
TITLE PAGE 

GOVERNMENT EXPENDITURE AND SUSTAINABLE INDUSTRIAL 

DEVELOPMENT IN NIGERIA. (1981-2018) 

 

 

 

BY 

 

 

CHIMEZIE, ONYEDIKACHI PEACE 

(18PAG01786)  

B.Sc. Accounting, Bingham University Karu, Nasarawa State 

 

 

 

 
A DISSERTATION SUBMITTED TO THE SCHOOL OF POSTGRADUATE STUDIES IN 

PARTIAL FULFILMENT OF THE REQUIREMENT FOR THE AWARD OF MASTER 

OF SCIENCE (M.Sc.) DEGREE IN FINANCE IN THE DEPARTMENT OF BANKING 

AND FINANCE, COLLEGE OF MANAGEMENT AND SOCIAL SCIENCE, COVENANT 

UNIVERSITY, OTA, NIGERIA 

  

 

SEPTEMBER, 2020 



ii 
 

ACCEPTANCE 

This is to attest that this dissertation is accepted in partial fulfilment of the requirements for the 

award of the degree of Master of Finance in the Department of Banking and Finance, College of 

Management and Social Science, Covenant University, Ota, Nigeria. 

 

Mr. John A. Philip      ----------------------------------   

Secretary, School of Postgraduate Studies)    Signature and Date 

 

Prof. Abiodun H. Adebayo     ------------------------------------ 

(Dean, School of Postgraduate Studies)    Signature and Date 

 

 

 

 

 

 

 

 

 



iii 
 

DECLARATION 

I, CHIMEZIE ONYEDIKACHI PEACE (18PAG01786) declares that this research was carried 

out by me under the supervision of Dr. Alexander Ehimare Omankhanlen of the Department of 

Banking and Finance, College of Management and Social Sciences, Covenant University, Ota, 

Nigeria. I attest that the dissertation has not been presented either wholly or partially for the award 

of any degree elsewhere. All sources of data and scholarly information used in this dissertation are 

duly acknowledged. 

 

 

CHIMEZIE ONYEDIKACHI PEACE    --------------------------------- 

                      Signature and Date 

 

 

 

  

 

 

 

 

 



iv 
 

CERTIFICATION 

We certify that this dissertation titled “GOVERNMENT EXPENDITURE AND 

SUSTAINABLE INDUSTRIAL DEVELOPMENT IN NIGERIA. (1981-2018)” is an original 

research work carried out by CHIMEZIE ONYEDIKACHI PEACE (18PAG01786) in the 

Department of Banking and Finance, College of Management and Social Sciences, Covenant 

University Ota, Ogun State, Nigeria under the supervision of Dr. Alexander Ehimare 

Omankhanlen. We have examined and found this work acceptable as part of the requirements for 

the award of Master of Science in Finance. 

 

Dr. Alexander Ehimare Omankhanlen   ------------------------------------- 

(Supervisor)        Signature and Date 

 

Dr. Alexander Ehimare Omankhanlen              --------------------------------------- 

(Head of Department)        Signature and Date 

  

Prof. J.U.J Onwumere                --------------------------------------- 

(External Examiner)                 Signature and Date 

 

Prof. Abiodun H. Adebayo                           ----------------------------------------  

(Dean, School of Postgraduate Studies)           Signature and Date 

 

 

 

 



v 
 

DEDICATION 

This dissertation is dedicated to God the most beneficent and the most merciful who granted me 

an abundance of grace to finish this project; and to my parents, Mr Ogbuokiri Alex Chimezie and 

Mrs Ogbuokiri Uloaku Charity for their sacrifices, support and love showed that enabled the 

completion of this project.  



vi 
 

ACKNOWLEDGEMENTS 

I am extremely grateful to God Almighty for his special grace in my life. I appreciate my parents 

Mr. Alex Ogbuokiri & Mrs. Charity Ogbuokiri, profoundly, for the lifetime investment in me, may 

you yield your returns in due course. 

I thank Bishop Dr. David Oyedepo, Chancellor of Covenant University, for running his God-given 

dream of providing a platform for quality education. I would like to thank Vice-Chancellor A.A.A 

Atayero, Deputy Vice-Chancellor Professor Akam Bassey W. and the Ag. Registrar, Dr. Lanre 

Amodu for his outstanding leadership. 

