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ABSTRACT

This study investigated the relationship between federal government spending on capital projects and
sectoral output growth in Nigeria. Sectoral output was represented by gross domestic product (GDP) of
agricultural sector (ASO), industry sector (ISO), and services sector (SSO); while, annual federal
government capital expenditure was used to represent federal government spending on capital projects
(FGSCP). Descriptive correlational research design was adopted in the study; and used a sample of 15
years representing about 64 percent of the population expressed in years. Secondary data which span from
2008 to 2022 was used for analysis; and it was obtained from Central Bank of Nigeria Statistical Bulletin
(2022). Pearson's Product Moment correlation test and the two-tail test assuming unequal variance were
statistical tools used to test the data. Based on the specific objectives, the study found that; federal
government spending on capital projects has significant and positive relationship with agricultural sector
output; with industry sector output; and with services sector output. The study thus concludes that
significant and positive relationship exists between GSCP and sector output growth in Nigeria within the
period covered. The findings are of significance to government policy makers. It thus recommends that
government policy makers should focus more on making rooms for more capital projects, monitor it
execution and ensure that the desired results are obtained to move the country forward.

Keywords: federal government spending, agricultural sector output, industry sector output, services
sector output.

INTRODUCTION

Disbursement of public fund obtained in form of public revenue and public receipts by the government,
the organ saddled with the responsibility to direct the affairs of the country is an inevitable activity.
Government spends public funds to maintain itself and as well benefit the citizens at large. To maintain
law and order in the society, protect life and property, provide social and economic infrastructure among
others calls utilisation of public funds. The need to expand the economy by creating and maintaining an
enabling environment for both local and international investors to be attracted especially developing
countries necessitate government spending too. Furthermore, the need for government to address
imperfect market situations in the economy as well as settle interest on borrowed funds are among the
many reasons for government spending. Such spendings are also referred to as public expenditure.
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Government spendings can be grouped into various types; developmental and non-developmental
expenditure, planned and nonplanned expenditure, transfer payment and non-transfer payment, and
recurrent and capital expenditures (Muley, 2016). In Nigeria, government spending in the disaggregated
form comprised of expenditure on administration, social and community services, economic services, and
transfers. In the aggregated form these expenditures are classified as; recurrent expenditure and capital
expenditure (Central Bank of Nigeria (CBN) Statistical Bulletin, (2022). According to Aluthge et al
(2021), recurrent spendings are payments that government undertakes for transactions during a fiscal
period. It covers all expenses on re-occurring items in the day-to-day administration of the State; such as
salaries paid to civil and public servants, payment for utilities and supplies used in government offices,
and other overheads.
Government spending on capital projects is referred to as capital expenditures. This term is used
interchangeably in this study. Spendings on capital projects has far more lasting benefits compared with
the recurrent spendings. Usually, the resultant benefits from such spending are enjoyed by all and sundry
that comes in contact with the item of expenditure. Funds government spends on construction of road
network, seaport and airport, build and equip educational and health facilities are among items of
expenditures that are under the umbrella of government spending on capital projects (Business Standard,
2021). The various ways in which government spending is grouped has different implication on the
growth on an economy (Ogbonna & Ejem, 2019).
In every economy, there are different sectors that perform different line of activity. Nigeria economy for
instance has three sectors or activity areas; agricultural sector, industry sector, and services sector. The
output from each of the sectors in terms of their gross domestic product (GDP) contributes to the overall
output growth of the country measured in GDP terms. Government spending is believed to be a major
means of driving economic growth in both developing and developed economies (Molefe & Choga,
2017). Scholars such as Adolph Wagner had hypothesized the presence of relationship between
government spending and economic growth centuries ago. Thus, it is appropriate to expect that
government spending on capital projects would have a bearing on sector outputs of an economy.
Statement of Problem
The relationship between government spending on capital projects and economic growth has drawn the
attention of scholars globally and several studies have been carried out. For instance, Major and
Nmehiella (2021), Olanrele (2020), Mose (2020), Oga et al (2019), and Onifade et al (2019), Jeph-
Anyeneh et al (2020), Nwamuo (2019), Okereke and Ofierobor (2018), Oleka et al (2018), and Isibor et al
(2014) are among sighted empirical works that studied government expenditure and economic growth
relationship.
However, a careful consideration of the reviewed literature revealed that there is a dearth of extant studies
on the relationship between government spending on capital projects and sectoral output in Nigeria. Prior
studies centered on the overall output using proxies such as GDP or real GDP. These studies failed to
look at the relationship that exists between the capital expenditure and sectoral contributions to the overall
output growth of the country. The present trend in Nigeria indicates that there is increase in both
government spending on capital projects, and sectoral output growth. For example, the agricultural sector
recorded ¥27371.3 billion, :¥31904.14 billion, ¥37241.66 billion, :¥41126.06 billion, and ¥47944.06
billion as sector output in 2018, 2019, 2020, 2021, and 2022 fiscal years respectively. Such increase is
observed in other sectors as well. Similarly, government spending on capital projects increased over the
years from N2289 billion in 2018 to 3¥3133.82 billion in 2022 fiscal year. No sighted extant literature
investigates the association between the increase in the variables under consideration thus creating gap in
literature.
This study was conducted to fill this gap in extant studies by investigating the relationship between
government spending on capital projects and sectoral output growth in Nigeria from 2008 to 2022 using
current data.
The findings from this study are of significance to academicians, federal government policy makers, and
state government policy makers. To the academicians, the findings would throw more light on the
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relationship that exists between the variables thereby; increasing the knowledge base on the subject. The
findings would inform federal government policy makers to identify sectors of the economy that should
be focused more in terms of capital expenditure. Furthermore, state government policy makers can as well
use the findings to make policies that would enhance their potentials by spending on capital projects.
Objective of the Study

