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Abstract

Revenue generated by government ought to reflect economic growth in any economy, unfortunately in
Nigeria, there is insistent detach between huge revenue generation from both oil and non-oil which could
not reflect sustainable economic development path. The study considered the impact of government revenue
on economic growth in Nigeria Using an ex-post facto research strategy, this study looked at how public
authority revenue affected economic growth in Nigeria. Information derived from secondary sources and
published in the 2024 Statistical Bulletin by the Central Bank of Nigeria (CBN) covering the years 1981~
2023. Government Revenue was used as an independent variable to represent both oil and non-oil revenue,
while GDP was used as a dependent variable to represent economic growth. Preliminary analysis was
carried out on the sourced data to ensure that the data are stationary and there is co-integration between
the observed variables. The data was analyzed with the help of Fully Modified Ordinary Least Squares,
Dynamic Ordinary Least Squares, DOLS and Canonical Cointegrating Regression. Meanwhile, Dynamic
Ordinary Least Squares, (DOLS) was chosen because it produced the largest R-squared value among the
three competing estimation methods. The outcome of the study showed that both oil and non-oil revenue
impacted the economic growth in Nigeria. The study suggested that government should put to good use
money derived from various sources such as to fund essential services, invest in infrastructures so as to
impact economic growth

Keywords: Government Revenue: Economic Growth: Oil Revenue: Non-Oil Revenue: Gross
Domestic Product

INTRODUCTION
Government revenue is the amount of income earn by the public authority to ensure smooth
running of its operations and facilitate developmental projects (Ejinkonye et al,2024). It is an
important instrument of fiscal policy of the public authority as it aids government spending.
Public authority is entrusted with a lot of financial commitments in the area of social, political
and economic activities aiming at achieving maximum social and economic welfare. Huge
resources are required to fulfill these responsibilities, these resources according to Gina et al
(2024) is known as public revenue and can be sourced through exports or generated internally.
Government revenue in Nigeria is classified in to oil revenue and non-oil revenue. Oil income is
described as money realized from the sales of raw oil to local and foreign users including royalty,
earning from direct sales, oil well rent, gas sales, pipeline licenses penalty from gas flaring just to
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mention few (Bakare & Fawehinmi, 2021). Non -oil revenue is income from other sources which
are not connected to oil and include taxes and levies. Public authorities across globe are seriously
expanding their income sources to meet up with the increasing demand of their projects and
infrastructure advancements (Ejinkonye et al,2024) For public authorities to increase
infrastructure development in vital in critical sectors that will impact the growth of the economy,
financial resources must be available. Since the discovery of oil, larger proportion of Nigeria
income has been from oil and there has been over reliance on this source (Akinlolu & Nejo, 2020)
Over reliance on the source has however exposed the nation’s economy to risk and unfavorable
impact. Aside fluctuations in the price of crude oil, transitioning of nations from fossil fuels to
alternative energy sources has made mess of expected income from oil, leading to inadequate
money to finance governance at all level of government (Gina et al, 2024)

Prior to oil discovery in Nigeria, the foundation was premised on agricultural sector provided
over 95% of foreign exchange earnings, 60% of employment opportunities, and over 56% of Gross
Domestic Product. (Ebimowobel, 2022). There was however transition to oil and income from oil
has played a crucial development on the economy from 1980s upwards. It is worthy of
mentioning that the oil discovery has not only positively changed the economic narrative and
development path but has also given birth to a lot of problems among which were; environmental
pollution, oil pilferage pipeline vandalization, social and economic ills and resulted poor
standard of living by sizeable proportion of the population (Odinakachi et al, 2021 as cited by
Ejinkonye et al, 2024, Nweze & Edame 2016, Efanga et al., 2020, Ilori and Akinwunmi, 2020)

Furthermore, revenue generated by government has not reflected the expected level of economic
growth even at the peak period. There has also been experience of income shortfall due to leakage
in tax collection mechanism and remittances in spite of the available incentives (Gina et al,2024).
Therefore, government loss billion of naira yearly to avoidance, evasion and lack of compliance.
According to Ayeni and Omodero (2022), considerable proportion of government commitment is
been funded through income from taxes. Income from tax is therefore a concern issue for any
public authority as the extent of a country’s economic growth can be predicted by its tax system
(Gale,2014 as cited by Gina et al,2024).

