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ABSTRACT

This paper examined the impact of public debt and fiscal policy on Nigeria’s economic growth using theAutoregressive

Distributed Lag (ARDL) model. The annual time-series data from 1981 to 2023 were obtained from the Central Bank

of Nigeria Statistical Bulletin and the World Bank archives. The study analyzed the long-run and short-run interactions

between the real GDP and the variables of domestic and public debt. The findings revealed that external debt exhibits

a negative long-run and positive short-run implication effect on economic growth. Debt servicing was positive in the

long run and negative in the short run. Public debt is a unique determinant of economic instability as it comes with its

inflationary effects. The long-run estimates give fiscal balances, with costs of high debt servicing, which encourage a

favorable public investment, as it favors economic development in the long run. The error correction mechanism confirms a

stable adjustment process towards long-run equilibrium; the research still maintains its stance on fiscal discipline, efficient

debt management, and strategic capital investment to enhance macroeconomic stability in Nigeria. The recommendations

are that the government should put in some tax mechanisms that will make them pay off the debt. Industries should source

their raw materials locally rather than importing them in order to generate more revenue for themselves and the government.

The authorities should also find ways of attracting foreign investors to invest in our economy, which will create jobs for our

youths. Facilities for farmers should be subsidized by the government to promote agricultural productivity. This will go a

long way in generating revenue for the government and reducing the foreign debt.
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1. Introduction

Every nation of the world aspires to achieve a stable

economic growth. Economic growth entails equal distribu-

tion of income, balance of payment equilibrium, utilization

of natural resources, good employment, increase in per capita

income, low cost of living, high standard of living and in-

crease in government revenue [1]. However, there are many

hindrances preventing global nations from achieving a bal-

anced economic growth, which include political instability,

corruption, mismanagement, inflation, devaluation of the

naira and unfavorable balance of payments [2]. Nigeria is not

exempt, as it has been battling with the evil scourge of public

debt and bad implementation of fiscal policy for several years.

Nigeria’s fiscal policy has been going through some reforms

in recent years that are aimed at tackling economic challenges

and fostering systemic sustainable growth [3]. These reforms

include changes in excise duty, green taxes introduction, and

import duties adjustments. These parameters are part of the

agenda of the government to diversify sources of revenue to

other sectors of the economy in order to reduce our depen-

dency on the proceeds of crude oil [4]. This is because the

crude oil market has been going through some price fluctua-

tions due to several countries that have shifted their attention

away from crude oil to focus on other energy sources like

shale oil and solar and electricity-powered products [5]. This

brought up the need for diversification, as diversification is

a key to enhancing economic stability and good fiscal policy

strength for years to come.

Besides, Nigeria’s public debt is a serious concern as

the current total national debt stands at around N121.67 tril-

lion from the previous debt of N97.34 trillion in the fourth

quarter of 2023 [6]. This includes local and foreign debts,

which bring up the need for effective tactics in managing

the nation’s debt in order to ensure fiscal policy growth.

Abotsi [7] pointed out the need for data accuracy and honesty

in giving some statistical reports. This is to prevent false

information about the nation’s debt profile. According to

Yahya [8], the effects of rising public debt are so disastrous

as they have a high negative impact on the economic stabil-

ity, fiscal space and the financial base of the public service

sector [9]. Public debt leads to costs of borrowing, crowding

out private investment, and slows down the government’s

ability to cover up the economic shocks [10, 11].

A case study by Nwaeze [12] investigated the manage-

ment of public debts and its implications for accelerating

Nigeria’s economy. They looked at the differences in fiscal

activities among the states, with Lagos coming tops as the

largest state with the biggest internally generated revenue

(IGR), external debts, and total budgeted expenditure [13].

