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Abstract 
This research delves into the empirical investigation 

of fiscal policy interventions and their effects on 

economic growth in Nigeria. Employing the 

econometric technique of Autoregressive 

Distributed Lag (ARDL) Model, the study 

scrutinized time series data encompassing Nigeria's 

economic growth rate, government capital 

expenditure, government recurrent expenditure, 

petroleum profit tax, company income tax, and 

budget deficit spanning from 1981 to 2022. Data 

were sourced from World Development Indicators 

(WDI), Central Bank of Nigeria Statistical Bulletin, 

as well as National Bureau of Statistics.The study's 

outcomes reveal that government capital 

expenditures exhibit a significant and positive 

correlation with economic growth rate in the long 

term. Conversely, government recurrent 

expenditures display a negative and insignificant 

relationship with economic growth rate over the 

long run. Company income tax demonstrates an 

insignificant and negative association with 

economic growth rate in the long term. In contrast, 

petroleum profit tax manifests a notable and positive 

relationship with economic growth rate, marking a 

10% significance level in the long run. Similarly, 

budget deficit shows a significant and positive 

correlation with economic growth rate at a 10% 

significance level over the long term.Consequently, 

the study recommends that taxationpetroleum profit 

tax, which exhibited a positive correlation with 

economic growth rate, should be efficiently 

managed by the government to attain 

macroeconomic objectives. Furthermore, the study 

recommends augmenting government expenditure 

on capital projects while curtailing the costs 

associated with governance and recurrent 

expenditures, thereby fostering economic growth. 

Key words: Fiscal Policy Implementation, Budget 

Deficit, Economic Growth, Dynamic ARDL 

JEL Classification: C01 C22 E22 E43 

 

I. Introduction 
Fiscal policy stands as a linchpin in 

sculpting the economic landscapes of nations 

worldwide, wielding profound influence over 

economic growth, stability, and development. In 

Nigeria, a nation marked by a mosaic of economic 

challenges and opportunities, the execution of fiscal 

policy assumes paramount importance. Across the 

years, Nigeria has navigated the terrain of nurturing 

sustainable economic growth amidst the undulating 

waves of global markets, internal socio-political 

dynamics, and shifting domestic priorities.It's 

widely acknowledged that the efficacy of market 

mechanisms alone falls short in addressing all 

economic imperatives. Hence, public policy steps in 

to correct, guide, and complement market forces. 

Within this framework, governmental strategies, 

including fiscal and monetary policies, serve as 

tools to rectify market discrepancies and failures. 

Fiscal policy, specifically, encompasses the 

deliberate manoeuvres orchestrated by a country's 

government concerning spending, taxation, and debt 

management, all aimed at influencing economic 

variables such as national income (Babalola, 2015). 

Governments in Nigeria have wielded 

fiscal policies as instruments to steer the economy 
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towards various macroeconomic objectives, 

encompassing the augmentation of employment, 

assurance of economic stability, preservation of 

price stability and balance of payment viability, 

sustenance of exchange rate stability, and facilitation 

of stable economic growth (Iyeli and Azubuike, 

2013). The direction of policy manoeuvres is 

dictated by the prevailing imperatives at any given 

juncture. Governmental involvement in economic 

affairs has been chiefly directed towards influencing 

both revenue generation and expenditure sides of the 

budget, all in pursuit of specific national goals 

through fiscal policy (Omitogun and Ayinla, 

2007).A significant portion of the population 

continues to grapple with entrenched poverty, while 

many struggle to meet even the most basic needs, as 

highlighted by Ebimobowei (2010). Furthermore, 

the country contends with dilapidated infrastructure, 

particularly in transportation and energy supply, 

alongside escalating levels of insecurity, which have 

precipitated the decline of numerous industries and 

exacerbated unemployment rates.  

In scholarly discourse, diverse viewpoints 

emerge regarding the efficacy of fiscal policy in 

fostering economic growth. Advocates of one 

perspective underscore the importance of 

governmental fiscal interventions geared towards 

fostering knowledge accumulation, research and 

development initiatives, productive investments, and 

the provision of essential public goods and services. 

