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ABSTRACT 

To what extent has telecommunication contributed to economic growth in Nigeria? Which aspect of 

telecommunication is more prominent? This paper explores the socio-economic effects of telecommunication in 

Nigeria measured by gross domestic product using a comprehensive national level data set in Nigeria for a 

sample period of 11 years (1999-2009). The data for the study were sourced from World Bank Development 

Indicator Database, Central Bank of Nigeria (CBN) statistical bulletin and Nigeria Communication Commission 

(NCC) publications. The data were analyzed using Statistical Package for Social Sciences (SPSS). The results 

showed that telecommunication infrastructure measured by private investment in telecommunication statistically 

significant and positively correlated with economic growth. However, it was found that telecommunication 

contribution to GDP has a negative relationship to the economic growth in Nigeria. To this end, the work thus 

suggested some appropriate policy directions that will guide the government in telecommunication and 

economic policies in order to promote public as well as private investments in telecommunication, which in turn 

might further boost economic growth. 

  

Keywords: Telecommunication, Economic growth, Telecommunication infrastructure, Teledensity, 

deregulation. 

 

1.0       Introduction 

The world is rapidly moving toward an economic system based on the continuous and ubiquitous availability of 

information. Recent advances in telecommunications technology have been an important vehicle for information 

exchange to develop as a valuable commodity. Countries and sectors equipped with the requisite 

telecommunications systems are rapidly moving into post-industrial, information-based economy growth.  

Telecommunication sector across the globe has been identified as one with generic effect on almost all other 

sectors of the economy. Its function in any economy is described as a strategic one aimed at promoting 

economic growth and as one that has the linkages with other sectors (Osotimehin et al. 2007). For the 

developing world, a modern telecommunications infrastructure is not only essential for domestic economic 

growth, but a prerequisite for participation in increasingly competitive world markets and for attracting new 

investments. 

Recently, the role of telecommunication infrastructure in enhancing economic growth has been a subject for 

discourse in the economic literature. Arguments are that the development of a modern nation to its full potential 

in contemporary world can never be attained without adequate telecommunications infrastructure (Teller et al., 

2007; Osotimehin et al., 2007). This implies that the development of telecommunication infrastructure will 

significantly boost economic growth and development. Most of the developed economies such as U.S, Japan 

and China, having realized this, had deregulated their telecommunication sectors to allow more investment and 

the results they got were not just improved telecommunication capabilities but also; increased foreign 

investment, boom in private sector development, more employment opportunities and better education and 

training facilities (Osotimehin et al., 2007). 

Having seen the outcome of the deregulation of the telecommunication sector from the developed economies 

and the pursuit for economic growth, many developing countries began to reform their telecommunication 

sector in the late 80s and early 90s. In line with this development, Nigeria government like many other 

developing countries is not left out in the race for rapid development. Emphasis is placed on the need for the 

deregulation of telecommunication sector and investment in telecommunication infrastructure in order to realize 

the expected economic and social growth rate of the country. The realization by Nigerian government that 

investment in telecommunication infrastructure is a necessary foundation for economic growth has further 

spurred the need for deregulation and privatization of the sector. It was also realized that massive investment in 
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telecommunication is required to address the low teledensity and poor service typical of the telecommunication 

market. Today in Nigeria, there have been large infrastructure investments resulting from deregulation between 

1992 and 2011, which have enabled million of people to communicate and transact businesses better. 

Deregulation attracted new operators from within and outside the country. The new operators have injected 

competition and provided a new employment opportunity and emergence of indigenous telecommunication 

companies. This growth is believed to have equally profound impact on the job and employment market, 

enhance efficiency in other productive sectors and increase national output. Though so far, no proper assessment 

has been made to the volume and impact of new job creation and extent of growth in national output due to the 

growth in the Nigerian telecommunication sector. This study therefore examined the socio-economic effect of 

Telecommunication in Nigeria.  It presents empirical testing based on the data collected and for the purpose of 

investigating if there is a significant link between telecommunication and economic growth.  

 

1.1 Statement of Problem 

This paper seeks to empirically measure the socio-economic effects of telecommunication in Nigeria and 

suggested appropriate policies in order to promote the development of the telecommunication sector and 

provision of enabling economic environment that can attract foreign direct investment into the sector. To this 

end, the following research questions shall be investigated: 

 Do introduction of telecom has direct impact on development of socio-economic growth of Nigeria? 

 What is the socio-economic development trend as a result of telecom introduction?  

 

1.2 Objective 

The broad objective of the study is to examine the extent to which the introduction of telecommunication has 

influenced the socio-economic growth of Nigeria. 

The specific objective of the study is to: 

 evaluate the socio-economic effects of introducing telecommunications in Nigeria 

 investigate the long-term effects of telecommunications on the Nigeria economy   

 

2.0 Literature Review 

 

The quantum development in the telecommunications industry all over the world is very rapid as one innovation 

replaces another in a matter of weeks. A major breakthrough is the wireless telephone system, which comes in 

either fixed wireless lines or the global system for mobile communication (GSM) (Wojuade, 2005). 