Also, Ekiti and Taraba states showed lower budgetary allo-

cations and IGR, which led to a decline in the total budgeted

expenditure. The study suggested that the authorities focus

on policies related to foreign debts and promote productive

investments. This will improve IGR through the embracing

of agriculture [14]. Agriculture is a source of government rev-

enue that will affect Nigeria’s economic growth in a positive

way; therefore, the aim of the work is to evaluate the effects

of public debt and fiscal policy on the economic growth of

Nigeria, with the aim achieved through the methodology and

the analysis in the study.

2. Materials and Methods

2.1. Theoretical Framework

This study is based on the Keynesian theory of fiscal

policy, which examines the usefulness of government inter-

vention to handle fluctuations in the economy and to stim-

ulate economic growth. Keynesian economics opined that

increased government spending can accelerate aggregate de-

mand, create employment, and boost economic performance,

especially during recessions. Government spending in Nige-

ria plays a special role in accelerating economic growth.

Government capital expenditure on long-term projects like

roads and schools creates employment in the nation and in-

creases other sector demands, while recurrent expenditure

on essential services like education and healthcare develop-

ment fosters higher productivity and long-term growth of the

economy. Additionally, counter-cyclical fiscal policies help

to stabilize the economy during recessions and unexpected

external shocks such as fluctuations in oil prices.

2.2. Sources and Measurement of Data

This study used secondary data obtained from the Cen-

tral Bank of Nigeria Statistical Bulletin. The variables in-

clude Real GDP (RGDP), which quantifies the total output

for the economy adjusted for inflation; Public debt (PDS),

which is the total amount of funds borrowed by the govern-
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ment to meet its development budget, External debt (EXD),

which is the part of the public debt borrowed from foreign

nations and Domestic Debt Stock (DMD), which is the gross

scrutinized debt of the government. Debt Servicing Stock

(DBS) is the repayment of debt with interest, and it is paid in

the form of currency, commodities or services. The revenue

of the authority’s stock term (TGR) is the money that enters

the coffers of the government. The government expenditure

(TGE) is the government spending on infrastructure and pub-

lic services. Inflation (INF) is a persistent rise in the general

price level and it is measured by the consumer price index.

2.3. Empirical Model

The study looked at the impact of public debt on fiscal

policy on the economic growth of Nigeria. The functional

empirical model is:

RGDPt = f(PDSt + EXDt +DMDt

+DBSt + TGRt + TGEt + INFt)
(1)

The model is stated in econometric form as:

RGDPt = β0 + β1PDSt + β2EXDt

+β3DMDt + β4DBSt + β5TGRt

+β6TGEt + β7INFt + εt

(2)

The variables are logged as follows:

ln(RGDPt) = β0 + β1 ln(PDSt)

+β2 ln(EXDt) + β3 ln(DMDt)

+β4 ln(DBSt) + β5 ln(TGRt)

+β6 ln (TGEt) + β7 ln(INFt) + εt

(3)

RGDP =Real GDP,PDS = Public debt, EXD = External

Debt, DMD = Domestic Debt Stock, DBS = Debt Servic-

ing, TGR = The government revenue stock term, TGE = The

Government expenditure, INF = Inflation, β1 to β7 are the

coefficients of the explanatory variables, ε is the error term.

2.4. A Priori Expectations

β1 > 0, β2 < 0, β3 > 0, β4 < 0, β5 < 0.

2.5. Techniques of Estimation

2.5.1. Pre-Estimation

The study looks at the stationarity of the time series

variables to determine the right approach for estimation. This

is done by examining the properties of the unit root of the

variables included in the model. The analysis uses the Aug-

mented Dickey–Fuller and the Phillips–Perron tests, which

use both the constant and trend components.

Vt = θ + δr + γiVt−1 +

k∑
βi∆Vt−1 + εt (4)

Following the above equation, Vt denotes the time se-

ries variable under investigation, t tells us the trend that is

deterministic and δ is the coefficient. The term Vt−1 is the

one period lag of the variable in the times series. γi is the

coefficient of the lagged level of the time series variable

of Vt−1. The null hypothesis assumes that γi = 1, which

shows the presence of a unit root. k is the lag length. The

test produced an ADF statistic that is against the 5% critical

value. Null hypothesis rejection requires the ADF statistic

to be negative and significant. The coefficient βi captures

the lags of the differenced variable while εt denotes the error

term.

