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Abstract 

The study examined the relationship between the distribution of resources to Information Communication Technology (ICT) and the 

efficiency of the Public Sector in the south-western part of Nigeria. Operating performance and solvency were used as indicators for this 

analysis. Data was obtained from the yearly reports of the six states located in southwest Nigeria. The sample consists of the six states 

located in southwest Nigeria. All the data gathered was analyzed using the panel Granger Causality technique within the panel VAR 

framework using Eviews 13. The findings from the Granger causality test reveal that the operational performance of states in the southwest 

region is significantly influenced by investments in information communication technology. However, this impact is observed only when 

considering a significance level of 0.05. However, there is no evidence of a causal relationship from the operating performance to the 

investment in information communication technology of the states. The study failed to find any noteworthy granger causal connection 

between ICT investment and solvency. The findings of this study suggest that investing in ICT has an impact on the operational 

performance. It is suggested that state governments should increase their investment in ICT to improve operational efficiency, while also 

focusing on its correlation with other factors. The stakeholders need to give importance to incorporating ICT investment into daily 

operations, while the States should broaden their investment portfolios beyond just ICT to improve overall financial well-being, particularly 

in areas that have a direct influence on long-term stability. 

Keywords: Information communication technology investment, ICT, public sector performance, southwest Nigeria, operating performance 

Introduction 

Globally, a lot of people are increasingly investing in 

Information Communication Technology (ICT) because 

everything is now driven by ICT, Nigeria being not in 

exception. In the 21st century, daily lives of individuals and 

organisations depend more on ICT. The Nigerian MDAs 

like their counterparts globally, make use of ICT as well as 

internet driven technology for most of their activities 

shifting from analogue of digital system for both official and 

private engagements. Attention of the private and public 

sectors have been drawn on the needs to invest in ICT. The 

public sectors are investing serious in ICT in the area of Tax 

collection and administration, Budgeting and Treasury 

management among others. In the same vein the private 

sector investment in the area of medical, production, 

marketing, manufacturing and services industries cannot be 

underestimated. With the huge amount invested in ICT it 

has in small measure enhanced performance through timely 

delivery of tasks, solving complex issues and providing real-

time information. 

The Federal Government initiated the Public Financial 

Management (PFM) as a component of its Economic 

Reforms and Governance Project (ERGP) with the aim of 

strengthening governance and accountability, addressing 

corruption, and enhancing service provision. Several 

changes have been made in the public sector, such as the 

adoption of the Treasury Single Account (TSA). The 

Government Integrated Financial Management Information 

System (GIFMIS) has been introduced and the Integrated 

Personnel and Payroll Information System (IPPIS) has been 

integrated. Additionally, the National Chart of Account 

(NCoA) has been established. These initiatives (reforms) is 

driven by ICT and is designed to improve government 

financial performance. Most States in the southwest Nigeria 

have struggled to effectively meet their obligations such as 

provision of good roads networks, infrastructure, and 

improved standard of living for their citizens among others.  

The connection between performance and information 
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communication technology (ICT) is highly significant. ICT 

as defined by Mudasir et al. (2015) [51], is centered on the 

use of technology through devices such as desktop 

computers, laptops, wireless connections, software, and data 

storage, among other tools. Digital technologies are 

increasingly being integrated into various government 

activities and processes worldwide. The significance of ICT 

is increasing in the financial plans of countries due to the 

extensive investments made in public ICT infrastructure. 

The reason for this is the requirement for careful planning, 

which has made it necessary to maximize the use of public 

funds for ICT in order to achieve effectiveness, consistency, 

long-term viability, and financial success, among other 

benefits. 

Many research studies have been undertaken to assess the 

financial performance of government institutions. One 

notable example is the research conducted by Ejoh and 

Ejom (2014) [33], which sought to analyze the correlation 

between internal control and financial performance in a 

Nigerian tertiary institution. Nevertheless, the study did not 

conclusively establish a direct influence of internal control 

on the organization's financial performance. Another study 

conducted by Carl et al. (2018) [20] examined the impact of 

partisan political control on the financial performance, 

structure, and outcomes of nursing homes in the United 

States, both for-profit and not-for-profit. The study 

conducted by Regita et al. (2020) [61] investigated the impact 

of different factors on the financial performance of 

District/City Local Governments in Sulawesi Island, 

Indonesia. These factors included fiscal balance transfer, 

local own-source revenue, local government size, and 

capital expenditure. The financial performance in Indonesia 

was analyzed in a research conducted by Abdalftah (2023) 

[1], focusing on the influence of government spending and 

government size. 