They contend that such strategic measures possess 

the potential to catalyze both short-term gains and 

long-term prosperity (Soeb, Shoayeb, & Mohsan, 

2015).Conversely, an alternative viewpoint posits 

that bureaucratic inefficiencies and cumbersome 

procedures, particularly when directed at the 

productive sectors of the economy, serve as 

impediments rather than facilitators of progress 

(Romer & David, 2007). Proponents of this stance 

argue that fiscal policies marked by distortions in 

taxation and squandered expenditure act as 

constraints on economic growth, stifling its 

potential.The principal objective of this study is to 

delve into the growth ramifications of fiscal policy 

within the Nigerian economy, focusing on the 

designated period under examination. Through a 

rigorous analysis of fiscal dynamics and their 

repercussions on economic performance, the study 

aims to contribute nuanced insights to the ongoing 

discourse surrounding fiscal policy effectiveness 

and its implications for sustainable economic 

development. 

 

 

 

II. Literature and Theoretical Review 
2.1 Empirical Review 

Studies have been conducted on the relationship 

between Fiscal policy and economic growth.  

Etsemitan (2021) employed time series 

data spanning from 1981 to 2019 to investigate the 

correlation between fiscal policy and economic 

growth in Nigeria. Utilizing the Johansen 

Cointegration test and the Error Correction Model 

(ECM), the analysis revealed a persistent 

relationship among the variables studied. 

Specifically, non-oil revenue, capital expenditure, 

and recurrent expenditure demonstrated a significant 

positive correlation with economic growth over the 

long term. Conversely, oil revenue exhibited a 

marginal positive association with Nigerian 

economic growth, while domestic debt, external 

debt, and fiscal deficit displayed a negative 

correlation with growth throughout the specified 

period. Consequently, the findings of the study 

suggest that fiscal policy plays a substantial role in 

shaping economic growth in Nigeria. 

In a related investigation, Yusuf and Mohd 

(2021) scrutinized the impact of fiscal policy on 

economic growth in Nigeria spanning from 1980 to 

2018. Employing the non-linear Autoregressive 

Distributed Lag (ARDL) approach, they revealed 

that both in the short and long terms, economic 

growth exhibits asymmetric responses to 

fluctuations in recurrent expenditure. 

On a similar note, Titiloye and Ishola 

(2020) conducted a time series analysis focusing on 

the influence of Fiscal Policy and Monetary Policy 

on Economic Growth in Nigeria over the period 

from 1989 to 2018. Utilizing the ARDL model, they 

found that money supply, overall government 

expenditure, and revenue significantly affect 

Nigerian economic growth. 

 

Onifade, Cevik, Erdogan, Asongu, and 

Bekun (2020) conducted an empirical analysis 

utilizing annual time series data spanning from 1981 

to 2017 to explore the influence of government 

expenditure on economic growth in Nigeria. 

Employing the Granger Causality Test and Pesaran's 

Autoregressive Distributed Lag (ARDL) method, 

the study revealed that government recurrent 

spending exerted a significant negative impact on 

economic growth, whereas public capital 

expenditures exhibited a marginal beneficial effect. 

In line with these findings, Onyema and 

Onuoha (2019) assert that empirical evidence 

suggests that when fiscal policy is effectively 

coordinated with complementary policies such as 

monetary policy, it has the potential to mitigate 
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business cycle fluctuations and foster desired 

economic growth. 

Ugwuanyi and Ugwunta (2017) delved into 

the examination of fiscal policy factors and their 

influence on the economic growth of sub-Saharan 

African countries. Employing an ex-post facto 

research design, the study leveraged secondary data 

from various Sub-Saharan African nations, 

employing panel least squares analysis as its 

methodological approach. Through the utilization of 

linearly modeled hypotheses and panel data 

estimation techniques under fixed-effect 

assumptions, the investigation uncovered significant 

insights.The results indicated that government 

expenditures, both productive and unproductive, 

along with distortionary taxes (imposed 

proportionally on output), and non-distortionary 

taxes, all exhibited a positive impact on economic 

growth within the sub-Saharan African context. 

