, Udeze and Obi (2020) examine the impact of fiscal
policy on urban unemployment in Nigeria spanning 1981 - 2018. The outcome of the study
revealed that capital expenditure and government revenue have helped to reduce urban
unemployment in Nigeria. However, recurrent expenditure and fiscal deficit did not exert
significant influence on urban unemployment. Also, public debt reinforces unemployment in
urban areas in Nigeria during the period under consideration.

Ebipre and Eniekezimene (2020) investigated the impact of government expenditure on
economic growth in Nigeria between 1981 and 2016. The researchers employed the ordinary
least square method. They found that government capital expenditures were inversely related
to RGDP in the short and long run. In contrast, recurrent government expenditures were
positively associated with RGDP in the long and short run.

Bappahyaya, et al. (2020) employed an autoregressive distributed lagged model and granger
causality test in examining the effects of government expenditure on economic growth in
Nigeria using time series data from 1970 to 2017. Their findings revealed that capital and
recurrent are statistically significant, and hence these are the essential variables in explaining
the impact of government expenditure on economic growth. The Granger causality test
demonstrates a unidirectional causality from government expenditure to economic growth,
invalidating the Keynesian theory.

3. METHODOLOGY

3.1. Theoretical framework

The model developed by neoclassical theorists led by Solow is adopted for the study. The
model focuses on how the employment of factor inputs results in output productivity. Using
the Cobb-Douglas production function the Solow model can be specified in equation (1) as
thus:

Y = AKPLe 1)

where: Y = total productivity, L = labour inputs, K refers to capital inputs while A
encompasses total factor productivity. Also, a and § represent elasticities of output in labour
and capital respectively. In adopting this model, the presence of A is a key factor influencing
the economic level of output and for this reason, it is often referred to as TFP. From equation
(2), L and K in the model were dropped and A takes the form

Y =F(p) by
Where 6 is the vector of the explanatory variables expanded to accommodate all sectoral
government expenditure variables.

3.2. Model and data

In this section, economic development is captured by HDI and specified as a function of
sectoral government expenditure.

HDI; = f(GEX4,) 3)

where: HDI = human development index, GEX stands for GEXA, GEXE, GEXS, and GEXT.
Where GEXA = expenditure by government on administrative services, GEXE = expenditure
by government on economic services, GEXS = expenditure by government on social and
community services, GEXT = expenditure by government on transfer services. Estimating
equation (3) in logarithmic stochastic term yields equation (4)

HDI; = Bo + BlGEXt + (4)
Where oand 1 are constant and coefficient to be estimated respectively. Finally, p refers to
the error term. In what follows, the ARDL model is employed for the analysis. This model
has been considered superior to other co-integration techniques in that it permits the inclusion
of uneven lag order. It also allows different stationarity say 1(0) and I(1). Also, the model is
ideal for a small sample size with less than 50 observations. Additionally, the estimation
incorporates in a single model the long-run and short-run simultaneously. The model was
initially credited by Pesaran and Pesaran (1997) and later was expanded by Pesaran,Yongcheo
and Richard (2001) with a substantial contribution from Narayan (2005). The interest in this
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model for the current study was predicated on preliminary studies and also in line with several
extant studies in the literature.
AHDI, = a, + ZE aliAHDI_, + IX «2iAGEX,_, + B1HDI,_, + B2GEX,_, + =t i

(%)
In developing the model Pesaran, Yongcheol and Richard, )2001), created lower and upper
bounds used to test for the presence of co-integration between variables. As a result, a
predetermined F-statistic is normally obtained through the Wald test from the ARDL
procedure and this F-statistic is compared to the critical bounds. Accordingly, the null
hypothesis cannot be rejected if the F-statistic falls below the lower bound and rejected if the
value of the F-statistic exceeds the upper bound region. If the F-statistic lies between the
lower and upper bounds, the test will be regarded as inconclusive (Pesaran, Yongcheol and
Richard, 2001, Narayan, 2005). Therefore, if the F-statistic suggests the presence of long-run
equilibrium through cointegration relation, the short-run model is estimated using the error
correction technique with predetermined variable lags.
AHDI, = @, + ZE ,@1iAHDI,_; + ZE,@2iAGEXE,_, + ZX  @3iAGEXA,_, +
X  @4IAGEXS,_; + ZE @5IAGEXT, , + AECT,

(6)

where a0 and @0 are the constant; ai and @i are the parameters, A is the difference operator, K
and t are the optimal lag lengths, t captures the time trend, ECT implies the error correction
technique, and A captures the speed of adjustment that regulates any disequilibrium between
the short and the long-run.
The study employed annual data on HDI and government sectoral expenditure namely social
services, administration, transfer services and economic services. All four government
expenditure components were culled from the various issues of the annual report and
statement of account as well as the statistical bulletin of the Central Bank of Nigeria.