However, there is still dearth of information regarding the 

contribution of ICT investment to performance of states in 

Nigeria whether it reflects in the financial performance 

indicators of the state government despite the huge amount 

invested in ICT. The focus of the study is on the southwest 

state governments in Nigeria considering the various efforts 

of Government towards the exertion of ICT in their financial 

management procedures. This paper has addressed the need 

to establish the connection between ICT investment and the 

public sector performance in southwest Nigeria. 

 

2. Materials and Methods 

2.1 Literature Review  

This section provided an overview of the concepts and 

understanding of the extent and framework of the issue. It 

concisely clarified the variables that are influenced by 

others and those that are not. 

 

2.2 Conceptual Review 

2.2.1 Information and communication technology (ICT) 

According to Enomate and Audu (2021) [34], information and 

communication technology (ICT) encompasses computer-

based technologies that improve the electronic acquisition, 

handling, and transfer of information.which allow firm to 

have competitive advantage in the global market. Ashrafi 

and Murtaza (2008) [9] identified ICT technologies to 

include the hardwares (Laptops, desktop etc.) and software. 

According to Spanos et al, (2002) [65], ICT involves the 

assembly, storage, administration and electronic transfer of 

information. Enomate and Audu (2021) [34], posited that ICT 

is now generally acceptable as the last resort for all 

organisations irrespective the size, nature in private sector. 

Therefore, in order to provide a better and stronger platform 

for effective internal control systems in financial 

management, investment on ICT is very pivotal as opined 

by O’Brien and Marakas (2010) [55]. Preece (2003) [59], 

explored some benefits of ICT to SMEs which includes 

quality service, customer satisfaction, soaring productivity, 

improved financial performance among others. According to 

Pavlshyn (2016) [57], the organization felt compelled to 

automate its financial analysis as a result of advancements 

in information and digital technologies. 

 

2.2.2 Performance 

Scholars have approached the concept of "performance" 

from various perspectives. According to Beaver (2006) [17], 

performance can be understood as the combination of 

economy, efficiency, and effectiveness within a specific 

program. The Corporate Finance Institute (CFI) TEAM 

(2022), explained financial performance as a complete 

evaluation of a company’s overall financial performance 

and financial position.  

According to Dumitrascu and Dumitrascu (2003) [30], 

financial performance provides insights into both the 

measurable and intangible aspects of an organization's 

economic activity. The structure of annual reports issued by 

government agencies can pose challenges for individuals 

with limited knowledge of finance or financial accounting. 

To gain a complete understanding and evaluation of the 

information provided in financial reports such as the 

Consolidated Statement of financial performance, 

Consolidated Statement of financial position, Consolidated 

statement of change in Net Asset/Equity, Consolidated 

Statement of Cash flow, and Consolidated Statement of 

comparison of Budget and Actual, one must thoroughly 

analyze and interpret the data, individuals need to possess a 

wide range of skills and undergo comprehensive training as 

a professional accountant, which may involve obtaining 

certifications like the Chartered Accountant or a similar 

qualification.  

Oktalina (2020) [56] is of the opinion that financial position 

of an organisation is achieved for coordination, control and 

decision-making purposes after the financial performance 

have been carried out with the examination of relevant 

financial data from the financial statement. For this reason, 

the financial management is accountable for presenting a 

comprehensive overview of their organization's financial 

transactions. 

Muhamad et al., (2021) [52], is of the opinion that 

organization needs financial information that will enhanced 

its financial decision-making. This is based on the accrual 

accounting system and the administrative restructuring that 

affects the government's finance efficiency. This submission 

is in line with the decision usefulness theory, agency theory 

and the new public management theory 

Carmeli (2002) [22] measures the financial performance of 

proxies using indicators such as liquidity, balance in the 

fiscal year, solvency, and municipal development. 

Therefore, if government invest in ICT, it will increase 
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transparency in handling funds in the organization thereby 

promoting financial performance. 