Generally, the study intends to ascertain the relationship between federal government spending on capital
projects and output growth in Nigeria. The specific objectives are to;

1. determine the relationship between federal government spending on capital projects and agricultural
sector output growth in Nigeria.

2. ascertain the relationship between federal government spending on capital projects and industry sector
output growth in Nigeria.

3. determine the relationship between federal government spending on capital projects and services sector
output growth in Nigeria.

Research Questions

The understated questions were raised in line with the objectives of the study:

1. What is the relationship between federal government spending on capital projects and agricultural
sector output growth in Nigeria?

2. What is the relationship between federal government spending on capital projects and industry sector
output growth in Nigeria?

3. What is the relationship between federal government spending on capital projects and services sector
output growth in Nigeria?

Research Hypotheses

The following hypotheses were formulated to guide the study:

1. There is no significant relationship between federal government spending on capital projects and
agricultural sector output growth in Nigeria.

2. There is no significant relationship between federal government spending on capital projects and
industry sector output growth in Nigeria.

3. There is no significant relationship between federal government spending on capital projects and
services sector output growth in Nigeria.

Conceptual Review
Federal Government Spending on Capital Projects
The federal government is the third tier of government in Nigeria, having its own constitutional
responsibilities towards the economic growth of the country. Thus, it generates revenue from various
sources which are tagged 'revenue heads'. The revenue heads range from head 6 to head17. Head 6 is the
share from federation account. This account is the account into which all revenue collected by the
government are deposited except those constitutionally excluded, and distributions made to the
appropriate bodies in line with the prevailing revenue sharing formular of the country. Heads 7 concerns
revenue from direct taxes in form of pay as you earn (PAYE) of Armed forces and Police Personnel,
foreign service officers, and the residents of Federal Capital Territory Abuja. Other sources include
licenses and internal revenue, mining fees (solid minerals), interest and repayment and so on (Adams,
2004). These revenue heads provide the bulk of money that feeds the consolidated revenue fund (CRF).
Charges made to the CRF includes payment of all recurrent spendings approved in the estimate, payment
of salaries and consolidated allowances of statutory officers such as the Auditor General for the
Federation and Chief Justice and Justices of the Supreme Court, and pension and gratuity of statutory and
non-statutory officers.
Federal government spending on capital projects is made out Federal Government Development Fund
(DF). The fund had its initial legal backing through section 25 of Finance (Management and Control) Act
of 1958. Basic sources of money to the fund are: contributions from CRF, external loans, external grants,
and internal loans. The federal government transfers specific amount of money from CRF fund to DF
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annually even though the constitution does not explicitly allow the transfer. This tier of government
deemed it necessary to do so; seeing it as a means to accumulate money for capital projects. External
grant are aids received from foreign governments, or bodies for developmental projects. Grants are
usually interest free money and are not repayable. Loans from persons or institutions within and outside
the shores of the country also provide money to DF. Loans are time bond; they have a repayment period
and often involve specific interest rate (Institute of Chartered Accountants of Nigeria, 2009).

