
Accounting and Management Review (AMAR) Vol. 6 No.1 April 2026

Accounting and Management Review (AMAR) Vol.6 No.1 April 2026. All Rights Reserved. www.amarj.com.ng 95

IMPACT OF COORDINATED FISCAL AND MONETARY INTERVENTIONS ON
POVERTY DYNAMICS IN NIGERIA

OMAFUAGBARHO, Rufus Thompson1

University of Delta, Agbor
Email: rufus.omafuagbarho@unidel.edu.ng;

Tel:: +2348131328412

+EBURAJOLO, Ose Courage, PhD2.
2 Department of Economics, Finance and Investment, Benson Idahosa University,

Benin City, Nigeria.
Email: c.ebebhahon@biu.edu.ng Tel: +2347034602316

*Corresponding Author

ABSTRACT

This study investigated the impact of coordinated fiscal–monetary policy intervention on
poverty rate in Nigeria between 1990 and 2024. Using the Autoregressive Distributed
Lag (ARDL) technique, on a dataset obtained from Central Bank of Nigeria Statistical
Ballentine, as well as World bank Development Index. The short-run dynamics together
with the long run effects were explored particularly on the interaction between fiscal and
monetary policies on welfare indicator-poverty. Findings revealed that while monetary
policy exhibited no significant effect on poverty both in the short and long run except for
its lagged variables in the short run. Government expenditure on the one hand was
statistically significant in the long run. Furthermore, their interaction (policy mix) was well
behaved as it showed tendencies of reducing poverty at a good level of statistically
significance. This implies that coordinated fiscal and monetary measures are crucial for
addressing poverty in the Nigeria. With this, this study concludes that effective policy
coordination between fiscal and monetary authorities can enhance welfare outcomes,
and thus recommends improved synergy between fiscal and monetary authorities to
promote inclusive growth and macroeconomic stability, as well as sustainable socio-
economic development in Nigeria.

I. INTRODUCTION
Poverty remains one of the most enduring global challenges, affecting both developed
and developing economies in varying dimensions. It is a multidimensional condition
characterized not only by lack of income but also by deprivation in access to education,
healthcare, housing, and social participation (World Bank, 2022). Poverty has evolved
from a purely income-based viewpoint to a more inclusive perspective that recognizes
its structural, social, and psychological dimensions.

In Nigeria, poverty is both widespread and deeply entrenched with shreds of evidences
showing the mutual existence of both absolute and relative form of poverty, which has
created a dual poverty trap that reinforced economic vulnerability. The National Bureau
of Statistics (2022) reports that over 40 percent of the population lives below the
national poverty line, with rural dwellers disproportionately affected. The causes of
poverty are complex and interrelated. Todaro and Smith (2020) attributed persistent
poverty in developing nations to structural rigidities, low productivity, macroeconomic
instability, and weak institutional capacity. Similarly, Ajakaiye and Ncube (2010)
highlighted policy inconsistency.

From inception, nations’ government has been tasked with the responsibility of
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mitigating by all means necessary all forms of macroeconomic instability so as to bring
about attainment of its macroeconomic goals- of price stability, reduced unemployment,
economic growth, balance of payment equilibrium, and others of which Nigeria is not
left out. These goals are usually achieved through the implementation of either a
contractionary or expansionary measure with the use either monetary or fiscal policy, or
combination of both policies so as to engender reduced poverty, improved living
conditions, and economic growth. However, according to UNICEF (2024), Nigeria is
ranked as the second nation with high rate of out-of-school children, globally; a grave
portrayal of the poverty level in the economy. The report noted clearly that 47% of
children live in poor income households, and 67% experience multidimensional poverty,
and that 1 in 4 primary school children is out of school and 3 in 4 do not develop
foundational learning skills. This paradox—rising poverty amid continuous
macroeconomic policy activity—raises crucial questions about the effectiveness of
Nigeria’s fiscal and monetary policies. As Nwokoye and Chike (2022) observed,
macroeconomic stability does not automatically translate to welfare improvements, and
reduced poverty in the absence of inclusive policy. This suggests that Nigeria’s
challenge might not be only about achieving growth but ensuring that the gains of
growth are evenly distributed through effective fiscal and monetary policy synergy. In
Nigeria’s context, episodes of expansionary policies financed through monetary
accommodation have sometimes led to inflationary outcomes, undermining the welfare
gains of government programs. According to World Bank (2022), over 700 million
people still live in extreme poverty – defined as surviving on less than $2.15 per day,
and across sub-Saharan Africa, poverty is particularly entrenched. The region accounts
for more than 60 percent of the global poor, 40 percent of Nigerians live below the
national poverty line, with limited evidence of convergence toward inclusive growth
despite decades of fiscal reforms and monetary stabilization efforts (UNDP, 2022).
Furthermore, poverty in the Nigerian context transcends lack of income; it reflects
systemic weaknesses in macroeconomic management and governance. Addressing it
thus requires an integrated approach that aligns both fiscal and monetary frameworks
together toward shared welfare objectives.