 

2.2.2.1 Operating Performance 

According to the research conducted by Murata and 

Katayam (2009) [53], the overall performance of an 

organization encompasses both monetary and non-monetary 

outcomes. The assessment of a company's ability to use its 

resources efficiently and achieve its goals and objectives is 

crucial in determining its financial strength. According to 

Azim (2015) [14], there are various metrics that can be used 

to evaluate operational performance, such as return on 

equity, the revenue per employee ration, operating cycle and 

the ratios, return on asset and asset turnover ratio. 

According to Edwins (2017) [31], operating surplus/(deficit) 

can be determined by calculating the disparity between 

operating income and operating expenditure, divided by the 

total revenue for the given time frame. Cosequently, if 

government invest in ICT, it will have the potential to 

increase productivity in the business organization, promote 

quick access to information which in turn quickens service 

delivery, and reducing the costs of doing business thereby 

improving operating performance. 

 

2.2.2.2 Solvency 

Solvency denotes ability to repay liabilities that are more 

than 12 months includes interest on those debts. According 

to Bardia (2006) [15], solvency serves as a crucial foundation 

for a business organization, determining its long-term 

growth and stability. Solvency serves as an indicator for the 

viability of an organization. It assesses the long-term 

financial well-being and ability to sustain operations of the 

entity. According to solvency can be calculated as Debt-to-

asset ratio (Total Liabilities/Total Assets). Since there is 

claim that investment in ICT improve performance, it is 

envisage that it should granger cause solvency of the 

government because of their relationship. Ji P. et al. (2020) 

[40] found out that investment in ICT improved the solvency 

of firm enterprises in China.  

 

2.3 Theoretical Review 

For the purpose of this study, two theories were considered. 

These theories clearly asserts the nexus between ICT 

investments and financial performance. These theories 

include stewardship theory and Agency theory. 

 

2.3.1 Stewardship Theory 

It was affirmed by Donaldson and Davis (1991) [28] that in 

studying accounting research within government 

organizations, one can adopt a perspective based on 

stewardship theory. The theory acknowledges that the 

connection between stewards and principals is crucial for 

attaining organizational objectives, emphasizing the need 

for trust as the foundation. This theory relies on the premise 

that the State government, as an entity, is capable of serving 

the public's best interests through fulfilling its duties and 

obligations as specified in the constitution. In the same vein, 

the society (principals) is expecting economic benefits, 

welfare objectives among other from the stewards 

optimally. This theory was applied in the research 

conducted by Christensen, Kent, and Stewart (2010) [24], 

Contrafatto and Bebbington (2013) [26], Contrafatto (2014) 

[25], Martin and Marcel (2020) [49], Oktalina (2020) [56], and 

Bayelign, Ayalew, and Sitotaw (2022) [26]. One drawback of 

this theory is that managers may not consistently fulfill their 

role as responsible caretakers, and they have the ability to 

occasionally misuse their authority to make choices that do 

not align with the shareholders' best interests.  

 

2.3.2 Agency Theory 

In the study of Jensen and Meckling (1976) [39], they 

informed that a firm act in reponse to the connection or 

intermediary among various stakeholders. Given that the 

government and citizens are closely intertwined, it is 

possible for conflicts to arise in financial policies. The 

citizen represented the principal, and the State government 

is the agent. The agent is expected to formulate and 

implement financial policies for the benefit of the principal. 

The principal is expected to provide resources in form of 

taxes, levies, and other legitimate revenues to the agent to 

carry outs is statutory obligations. The law requires 

governments to provide citizens with comprehensive 

information on their achievements and financial 

performance. When the government shares accurate 

information, it helps to enhance public understanding of 

how the government is run and instill confidence in citizens. 

The theory was put into practice in the research conducted 

by Assagaf and Ali (2017) [10], Sari and Turino (2018) [63], 

Ahmed and Nganga (2019) [4], and Oktalina (2020) [56]. The 

theory assumed that shareholders and managers are rational 

actors with well-defined objectives. Moreover, the theory 

neglects to acknowledge the impact of additional 

stakeholders such as employees and customers, who could 

significantly contribute to shaping the achievements of a 

company.  