In public finance and accounting literatures, Federal government spending on capital projects is often
referred to as capital expenditure. These are monies spent by the government on such items as the
development of machinery, equipment, buildings, health and educational facilities. Spendings of this
nature allows the economy to generate revenue for several fiscal years and they increase the capacity of
the economy by improving and or adding production facilities and boost operational efficiency (Business
Standard, 2021). Capital projects include expenses made by the government on construction of road
networks, railways, sea and air ports, and electricity facilities. These spendings are believed to open up
the economy for local and foreign investors to strive thereby resulting to economic growth.

Output Growth

Cambridge (2005) defined output as " amount of something produced by a person, machine, factory,
country"”. In the context of public finance, accounting and economics, the output of a country is often
measured in terms of GDP; thus, this term is used interchangeably with output growth in this study. GDP
is the total monetary value of all the finished goods produced and services rendered within a country's
border in a given period. Three approaches are adopted in the calculation of GDP; income approach,
output approach, and expenditure approach. All methods result to same value if computation is done
accurately (Fernando, 2021). The overall GDP of a country in any fiscal year is the grand sum of the GDP
from the various sectors of the economy. The efficiency and effectiveness of these sub-sectors and sectors
is reflected in the overall GDP. As earlier mentioned, Nigeria economy has three activity areas or sectors;
the agricultural sector, industry sector, and services sector.

The agricultural sector is concerned with the production of food crops, rearing of livestock, and such
other activities like fishing and forestry. In the earlier years of Independence in Nigeria, the sector
accounted for 75 percent of earnings, 68 percent of GDP, and more than 65 percent of employment (Metu
et al, 2019). Till date, the sector is a major source of food supply, raw material, and employment. As
shown in CBN Statistical Bulletin (2022), the agricultural sector in Nigeria generated GDP of 3¥47944.06
billion in 2022 fiscal year. The industry sector of the economy is concerned with production of goods for
local consumption and exportation of excess of local needs to foreign countries. Its sub-sectors include
mining and quarry, manufacturing, electricity, gas, steam and air conditioner, water supply, sewage and
waste management, and construction. Metu et al (2019) asserts that the industry sector of Nigeria
economy started to experience growth during the early 1970s when the focus of the economy was directed
towards oil and gas operations. As observed in the CBN Bulletin, the sector contributed ¥}62278.99
billion as GDP in 2022.

The services sector consists of firms that engages in the provision of intangible activities geared towards
satisfying individual and institutional needs. The sector provides banking, retail and wholesale,
entertainment services and so on. It provides supplementary activities to the manufacturing firms that rely
on external sources for basic input such as transportation, financing, design and communication
(Adetokunbo & Edioye, 2020). According to Ishola and Olusoji (2020), the sector has continued to
expand and contribute to economic growth due to the fact that the industry sector of the economy depends
and requires dozens of ancillary activities from it. CBN Statistical Bulletin (2022) indicates that the sector
contributed N89112.99 billion as GDP in 2022 fiscal year. These individual sector outputs are crucial to
the overall GDP recorded in any government accounting year; hence it is necessary to analyse their
individual relevance when examining the relationship between federal government spending on capital
projects and output growth in Nigeria. This is the approach employed in the study.
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Theoretical Review