Additionally, the findings revealed that budget 

balances in Sub-Saharan African countries yielded a 

beneficial, albeit minor, influence on economic 

growth. 

Mohammed and Mahfuzul (2017) 

undertook an investigation into Bangladesh's fiscal 

deficit and its ramifications on economic growth, 

employing the Vector Error Correction Model 

(VECM) in conjunction with secondary data from 

World Bank development indicators. The study's 

outcomes underscored a noteworthy connection 

between the budget deficit and GDP growth rates, 

validating the tenets of Keynesian theory. 

Specifically, the findings indicated a positive and 

statistically significant correlation between the two 

variables.In light of these findings, the study 

advocated for a balanced approach to fiscal 

management, emphasizing the importance of 

keeping the deficit in check while concurrently 

fostering economic growth. It cautioned against 

excessive spending that could lead to substantial 

deficits, necessitating debt financing and potentially 

crowding out private investment. The study thus 

recommended prudent fiscal policies aimed at 

maintaining fiscal discipline and avoiding 

unsustainable levels of deficit accumulation. 

 

2.2 Theoretical Framework 

The Keynesian theory of fiscal policy was 

developed by Keynes (1936). The theory posits that 

government intervention through fiscal measures 

can effectively mitigate economic downturns and 

stabilize aggregate demand. This theory emerged in 

response to the challenges posed by the Great 

Depression of the 1930s and served as a cornerstone 

of macroeconomic policy formulation in the post-

World War II era.According to Keynes (1936), 

during periods of economic recession or stagnation, 

private sector demand may be insufficient to fully 

utilize available resources, leading to unemployment 

and underutilization of productive capacity. In such 

circumstances, Keynes advocated for expansionary 

fiscal policy, whereby the government increases its 

spending and/or decreases taxes to stimulate 

aggregate demand and boost economic activity. 

Keynesian fiscal policy operates on the 

principle of the multiplier effect, whereby an initial 

increase in government spending or reduction in 

taxes leads to a multiplied increase in overall 

economic output. By injecting additional demand 

into the economy, fiscal stimulus measures can 

stimulate consumption, investment, and 

employment, thereby fostering economic growth 

and reducing unemployment (Blanchard & Fisher, 

1989). 

Conversely, during periods of inflation or 

overheating, Keynesian theory prescribes 

contractionary fiscal policy. In this scenario, the 

government seeks to dampen excessive aggregate 

demand by reducing its spending and/or increasing 

taxes, thereby preventing the economy from 

overheating and curbing inflationary 

pressures.Keynesian fiscal policy emphasizes the 

role of discretionary government action in 

stabilizing the economy and achieving full 

employment. It suggests that fiscal policy should be 

counter-cyclical, with expansionary measures 

implemented during economic downturns and 

contractionary measures during periods of 

inflationary pressure (Romer, 2016). 

The Keynesian theory is considered appropriate as a 

theoretical framework for this study because it 

provides a robust theoretical linkage between fiscal 

policy measures and economic growth.  

 

III. Methodology 
3.1 Model Specification 

The research adopts the Autoregressive 

Distributed Lags (ARDL) model, drawing from the 

frameworks established by Adefeso and Mobolaji 

(2010), Adeoye (2011), Charles (2012), and 

Chukwu (2010), to empirically examine the impact 

of fiscal policy on the Nigerian economy. The model 

specification includes several key variables: Real 

Gross Domestic Product (RGDP), Total Government 

Recurrent Expenditure (CUREXP), Total 

Government Capital Expenditure (CAPEXP), 

Petroleum Profit Tax (PPT), Companies Income Tax 

(CIT), and Budget Deficits (BUDEF). Among these, 

Economic Growth Rate (EGR) serves as the 

dependent variable, while the other variables 
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function as explanatory variables. Through this 

model, the study seeks to analyze the dynamic 

relationships between fiscal policy components and 

economic growth in Nigeria.The functional 

relationship between variables is expressed as 

follows: 

EGR = F (CAPEXP, CUREXP, PPT, CIT, BUDEF) 

The model is explicitly expressed as follows: 

EGR = a0 + a1 CAPEXP + a2 CUREXP +a3 PPT + a4 

CIT + a5 BUDEF + U ……. (1) 

Where: 

EGR = Economic Growth Rate 

CAPEXP = Total Government Capital Expenditures 

CUREXP = Total Government Recurrent 

Expenditures 

PPT = Petroleum Profit Tax 

CIT = Companies Income Tax 

BUDEF = Budget deficits 

U = Stochastic error term. 

a0- a5, are parameters of the model. 