I am grateful to Professor Adebayo Abiodun, Dean of the School of Postgraduate Studies, and 

Professor Uwalomwa Uwuigbe, Dean of the College of Management and Social Sciences, for your 

mentoring during the length of this programme. I would also like to express my gratitude to Dr. 

Alexander Ehimare Omankhanlen, Head of Department, Banking and Finance, for your guidance 

and leadership. 

I sincerely appreciate my project supervisor, Dr. Alexander Ehimare Omankhanlen, who guided 

the accomplishment of this project meticulously and in a timely manner. I am thankful for your 

kindness and dedication, Sir, God bless you. 

I would like to thank Professor Ikpefan A.O., Dr. Alexander Ehimare Omankhanlen, Dr. Lawrence 

Uchenna Okoye, Dr. Adetiloye Kehinde, Dr. Abiola Babajide, Dr. Olokoyo Felicia, and Dr. 

Tochukwu Okafor for their tutelage. I am so grateful to the other faculty members of the 

Department of Banking and Finance for their help in finalising this research. 

I would like to express my gratitude, Miss Grace Ngozi Chimezie, Philemon Chinomso 

Nwachukwu, Abraham Ndana Yisa & Benefit Mopah Ayemakpe for your support in finalizing 

this project. I appreciate the assistance of my friends and colleagues in writing this project: 

Oderonke Odeloye Feyikemi, Onome Blessing Dozo, Azu-Nwosu Ikenna Victor, Gift Ifeoma 



vii 
 

Nnamani, Divine Samuel-Hope, Mosinmileoluwa Afolabi, Olusegun Osho and others too 

numerous to name. 

I appreciate my lovely siblings. Thank you very much for trusting in me Miss. Grace Ngozi 

Chimezie, Emmanuel Uzochukwu Chimezie and Wisdom Uchenna Chimezie. 

Thank you all for your support and encouragement in finalizing this project. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



viii 
 

TABLE OF CONTENTS 

CONTENT            PAGE                                                                                                                                                  

COVER PAGE            

TITLE PAGE ............................................................................................................................................... i 

ACCEPTANCE ........................................................................................................................................... ii 

DECLARATION........................................................................................................................................ iii 

CERTIFICATION ..................................................................................................................................... iv 

DEDICATION............................................................................................................................................. v 

ACKNOWLEDGEMENTS ...................................................................................................................... vi 

TABLE OF CONTENTS ........................................................................................................................ viii 

LIST OF FIGURES ................................................................................................................................... xi 

LIST OF TABLES .................................................................................................................................... xii 

LIST OF ABBREVIATIONS ................................................................................................................. xiii 

ABSTRACT .............................................................................................................................................. xiv 

CHAPTER ONE: INTRODUCTION ....................................................................................................... 1 

1.1 Background To The Study ............................................................................................................ 1 

1.2 Statement Of Research Problem ................................................................................................... 5 

1.3 Research Questions ....................................................................................................................... 6 

1.4 Objectives Of The Study ............................................................................................................... 7 

1.5 Research Hypothesis ..................................................................................................................... 7 

1.6 Scope Of Study ............................................................................................................................. 8 

1.7 Significance Of Research Study ................................................................................................... 8 

1.8 Research Method .......................................................................................................................... 9 

1.9 Operationalization Of Variables ................................................................................................. 10 

1.10 Definition Of Terms .................................................................................................................... 11 

CHAPTER TWO: LITERATURE REVIEW  ....................................................................................... 14 

2.1 PREAMBLE ............................................................................................................................... 14 

2.1.1 Industrial Evolution ............................................................................................................. 14 

2.1.2 Industrial Development in Africa........................................................................................ 23 

2.1.3 Some Country Specific Industrial Development ................................................................. 25 

2.1.4 Nigeria Industrial Sector ..................................................................................................... 29 

2.1.5 Manufacturing Industry ....................................................................................................... 30 

2.1.6 Nigeria National Development Plans .................................................................................. 31 



ix 
 

2.1.7 Economic Recovery Growth Plans ERGP (2017-2020) ..................................................... 34 

2.2 CONCEPTUAL REVIEW .......................................................................................................... 37 