The study is anchored on the "Law of Increasing State Activity" postulated by Adolph Wagner who was a
German Political Economist (1835-1917). He developed the hypothesis after conducting empirical
examination on some European Economies. Adul et al (2016) points to "Grundlegung Der Politischen
Okononice" (1863) as the book that contained the original text of Wagner's hypothesis. According to
BBA Mantra (2019), the law states that " with economic growth and development, a nation will
experience an increase in the activities of the public sector". It suggests that public sector share in the
economy increases economic growth as a result of the intensification of existing structures and extension
of new activities (Dominick, 2002). The theory points to the presence of relationship between the growth
of an economy and government activities.

Wagner's postulation is premised on the assumptions that; the country is a welfare state where the general
welfare of individuals in terms of their demand for health care, education, maintenance of law and order,
protection of life property, and other social needs are cared for by the state (Black and Henderson, 1999).
It also assumed that the country is an "organic state™ model. The model stresses the interdependence of
component parts as well as their differentials. Afza and Abbas (2010) assert that this assumption is
evident in Wagner's expression of “the preference and will of the individual is a factor of subordinate
importance.

The theory is criticized on the grounds that it deals with multi-disciplinary situation but failed to provide
an inter-disciplinary approach in analytical framework; and that the organic state model gives individual
will preference over the state, which implies that the will of individuals prevail even at the detriment of
the state (Lukierman, 1988). Wagner's postulation is considered relevant to this study as the tenets of the
theory is on the presence of relationship between variables; government activities and economic growth
which is the focus of the present investigation: government spending on capital projects and output
growth in Nigeria.

Empirical Review
Major and Nmehiella (2021), investigated the effect of government expenditure on the economic growth
of Nigeria between 1999 and 2018 fiscal year statistical test results showed that government expenditure
does not have significant effect on GDP during the period covered in the study.
Jeph-Anyeneh et al (2020), studied government expenditure and standard of living in Nigeria from 1981
to 2018 using recurrent expenditure and capital expenditure as proxies of the independent variable. The
Auto-Regressive Distributive Lag model and other statistical test result revealed that capital expenditure
have significant relationship with the standard of living specifically with per capita income in Nigeria.
Onuaha and Okoye (2020), probed into the relationship that exists between public expenditure and
economic growth in Nigeria within the fiscal years of 1981 and 2018. The Unit Root test and other
statistical test results showed that aggregate government expenditure positively relates with economic
growth whereas, capital expenditure has insignificant effect on economic growth.
Olanrele (2020), examined the effect of government expenditure on agriculture and manufacturing sectors
in Nigeria from 1970 to 2017. The Auto-Regressive Distributive Lag test was applied to analyse the time
series data. It was found that total government expenditure in the short run has positive effect on real
GDP, that it reduces agricultural sector output, and that it affects manufacturing sector output negatively.
Among others it was further found that capital expenditure has insignificant impact on real GDP.
Mose (2020), investigated government expenditure and regional economic growth relationship in Kenya
between 2013 and 2017 fiscal years. The study used variables such as recurrent expenditure, capital
expenditure, human capital development, corruption index etc. Empirical examination on data employed
showed that capital expenditure does not have influence on economic growth in the country during the
period covered.
Oga et al (2019), used government capital and government recurrent expenditure as proxies of
government spending; and GDP as measure of economic growth, to investigate the impact of government
expenditure on economic growth in Nigeria from 1980 to 2017. Statistical test result indicates that
53



Etoko & Okoli...... ..Int. J. Business & Law Research 12(3):49-60, 2024

government capital expenditure has positive but insignificant impact on economic growth during the
study period.