DISCUSSION OF EMPIRICAL RESULTS

Before estimating the model, we examined the descriptive statistics of the variables in our
study. The results presented on Table 1 show that for all variables, the standard deviation is
low, which means the data are clustered around the mean and have fewer extreme values.
This indicates that the sample mean is close to the true mean of the overall population.
Additionally, the range of all variables’ mean and median values is within the minimum and
maximum values, indicating a high level of consistency among the variables. However, the
kurtosis of all variables is slightly higher than normal, suggesting that they do not have a
normal distribution. This observation is supported by the positive or negative skewness values
of the variables, indicating that they are skewed in either a positive or negative direction.
Nonetheless, we can conclude that the variables are platykurtic since their kurtosis values are
less than 3.

We then use the correlation matrix to see if the variables are suffering from multicollinearity.
Table 2 shows that all variables are highly correlated. Table 2 shows that all other variables
have a positive and significant correlation with HDI.

We used these findings to perform the Variance Inflation Factor (VIF) test to rule out
multicollinearity among variables. Multicollinearity becomes an issue between variables with
a VIF greater than 10.0, according to the rule of thumb. Table 3 shows that the individual
variable has a VIF of less than 10.0. As a result, the study concludes that the model does not
exhibit multicollinearity.

It is crucial to conduct a unit root test on the variables to confirm their stationarity and
determine the suitability of the methodology used in this study. The unit root test results
presented on Table 4, indicate that two variables are stationary at level I (0), two variables are
stationary at first difference 1(1) while the other becomes stationary after the second
difference I (2), as revealed by the ADF test. However, according to the Phillips-Perron (PP)
test, two variables are stationary at level I (0), while hree variables become stationary after the
first difference 1(1). Additionally, the Kwiatkowski-Phillips-Schmidt-Shin (KPSS) test was
performed, and all variables were stationary at level or integrated at order one | (1).
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With stationarity confirmed, a vital condition for the ARDL technique has been satisfied.
Table 5, therefore, presents lag lengths for the ARDL models to get around inaccurate results.
Consequently, this study considers the minimum lag lengths from the AIC, SIC and HQ
presented on Table 5. From the result, we chose lag 2 under AIC as the optimal lag length
because it has the least figure with asterisk (-11.90628*). So we shall be using lag 2 to run our
analysis as indicated by AIC.

After determining the appropriate lag lengths, we proceed to establish co-integration among
the variables. The calculated F-statistic is greater than the upper critical bound value at 1%
significant level, as shown on Table 6. When different types of government spending are
interchanged in the ARDL model, we find co-integration relationships.

The ARDL result from models the model on Table 8 showed government expenditure is
statistically significant to human development in the long run with the probability value of F-
statistics as 0.000000 but it is not statistically significant in the short run period as shown on
Table 7. It means that the model is moderate fit only in the long run. Also, it means that there
is a link between government expenditure and human development in the long run.

In the long run, the hypothesis that government expenditure in economic services does not
have any significant effect on human development was rejected because the probability of F-
statistics is less than 0.05 significant level. So, it was concluded that government expenditure
in economic services has a significant effect on human development. It was also observed that
government expenditure in transfer services has a significant effect on human development.
This is result is in consonance with the findings of Edeme and Nkalu (2019) and Bidemi, Ita
(2022), Sijabat (2022), Niken, Bonar and Novindra (2017) and Omodero (2019) which found
significant effects of government spending (health, education, infrastructure, capital and
recurrent) on human development. The result also revealed that government expenditure in
social and community services as well as government expenditure in administration do not
have any significant effect on human development. But in the short run period, non of the
explanatory variables was found to be significant. Which means that there is no link between
government expenditure and human development.