This research can be analyzed using the principles of 

stewardship and agency theory. The study was based on the 

principles of stewardship theory. This is founded on the 

belief that the State government, as a trusted institution, will 

faithfully fulfill its responsibilities in alignment with the 

common good. The primary goal of this theory is to 

emphasize the importance of dedicating resources to ICT 

(Information and Communication Technology) so as to 

improve the government's fiscal performance and address 

the requirements of the populace. Hence, it can be inferred 

based on this theory that the fundamental concept of 

stewardship theory revolves around the principles of 

fairness and accountability. 

 

2.4 Empirical Review 

A study has been carried out to investigate the link between 

the adoption of ICT technologies and the financial outcomes 

of public organizations or institutions. One instance is when 

Sebastian (2011) [64] found that the implementation of ICT in 

Indian states resulted in a broader tax base, which in turn led 

to higher revenue and enhanced administrative 

effectiveness. Furthermore, a study conducted by Udo and 

Nkannor (2016) [66] aimed to assess the impact of electronic 

internally generated revenue (e-IGR) on the development of 

infrastructure in Ebonyi State from 2011 to 2014. The 

researchers used regression and Pearson correlation analysis 

as their research methods. Their findings indicated that there 

is no noteworthy connection between the variables 

examined. However, the study's duration was not sufficient 
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to fully observe the impact. Efunboade (2014) [32] conducted 

a study that showed a positive and significant correlation 

between electronic tax systems (ICT) and tax administration 

in Nigeria. Similarly, Alade et al. (2014) [6] conducted a 

study investigating the influence of ICT on the budgeting 

process of the Ondo State Government. The researchers 

analyzed the data collected from specific MDAs using chi-

square analysis, with a significance level of 0.05. The 

findings demonstrated that the utilization of ICT resulted in 

significant reductions in time and costs during the budget 

processing cycle. Similarly, a study conducted by Cüneyt et 

al. (2016) [27] explored the impact of ICT adoption on tax 

revenue across 157 countries from 1990 to 2013. The results 

indicated that ICT has a positive effect on the increase of tax 

revenue. A recent study conducted by Ajewole et al. (2023) 

[5] revealed a significant and positive impact of investing in 

information communication technology (ICT) on return on 

asset. Similarly, Brun et al. (2020) [19] found a favorable 

correlation between the utilization of ICT by governments 

and tax revenue in 96 developing countries worldwide, 

based on their research spanning from 2005 to 2016. 

In the business sector, researchers have conducted studies to 

examine the correlation between investment in information 

and communication technology (ICT) and the financial 

performance of publicly traded companies. One example of 

such research is the study conducted by Bilikisu and Kabiru 

(2015) [18], which focused on the influence of IT investment 

on the financial outcomes of Nigerian banks between 2006 

and 2010. The researchers gathered additional data from 

annual reports, financial statements, and records maintained 

by the Nigerian Stock Exchange (NSE) and Central Bank of 

Nigeria (CBN). The study analyzed the variables of IT 

investment, overall earnings (TR), and overall cost (TC). 

The findings indicate that IT investment significantly affects 

the financial performance of Nigerian banks in terms of 

ROA, ROE, and EPS, with a significance level of 5%. 

However, the impact on NPM is not statistically significant 

at either the 5% or 10% significance levels.  

A study conducted by Uge (2023) [67] investigated the 

impact of Information Communication Technology (ICT) 

investments on the operational outcomes of Nigerian 

insurance companies between 2012 and 2021. The data was 

analyzed using the ordinary least square (OLS) regression 

method to examine the correlation between financial 

performance, specifically net premium income, and three 

variables: expenditures on information technology, 

investment in computer equipment, and investment in 

computer software. The findings indicated that only 

information technology costs and investment in computer 

equipment had a noticeable influence on financial 

performance, while investment in computer software did not 

have a significant impact. However, it is important to note 

that the study did not establish a causal relationship between 

the variables. 

The study conducted by Jason et al. (2003) [38] analyzed over 

50 articles that explored the connection between ICT and 

productivity in the U.S. economy. The results indicated that 

higher investments in ICT were linked to enhanced 

operational performance within the technology sector. 

Another research conducted by Ji P. et al. (2020) [40] 

examined the influence of ICT on the financial performance 

of 229 Chinese listed companies from 2011 to 2015. The 

findings demonstrated that investing in ICT had a positive 

impact on the financial stability of the companies, albeit 

only during the implementation phase. The findings of this 

study cannot be applied to Nigeria as a whole due to 

variations in economic development and the implementation 

of ICT.  