The auto regressive distributed lag (ARDL) version 

of the model takes the following quasi linear form: 

EGRt= a1 + β11EGRt-1+ β12CAPEXPt-1+ β13 

CUREXPt-1 + β14PPTt-1+ β15CITt-1 + β16BUDEFt-1 + 

∑ 𝛽𝑛
𝑖=1 11EGRt-1 + ∑ 𝛽𝑛

𝑖=1 12CAPEXPt-1 + ∑ 𝛽𝑛
𝑖=1 13 

CUREXPt-1 + ∑ 𝛽𝑛
𝑖=1 14PPTt-1 + ∑ 𝛽𝑛

𝑖=1 14CITt-1 + 

∑ 𝛽𝑛
𝑖=1 14BUDEFt-1 + ɛ1t 

A-Priori Expectations 

By theoretical postulation, the parameters of the 

model in equation one (1) are expected to be 

positive as a positive relationship is expected 

between Economic Growth Rate (EGR) and all the 

explanatory variables explicitly captured in the 

model. a1>0, a2> 0, a3 >0, a4> 0 and a5 > 0 

3.2 Nature and Sources of Data 

The research heavily relied on secondary 

data sourced from reputable institutions such as the 

Central Bank of Nigeria (CBN) and the Federal 

Inland Revenue Service (FIRS). These datasets 

comprised annual time series data pertaining to 

fiscal policy and economic growth in Nigeria over 

the specified period. Specifically, the data 

encompassed variables including Economic Growth 

Rate (EGR), Total Government Recurrent 

Expenditure (CUREXP), Total Government Capital 

Expenditure (CAPEXP), and Budget Deficits 

(BUDEF), sourced from the Statistical Bulletin of 

the Central Bank of Nigeria (CBN). Additionally, 

figures concerning Petroleum Profit Tax (PPT) and 

Companies Income Tax (CIT) were obtained from 

the Federal Inland Revenue Service (FIRS). 

Leveraging these comprehensive datasets, the study 

aimed to conduct rigorous analysis and draw 

meaningful insights regarding the nexus between 

fiscal policy dynamics and economic growth trends 

in Nigeria. 

 

IV. Data Analysis and Discussion of Findings 
4.1 Descriptive Statistics of the Variables. 

Table 4.1 shows the mean, standard deviation, 

maximum, minimum and other values of the 

variables. Descriptive statistics show the statistical 

characteristics of the variables used. 

 

Table 4.1: showing the Descriptive statistics of the variables. 

Statistics EGR CAPEXP CUREXP CIT PPT BUDEF 

Mean 3.02675 7.04E+12 2.20E+12 129183.1 3454531 3.40E+12 

Median 3.7 2.48E+12 1.40E+11 895.75 10376.35 1.91E+13 

Maximum 15.33 4.53E+13 1.34E+13 1711000 32256718 3.06E+13 

Minimum -13.13 8.71E+10 2.47E+09 67.7 228 -1.08E+14 

Std. Deviation 5.45322 1.01E+13 3.17E+12 385318.5 7798691 3.51E+13 

Skewness 

0.80084 2.224846 1.486242 3.014803 2.405783 

-1.938179 

Kurtosis 

4.501712 8.087592 5.033384 10.86061 7.689521 

5.69604 

Jarque-Bera 8.034195 76.13891 21.61719 163.5755 75.23797 37.15799 

Probability 0.018005 0 0.00002 0 0 0 

Sum 121.07 2.82E+14 8.81E+13 5167325 1.38E+08 1.36E+14 

Sum Sq. Dev. 1159.767 3.94E+27 3.92E+26 5.79E+12 2.37E+15 4.80E+28 

Observations 40 40 40 40 40 40 

Source: Author generated using Stata 15.2022 

 

The descriptive statistics presented in Table 

4.1 offer a concise overview of the statistical 

characteristics of the variables utilized in the study. 