2.2.1 Government Expenditure and sustainable industrial development ..................................... 38 

2.2.2 Government Revenue .......................................................................................................... 41 

2.2.3 Gross Domestic Savings ..................................................................................................... 42 

2.2.4 Gross Fixed Capital Formation ........................................................................................... 42 

2.2.5 Industrialization .................................................................................................................. 43 

2.2.6 Nature and Structure of Industries in Nigeria ..................................................................... 45 

2.2.7 Characteristics of Industrialization ..................................................................................... 45 

2.2.8 Dimensions of Industrial Efficiency ................................................................................... 47 

2.2.9 Industrial Sustainability: Key Principles ............................................................................. 49 

2.2.10 Factors in favour of rapid industrialization ......................................................................... 50 

2.3 THEORETICAL REVIEW ......................................................................................................... 51 

2.3.1 Wagner’s Law 1835 to 1917: .............................................................................................. 51 

2.3.2 Peacock and Wiseman Theory of public expenditure 1961: ............................................... 52 

2.3.3 The Classical v/s the Keynesian approach of public expenditure 1776: ............................. 53 

2.3.4 Colin Clark’s Critical Limit Hypothesis 1954: ................................................................... 54 

2.4 EMPIRICAL REVIEW............................................................................................................... 54 

2.4.1 Public Expenditure, Industrial Sector and Sustainability .................................................... 63 

2.4.2 Summary of Empirical Review ........................................................................................... 73 

2.4.3 Researcher’s Conceptual Model ......................................................................................... 76 

2.4.4 Trend Analysis .................................................................................................................... 77 

2.4.5 Brief overview of industrial policies in Nigeria .................................................................. 79 

2.5 GAP IN LITERATURE .............................................................................................................. 84 

CHAPTER THREE: METHODOLOGY ............................................................................................... 86 

3.1 Preamble ..................................................................................................................................... 86 

3.2 Theoretical Framework ............................................................................................................... 86 

3.3 Research Design .......................................................................................................................... 87 

3.4 Method Of Data Collection ......................................................................................................... 88 

3.5 Restatement Of Hypothesis ......................................................................................................... 89 

3.6 Model Specification .................................................................................................................... 90 

3.7 Estimation Technique ................................................................................................................. 92 

3.8 Justification Of Technique .......................................................................................................... 93 

3.9 Ethical Consideration .................................................................................................................. 94 

3.10 Apriori Expectations ................................................................................................................... 94 

CHAPTER FOUR: RESULT .................................................................................................................. 95 



x 
 

4.1 Preamble ..................................................................................................................................... 95 

4.2 Johansen’s Cointegration Result ................................................................................................. 96 

4.3 Vector Error Correction (Vec-Estimate) ..................................................................................... 99 

4.4 Result Diagnosis ....................................................................................................................... 100 

4.5 Var Modulus Stability ............................................................................................................... 101 

4.6 Analysis Of Results ................................................................................................................... 102 

CHAPTER FIVE: DISCUSSION .......................................................................................................... 106 

5.1 Discussion Of Findings ............................................................................................................. 106 

5.2 Trend Analysis .......................................................................................................................... 107 

5.3 Empirical Findings .................................................................................................................... 107 

CHAPTER SIX: CONCLUSION AND RECOMMENDATION ....................................................... 110 

6.1 Summary ................................................................................................................................... 110 

6.2 Conclusion ................................................................................................................................ 113 

6.3 Contribution to Knowledge ....................................................................................................... 115 

6.4 Recommendations ..................................................................................................................... 115 

6.4.1 Limitation of the Study ............................................................................................................. 117 

REFERENCES ........................................................................................................................................ 118 

APPENDIX 1 ........................................................................................................................................... 125 

APPENDIX 2 ........................................................................................................................................... 128 

APPENDIX 3 ........................................................................................................................................... 139 

APPENDIX 4 ........................................................................................................................................... 142 

 

 

 

 

 

 

 

 

 

 

 

 



xi 
 

LIST OF FIGURES 

Figures     Title of Figures        Page 

2. 1 A map of the 19th century Industrial Revolution through Europe. ...................................................... 16 

2. 2 Factory workers: The American Woolen Company, Boston, c. 1912. ................................................ 17 

2. 3 Industrial Revolution History ............................................................................................................... 18 