Economic growth according to (Gina et al,2024) is a persistent rise in the net national product in
a period of time. Public authorities rely on income from its all sources to execute all
developmental projects and attend to numerous concerns such as provision of basic amenities
and infrastructures. Onaja and Ibrahim (2021) submitted that an increase in the commitment of
government requires an increase in government revenue. Therefore, there is a serious need for
multifariousness of economy towards generation of streams of revenue that can impact the
economy growth (Yahaya & Yusuf ,2019)

There is unclear link between government revenue and economic growth in Nigeria as submitted
by previous empirical studies for instance Akinjobi and Adekusibe, (2023): Ejinkoye et al, (2024)
established positive link while Akinlolu and Nejo (2020) established native link. Another problem
is that the huge income received from government revenue fail to reflect sustainable economic
development path. Despite reasonable income generated by the Nigerian public authority over
years, the level of growth experience in the economy could not still be felt and this is reflected by
high level of poverty, unemployment and poor standard of living for larger proportion of the
population, suggesting inefficiency income collection, poor utilization or overreliance of volatile
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single product or combination of all. To this extent, this study therefore examines the impact of
government revenue on economic growth in Nigeria. The specific objectives are: (i) to quiz how
oil revenue influence economic growth in Nigeria (ii) to enquire in to how non-oil revenue affect
economic growth in Nigeria

LITERATURE REVIEW
Conceptual Review
Oil revenue
According to Udeh (2021), "income" is the proper term for any funds derived by public authority
from all sources. All forms of income are acceptable. The Nigerian government is mostly funded
by oil as well as non-oil sources of revenue. Oil sales contribute significantly to the federation
account's revenue. To be more precise, local crude oil sales, royalties, and tax revenues all make
up oil revenue (Udeh, 2021). Fines can also be levied on businesses that deal with petroleum. To
oversee Nigeria's petroleum sector, General Yakubu Gowon incorporated the Nigeria National
Oil Corporation (NNOC) in 1971 under Decree 20. Nigeria joined OPEC that same year, making
it eleven members strong. Both the upstream and downstream operations of the oil business were
devoted to the NNOC. Instead, regulatory affairs were shifted to the Ministry of Petroleum
Resources (Udeh, 2021). What is today called the Nigeria National Petroleum Corporation
(NNPC) was incorporated in April 1977 by an amalgamation of the Ministry of Petroleum
Resources and the Nigerian National Oil Company (NNOC). While the NNPC was running, the
commercial responsibilities of the Ministry of Petroleum Resources and NNOC were merged
(Hori & Akinwunmi, 2020).

Crude oil and other fossil fuels are currently major energy sources for Nigeria. According to Gina
et all (2024) the World Bank (2017) estimates that this industry accounts for over Ninety percent
of the foreign currency earnings currently received by the country as well as 80% of its operational
as well as acquisition expenditures, earnings made hence plays a crucial role in the expansion of
the state’s economy. Uremadu et al. (2020) submitted that on a daily basis, Nigeria produces over
two million barrels of premium crude oil and the country also has a condensate reserve of about
37 billion barrels. Government estimates show that construction will outstrip economic and oil
reserve capacity in 2020. With a staggering three percent of the world's total, the country
possesses tremendous natural gas reserves. Exports account for half of the daily gas production
(8 BCF), while flares account for the other 1.5 percent. Despite the government's ongoing efforts
to make the economy more diverse, revenue from oil will continue to be a major source of income
for the nation until at least 2022. Oil profits are crucial to the Nigerian government's coffers. Some
examples of these include money made from selling crude oil at home, money made from
petroleum taxes, and money made from selling crude oil abroad.

Non-Oil Revenue

Non-oil revenue is the sum of all earnings, not just oil profits. Revenue streams that do not
originate from oil and gas include a variety of other activities, such as sales of products on a global
scale (Akinjobi & Adekusibe,2023). This category does not contain any crude oil. Thus, it
comprises a wide range of businesses, such as those involved in construction, manufacturing,
telecommunications, farming, banking, real estate, entertainment, healthcare, and tourism etc.
The NOS were, in a nutshell, critical to the expansion of Nigeria's economy. According to World
Bank figures from 2013, the industry contributed significantly to the economy of Nigeria,
providing jobs for a sizable section of the workforce and producing a large portion of the
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country's foreign exchange receipts (Akporere & Ekane, 2022). But now that the "Black Gold" has
replaced this lucrative venture, everything has changed.