The analysis reveals a moderate variance in the 

deviation between the standard deviations and the 

mean values across the variables, indicating a 
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degree of stability over time. However, it's worth 

noting that all variables exhibit positive skewness, 

suggesting asymmetry in their distribution, while the 

kurtosis figures hint at the presence of potential 

outliers in the dataset.Moreover, the uneven 

distribution of the series is apparent, as indicated by 

the low probability values. Consequently, further 

examination is warranted to ascertain the 

stationarity of the parameters. To this end, the study 

adopts the widely recognized Augmented Dickey-

Fuller (ADF) test, a commonly used tool for 

assessing the stationarity of time series data. 

Through this test, the research aims to validate the 

stationarity of the variables and ensure the 

robustness of subsequent analyses. 

 

4.2 Unit Root test. 

Unit root tests were conducted to determine if the 

variables are stationary or not in Table 4.2 The 

results of the unit root tests for all the variables were 

conducted using the Augmented Dickey Fuller 

(ADF) test.  

 

Table 4. 2 Unit Root Result using Augmented Dickey Fuller (ADF). 

                    At Levels            At first Difference 

Variable ADF stat 5% level Prob. 

Value 

ADF stat 5% level Prob. 

Value 

Order of 

Integration 

EGR -3.021 -2.964 0.0330         -        -         - I(0) 

CAPEXP -0.108 -2.964 0.9487 -3.353 -2.966 0.0127 I(1) 

CUREXP -0.295 -2.964 0.9262 -4.221 -2.966 0.0006 I(1) 

CIT -1.641 -2.964 0.4617 -4.246 -2.966 0.0000 I(1) 

PPT -0.193 -2.964 0.9394 -5.221 -2.966 0.0000 I(1) 

BUDEF 5.941 -2.964 1.0000 -9.383 -2.966 0.0000 I(1) 

Source: Computation by researcher using Stata 15,2022 

 

The decision criterion employed here 

stipulates that if the t-statistic exceeds the critical 

value at the 5% level of significance, or if the 

probability value is less than 0.05, the variable is 

deemed stationary. Otherwise, differencing is 

performed until stationarity is achieved.The results 

of the Augmented Dickey-Fuller unit root test, as 

presented in Table 4.2, indicate that the variables 

exhibited stationarity at various orders of 

integration. Specifically, the growth rate of gross 

domestic product (EGR) was stationary at the 

levels, while government capital expenditure 

(CAPEXP), government current expenditure 

(CUREXP), company income tax (CIT), petroleum 

profit tax (PPT), and budget deficit (BUDEF) were 

stationary at the first difference. 

Given that the variables displayed 

stationarity at different orders of integration, the 

study proceeded to test for co-integration using the 

Autoregressive Distributed Lag Model (ARDL) co-

integration bound test. This approach enables the 

examination of long-term relationships among the 

variables and facilitates the identification of 

potential co-integrating relationships. 

 

4.3 Optimal Lag Selection. 

Optimal lag selection was carried out before 

cointegration, and all the lag length selection 

criteria (AIC, LR, FPE, SC and HQ) chose lag 

length 1. So we used AIC criteria at lag one. 

 

4.4 Co-integration test. 

Based on the result of the unit root tests presented 

in the tables 4.2, the study conducted the co – 

integration test using the Auto Regressive 

Distributed Lag Bound Co - integration test 

(Pesaran, Shin and Smith, 2001). The result is 

presented in table 4.3:  

 

Table 4.3 ARDL Bound Co – integration Test 

  Estimated Model                                       F - statistics 

        K = 3                      4.395 

    Critical values      Lower Bound I(0)    Upper Bound I(1) 
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               1% 3.41 4.68 

               5% 2.62 3.79 

               10% 2.26 3.35 

Source: Author’s computation using Stata 15, 2022. 

 

The result of co-integration test in table 4.3, shows that the value of the F – statistics is 4.395 which is greater 

than the upper bound critical value at 5%, indicating the presence of co-integration among the variables in the 

model. Hence, this study proceeds with the estimation of both the short-run and the long-run ARDL regression 

estimates. 