Omodero (2019), study centered on the impact of government general spending on human development in
Nigeria from 2003 to 2017. Government spending was disaggregated to recurrent and capital
expenditures; while human development was measured in terms of human development index (HDI).
Findings based on linear regression test and other statistical analysis showed that government capital
expenditure has insignificant but positive impact on HDI in Nigeria.

Nduka et al (2019), researched the effect of federal government expenditure on the standard of living in
Nigeria from 1981 to 2018 using, government capital expenditure and government recurrent expenditure
as proxies of federal government spending while standard of living was represented by per capita income
(PCI). The result from data analysis showed that capital expenditure has significant but negative effect on
PCI.

The responsiveness of economic growth to public expenditure in Nigeria between 1980 and 2016 was
investigated by Uremadu and Chinweoke (2019) using real GDP as measure of economic growth and
capital and recurrent expenditures as public expenditure proxies. The statistical test result indicates that
economic growth responded positively and significantly to government capital expenditure during the
study period.

Nwamuo (2019), investigated the impact of public expenditure on economic growth in Nigeria from 1981
to 2016 using capital expenditure in the disaggregated form as one of the proxies of public expenditure,
and GDP as a measure of economic growth. Employing Co-integration test amongst others the study
found that capital expenditure components have positive impact on economic growth except for
expenditure on administration and transfers which had negative impact in the short run.

Onifade et al (2019), researched on the empirical retrospect of the impact of government expenditure on
economic growth as evidenced in Nigeria from 1981 to 2017 fiscal years. They used government capital
expenditure as one of the proxies and real GDP for economic growth. Applying Co-integration test and
Granger causality test, they found that government capital expenditure has insignificant but positive
relationship with real GDP

Okereke and Ofierobor (2018), inquired about the effect government expenditure on health services has
on economic growth in Nigeria from 1990 to 2016 fiscal periods. Capital expenditure was used as a proxy
of government expenditure while GDP was used as a measure economic growth. The Johansen
cointegration test and error correction model statistical results showed that in the long run capital
expenditure on health services has positive and significant relationship with GDP.

Oleka et al (2018), examined the relationship between government expenditure and economic growth in
Nigeria from 1981 to 2015 exploring capital expenditure as one of the proxies and GDP as a measure of
economic growth. The linear regression test result showed that capital expenditure has significant positive
relationship with economic growth in Nigeria within the study period.

Lojanica (2015) study of the relationship between government expenditure and government revenue in
Republic of Serbia, Isibo et al (2014) study in Nigeria, and Aladojare (2013) study of the variables in
Nigeria all found that government capital expenditure has significant effect on either GDP or real GDP in
their respective years covered in the study.

From the review of empirical works revealed that there is a scanty of existing works that investigated
government spending on capital projects and sector output especially this period that Nigeria has
witnessed over two decades of democratic regime. This study is thus conducted to fill this gap in extant
literature.

METHODOLOGY

The study adopted descriptive correlational research design in investigating the relationship between

government spending on capital projects and output growth in Nigeria. It represented output growth; the

dependent variable, by agricultural sector output, industry sector output, and services sector output. These

were measured in terms of GDP. Government spending on capital projects; the independent variable was
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measured in terms of federal government capital expenditure. The variables of the study involved
spending and output in fiscal years; as such, the population is expressed in years. Specifically, 23 years
from the fourth republic constitutes the population of the study. A sample of 15 years representing about
65 percent of the entire population was used. Purposive sampling method was adopted to determine which
period to use. Findings made on the sample was used to make generalisations on the whole period of the
study. Ex-post facto data that span from 2008 to 2022 was used for the study. Data was obtained from
CBN Statistical Bulletin (2022) and was analysed descriptively and inferentially. The mean minimum,
maximum, sum, kurtosis, and skewness values were statistics used to describe the variables. The two-tail
test and Peason's Product moment correlation were used as inferential statistics to answer the research
questions and the hypotheses.