According to Ebimowebel (2022), however, retained revenue for the Nigerian federal government
rose to 2.558 trillion in the second quarter of 2016 from 1.898 trillion in the first half of 2016,
according to the CBN Financial Stability Report for December 2016. According to him, the
increase in retained revenue from the first half to the second half is primarily traceable to non-oil
income. The Central authority of Nigeria may be sending a message that it wishes to wean itself
off of oil revenues by doing this. Taxes on corporations, fees, licenses, rent on public property,
customs and excise duties, and other forms of non-oil revenue are some of the ways that Nigeria
brings in money. Sports, entertainment, hospitality, tourism, agriculture, manufacturing, and ICT
sold minerals, as well as other non-oil revenue streams should also be included in this analysis.
Aside from crude oil, non-oil revenue includes income from the sale of goods on international
marketplaces. The term "non-oil business" refers to any enterprise that is neither directly
involved with nor situated in an oil and gas producing region. Included in this category are
companies engaged in fields unrelated to oil, such as healthcare and construction. The industrial,
mining, and agricultural sectors are able to support performance of the growth through the export
of non-oil produced items.

Economic Growth

Economic growth, typically measured as an increase in a nation’s economic activity proportional
to its real national income and real per capita income, is most often illustrated by GDP. The entire
value of all completed goods and services produced inside a country is known as the GDP. GDP
figure is completely independent of the citizenship of the individuals who created them.
According to Ogunjobi and Ogunseye (2018) viewed gross domestic product (GDP) as one useful
indicator of economic advancement. Annual GDP aggregates are helpful for comparing the size
of national economies and following their progress, according to Bondareco (2023). For that
reason, many people are quite curious about the GDP growth rate. If GDP increases for several
consecutive quarters, we say that the economy is expanding or experiencing a boom. If GDP falls,
we say that the economy is collapsing. Tax dollars can be used in a well-thought-out way to
promote economic growth and development.

Theoretical Review

Resource Curse Theory

Richard Auty first suggested this concept in 1993.The preposition of the theory is that nations
with plenty of natural resources such as oil, gas, and minerals tend to experience poorer economic
development, lower growth rates, higher corruption and worse overall developmental outcomes
compared to countries with lower natural resources (Ebimowobel, 2022). According to
Okpebenyo et al. (2023), possessing natural resources would be advantageous for any nation and
its inhabitants. A paradox of abundance exists when governments in countries that have an
abundance of natural resources fail to meet the demands of their citizens while simultaneously
underutilizing those resources. Despite resource-rich countries' hopes for improved development
following the discovery of natural resources, resource-poor countries experience less economic
stability and progress, more conflicts, and lower per capita income. The adoption of this theory
for this study is based on the fact that the theory is appropriate to explain the pattern of stagnant
or slow grow in the economy of nations that rely heavily on importation of natural resource
Abundance of natural resources can paradoxically hinder long term development of a nation
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through numerous economic and political mechanism. However, in rear cases countries with rich
resource can achieve success by adopting robust governance and diversification strategies.

Empirical Review

There are a number of empirical studies that have looked at how income from oil as well as
income from sources other than oil affects economic growth in general. Oladipo et al. (2023)
looked at how Income from sources other than oil affected Nigerian economic performance. using
a Vector Error Correction Model (VECM), the study analyzed yearly time series data. Revenues
from sources other than oil, such as VAT and CIT, are positively correlated with GDP in Nigeria,
whereas income from oil has a negative correlation. Dauda et al. (2023) used secondary data from
the relevant statistical bulletins, as well as the Johansen Co-integration test and the Granger
Causality Technique, to investigate the connection between Nigeria's oil income from 1981 to 2021
and its potential impact on the economy's proportional growth on a sustainable basis. Findings
demonstrated a non-linear link between oil revenue generation in Nigeria and GDP growth.

