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Abstract 

This study examined the “Impact of Government Deficit Budget Financing on some 
Macro-economic Variables in Nigeria.” The study specifically sought to: examine the 
impact of budget deficit financing on money supply in Nigeria; examine the impact of 
deficit budget financing on inflation rate in Nigeria; and examine the effect of deficit 
budget financing on interest rates in Nigeria. Research hypotheses were raised and 
tested through the use of auto-regression. The study used time series data for 41 years 
covering the period 1970 – 2010. The technique of analysis used is Ordinary Least 
Square (OLS) method. The regression result showed that there was a positive but not 
statistically significant impact of budget deficit financing on money supply. We also 
found from the result that there were positive but not statistically significant impact of 
budget deficit financing on inflation rate and as well as positive significant impact on 
interest rate in Nigeria. Based on the analysis, findings and conclusion, we recommend 
the followings: large and persistent budget deficit financing should be discouraged as 
this has been found to exert pressure on some of the macro-economic variables; deficit 
budget financing should only be used sparingly; there should be proper monitoring of 
the composition of spending needs of the public sector so as to ensure a decrease in 
the level of deficits (if any) as this will help in maintaining macro-economic stability in 
the system among others.  
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