RESULTS AND DISCUSSIONS
Descriptive Statistics

Table 1: Descriptive Statistics of the variables used in the study

GSCP ASO ISO SSO
Mean 1375.92 23344.23 27407.78 52413.22
Minimum 653.61 10100.33 9229.81 19567.72
Maximum 3133.82 47944.06 62278.99 89112.99
Sum 20638.86 350163.45  411116.72 786198.33
Kurtosis 0.974838 -0.1144 0.2066 -1.1897
Skewness 1.350922 0.9268 1.0541 -0.0647
Count 15 15 15 15

Source: Excel output

Table 1 displays the descriptive statistics of the variables employed in the study. It shows federal
government spending on capital projects (CP), Agricultural sector output (ASO), Industrial Sector Output
(1SO) and Services Sector Output (SSO). The numerical values of the variables are expressed in billions
of naira except those of count which represents the number of years of analysis and kurtosis and skews
expressed in ratios.

As indicated in the table, between 2008 and 2022 fiscal years, government spending on capital projects
amounted to N20638.86 billion. The minimum and maximum values were N653.61 billion and N3133.82
billion respectively. Average GSCP within the period of observation was N1375.924 billion. The kurtosis
and skewness measures of how well the time series data is normally distribute. The kurtosis and the
skewness of data on GSCP is 0.975 and 1.351 respectively. Since these values are not far from 1, the data
set is considered as been normally distributed.

The Agricultural Sector output (ASO) as shown in the table has an average value of N23344.23 billion, a
minimum amount of N10100.33 billion and a maximum amount of N47944.06 billion. The sum of ASO
output during this is fiscal years of observation was N350163.45 billion. This measure has a kurtosis and
skewness values of 0.1144 and 0.927 respectively; indicating that the time series data on the variable is
normally distributed.

Industrial Sector output during the fifteen observable period got a minimum and maximum output of
N9229.81 billion and N62278.99 billion respectively. It has an annual fiscal average output of N27407.78
billion. The test of normalcy of the data shows that it is normally distributed as it gives kurtosis value of
0.2066 and skewness value of 1.0546.

Table 1 shows that the Services Sector of Nigeria economy generated a total output in terms of gross
domestic product of N786198.33 billion during the period under review. The average for each fiscal year
is N52413.222 billion and a minimum and maximum outputs of N19567.72 billion and N89112.99 billion
respectively. Data on this variable has kurtosis and skewness values of -1.1897 and -0.0648 respectively.
It reveals that the time series data is normally distributed since the values are not far from 1.
Comparatively, the Services Sector output contributed more to the Nigeria economy within this 15 fiscal
year period. It generated almost twice of each of the mean values of the Agricultural Sector and the
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Industry Sector. The Industry Sector rank second as it contributed about N4000.00 billion annually above
the agricultural sector of the economy.

Correlation

Hypothesis 1: There is no significant relationship between government spending on capital projects and
agricultural sector output in Nigeria.

Table 2. t-Test: Two sample assuming unequal variance and Pearson’s correlation result of GSCP
and ASO

GSCP ASO
Mean 1375.924 23344.23
Variance 541954.7272 132456040.6
Observations 15 15
Hypoth Mean Diff 0
Df 14
t Stat -7.377677233
P(T<=t) one-tail 1.73466E-06
t Critical one-tail 1.761310136
P(T<=t) two-tail 3.46932E-06
t Critical two-tail 2.144786688
Pearson's correl (r) 0.888688073

Source: Excel output

Table 2 displays the statistical test results of t-test and Pearson’s correlation coefficient of the relationship
between government spending on capital projects and agricultural sector output in Nigeria from 2008 to
2022 fiscal years. The table presents P(T<=t) two tail (p-value) of 3.46932E-06 (0.00000346932) at alpha
level of 0.05. Since the p-value is less than the alpha level, the study rejects the hypothesis that there is no
significant difference in the relationship between GSCP and ASO in Nigeria. As further shown in the
table, the Pearson’s Product Moment correlation coefficient which measure the extent of the relationship
between the variables, is about 89 percent. This means that there is high relationship between GSCP and
ASO. This study thus states that there is positive and as well significant relationship between government
spending on capital projects and agricultural sector output in Nigeria within the period covered by the
study.