Nevertheless, to be sure that the coefficients obtained are not biased, the cumulative sum
(CUSUM) and cumulative sum of squares (CUSUMSQ) tests were examined. Obviously
from Figure 1, the regression coefficients are stable since the estimated coefficients do not
exceed the base and top borders at the 5% significance level.

Table 1. Descriptive Statistics of Variables

LHDI LGEXE LGEXA LGEXS LGEXT
Mean -0.332420  2.266903  2.440291  2.134914  2.611796
Median -0.330221  2.525707  2.715303  2.307390  2.766552

Maximum  -0.269218  3.285725  3.511367  3.302385  3.842172

Minimum -0.492144  0.455508  0.752761 -0.037807  1.099972

Std. Dev. 0.054898  0.862029  0.874473  0.948977  0.738628

Skewness -1.640684 -0.980768 -0.621498 -0.615147 -0.348752

Kurtosis 5.752837  2.646604  2.004584  2.181099  2.287155
Source: Author’s computation, 2024

Table 2. Multicollinearity test. Correlation matrix.
LHDI LGEXE LGEXA LGEXS LGEST
LHDI 1.000000

LGEXE 0.844136  1.000000

LGEXA 0.848467  0.970292  1.000000

LGEXS 0.851886  0.962098  0.992039  1.000000

LGEXT 0.902239  0.928250  0.971530  0.970773  1.000000
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Table 3. VIF

Variance Inflation Factors
Date: 03/10/24 Time: 14:00
Sample: 1987 2022
Included observations: 36

Coefficient Uncentered Centered

Variable Variance VIF VIF

C 0.000650 8.62596 NA
LGEXE 0.000338 8.2800 9.27672
LGEXA 0.001660 8.8844 9.33050
LGEXS 0.001020 9.8591 6.85076
LGEXT 0.000508 29.3928 9.15735

Table 4.  Stationarity test

183

ADF PP KPSS
Intercept Trend & | Remark | Intercept Trend & | Rem Intercept Trend & | Remark
Variables Intercept Intercept ark Intercept
HDI -4 .95%** -3.50* 1(0) -3.42** -4.55%** | (0) 0.74*** 0.12* 1(0)
GEXA -8.66*** -3.93** 1(2) -7.82 -9.25%* 1(1) 0.67** 0.18** 1(0)
GEXE -4, 15%** -6.81*** 1(0) -6.46*** -6.82*** | (1) 0.63** 0.17** 1(0)
GEXS 7.24%** -7.36%** 1(1) -5.90%** -20.3*** | 1(0) 0.69** 0.21** 1(0)
GEXT -7.04%** =7.22%** 1(2) -7.03*** -7.26%** | 1(1) 0.72** 0.16** 1(0)
*, ** as well as *** shows 10%, 5% as well as 1% level of significance respectively.
Source: Authors’ computations, 2024.
Table 5. Results of lag lengths from Equation (5)
Lag LogL LR FPE AIC SC HQ
0 104.1509 NA 2.02e-09 -5.832406 -5.607942 -5.755857
1 225.7353 200.2567 7.00e-12 -11.51384 -10.16705* -11.05455
2 257.4068 42.84962* 5.24e-12* -11.90628* -9.437170 -11.06424*
* indicates lag order selected by the criterion
Table 6. Critical Value Bounds
Null Hypothesis: No long-run relationships exist
Test Statistic Value k
F-statistic 6.692126 3
Critical Value Bounds
Significance 10 Bound 11 Bound
10% 2.72 3.77
5% 3.23 4.35
2.5% 3.69 4.89
1% 4.29 5.61
Table 7. Short-run Estimated models. Dependent variable: HDI.
Variable Coefficient Std. Error t-Statistic Prob.
Cc 0.003253 0.004771 0.681795 0.5006
D(LPEES) 0.017790 0.023801 0.747447 0.4606
D(LPEOA) -0.024163 0.043182 -0.559575 0.5799




Ibe

... .. Int. J. Innov. Finance and Econs Res.

10(1):176-187, 2022

D(LPESC) -0.015482 0.026398 -0.586469 0.5619
D(LPEOT) 0.066045 0.034237 1.929060 0.0632
R-squared 0.140233

Adjusted R-squared 0.025597

S.E. of regression 0.020128

Sum squared resid 0.012154

Log likelihood 89.73229

F-statistic 1.223292

Prob(F-statistic) 0.321783

Durbin-Watson stat 2.134414

Table 8. Long-run Estimated models. Dependent variable: HDI.