Enomate and Audu (2021) [34] conducted a research project 

to explore the impact of information and communication 

technology (ICT) on the financial performance of non-

financial service firms listed in Nigeria. The study focused 

on a sample of twenty companies across various industries, 

such as food and beverage, pharmaceuticals, footwear, 

chemicals, and paints. All of these companies are listed on 

the Nigeria Stock Exchange. The study analyzed data from 

2016 to 2020 and discovered that investing in ICT 

infrastructure had a beneficial impact on the financial 

performance of publicly traded non-financial companies. 

However, the presence of ICT personnel also had a positive 

effect on the financial performance of non-financial service 

companies listed in the stock market, although this effect 

did not reach statistical significance. 

 

2.5 Gaps in Literature 

The extensive examination of existing literature, including 

Ahmed and Nganga (2019) [4] and Sari and Turino (2018) 

[63], was found to be irrelevant as it did not take into account 

the specific circumstances in Nigeria. Moreover, only a few 

studies, such as Uge (2023) [67] and Enomate and Audu 

(2021) [34], focused on non-financial services firms in 

Nigeria, making their findings unsuitable for the 

government sector due to differing motivations. 

Furthermore, the research carried out by Udo and Nkannor 

(2016) [66] and Efunboade (2014) [32] focused exclusively on 

tax administration, In contrast, the study by Alade et al. 

(2014) [6] focused on analyzing how ICT affects the 

budgeting process of the State Government, while Metalia 

and Suhendro's (2022) [50] research investigated the factors 

that influence the financial performance of local government 

in Indonesia. The results showed that the size of the local 

government and the audit opinion given by the Audit Board 

of Indonesia have a positive impact on the financial 

performance of city government. However, it was revealed 

that intergovernmental revenues do not have a favorable 

impact.  

Moreover, a research conducted by Ejoh and Ejom (2014) 

[33] explored the correlation between internal control and 

financial performance in tertiary institutions, excluding 

Ministries, Departments, and Agencies. Consequently, the 

study aimed to contribute to the existing understanding of 

ICT investment in the public sector by examining how ICT 

investment relates to public sector performance using 

granger causality analysis.  

This study suggests a null hypothesis stating that there is no 

significant link between ICT investment and the financial 

performance of Southwest State Nigeria. This hypothesis is 

backed by a comprehensive analysis of both theoretical and 

empirical data. This research utilized an ex-post facto 

research design to conduct the study, encompassing all six 

states in Southwest Nigeria. Pre-existing data from the 

Annual reports and accounts of the Office of the Accountant 

General was employed for this investigation. 

These reports spanned from 2016 to 2022 and covered six 
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states in Southwest Nigeria. The information was publicly 

accessible on the Accountant General website. The period of 

the study reflects a time frame within which all the states is 

believed to have fully been in the use of ICT. The data 

collected include operating income, operating expenditures, 

total liabilities and total asset. The independent variable was 

performance (operating performance and solvency) while 

the dependent variable was investment in Information 

Communication Technology.  

The Granger causality specification can be expressed within 

the VAR framework as follows: 

 

 
 

Where 

Y = Dependent variables 

β = Constant 

X1 – Xn = Independent variables 

e = error margin 

 

For this paper  

Y = ICT invetsment = ICTi  

X1 = Operating Performance = OP 

X2 = Solvency = Sol  

 

An Effort was made to lessen the effects caused by the 

presence of a significant high quantity of data, the study 

incorporated the natural logarithm of certain variables. The 

logarithmic representation of this model is as follows: 

 

 
 

 
 

 

Table 1: Measurement of Variables 
 

 
Definition Measurement Sources 

Operating Performance 

(OP) 
Independent Variable 

Operating income - operating 

expenditure / Total revenue 

Carmeli (2002, 2008) [21, 22]; Pricewaterhouse 

Coopers (2006) [60]; Atan et al. (2010) [11]; 

Edwins (2017) [31]. 