2. 4 Sphere of Sustainable Development .................................................................................................... 40 

2. 5 Medium and High-Tech Manufacturing Value Added Share in Total Manufacturing: (2005–  2015) 44 

2. 6 Source: Researcher’s conceptual-model (2020) ................................................................................... 76 

2. 7 Trend Analysis of the Federal Government Revenue and expenditure in Nigeria .............................. 77 

 

4. 1: AR Roots Graph ................................................................................................................................ 101 

 

 

 

 

 

 

 

 

 

 

 

 

 



xii 
 

LIST OF TABLES 

Table     Title of Table          Page 

2. 1 Summary Table of Some Empirical Review ......................................................................... 73 

2. 2 Industrialization policies in Nigeria ....................................................................................... 81 

 

3. 1 Sources of variable ................................................................................................................. 88 

 

4. 1 Unit Root Result .................................................................................................................... 95 

4. 2 Johansen Cointegration test ................................................................................................... 96 

4. 3 Normalized co-integration estimations .................................................................................. 97 

4. 4 VEC Estimates ....................................................................................................................... 99 

4. 5 VEC- Residual Serial Correlation LM Tests ....................................................................... 100 

4. 6 Normality Test ..................................................................................................................... 100 

4. 7 AR Roots Table.................................................................................................................... 101 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



xiii 
 

LIST OF ABBREVIATIONS 

BOI - Bank for Industry  

CEXP- Capital Expenditure 

GDS- Gross Domestic Savings 

GFCF- Gross Fixed Capital Formation 

GREV- Government Revenue 

INFL- Inflation rate 

ISIC-International Standard Industrial Classification  

LINT – Lending Interest rate 

MVA- Manufacturing Value Added 

NEEDS- National Economic Empowerment and Development Strategy  

NIID -National Industrial Integrated Development 

REXP- Recurrent Expenditure 

RMRDC - Materials Research and Development Council  

SMIEIS - Small and Medium Industries Equity Investment Scheme  

 

 

 

 

 

 

 

 

 



xiv 
 

ABSTRACT 

The development of the industrial sector remains a contentious issue in Nigeria’s economy. The 

urgency and role of government expenditure in the sustainable development of the Nigerian 

economy, particularly in terms of industrial development, has been directed towards a very short-

term imperative that involves fiscal deficits through a mixture of reduced revenue and higher 

spending. The long-term issue that has the capacity for change that can be achieved in ways that 

promote growth rather than inhibit it has been negated. This research, therefore, examines the 

impact of Government expenditure and sustainable industrial development in Nigeria. This 

research adopted Johansen co-integration and vector error correction analysis via E-Views 

statistical software (version 10.0) for the period between 1981 and 2018, to determine the long-

run impact of government expenditure on industrial development in Nigeria. It used time-series 

data extracted from CBN statistical bulletin (2018) and WDI (2018). This research adopts 

Wagner’s Law named after the German political economist Adolph Wagner (1835-1917), which 

best explains government expenditure and industrialization. This research study found out that 

government revenue is statistically insignificant but has a positive effect on industrial 

development; Manufacturing Value added as a proxy (MVA), a 100% change in GREV will bring 

about 28% changes in manufacturing output, capital expenditure is however statistically 

significant and negatively impacts industrial output, a change in CEXP will yield less than a 

proportional change in MVA by about 52%, recurrent expenditure positively affects industrial 

growth, although its influence is statistically insignificant, a 100% rise in REXP will cause about 

41% increase in the development of the industrial sector. Also, a change in capital stock i.e. Gross 

Fixed Capital Formation (GFCF) will lead to a significant but inelastic and less than proportional 

change in MVA, thereby depicting inverse relationship. Based on the findings from this research 

the following recommendations were made: Effective allocations of government revenue, as well 

as the early release and approval of budget proposals, will have a meaningful effect on the 

industrial sector in Nigeria, increase in sustainable investment level alongside required equipment 

coupled with qualified personnel to properly manage these amenities will ensure the improvement 

of the industrial sector and finally, working incentives in form of tax incentives, promotion and 

salary increment should be regularly encouraged in the industrial sector in Nigeria. 

Keywords: Government expenditure, Industrial development, Johansen co-integration, 

sustainability, vector error correction analysis, Wagner’s Law. 
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