Telecommunication had played a significant role in communication and encourages investment. In respect of 

employment, Manuaka (2008) and Okereocha (2008) found that, over 1,000,000 Nigerians have been directly 

and indirectly employed by the telecommunication operators. While supportive enterprises and service 

organizations like banking, haulage, consultancies, insurance etc. have themselves blossomed. According to 

Soyinka (2008), mobile phone has empowered the poor by opening up veritable windows of wealth generation 

for them to get out of the scourge of poverty. For Adebayo (2008), the introduction of mobile telecoms has the 

potential for reducing the cost of doing business and increasing output. Soyinka (2008) and Ndukwe (2008) 

reported that the GSM business has contributed to the economy in the area of GSM recharge card printing. This 

has had the effect of saving Nigeria of about $150 million monthly while providing employment and new skills 

to the dealers. It has also improved entertainment and networking among Nigerians, using short message 

service, SMS, and the signal calls. This view has been collaborated by Okereocha (2008). According to him, the 

telecommunication sector has become a major tool for empowering Nigerians, and with the continued inflow of 

massive investments and doggedness of the industry regulator, the future look bright. 

 

3.0       Research Methodology 

 

3.1 Research Design and Data Gathering  

To carry out this empirical analysis, the study employed secondary data. Annual data that characterizes the 

aggregate economy and telecommunication sector were sourced from World Bank Development Indicator 

Database, Central Bank of Nigeria (CBN) statistical bulletin and Nigeria Communication Commission (NCC) 

publications. The data set was tailored to the need of the empirical framework and it contained information on 

economic variable such as gross domestic product (GDP) and key indicators for measuring impact of 

telecommunication on economic growth which include but not limited to private investment in 

telecommunication and contribution of the telecommunication to the GDP. The data was sampled between 1999 
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and 2009. The analysis is confined to this sample period in order to avoid complication that might arise from 

inconsistency and non-availability of data prior to 1999. It was obvious that before 1999 that size of 

telecommunication infrastructure in Nigeria was very small and as a result, its effect on Nigeria’s whole 

economy would be marginal. The data gathered consisted of data on general economic variables and country 

characteristics- gross domestic product, private investment in telecommunication and contribution of 

telecommunication to GDP. This study adopts ordinary least square (OLS) analysis to examine the effects of 

ICTs on economic value (growth and development) of Nigeria.  Summary statistics of the data and the list of the 

variables used in the models and their description are given in table i and ii. 

 

3.2 Methodology 

This section present some sample specification of models, which permits the qualification of economic 

relationship between economic variables. Economic variables such as the private investment in 

telecommunication, telecommunication contribution to gross domestic product will be the independent variables 

while the economic growth measured as GDP becomes dependent variable.  

Our definitional econometric models for this study can be specified as follows: 

 G = f (Pi, Tc)     …………………… (i) 

 Where G = Gross Domestic Product (GDP) 

 Pi = private investment in telecommunication 

 Tc = Telecommunication contribution to GDP  

Following from our theoretical perspective, the model are specified such that we can be able to test for the bi-

variate economic relationships as stated in the objectives of the study. While the equation (i) served as the main 

models, the equation (ii) is in linear form. 

G = α 0 + α 1Pi + α 2Tc + ε      ………………… (ii) 

In equation (ii), the dependent variable is GDP (G), while the independent variables are private investment in 

ICT measured as total value of money spent in telecommunication (Pi) and telecommunication contribution to 

GDP (Tc). This study intends to show the effect of ICT investment on economic growth. α0, α1 and α2 are the 

magnitude while ε is the error term. 

 

3.3 Data Presentation 

In this subsection, all the necessary data and analysis are presented in the following tables for clarity.  

Table i: Yearly Time Series Regression Data 

GDP Ratio (G), Private Investment in Telecommunication (Pi) and Telecommunication contribution to GDP 

(Tc) data for 1999-2009.  

Year GDP (G)** 

N’million 

Private Investment in 

Telecommunications (PI)* N’million 

Telecommunication contribution to 

GDP (Tc)** N’million 

1999 312,183.5 50 195.5 

2000 329,178.7 150 207.5 

2001 356,994.3 1,200 2,398.7 

2002 433,203.5 2,100 2,983.1 

2003 477,533.0 4,000 3,785.5 

2004 527,576.0 6,080 6,015.9 

2005 561.931.4 7,500 7,851.7 

2006 595,821.6 8,500 10,567.9 

2007 634,251.1 11,500 14,226.8 

2008 672,202.6 12,500 19,159.2 

2009 716,949.7 18,500 25,812.4 

Source: **Central Bank of Nigeria Statistical Bulletin,  

*Nigerian Communications commission  

Notes:   Real GDP was compiled from 1981 to 2009 using 1990 constant basic prices 
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4.0 Interpretation of Results 

 

 
Figure i: Real Gross Domestic Product 1999 - 2009  

 

Figure i show the real gross domestic product (RGDP) from 1999 – 2009 as it increases in value yearly. This 

shows an increase in productivity in the last 11 years in the country.  