2.5.2. Estimation

The ARDL model, used by Ele et al. [15] to estimate

both the short-run dynamics and long-run relationships be-

tween variables. This method was effective for variables

integrated at different orders. The ARDL model enabled the

simultaneous estimation of both the short run and long run

dynamics, which allowed a flexible framework for analyz-

ing relationships among variables with different orders of

integration.

The dynamic relationships in both the short run and the

long run are given as:

∆ lnRGDP = β0 +
n∑

k=1

β1∆lnRGDP t−k

+
n∑

k=1

β2∆lnPDSt−k +
n∑

k=1

β3∆ lnEXDt−k

+
n∑

k=1

β4∆ lnDMDt−k +
n∑

k=1

β5∆ lnDBSt−k

+
n∑

k=1

β6∆ lnTGRt−k +
n∑

k=1

β7∆ lnTGEt−k

+
n∑

k=1

β8∆ ln INF t−k +∅2∆ lnPDSt−1

+∅3∆ lnEXDt−1 +∅4∆ lnDMDt−1

+∅5∆ lnDBSt−1 +∅6∆ lnTGRt−1

+∅7∆ lnTGEt−1 +∅8∆ ln INF t−1 + εt

(5)

The above Equation (5) looked at the impact of public

debt and fiscal policy on the nation’s economic growth in

an autoregressive model framework. ∆ lnRGDP denotes
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the first differenced log of the real gross domestic product

which denotes economic growth capturing the variations in

the short run. The β1–β8 parameters stand for the short run

elasticities of the independent variables. The summation

terms display the lagged effects of the variables in the short

run. The coefficients of ∅1–∅8 encapsulated the long run

equilibrium relationships between the dependent variables.

εt tells us of the stochastic shocks that were not explained

by the aggressors. The model of the ARDL inclusive of the

error correction mechanism is formulated in Equation (6) as:

∆ lnRGDP = β0 +
n∑

k=1

β1∆ lnRGDPt−k

+
n∑

k=1

β2∆ lnPDSt−k +
n∑

k=1

β3∆ lnEXDt−k

+
n∑

k=1

β4∆ lnDMDt−k +
n∑

k=1

β5∆ lnDBSt−k

+
n∑

k=1

β6∆ lnTGRt−k +
n∑

k=1

β7∆ lnTGEt−k

+
n∑

k=1

β8∆ ln INF t−k + πECTk−1 + εt

(6)

In the above equation, π is the coefficient of the error

correction term, which measures the rate at which the devia-

tions from the long run equilibrium are corrected following

the disturbances in the short term.