Rafiu (2023) looked at the data from 1981 to 2018 to see how oil income affected the distribution
of economic growth in Nigeria across different quartiles. A quartile regression approach was used
in the study. One way to test for robustness is to compare the quartile regression findings with
the Ordinary Least Square (OLS). Over the time period under consideration, the OLS results
demonstrated that oil revenue significantly and positively affects performance of economy in
Nigeria. The implication of oil revenues on GDP growth, however, differs between the quartiles,
as shown by the quartile regression.

The effect of both oil and non-oil income on Nigeria's economy from 1994 to 2021 was studied by
Akpokesere and Ekane (2022). Relevant and other pertinent publications were consulted for the
collection of data. An investigation was initiated to gather data. E view version 9.0 was used to
do regression analysis on the collected data. The outcome demonstrated that overall oil and non-
oil earnings significantly and appreciatively affect how economy grows in Nigeria.

The effect of oil income on GDP growth in Nigeria from 1981 to 2018 was studied by Akinleye et
al. (2021). References for the study's economic variable came from relevant statistics bulletins. The
study utilized a number of diagnostic tools, including an ARDL bound test for Co-Integration, an
ARDL method, and an Augmented Dicky Fuller unit root test. The findings showed that oil
money influences Nigeria's GDP growth.

METHODOLOGY

Using an ex-post facto research strategy, this study looks at how government revenue affected
GDP growth in Nigeria. The adoption of the research design was based on its fitness for
investigating cause and effect relationship between variables after effect have already happened
and it cannot be easily manipulated by researcher. Information derived from secondary sources
and CBN annual statistical publication and NBS statistical bulletin of 2024 covering the years
1981-2023. Government Revenue was used as an independent variable to represent both income
from oil as well as income from other source than oil while GDP was dependent variable to
represent economic growth.
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Model Specification
Taking into account the relationship between non-oil and oil income and economic growth, the
response variables include economic growth measured using GDP. Meanwhile, the core regressor
is government revenue represented by oil revenue and non-oil revenue. In addition, rate of
inflation was employed as a control variable to isolate the true effects of independent variable on
the dependent variable with the aim of preventing biased results. The model is adopted based
on the outcome of the empirical studies between government revenue and economic growth.
Thus, the models function as:
GDP, = f(OREV,, NREV,, INF,) )

Where GDP = Gross domestic product

OREV = Oil revenue

NREV = non-oil revenue

INF = Inflation
The linear regression model is expressed as follows:

GDP, = By + ByOREV, + B,NREV, + B3INF, + &, (i)

The outcome and controlled variables are assumed to have a linear relationship in the model
mentioned above.

RESULTS AND DISCUSSION
Table 1-: Summary Statistics
Sample Period: 1981 - 2023

Variable
Statistics GDP OREV NREV INF
Source: Qps. 43 43 43 43

Mean 39475.67 2627.57 1719.365 19.080
Maximum 76684.94 8878.97 13587.50 72.840
Minimum 16048.31 7.2500 3.0000 5.390
Std. Dev. 21407.80 2668.44 2737.909 16.281
Skewness 0.4858 0.5770 2.5442 1.868
Kurtosis 1.5933 2.0797 10.323 5.4736
Jarque-Bera 5.2365 3.9034 142.460 35.959
p-value 0.0729 0.1420 0.0000 0.000

Author’s computation, 2024.

All variables: INF, NREV, OREV, and economic growth (GDP) are summarised in tablel. With
standard deviations lower than their respective averages (means), GDP and inflation (INF) show
little variability in their distributions showing standard deviation lower than average mean.
According to the previous observation, GDP and INF demonstrated strong predictive power
throughout the study period. Predictive capacity power for OREV and NREYV is anticipated to be
low across the sample period. In addition, all of the variables seem to be favorably tilted (long-
right tail) with constructive skewness degrees. According to the kurtosis coefficient, NREV and
INF have a peak (leptokurtic) distribution with a coefficient greater than 3, whereas GDP and
OREV have a flat top (platykurtic) distribution with a coefficient less than 3. In addition, the GDP
and OREV statistics show no significant deviation from the distribution that is normal (p-values
> 0.05), whereas the NREV and INF statistics show a non-normal distribution (p-values < 0.05).
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Pre-Tests
Unit Root Tests
The test of unit root was carried out before the model was estimated to evaluate how the variables
under study stationed. Thus, ADF test was employed to examine the stationarity conditions of
the variables.
Table 2-: Outcome of the test of Unit root
Sample Period: 1981 - 2023