 

 
Figure ii: Private Investment in Telecommunication 1999 - 2009 

 

Figure ii shows private investment in telecommunication over the years 1999 to 2009. The values of the first 

two year (1999 and 2000) were not significant compared to year 2001 – 2009. It is apparent that the 

telecommunication sector did not attract private investors during the first two years of its boom until the sector’s 

reform in 2001. However, from year 2001 till date there has been an increase in the private investment in 

telecommunication.  
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Figure iii: Telecommunication Contribution to RGDP 

 

Due to introduction and the boom of ICT in Nigeria in year 1999, the country’s development in the 

telecommunication affected the contribution of the sector to RGDP in the first two years. Subsequently, it 

increased from year 2001 till 2009. 

 

 
Figure iii: A histogram showing the dependent variable (GDP) 

 

Figure iii has a positive slope that shows a positive relationship between the variable being observed. A normal 

curve of one-tailed test at 0.05 level of significance is used with a mean of 1.14, standard deviation (0.894) and 

the population (n=11) 

 

Table ii: Coefficients of relationship between GDP, private investment in telecommunications (PI) and 

Telecommunication contribution to GDP (Tc).  

Coefficient of 

determination  

  

Coefficients  

 

R
2
 F α0 α1 α 2 Sig. 

0. 942 65.298 352421.081 40.312 -12.494 .000 
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From table ii, the regression model relating telecommunication contribution to GDP (Tc) and private investment 

in telecommunications (PI) to gross domestic product (GDP) is given as:  

 G = α 0 + α 1Pi + α 2Tc + ε      ………………… (ii) 

Equation (ii) is transformed to equation (iii) 

 G = 352421.081 + 40.312Pi – 12.494Tc + 18254.256 ……...(iii) 

 G = 370675.337 + 40.312Pi – 12.494Tc  ………………….…(iv) 

The study runs regression analysis to examine whether there is a significant relationship between private 

investment in telecommunication, telecommunication contribution to GDP and Gross Domestic Product (GDP) 

in Nigeria. Table 3 presents the OLS estimate of the effects of telecommunication contribution to GDP and 

private investment in telecommunication on GDP. A first glance at this result shows there are indications that 

the variables have the expected positive signs.  R-Square is high (0.98) in the model, which implies that the 

models explain the variation in GDP. From the regression results, F-values in the models suggest the 

appropriateness of the regression and also, indicate the acceptance of the regression result and that the models 

are overall a good fit to the data. The coefficient estimate for private investment in telecommunication is 

positive and at the same time highly significant, which provides support for the basic argument that increased 

investment in telecommunication infrastructure has a positive impact on GDP. GDP is estimated to increase by 

40.3 percent if private investment in telecommunication increases by 1 percent. The coefficient between GDP, 

and telecommunication contribution to GDP, was found to be negative i.e. – 12.494. This means that GDP is 

estimated to decrease by 12.5 percent if telecommunication contribution to GDP is increase by 1 percent. 

From equation (iv), when Pi is zero assuming Tc is constant, GDP will be N 370675.337 million. Then, if Pi 

increases by N 1 million (Tc still constant), GDP will increases by multiple of 40.31. This shows the positive 

relationship of Pi to GDP. Also, if Tc is zero assuming Pi is constant, GDP will be N 370675.337 million. Then, 

if Tc increases by N 1million (Pi still remain constant), GDP will decreases by 12.494 multiple which is the 

multiplier effect. 

Taking the two variables at once, assuming they increase by N 1million, GDP increases by the multiple of 40.31 

– 12.494. However, Pi contributes higher proportion than the Tc.  

 

5.0 Summary and Conclusion 

 

This study used national level data to analyze empirically the socio-economic effect of telecommunication in 

Nigeria. Data for the analyses are sampled between 1999 and 2009 from World Bank Development Indicator 

Database, Central Bank of Nigeria (CBN) statistical bulletin and Nigeria Communication Commission (NCC) 

publications.  

The results of this work provided evidence to support the earlier work that telecommunication investments have 

positive effects on economic performances. Though most studies had focused exclusively on developed 

countries and the few in developing countries focused on cross-country studies but interestingly, the conclusion 

drawn from these wealthy countries using cross-countries data are directly relevant and similar to Nigeria case. 

The results confirmed the hypothesis that telecommunication investment drives growth. The primary assumption 

was that telecommunication investments are necessary but not sufficient condition for economic growth. Many 

factors other than telephone investment were critical to growth, but the lack of this investment hinders growth 

no matter what resources are dedicated in other areas of the economy. Thus, there is need to create a conducive 

competitive climate for the growth of the industry in order to allow more private investment. Also, considering 

the relevance of the telecommunication industry to economic growth and development, policy makers should 

ensure that telecommunication policies are transparent and stable. Policies and regulations should be made to 

promote a conducive and competitive climate for foreign investment so that the capital required for building 

telecom infrastructure can be met. 
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