3. Results

3.1. Descriptive Statistics

The descriptive statistics for the period of 1981–2023

are presented in Table 1. From the table, the real Gross

Domestic Product averaged N73.79 billion with a minimum

of N0.71 billion and a maximum value of N326.9 billion,

which portrayed a significant growth in the real gross domes-

tic product for that period of study. Public debt accounted for

an average of N141.55 billion and ranged from N0.3 billion

to N1,624.8 billion, which showed the large amount of public

debt that the authorities owe to foreign organizations. This

means that a large chunk of the government revenue from

other sources is used to pay off the debt. External debt aver-

aged N3,280.124 billion, with the minimum and maximum

external debt of N0.1796 billion and maximum of N93,528.4

billion. The gap between the maximum and minimum values

is a hindrance to the growth of the economy. The mean of

domestic debt is N1,354.783 billion with a minimum and

maximum value of N1.5 billion and N12,371.6 billion, which

means the burden of the domestic debt is heavy on the poor

and rich citizens of the economy, as the government will use

the burden of taxation to cover up the debt. Debt servicing

averaged N865.01 billion, while the minimum remained at

N1.01 billion and the maximum was N8,556.93 billion. The

gap in debt servicing means that the government will use

the funds meant for citizens’ social welfare to service the

huge debt. Total government revenue averaged N4,308.201

billion with a minimum of N10.5 billion and a maximum

of N19,251.1 billion, which means the government is gen-

erating lots of money from public and private utilities in

the economy. Government revenue’s mean is N4,033.179

billion, with a minimum value of N9.6 billion, while the

maximum value was pegged at N24,431.21 billion, which

is evidence that the authorities are spending a lot on social

amenities and the welfare of the citizens in the economy. The

inflation rate averaged N19.0814, while the minimum is 5.4

and the maximum is 72.8, which implies that the nation is

experiencing price instability. This will negatively affect the

purchasing power of the people.

Table 1. Descriptive statistics.

RGDP PDS EXD DMD DBS TGR TGE INF

Mean 73.79837 141.5528 3,280.124 1,354.783 865.01 4,308.201 4,033.179 19.0814

Median 37.03 16.4 361.1949 117.2 163.81 2,231.6 1,018.2 13

Maximum 326.9 1,624.8 93,528.4 12,371.6 8,556.93 19,251.1 24,431.21 72.8

Minimum 0.71 0.3 0.1796 1.5 1.01 10.5 9.6 5.4

Std. Dev. 84.59901 356.9378 14,247.1 2,757.894 1,704.542 4,733.113 6,328.524 16.28172

Skewness 1.115959 3.008252 6.118214 2.630403 2.968882 0.953892 1.914532 1.865574

Kurtosis 3.648457 11.05612 39.25087 9.33696 12.15384 3.382479 5.536282 5.465272

Jarque-Bera 11.05033 181.1365 2,622.741 121.5344 213.2975 6.783127 37.79423 35.83159

Probability 0.003985 0 0 0 0 0.033656 0 0

Sum 3,173.33 6,086.77 141,045.4 58,255.65 37,195.43 185,252.6 173,426.7 820.5

Sum Sq. Dev. 300,593.7 5,350,993 8.53 × 10⁹ 3.19 ×10⁸ 1.22 × 10⁸ 9.41 × 10⁸ 1.68 × 10⁹ 11,133.97

Observations 43 43 43 43 43 43 43 43

Source: Researcher’s computation, 2026.
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3.2. Unit Root Test

The results of the Augmented Dickey–Fuller (ADF)

and the Phillips–Perron unit root tests are presented in Table

2, which portray all the variables: real gross domestic prod-

uct, public debt, external debt, domestic debt, debt servicing,

total government revenue, total government expenditure and

inflation. It was discovered that the variables of public debt

and domestic debt were stationary at levels with their sig-

nificant probability values, while the other variables, which

are external debt, debt servicing, total government revenue,

total government expenditure and inflation were all station-

ary at first difference. Given the mixture of level and first

difference variables, it is essential for us to test for the cointe-

gration to determine the presence of a long-run equilibrium

connectivity in the model.

Table 2. Unit root test using Augmented Dickey–Fuller (ADF) and Phillips–Perron (PP) tests.

ADF PP

Variable Level 1st Diff. Level 1st Diff. Order of Int.

ln(RGDP) −1.834 −3.334 −1.464 −3.184 NIL

(0.670) (0.075) (0.826) (0.102)

ln(PDS) −6.199 −9.627 −4.485 −15.998 I(0)

(0.000)*** (0.000)*** (0.000)*** (0.000)***

ln(EXD) −1.567 −4.714 −2.029 −4.569 I(1)

(0.789) (0.000)*** (0.569) (0.000)***

ln(DMD) −4.199 −8.140 −4.119 −9.924 I(0)

(0.000)*** (0.000)*** (0.000)*** (0.000)***

ln(DBS) −2.662 −8.267 −2.631 −8.938 I(1)

(0.257) (0.000)*** (0.269) (0.000)***

ln(TGR) −1.010 −5.332 0.996 −6.785 I(1)

(0.932) (0.000)*** (0.934) (0.000)***

ln(TGE) −0.874 −7.689 −1.241 −7.633 I(1)

(0.949) (0.000)*** (0.889) (0.000)***

ln(INF) −3.484 −7.144 −3.294 −9.509 I(1)

(0.054) (0.000)*** (0.081) (0.000)***

Note: *** indicate statistical significance at the 1% level.