 

4.5 Analysis of Estimates of Long and Short run ARDL Regression  of the Model 

Table 4.4: Long and Short run ARDL Regression Estimates on EGR Model. 

Variables coefficients Std. Error T - statistics Prob. 

Adjusted D.EGR -0.739575 0.3896526 -4.46 0.002 

LONG-RUN ESTIMATE 

LCAPEXP 0.6089 0.4885702 1.25 0.044 

LCUREXP -0.3468513 0.6913713 -0.50 0.628 

LCIT -0.2070965 1.231027 0.17 0.870 

LPPT 0.443038 0.3145177 1.41 0.093 

LBUDEF 0.4582989 0.769793 0.60 0.066 

SHORT-RUN ESTIMATE 

D LCAPEXP -2.171286 3.444362 -0.63 0.013 

D LCUREXP 0.4944256 0.9237025 -0.54 0.605 

D LCIT 2.482816 2.819369 0.88 0.401 

D LPPT -0.2578631 0.3796133 -0.68 0.514 

D LBUDEF 0.1904914 2.437394 0.08 0.939 

C -41.17229 51.77061 -0.80 0.447 

R – squared                                                                                 0.7984 

Adjusted R – Squared                                                                0.6304 

Durbin – Watson Statistics                                                         2.108 

Heteroskedasticity                                                                     (Prob>chi2)  0.4125 

Normality test (Jacque Berra)                                                    (Prob-chi2)  0.7318 

Source: Author’s Computation using stata15, 2022 
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4.6Stability (CUSUM) Tests 

The stability of the regression coefficients is tested using the cumulative sum (CUSUM) and CUSUM 

of Squares of the recursive residual test for structural stability. Plots of the CUSUM and CUSUM of Square in 

fig 4.6 show that the regression equations seems stable given that the CUSUM and CUSUM of Squares tests 

statistics did not exceed the 5% level of significance boundary. 

 

Fig 4.1 Plots of the CUSUM  and CUSUM of Square 

 
Source: Computation by researcher using Statra 15.2022.  

 

4.7 Discussion of Findings 

The results of the ARDL estimates 

presented in Table 4.4 reveal several noteworthy 

findings regarding the relationship between fiscal 

policy variables and Economic Growth Rate (EGR) 

in the long run.Firstly, Total Government Capital 

Expenditure (CAPEXP) demonstrates a significant 

and positive association with EGR at the 5% level of 

significance. Specifically, a unit increase in 

CAPEXP is associated with a 0.608 increase in 

EGR. This finding aligns with prior expectations 

and is consistent with the findings of Adefeso and 

Mobolaji (2010).Secondly, Government Current 

Expenditure (CUREXP) exhibits a negative and 

statistically insignificant relationship with EGR in 

the long run. A unit increase in CUREXP is 

associated with a 0.346 decrease in EGR in the long 

run. While this result contradicts the findings of 

Adefeso and Mobolaji (2010), it corroborates the 

findings of Charles (2012) and Chukwu (2010). 

Furthermore, Companies Income Tax (CIT) 

displays an insignificant and negative relationship 

with EGR in the long run. An increase in CIT is 

associated with a reduction of EGR by 0.207 in the 

long run.In contrast, Petroleum Profit Tax (PPT) 

shows a significant and positive relationship with 

EGR at the 10% level of significance. A unit 

increase in PPT leads to an increase in EGR by 

0.443 in the long run, aligning with the findings of 

Adefeso and Mobolaji (2010).Lastly, Budget Deficit 

(BUDEF) demonstrates a significant and positive 

relationship with EGR at the 10% level of 

significance. An increase in BUDEF results in an 

increase in EGR by 0.458 in the long run. While this 

finding contradicts prior expectations, it validates 

the findings of Charles (2012). 

Overall, the results provide valuable 

insights into the impact of fiscal policy variables on 

economic growth in Nigeria, highlighting the 

importance of government expenditure and tax 
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policies in driving long-term economic 

performance. 