Variable Coefficient Std. Error t-Statistic Prob.

C -0.534323 0.025052 -21.32894 0.0000
LPEES 0.048070 0.018069 2.660275 0.0123
LPEOA -0.088399 0.040035 -2.208033 0.0348
LPESC -0.002619 0.031392 -0.083442 0.9340
LPEOT 0.120395 0.022147 5.436266 0.0000
R-squared 0.864635

Adjusted R-squared 0.847168

S.E. of regression 0.021555

Sum squared resid 0.014403

Log likelihood 89.74678

F-statistic 49.50248

Prob(F-statistic) 0.000000

R-squared 0.864635

Durbin-Watson stat 0.980300

Fig. 1. The cumulative sum (CUSUM) and cumulative sum of squares (CUSUMSQ)
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5. CONCLUSION AND POLICY IMPLICATIONS

This study examined the effects of government expenditure on human development in Nigeria.
However, in the short the result showed no link between government expenditure and human
development. In this way, it is possible that the increase in government expenditure over the
years has not yet been sufficient to support human development, or that the insignificant
relationship is due to the country’s high level of corruption, as corruption can divert resources
away from social programmes. In terms of policy implications, the broad agenda for these
empirical findings should be on how to increase government spending to facilitate human
development.

Although the study discovered evidence of a long-run co-integrating equilibrium between the
human development index and government expenditure, further empirical investigation
revealed that the effect of government expenditure on human development index is
statistically non-significant in the short run. The model’s ability to present results in both
short and long runs is important because theory suggests that the short run is more important
in economic life because “in the long run, we are all dead” (Keynes, 1936). The result
highlighted the importance of the three main components of the human development index,
namely life expectancy at birth, adult literacy, and education enrolment, in ensuring a
sustainable standard of living. These findings should alert policymakers in Nigeria to take
action by implementing strategies like increasing public expenditure to address the decline in
the human development index. Another option for Nigerian policymakers would be to
combine targeted public expenditure in different sectors with direct investment, both domestic
and foreign, to improve the current low level of the human development index in the country.
The study investigated the effects of government expenditure on human development.
Although, the study found no connection between government expenditure and human
development in the short run period but this may be blamed on the high level of corruption in
the county. Future studies can contribute to this study by investigating the effect of corruption
in the link between government expenditure and human development since theoretical
literature affirmed that government expenditure can promote economic development.

The study used annual time series data, which may have had a weaker impact than quarterly
data due to the increase in the number of observations. Future studies may attempt to use
quarterly data in this regard. Furthermore, the ARDL model used does not account for any
shocks in human development caused by changes in government expenditure. As a result,
future studies may employ models such as VAR and ARCH.

REFERENCES

A. Sen (2001). Development as Freedom, Oxford University Press, Oxford New York.
Anderson Edward, Maria Ana Jalles d’Orey, (2018). Maren Duvendack, Lucio
Esposito  Does government spending affect income poverty? A meta-regression
analysis, World Dev. 103 60-71.

Abdulla, M. G. (2000). Partnership financing for small enterprises - problems and suggested
improvements. In M. Harper (Ed.) 58P.

Abu, N. & Abdullahi, U. (2010). Government expenditure and economic growth of Nigeria,
1970-2008. A disaggregated analysis. Business and Economic Journal, 2(4), 120-
135°

Adetokunbo A.M. & Edioye O.P., (2020). Response of economic growth to the dynamics of
service sector in Nigeria, Future Bus. J. 6 (1) 27, https://doi.org/ 10.1186/543093-
020-00018-9. Springer Nature).

Adole, S. O., Abraham, O. I, & Sunday, E. A. (2021). Government expenditure and
economic growth in Nigeria. Journal of Economics and Finance, 12(1), 28-38.

Agbonkhese A.O. & Asekome M.O., (2014). Impact of public expenditure on the growth of
Nigerian economy, 10, Eur. Sci. J. 10 (28), 219-229.

Al- Yousif, Y. (2000), Do government expenditure inhibit or promote economic growth:
Some empirical evidence from Saudi Arabia “’the Indian economic journal, 48, No.2.