Hypothesis 2: There is no significant relationship between government spending on capital projects and
industry sector output in Nigeria.

Table 3. t-Test: Two sample assuming unequal variance and Pearson’s correlation result of GSCP
and I1SO

GSCP 1ISO
Mean 1375.924 27407.78133
Variance 541954.7272 259680290.1
Observations 15 15
Hypothesized Mean Diff 0
Df 14
t Stat -6.24997925
P(T<=t) one-tail 1.06345E-05
t Critical one-tail 1.761310136
P(T<=t) two-tail 2.12689E-05
t Critical two-tail 2.144786688
Pearson's correl (r) 0.918749164

Source: Excel output

Table 3 shows the result of the two-tail test between GSCP and ISO as well as the statistical test result of
the extent of relationship between the variables measure in terms of Pearson’s product moment
correlation coefficient. The P(T<=t) two-tail (p-value) is 2.12689E-05 (0.0000212689) at alpha level of
0.05. For the fact that the p-value is less than alpha level, the study rejects the hypothesis that no
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significant relationship exists between GSCP and 1SO. Pearson’s Product Moment correlation coefficient
of 0.92 arrived at buttresses the rational for rejection of the hypothesis. The coefficient shows that the
relationship between the two variables is positive and almost perfect. The study hence states that
significant positives relationship exists between government spending on capital projects and industry
sector output in Nigeria during the fifteen years covered by the study.

Hypothesis 3: There is no significant relationship between government spending on capital projects and
services sector output in Nigeria.

Table 4 t-Test: Two-sample assuming unequal variance and Pearson’s correlation result of GSCP
and SSO.

GSCP SSO
Mean 1375.924 52413.222
Variance 541954.7272 471079271.5
Observations 15 15
Hypothesized Mean Diff 0
df 14
t Stat -9.10199583
P(T<=t) one-tail 1.47853E-07
t Critical one-tail 1.761310136
P(T<=t) two-tail 2.95706E-07
t Critical two-tail 2.144786688
Pearson's correl (r) 0.740799635

Source: Excel output

Table 4 presents the statistical result emanating from the t-test of two-sample assuming unequal variances
and the Pearson’s product moments correlation test of the variables government spending on capital
projects (GSCP) and services sector output (SSO) in Nigeria from 2008 to 2022. As portrayed in the
table, the p-value (P(T<=t)two-tail) is 2.95706E-07 (0.0000000295706) at alpha level of 0.05. Since the
p-value obtained is less than the alpha value, the null hypothesis that says there is no significant
relationship between GSCP and SSO is rejected. The figure obtained as the Pearson’s product moment
correlation coefficient (0.741) reveals that the relationship between the two variables is both positive and
significant. Based on this, the study asserts that significant positive relationship exists between
government spending on capital projects and services sector output in Nigeria during the period covered
in the study.

DISCUSSIONS

The test result of hypothesis 1 shows the presence of positive and significant relationship between
government spending on capital projects and agricultural sector output in Nigeria during the study period.
This implies that if government invests in capital projects it can increase the gross domestic product
generated from the agricultural sector of the economy. The statistics shows that about 89 percent returns
in terms of agricultural sector output can be realised for government spending on capital project in any
fiscal year all things being equal. The consistency of these finding with others cannot be established as
prior studies are not based on specific sectors rather total GDP or RGDP.

The findings from the test of hypothesis 2 indicates the prescence of positive and significant relationship
between government spending on capital projects and industry sector output in Nigeria. It reveals that if
government increases investment in capital projects the industry sector output in terms of sector GDP
would increase. The statistics obtained (0.92) suggests that N1 increase in the industry sector would give
a return of about 0.92 kobo all things being equal. The consistency of this findings with the findings in
extent literature cannot be established as earlier studies are done on GDP and RGDP, not on sectorial
outputs.