Source: Researcher’s computation, 2026.

3.3. Test for Cointegration

The evidence of the F-bounds test in Table 3 gives

a picture of a long-run equilibrium correlation among the

parameters. The F-statistic of 6.822 is significantly bigger

than the upper-bound critical values across all levels of sig-

nificance. This makes us reject the null hypothesis of no

cointegration. It confirms the presence of a long-run relation-

ship between the dependent and independent variables. This

justifies the use of Autoregressive Distributed Lag (ARDL)

for the modelling of the short-run dynamics and the adjust-

ments to the long-run equilibrium in the model.

Table 3. ARDL bound test.

Test Statistic Value Significance I(0) I(1)

F-statistic 6.822 10% 1.92 2.89

K 7 5% 2.17 3.21

2.50% 2.43 3.51

1% 2.73 3.9

Source: Researcher’s computation, 2026.

3.4. Short Run and Long Run

Tables 4 and 5 unravel the short run and long-run ef-

fects of public debt and fiscal policy on economic advance-

ment alongside the other control variables. The findings

showed a positive relationship between the first lagged real

GDP and economic growth in the short run as a 1% surge in

RGDP(−1) led to a 0.173% advancement in the growth of
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the economy, with the result being statistically significant

at 10%. This is similar to the findings of Hassan [16]. It

obeys the a priori expectation as it shows that the economic

performance in the previous years was more sustainable

than the economy of the present year due to policy changes

like the fuel subsidy removal. This led to the upsurge in

prices and increased the hardship of citizens in the Nigerian

economy.

Table 4. Short-run result.

Variable Coefficient Std. Error t-Statistic Prob.

D(LRGDP(−1)) 0.173 0.085 2.047 0.051

D(LEXD) 0.024 0.018 1.382 0.178

D(LEXD(−1)) 0.086 0.031 2.744 0.011

D(LDBS) −0.075 0.028 −2.723 0.011

D(LDBS(−1)) −0.076 0.021 −3.555 0.001

CointEq(−1)* −0.170 0.019 −8.922 0.000

Note: * means the symbol for cointegration.

Source: Researcher’s computation, 2026.

Table 5. Long-run result.

Variable Coefficient Std. Error t-Statistic Prob.

ln(PDS) 0.003 0.066 0.049 0.096

ln(EXD) −0.003 0.239 −0.014 0.098

ln(DMD) −0.074 0.107 −0.690 0.496

ln(DBS) 0.175 0.239 0.732 0.004

ln(TGR) 0.458 0.178 2.578 0.016

ln(TGE) 0.224 0.293 0.763 0.452

ln(INF) 0.562 0.273 2.055 0.050

C −1.216 0.332 −3.662 0.001

Source: Researcher’s computation, 2026.

Besides, a 1% acceleration in the external debt led to

an advancement in the economic growth by 0.024% at the

non-significant level in the short run. This is similar to Ofu-

rum and Fubara [17], who emphasized the same opinion. This

disobeys the a priori expectation in the sense that the govern-

ment uses the borrowed funds to pay workers’ salaries and

to build new federal expressways in the economy, like the

Lagos–Calabar Coastal Highway.

Moreover, the short-run implication of lagged external

debt on economic transformation does not obey the a priori

expectation, as a 1% rise in the lagged external debt still

increased economic growth by 0.086% at a 5% level of sig-

nificance, as Murngi et al. [18] have done similar research on

it. It implies that the government is trying several avenues

to absorb the side effects of external debt in the previous

years. The avenue is the government trying to diversify the

economy into the agricultural sector as it will raise revenue

for the government to pay off her debts.