185



Ibe ....... Int. J. Innov. Finance and Econs Res. 10(1):176-187, 2022

Alam F., Singh H.P., Singh A., (2022). Economic Growth in Saudi Arabia through Sectoral
Reallocation of Government Expenditures, SAGE Open, pp. 1-13,
https://doi.org/10.1177/21582440221127158.

Baldacci, Emanuele, Arye L. Hillman, and Naoko C. Kojo, 2004, “Growth, Governance, and
Fiscal Policy Transmission Channels in Low-Income Countries,” European Journal
of Political Economy, Vol. 20, No. 3, pp. 517-49. Also reprinted in Sanjeev Gupta,
Benedict Clements, and Gabriela Inchauste, eds., Helping Countries Develop: The
Role of Fiscal Policy (Washington: International Monetary Fund, 2004).

Bappahyaya, B., Abiah, F. K., & Bello, F. (2020). Impact of government expenditure on
economic growth: evidence from Nigeria. European scientific journal ESJ, 16(7).
doi: 10.19044/esj.2020.v16 n7, p69.

Bhatia H.L (2002), Public finance, 25th Edition, Vikas Publishing house, PVT, India

Bidemi O.J., Itah AJ. (2022). Government spending in education and human development
index in Nigeria, Br. Int. J. Edu. Soc. Sci. 9 (6) 13-30.

Brooks, Leah, 2006. “Unveiling Hidden Districts: Assessing the Adoption Patterns of
Business Improvement Districts in California.” McGill University Working Paper.

C.0. Omodero, (2019). Government general spending and human development: a case study
of Nigeria, Acad. J. Interdiscipl. Stud. 8 (1) 51-59, https://doi.org/10.2478/ajis-
2019-0005.

Chakraborty, Pinaki, Anit Nath Mukherjee and H.K. Amar Nath (2010), “Interstate
Distribution of Central Expenditure and Subsidies”, Working Paper No. 2010-66,
National Institute of Public Finance and Policy, New Delhi.

Cooray, A. (2009) Government Expenditure, Governance and Economic Growth. Springer,
Comparative Economic Studies, 51, 401-418.

Ebipre, P. & Eniekezimene, F.(2020). Government expenditure and economic growth in
Nigeria. International journal of business & law research, 8(3), 63-71.

Edeme R.K., Nkalu C.N., (2019). Public expenditure and human development in Nigeria in
the last decade, composition and distributional impacts, Econ. Bus. Lett. 8 (2) 62—
73.

Egbetunde, T. & Fasanya, 1.0. (2014). Public expenditure and economic growth in Nigeria:
evidence from auto-regressive distributed lag specification. Zagreb Int. Rev. Econ.
Bus., 17(2), 45-58.

Fan, S., Hazelland, P and Throat, S. (2000) Linkage between government spending, human
development and poverty in rural India, IFPRI Research Report, 110, Washington,
D.C.

Gbanador, C.A. (2007). Modern macroeconomics (1 st Edition). Port Harcourt: Pearl
Publishers Gbosi, A.N. (2019). Modern labour economics and policy analysis (3 rd
Edition). Port Harcourt;

Gen Olukoya (2003) “Patterns of Economic Growth and Development in Nigeria since1960”
in S.O. Arifalo and Gboyega Ajayi (eds.) (2003) Essays in NigerianContemporary
History. Lagos: First Academic Publishers.

Gordon, Tracy. 2008. “The Calculus of Constraint: A Critical Review of State Fiscal
Institutions.” In Fiscal Challenges: An Interdisciplinary Approach to Budget Policy,
edited by Elizabeth Garrett, Elizabeth Graddy, and Howell E. Jackson, 271-87. New
York: Cambridge University Press.

Holik S.N., Sinaga B., Novindra N. (2017). Impact of government and houseold expenditure
on human development index, JEKAT J. Econ. Pol. 10 (2) 412-428,
https://doi.org/10.15294/jekat.v10i2.1012.11305

Jacobson T. & Chang L., (2019). Sen’s capabilities approach and the measurement of
communication outcomes, J. Info. Pol. 9 (111-131. https://www.jstor.
org/stable/10.5325/jinfopoli.9.2019.0111.

Javed S. & Husain U., (2022). Influence of government expenditure on economic growth: an
empirical retrospection based on ARDL approach, FIIB Bus. Rev.
https://doi.org/10.1177/23197145221116453.