From the test result of hypothesis 3 it was established that there is a positive and significant relationship
between federal government spending and services sector output in Nigeria during the period. The
statistical association between these variables was about 0.74. This implies that for every N1 federal
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government spend on capital project during the study period, generated services sector output of about 74
kobo when all things being equal. In specific terms the consistency of this finding with the results of
extant literature cannot be established. Prior studies did not investigate sectorial outputs rather they
investigated capital expenditures and GDP or RGDP.

Generally, the findings shows that positive and significant relationship exists between federal government
spending on capital projects and sectoral output in Nigeria during the study period. The sum of sectoral
output in a fiscal year gives the total GDP for the period. Thus, the increase in sectoral GDP ultimately
leads to increase in total GDP of the economy. On the overall, the finding of this study is consistent with
what was established in Jeph-Anyeneh et al (2020), Uremadu and Chinweoke (2019), Nwamuo (2019),
Okereke and Ofierobor (2018), Olaka et al (2018), Lajanica (2015) and Isibor et al (2014). All these
studies found that government capital expenditure (government spending on capital projects) has
significant and positive relationship with GDP or RGDP.

CONCLUSIONS

The study investigated the relationship between federal government spending on capital projects and the
sectorial output in Nigeria. Sectorial output was measured in terms of gross domestic product from
agricultural sector, industry sector and the services sector. Federal government spending on capital
projects was taken as the federal government capital expenditures for each fiscal year. The dearth of
empirical evidence on the relationship between the federal government spending on capital projects and
individual sector output in Nigeria especially in this democratic era, prompted the conduct of this
research.

The study used a sample of 15 fiscal years out of 23 years of uninterrupted democratic role in Nigeria.
Secondary data that span between 2008 and 2022 was used for the study. Data on the variables were
obtained from Central Bank of Nigeria Statistical Bulletin (2022). These were analyzed descriptively and
inferentially.

From the statistical analysis it was found that; federal government spending on capital projects has
significant and positive relationship with agricultural sector output; that federal government spending on
capital projects has significant and positive relationship with industry sector output; and that federal
government spending on capital project has significant relationship with services sector output in Nigeria.
The general findings of the study shows that federal government spending on capital projects has positive
and significant relationship with all sectoral outputs in Nigeria economy within the study period. These
sectorial results have overall effect on the economy at large. It means that federal government making
more provisions for capital project in the annual estimate and ensuring almost hundred percent
implementation of these provisions can be an effective vehicle to drive the Nigeria economy to a greater
height. When this happens; all being equal, the per capita income will increase and the standard of living
of the citizens can improve. Government policy makers should therefore focus more on making rooms for
more capital projects, monitor it execution and ensure that the desired results are obtained to move the
country forward.
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Appendix
Data on annual Federal government spending on capital projects, agricultural sector, industrial sector and
services sector outputs expressed in billions of naira.

YEAR GSCP ASO 1ISO SSO
2008 960.89 10100.33 9874.38 19567.72
2009 1152.8 11625.44 9229.81 22157.26
2010 883.87 13048.89 13826.43 27736.94
2011 918.55 14037.83 17853.11 31089.46
2012 874.7 15816 19587.72 36310.22
2013 1108.39 16816.55 20853.85 42422.17
2014 783.12 18018.61 22213.01 48812
2015 818.35 19636.57 19188.58 55319.41
2016 653.61 21523.51 18641.17 61324.81
2017 1242.3 23952.55 25639.9 64119.18
2018 1682.1 27371.3 33218.33 67147.2
2019 2289 31904.14 39879.69 72426.66

2020 1614.89 37241.61 43530.78 71551.68
2021 252247 41126.06 55300.97 77100.63
2022 3133.82 47944.06 62278.99 89112.99
Source: CBN Statistical Bulletin (2022).

60