In addition, the debt servicing stock also has an unfavor-

able effect on the GDP growth of the nation in the short run,

as a similar work was done by Ciaffi et al. [19], as a 1% rise in

debt servicing stock led to a fall in the economic growth by

0.075% at a 5% level of significance, which is in accordance

with the a priori expectation. Debt servicing stock has a neg-

ative effect because it attracts a high interest rate, which is in

accordance with the debt burden of the government. Funds

that could have been used to develop the ailing health and

education sectors are used to service external debts.

In the short run, the lagged debt servicing stock is also

having a negative effect on the economic growth of the na-

tion, according to Eke and Akujuobi [20], as a 1% surge in

the lagged debt servicing stock led to a deceleration in the

economic growth by 0.076% at the significance level of 1%.

It obeys the a priori expectation and the money that is used in

servicing the debt would have gone a long way in improving

the living standard of the people in the Nigerian economy.

The coefficient for CointEq(−1) was −0.170 at the 14%

level of significance, which follows a statistically significant

speed of adjustment. This implies that 17% of any short-run

disequilibrium in economic growth is corrected during each
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period, thereby gradually guiding the economy back to its

long-run equilibrium. The minus sign shows the deviations

from the equilibrium, which were gradually reduced over

time, which conforms to the notion that the economy of Nige-

ria shows the ability to stabilize and be in alignment with its

path of long-term growth.

In the long run, the results showed that public debt had

an encouraging implication on economic growth, which is

contrary to the apriori expectations, as a 1% surge in public

debt led to a 0.003% fall in economic growth at a 10% level

of significance. This means that the government has been

making efforts to pay off the debt

Besides, external debt has a negative coefficient but

is statistically significant at 10% in the long run, as a 1%

increase in external debt will decrease the growth of the GDP

by 0.003%. This is in line with the a priori expectation. What

it means is the government has to look for a way to diversify

the economy so that it can generate enough revenue for the

diversification and use it to settle the debt for the subsequent

months and years [21].

Moreover, the domestic debt is a hindrance to economic

growth at a non-significant level, as a 1% rise in the domestic

debt will decrease the GDP by 0.074% in the long run. This is

in parallel to the a priori expectation as the government must

look for various means for the nation to absorb the shocks

of the domestic debt, encouraging innovations among the

citizens, supporting entrepreneurship tendencies among the

citizens and equipping and motivating the workforce in order

to achieve a robust economic growth. Debt servicing stock

has a favorable implication on the transformation of the econ-

omy in the long run, which is in non-conformity with the a

priori expectation, as a 1% rise in the debt servicing stock

will accelerate the economic growth by 0.175% at a 1% level

of significance. This is good for the economy as the govern-

ment will look for a way of wooing both private and foreign

investors to come and invest in the Nigerian economy [22].

The government revenue is one of the motivating fac-

tors of economic advancement, which tells us various means

that authorities makes her money, especially through fines

and fees, rates and rents, royalties from crude oil, taxes,

etc. [23]. It obeys the a priori expectation at a 5% level of

significance, as a 1% rise in the government revenue will

lead to a 0.458% increase in economic growth in the long

run, which is good for the economy [24].

From the foregoing, a 1% rise in the government expen-

diture will cause a 0.224 acceleration of economic growth

in the long run, which is in accordance with the a priori ex-

pectation. It is a non-significant level and what the result

means is that the government expenditure is used to build

and maintain infrastructure that is of maximum benefit to

those who are part of the economy [25].

Furthermore, in the long run, the inflation rate has a

favorable implication on the economy, which is not in agree-

ment with the a priori expectation at a 5% level of signifi-

cance. A 1% rise in inflation will lead to a rise in the eco-

nomic ascendancy by 0.562%. This shows that the present

government is working round the clock to combat the nega-

tive scourge of inflation [26].