Solvency (Sol) Independent Variable Total Liabilities/Total Asset 
Pricewaterhouse Coopers (2006) [60]; Adams, 

(2013) [2] 

ICT investment (ICTinv) Dependent Variable Log ICT  

Source: Researcher's Compilation (2023) 

 

3. Data Analysis Technique 

Different statistical measures, including the mean, median, 

maximum, minimum, standard deviation, and correlation, 

were obtained through the use of descriptive analysis and 

inferential statistics. Both descriptive analysis and 

inferential statistics were employed to conduct 

comprehensive analyses. The data generated was analyzed 

using the panel Granger Causality technique, which 

examined the relationship between past or previous values 

of independent variables and current or future values of 

dependent variables. This analysis was performed within the 

framework of panel VAR using Eviews 13.  

 

4. Results 

4.1 Descriptive Statistics 

The descriptive statistics of the variables were conducted in 

accordance with the study objectives.  

According to the information provided in Table 2, it can be 

observed that an average of ₦1,166,805,630 was designated 

for ICT in the six states during the given period. The 

maximum expenditure recorded was ₦7,833,839,000, while 

the minimum expenditure was ₦7,972,087. The standard 

deviation of 0.96 suggests a moderate level of variability. 

The distribution is highly positively skewed (skewness 

=1.8257), suggesting a tendency towards higher investment 

values. The kurtosis of 4.80 indicates a leptokurtic 

distribution, implying a sharper peak and heavier tails than a 

normal distribution. The Jarque-Bera test strongly indicates 

a departure from normality (p-value= 0.000). 

Also, the operating performance has a mean of 0.26, 

Maximum of 0.55, Minimum of -0.02 and shows relatively 

low variability (standard deviation: 0.16) with a nearly 

symmetric distribution (skewness: 0.02). The distribution is 

slightly leptokurtic (kurtosis: 1.86), indicating a moderately 

peaked distribution. The Jarque-Bera test indicates that the 

distribution does not significantly depart from normality (p-

value: 0.400). 

In addition, solvency has a mean of 0.73, Maximum of 4.01, 

Minimum of 0.11 and exhibits moderate variability 

(standard deviation: 0.77) and a highly positively skewed 

distribution (skewness: 3.21), indicating a right-skewed 

distribution with potential outliers. The kurtosis of 13.21 

indicates a highly leptokurtic distribution, suggesting heavy 

tails and a sharp peak. The Jarque-Bera test strongly 

indicates a departure from normality (p-value= 0.000). 

 
Table 2: Descriptive Statistics 

 

 
ICTINV OP SOL 

Mean 1166805630 0.259330 0.732381 

Median 59229579 0.246654 0.526589 

Maximum 7833839000 0.554254 4.014626 

Minimum 7972087 -0.01528 0.108940 

Std. Dev. 0.955154 0.157992 0.767965 

Skewness 1.825718 0.020669 3.210565 

Kurtosis 4.798158 1.863088 13.20780 

Jarque-Bera 23.46900 1.833559 206.0259 

Probability 0.000008 0.399805 0.000000 

Observations 34 34 34 

Source: Researcher's Computation (2023) 
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4.2 Correlation Analysis 

The correlation matrix as displayed in Table 3 showcased 

the extent of connection among the variables. There was no 

significant correlation between Operating Performance (OP 

and Solvency (SOL). Generally, the variables employed for 

the study are not strongly correlated. Solvency present weak 

negative relationship with investment in ICT (-0.0263) 

respectively, while Operating performance (0.6393). 

 
Table 3: Correlation Analysis 

 

Correlation 

Probability ICTINV OP SOL 

ICTINV 1.0000 
  

OP 0.6393 1.0000 
 

 
0.0000 ----- 

 
SOL -0.2633 -0.3752 1.0000 

 
-0.1324 -0.0288 ----- 

Source: Researcher's Computation (2023) 

 

4.3 Panel Unit Root Test 

The panel unit root test provides two measurements: the PP 

- Fisher Chi-square and the Levin, Lin & Chu test. The 

Levin, Lin & Chu test is employed to ascertain the presence 

of a common unit root in the variable, whereas the PP - 

Fisher Chi-square assesses the extent of an individual unit 

root in the cross-section.  