Level Form
GDP OREV NREV INF

With Constant t-Statistic -0.9655 -1.6845 -0.7519 -1.5210
Prob. 0.7562  0.4316 0.8219 0.5122

With Constant & Trend  t-Statistic -1.4524  -0.7407 -1.8397 -1.4839
Prob. 0.8292  0.9631 0.6674 0.5542

Without Constant &

Trend t-Statistic 3.3861 1.8043 3.5800 -0.7092

Prob. 0.9997 0.9813 0.9998 0.4035

First Difference Form
A(ORE
AGDP) V)  ANREV) A(INF)
With Constant t-Statistic =~ -4.0818"* 6.3510*  -7.5300"*  7.2045*
Prob. 0.0027  0.0000 0.0000 0.0000
With Constant & Trend  t-Statistic -3.9627* 5.7520"*  -7.4680™  7.1443**
Prob. 0.0180  0.0001 0.0000 0.0000
Without Constant & - -

Trend t-Statistic -2.3086* 55013  -0.4365  7.3031

Prob. 0.0220  0.0000 0.5182 0.0000

Order: I(d) 1(1) I(1) I(1) 1(1)

Source: Research’s computation (2024)
Note: ***& ** denote statistical significance at 1% & 5% respectively. A = difference operator
The results of the unit root test, conducted using the ADF approach, are displayed in Table 2 Since
there is no statistically significant result for any of the variables at the level, it seems as though
they are all first-order integrated, i.e., they adhere to I (1) processes. Therefore, in order to achieve
series stationary, the first differencing approach was employed. I (1) processes are thus contained
in the variables of the model being considered. To determine if long-term link exist among the
variables, we need to do a co-integration test because their integration orders are uniform in I (1).
Furthermore, because the variables are not stable, shocks to them may remain over time.

Cointegration Test

Based on the preceding unit root test results, it is necessary to evaluate the existence or otherwise
of the linear combinations or long-term relationships among the variables. Thus, the Engle-
Granger (EG) co-integration testing methods of the single-equation co-integration test approach
was employed since the variables being examined have the same I(1) order of integration.
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Table 3-: Engle-Granger (EG) Co-Integration Test Results
Sample Period: 1981 - 2023

Model Test Type tau- p-value | z-stat. p-value
Stat.
With Engle-
Granger -4.0321  0.0397 | -26.571  0.0186

Source: Research’s computation (2024)
The outcome of the co-integration test conducted for each of the models using the Engle-Granger
(EG) co-integration testing techniques are shown in Table 3. Thus, significant test results are
shown by both the tau-statistics (tau-stat. = -4.0321, p = 0.0397 < 0.05) and z-statistics (z-stat = -
26.571, p = 0.0186 < 0.05) with the corresponding p-values below 0.05 level of significance. The
foregoing implies that the variables of the model appear to have long-run relationships or linear
combinations. Therefore, the model does not suffer spurious relationship.

Model Estimation

Once a long-term association between the study's variables was established, cointegrating
regression estimate methods such fully-modified ordinary last squares (FMOLS), canonical
cointegrating regression (CCR), and dynamic ordinary last squares (DOLS) were employed. The
outcome of the competition between the estimating methods that were previously discussed is
determined by the adjusted R-squared values. We use the estimate with the greatest adjusted R-
squared value for drawing inferences. The outcomes of the three competing estimation
approaches are presented in Table 4.4. With an impressive R-squared value of 0.9884, the dynamic
ordinary least squares (DOLS) estimator emerges as the top choice for the without-moderation
model. As a result, we employ the DOLS estimate method. Since the native log forms of the
variables were utilized in the estimation, the results are also elastic.