3.5. Diagnostic Test

The Breusch–Godfrey Serial Correlation LM Test was

deployed to expunge the correct state of the functional form

of the model, determine the serial correlation and to eval-

uate the constancy of the error variance, respectively. The

F-statistic with respect to the Breusch–Godfrey Serial Cor-

relation LM Test is 0.118, with a probability of over the

5% level of significance (Table 6). This means that the

null hypothesis of no serial correlation cannot be discarded.

Besides, the model does not display some errors of specifi-

cation and autocorrelation and makes sure that the estimated

coefficients are efficient, unbiased and qualified for policy

formulations. Also, the Obs R-Square value of the Breusch–

Pagan–Godfrey heteroskedasticity test is 0.773, which is

greater than the significance level of 5% (Table 7). This

confirms that the null hypothesis of no heteroskedasticity

cannot be rejected; therefore, we conclude that the regression

model is free from serial correlation and heteroskedasticity.

3.6. Stability Test

The results of the Cumulative Sum of Residuals

(CUSUM) and the Cumulative Sum of Squares of Resid-

uals (CUSUMSQ) tests are explained using Figures 1 and

2 below. From the figures, it was discovered that the plot-

ted CUSUM statistic remains within the critical boundaries,

which are denoted by two red lines. This shows that the

model that was estimated maintains its structural ability over

the examined period. The absence of some substantial devia-
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tions that are beyond the bounds of confidence shows that the

parameters of the model do not show some instabilities that

are significant, which reinforces the regression estimates’

reliability for inference and policy formulation.

Table 6. Serial correlation test.

Breusch–Godfrey Serial Correlation LM Test

Diagnostic Test F-Statistic Prob.

F-statistic 0.118 Prob. F(2,25) 0.890

Obs × R-squared 0.382 Prob. Chi-square 0.826

Null hypothesis: No serial correlation up to 2 lags.

Source: Researcher’s computation, 2026.

Table 7. Heteroskedasticity test.

Heteroscedasticity Test: Breusch–Pagan–Godfrey

Diagnostic Test F-Statistic Prob.

F-statistic 0.773 Prob. F(12,29) 0.672

Obs × R-squared 10.183 Prob. Chi-Square(12) 0.610

Scaled explained SS 3.377 Prob. Chi-Square(12) 0.992

Null hypothesis: Homoscedasticity.

Source: Researcher’s computation, 2026.

Figure 1. Cumulative sum of residuals.

Source: Researcher’s computation, 2026.

Figure 2. Cumulative sum of squares of residuals.

Source: Researcher’s computation, 2026.
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4. Discussion

The Autoregressive Distributed Lag (ARDL) estima-

tion technique was deployed to evaluate the dynamics of the

short run and long run. Evidence showed that external debt

has a negative long-run relationship and a positive short-run

relationship with economic growth. Domestic debt had a

negative long-run relationship with economic growth. Debt

servicing was positive in the long run and negative in the

short run. This means that the government should look in-

wards to improve its domestic economy in order to have a

stable economy that will be able to pay off its external and

domestic debts within a stipulated period of time.

5. Conclusions

The research article examined the connectivity between

public debt, fiscal policy and economic growth in Nigeria.

The government should put in some mechanisms to pay off

the debts so that the issues of debt servicing will not arise

in the near future. In order to alleviate the national burdens

of public debts, the government should encourage the local

sourcing of raw materials for our local industries instead of

sourcing from abroad at a high cost. The authorities should

also woo investors to invest in our economy. This will gen-

erate revenue for the government and provide jobs for our

able-bodied youths. They should combat the insecurity that

has plagued the nation for several years to attract investors.

The government should also subsidize credit facilities for

farmers in order to improve agricultural productivity. The

revenue from agriculture will pay off a portion of the ex-

ternal debt of the nation. Nigeria should also bring in new

technological facilities that will curb corruption and foster

economic growth.
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