186


https://www.cambridge.org/core/books/fiscal-challenges/calculus-of-constraint-a-critical-review-of-state-fiscal-institutions/7D0C5C19F145EE451B7062ED59A6684F
https://www.cambridge.org/core/books/fiscal-challenges/calculus-of-constraint-a-critical-review-of-state-fiscal-institutions/7D0C5C19F145EE451B7062ED59A6684F
https://doi.org/10.15294/jekat.v10i2.1012.11305

Ibe ....... Int. J. Innov. Finance and Econs Res. 10(1):176-187, 2022

Keynes J.M. (1936).The general theory of employment, in: John Maynard Keynes (Ed.),
Interest and Money Is a Book by English Economist, Palgrave Macmillan Cham, w
https://doi.org/10.1007/978-3-319-70344-2.

Musgrave, R. (1969). Principles of budget determination. In H. Cameroun & W. Henderson
(Eds.), Public finance: Selected readings (56-69). New York: Random House.

Niken Sulistyowati, Bonar Marulitua Sinaga, Novindra Novindra, (2017). Impacts of
government and household expenditure on human development index, Jejak 10 (2)
412-428, https://doi.org/10.15294/jejak.v10i2.11305.

Nseabasi S. Akpan (2012) “Rural Development Practice in Nigeria: How articipatory and
What Challenges?” Asian Journal Agriculture and Rural Development, Vol. 2, No.
3, pp. 381- 393.

Nwaeze, C., Njoku, R. and P., N. O. (2014). Impact of government expenditure on Nigeria’s
economic growth (1992 - 2011). The Macrotheme Review, 3(7): 1-9.

Nzotta, S.M and Okereke, E.J. (2009), Financial Deepening and Economic Development of
Nigeria: An Empirical Investigation, African Journal of Accounting, Economics,
Finance and Banking Research, Vol. 5(5): 52 - 66

Olisaji, C. J. & Onuora, J. K. J. (2021). Impact of fiscal policy on the growth of nigerian
economy. Journal of accounting and financial management, 7(2), 62-76

Omolara, C.A (2017). Inclusive growth and sustainable human development in Nigeria.
Advances in social sciences research journal, 4 (7) ,345-353

Pesaran M.H., Yongcheol S., Richard J. (2001). Bounds testing approaches to the analysis of
level relationships, J. Appl. Econom. 16 (3) 326. http://www.jstor.
org/stable/2678547.

Poku K., Opoku E.Ennin P.A., (2022).The influence of government expenditure on
economic growth in Ghana: an Ardl approach, Cogent Econ. Financ. 10 (1)
2160036, https://doi.org/10.1080/23322039.2022.2160036.

Popescu C.C. & Diaconu M.L., (2021). Government spending and economic growth: a co-
integration analysis on Romania, Sustainability 13 1-16, https://doi.org/
10.3390/5u13126575.

Ranis, G., (2004). Dynamic links between the economy and human development. Department
for economic and social affairs working paper, No.8, United Nations, New York.

Recktenwald, H. C. (1978). The public sector in transition, in H.C. Recktenwald (Ed.),
Secular trends of the public sector, XXXIlle Session, congrés d'Edimbourg 1976.
Paris: Editions Cujas.

Romer, P.M. (1991) Endogenous technological change. Journal of Political Economics, 98,
71-102. http://dx.doi.org/10.1086/261725

Ruzima M. & Veerachamy P. (2021). The impact of public spending in education and health
on human development in India, J. Asia Pac. Econ., https://doi.org/
10.1080/13547860.2021.1952920.

Sijabat R. (2022). The impact of health spending, education spending and economic growth
on human development: a provincial panel analysis, Bp. Int. Res. Critics Inst.-J. 5
(4)29584-29598, https://doi.org/10.33258/birci.v5i4.7111

Udeze, C. R. & Obi, K. O. (2020). Impact of fiscal policy on urban unemployment in Nigeria.
International journal of economics, commerce and management United Kingdom,
8(3), 202-217.

Ugochuckwu S. & Oruta L.I., (2021). Government expenditure and economic growth in
Nigeria: a disaggregated analysis, Path of Sci. 7 (11) 4022—4035.

World Bank (2012). Introduction to public sector governance and accountability series: public
expenditure analysis. Washington, D.C.: The World Bank group.

187


http://dx.doi.org/10.1086/261725
https://doi.org/10.33258/birci.v5i4.7111