In the short run, the analysis reveals several 

notable relationships between fiscal policy variables 

and Economic Growth Rate (EGR).Firstly, Total 

Government Capital Expenditure (CAPEXP) 

demonstrates a negative and significant relationship 

with EGR. A unit increase in CAPEXP is associated 

with a 2.171 decrease in EGR in the short 

run.Secondly, Petroleum Profit Tax (PPT) exhibits a 

negative and insignificant relationship with EGR in 

the short run. A unit increase in PPT leads to a 0.257 

unit decrease in EGR.Furthermore, Government 

Current Expenditure (CUREXP) shows a positive 

and insignificant relationship with EGR in the short 

run. A unit increase in CUREXP results in a 0.494 

unit increase in EGR.Moreover, Companies Income 

Tax (CIT) displays a positive and insignificant 

relationship with EGR in the short run. A unit 

increase in CIT is associated with an increase in 

EGR by 2.482 units.Lastly, Budget Deficit 

(BUDEF) demonstrates a positive and insignificant 

relationship with EGR in the short run. A unit 

increase in BUDEF leads to an increase in EGR by 

0.190 unit. 

Additionally, the coefficient of the error 

correction term is correctly and negatively signed (-

0.739), indicating a statistically significant 

correction mechanism. The coefficient estimate of 

the error correction term implies that the model 

corrects its short-run disequilibrium by 

approximately 74% speed of adjustment in order to 

return to the long-run equilibrium.Moreover, the 

coefficient of determination (R-squared) indicates 

that the explanatory variables collectively explain 

79% of the variations in the performance of EGR, 

suggesting a robust fit of the model. The remaining 

21% of the variation is attributed to other variables 

not included in the model, indicating potential areas 

for further exploration and refinement. Overall, the 

model demonstrates a strong explanatory power and 

provides valuable insights into the dynamics of 

fiscal policy and economic growth in Nigeria. 

The results of the Durbin-Watson statistics 

indicate that the model estimation is devoid of serial 

autocorrelation, ensuring the reliability of the 

estimates and their suitability for policy 

recommendations. This suggests that the residuals of 

the model are independent over time, strengthening 

the validity of the findings.Furthermore, the Prob > 

chi2-value of 0.4125 indicates the absence of 

heteroskedasticity in the model. This implies that the 

variance of the errors is constant across 

observations, ensuring the robustness of the 

estimated coefficients and the reliability of the 

model for inference. 

Additionally, the Normality test result of 

Jacque-Berra reveals that the model is normally 

distributed, as evidenced by a p-value greater than 

0.05. This suggests that the residuals of the model 

follow a normal distribution, validating the 

assumption of normality and further enhancing the 

credibility of the model estimates.In summary, the 

absence of serial autocorrelation, heteroskedasticity, 

and deviation from normality in the model residuals 

confirms the appropriateness of the model for policy 

recommendation and underscores the reliability of 

the findings for informing decision-making 

processes. 

 

V. Conclusion 
The significance of fiscal policy in 

fostering economic stabilization and growth in 

Nigeria cannot be overstated. Through an empirical 

examination spanning from 1981 to 2022, this study 

delved into the relationship between fiscal policy 

and economic growth within the Nigerian context. 

The study's findings underscored the 

pivotal role played by federal government 

expenditures, tax policies, and credit measures as 

effective fiscal tools that have historically facilitated 

economic growth in Nigeria. By analysing past 

trends, it becomes evident that these fiscal 

instruments have been instrumental in driving 

economic progress within the country.Furthermore, 

the study highlights the importance of judiciously 

utilizing these fiscal measures to steer the Nigerian 

economy towards sustained growth and 

development. The effective deployment of taxation, 

government spending, and borrowing as either 

contractionary or expansionary measures has been 

shown to exert a tangible impact on the economy 

over the study period. 

In conclusion, the findings of this study 

emphasize the imperative for policymakers to 

leverage fiscal policy tools strategically to promote 

economic stability and foster growth in Nigeria. By 

harnessing the potential of taxation, government 

expenditure, and borrowing, the Nigerian economy 

can be propelled towards a trajectory of sustained 

progress and prosperity. 
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