All the variable report significant Levin, Lin & Chu test 

statistics at level, which implies that the variables does not 

exhibit common unit root. In the same vein, PP - Fisher Chi-

square shows that all the variables report exhibit individual 

stationarity at level. In summary, the test results indicate 

that all the variables (SOL, OP and ICTINV) were 

stationary I(0)) at level. Therefore, Granger Causality 

among the variables can be examined without first 

difference. 

 
Table 4: Panel Unit Root Test 

 

 
Levin, Lin & Chu t PP - Fisher Chi-square Remarks 

 
Test statistics p-value Test statistics p-value 

 
SOL -3.07865 0.0010 19.8516 0.0307 I(0) 

OP -4.45356 0.0000 81.1980 0.0000 I(0) 

ICTINV -8.19913 0.0000 36.0380 0.0001 I(0) 

Source: Researcher's Computation (2023) 

 

4.4 Granger Causality tests  

Furthermore, there is no indication of any evidence 

suggesting that the operating performance is a contributing 

factor to investment in ICT (F-stat = 0.155; P = 0.696), but 

investment in ICT granger cause operating performance (F-

stat =7.33; P=0.01) in the six southwest states of Nigeria. 

The test result disproves the null hypothesis, indicating no 

evidence to support the notion that previous investments in 

ICT have a causal effect on operating performance. 

In the same vein, it was discovered that previous value of 

ICT investment does not Granger cause Solvency. More so, 

there is no significant causality in both ways between 

Operating Performance and Liquidity of the States. From 

the result of the granger causality, there was significant flow 

from ICT investment to operating performance, which 

indicates that fact past ICT investment causes the future 

operating performance in the states, while the past operating 

performance does not causes the future and current ICT 

investment of the states. 

 
Table 5: Granger Causality Tests 

 

Granger Causality Tests 

Null Hypothesis: Obs F-Statistic Prob. 

OP does not Granger Cause ICTINV 
28 

0.15570 0.6965 

ICTINV does not Granger Cause OP 7.33229 0.0120 

SOL does not Granger Cause ICTINV 
28 

0.33908 0.5656 

ICTINV does not Granger Cause SOL 0.67304 0.4197 

SOL does not Granger Cause OP 
28 

0.03098 0.8617 

OP does not Granger Cause SOL 0.13463 0.7168 

Source: Researcher's Computation (2023) 

 

5. Discussion  

The absence of a granger causal relationship between ICT 

investment and solvency of the states government 

challenges the conventional wisdom that technological 

investments directly contribute to a state's long-term 

financial stability. The finding of Ji P. et al. (2020) [40] 

showed that ICT investment improved the solvency of firm 

which is at variance with the result of this study. This 

finding from this study prompts a re-evaluation of the 

factors influencing a state's solvency, indicating that 

financial health may be contingent on a more intricate 

interplay of variables beyond technological investments.  

The latest research reveals a notable connection between 

investment in ICT and the operational performance of the 

states. This indicates that ICT investments may not have a 

direct influence on liquidity, revenue autonomy, or 

solvency. It has a noticeable impact on the operational 

efficiency and effectiveness of the states. This emphasizes 

the significance of investing in ICT to improve daily 

business operations and overall efficiency. The results of 

this study further supported the conclusions made by Jason 

et al. (2003) [38], demonstrating a favorable association 

between investments in ICT and the operational 

performance within the private sector. 

 

6. Conclusion 

The research examined the correlation between the 

allocation of funds towards information communication 

technology and the overall effectiveness of the public sector 

in the south-western region of Nigeria. The Granger 

Causality technique was used for this analysis. From the 

analysis, it was evidenced that information communication 

technology investment by the southwest state governments’ 

only granger caused the operating performance of the states 

and operating performance does not granger caused ICT 

investment. In addition, ICT investment does not granger 
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caused solvency, and vice versa. This suggests that although 

ICT investment may not have a direct impact on solvency, it 

significantly contributes to improving the state's operational 

efficiency and effectiveness on a daily basis. The study's 

scope was limited due to the scarce information available in 

the published annual financial statements of Governments. 

Some State governments did not disclosed ICT investment 

in the financial reports and hence, limited data were 

captured. 

 

7. Recommendation 

The study recommends that integration of ICT investment 

into day-to-day operations is crucial for growth and 

development while the States should also diversify 

portfolios beyond ICT investment to enhance overall 

financial health most especially in areas that have direct 

impact on long-term solvency.  
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