Table 4: Co-integrating Regression Estimation Results
Sample Period: 1981 - 2023

Estimation Method FMOLS DOLS CCR
Response Variable GDP GDP GDP
Independent Variable
C 9.6386™ 9.7350" 9.6974™
(0.0000) (0.0000) (0.0000)
0.1363* 0.2390™ 0.0672
OREV (0.0258) (0.0123) (0.2923)
0.3176™ 0.5311" 0.1732
NREV (0.0000) (0.0059) (0.1562)
INE -0.0326 -0.0459 -0.0479
(0.5522) (0.4593) (0.3003)
Explanatory Power:
R-squared 0.9208 0.9884 0.9651
Adj. R-squared 0.9145 0.9800 0.9614
Overall Test: Wald Test:
F-statistic 69.7386™ 3.2807 1.1144
(0.0000) (0.0400) (0.3556)
Post-Diagnostic Tests
Serial Correlation Test:
Q-Statistic (Ljung-Box) 68.833 11.389 55.544
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(0.000) (0.181) (0.000)

Normality Test:
Jarque-Bera Stat 5.8112 1.2327 0.1993
' (0.0547) (05399) 0.9051)

Source: Researcher’s computation (2024).

Note: ™ & ** denote statistical significance at 0.01 & 0.05 at levels of significance. Meanwhile, values
in parentheses are p-values of the respective coefficients and statistics.
Under the DOLS estimation method shown in Table 4 it could be observed that changes in oil
revenue (OREV) exert positive and statistically significant effect (5, = 0.2390, p = 0.0123 < 0.05)
on economic growth (GDP) in Nigeria. Thus, the statistical significance position of the foregoing
empirical test implies the rejection of the null hypothesis, i.e., Hy: ; = 0 is rejected. Similarly,
changes in income from other source than oil (NREV) exert beneficial and statistically significant
impact (B, = 0.5311, p = 0.0059 < 0.01) on output performance (GDP) in Nigeria. Thus, the
statistical significance position of the foregoing empirical test implies the rejection of the null
hypothesis, i.e., Hy: ff, = 0 is rejected. Furthermore, the partial slope coefficient indicates that
GDP is inelastic with respect to each of OREV and NREV having partial coefficients (0.2390 and
0.5311) being less than one. In other words, the degree of responsiveness of GDP to each of OREV
and NREV is inelastic and significant. Following the post estimation tests which include
autocorrelation (or serial correlation) test and normality test under DOLS estimation method, the
insignificant results of the serial correlation test (Q-stat. = 11.389, p = 0.181) and normality test (JB
stat. = 1.2327, p = 0.5399) suggest that the estimates obtained are efficient and valid for inferences
and policy making.

Discussion of findings

This research delves at the interaction between oil and non-oil revenue and economic growth. A
close interaction between oil revenue was found to be positive and statistically significant (5, =
0.2390, p = 0.0123 < 0.05) economic growth in Nigeria. Equally important in increasing economic
growth in Nigeria's are non-oil factors. NREV has positive and statistically significant on
economic growth (8, = 0.5311, p = 0.0059 < 0.01) Oil and non-oil revenues both considerably
increase economic growth, according to the study, which is in agreement with the previous
empirical studies of Ademola et.al. (2021), Andabal and Joel (2024), Ejinkoye et.al., (2024) From
what we can see, oil and non-oil revenues are therefore considered to be equally important
revenue sources which are capable of increasing economic growth and should be paid attention
to for fiscal policy formulation, specifically when it comes to ensuring a substantial boost to
production efficiency.

CONCLUSION AND RECOMMENDATION
The primary goal of the research was to access the nature of the interaction between government
income and the growth of Nigerian economy. The results of the analysis using FMOLS, CCR
and DOLS result showed that both oil revenue and non-oil revenue hav positive and significant
effect on the economic growth in Nigeria.In otherword, Nigerian economy is driven by a
combination of oil and non-oil revenues.

The study recommended that Nigeria government should blok all leakages in collection process
of both oil and non oil revenue in Nigeria,Government should also ensure judicious ultilisation
of funds generated from oil and non oil revenue such as funding of essential services as well as
investing in infrastructures to promote economic growth.In addition honest and integrity people
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should be elected to government and there should be a policy to ensure the acountability of
public funds. Governmnt should diversify the economy to embrace streems of revenue sources.
Implementation of Fiscal Responsibility Act of 2007, as revised should be enforced by the
government.
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