Moreover, empirical evidences also underscore these concerns, just as Owusu and
Asare (2021), Aghion and Howitt (2020), Abata, Kehinde, and Bolarinwa (2020),
Olalekan and Ajide (2019), and Olayemi (2018) examined government policies in this
discourse. However. this study takes a divergence from earlier researches bridge the
gap in existing literature by empirically examined the implication of a policy coordination
(monetary-fiscal) on poverty level in Nigeria from 1990 to 2024. The result from this
study will not only update the time trend in this discourse, but will also offer a closure
with regards to effects of coordination between fiscal and monetary policy—commonly
referred to as the policy mix, which might be of more relevance in handing
macroeconomic imbalances and improving socio-economic welfare (reduced poverty)
in Nigeria.

2 LITERATURE REVIEW
Conceptual Literature
The concept of poverty as put forward by Adrian and Sen, (2011), is the deprivation of
basic capabilities, that is, —the freedoms that allow individuals to lead lives they value.
Accordingly, UNDP (2022) defines poverty in its absolute term to mean a position
where individuals lack the basic resources required to meet minimum living
standards—measured against a universal threshold such as $2.15 per day. Relative
poverty as posited by Ravallion (2020), reflects inequality within societies, where
individuals are poor relative to others, even if they meet basic subsistence needs. The
conceptual shift from income to capability poverty has profoundly influenced policy
frameworks globally.
Fiscal and monetary policy on the one hand are polices initiated by the government
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through the collaborative efforts of monetary regulatory authorities and the federal
ministry of finance to combat macroeconomic imbalances, and mitigate poverty,
amongst others. The open market operations, interest and rediscount rates, tax
revenue collection as well as government expenditure are some of the tools employed
by the government in carrying out its economic stabilization programs to achieve its
macroeconomic objective. Tonye and Gbarawae (2023), defined monetary policies as
the financial strategies deployed by monetary authorities in various nations with the
goal of directing the monetary economy. While fiscal policy encompasses government
decisions regarding revenue generation (taxation, borrowing) and expenditure to
influence the economy (Kutwa & Sawulski, 2022; Emeru, 2023). Fiscal policies, notably
government expenditure, have traditionally aimed at infrastructure development, social
welfare, and targeted poverty reduction.

Theoretical Literature
Keynesian Demand-Management Theory
John Maynard Keynes in his work ‘the general theory of employment, interest, and
money published in 1936 arising from the challenges of the Great Depression of the
1930s emphasised the role of government spending and taxation to influence
aggregate demand in the economy. Keynesianism which was a direct response to the
failures of the Classical economics during the Great Depression – a period
characterised by mass unemployment and plummeting incomes, posited that during
periods of economic downturn, an increase in government spending and a reduction in
taxation can rejuvenate the economy by stimulating aggregate demand, which can lead
to higher output and employment. Conversely, he equally advocated that in the period
of overheating inflation, fiscal tightening should be employed to cool down the economy.
In the same vein, Keynes recommended the adoption of monetary policy by
manipulating interest rates and the credit supply to stimulate investment and
consumption. He argued that lower interest rate encourages borrowing and investment,
boosting aggregate demand, while higher rates can be employed to control inflation.
Keynes contend that unemployment is the driving force behind poverty, hence the
fundamental solution to poverty is not individual thrift or wage flexibility downward, as
advocated by the classists, but state-led intervention to boost aggregate demand and
create jobs. Full employment directly lifts incomes for the poorest segments of the
society, reducing poverty and mitigating inequality by strengthening the bargaining
power of labour. Keynes argued that, during recessions, when private demand falls, the
state should engage in expansionary fiscal policy – increasing government spending on
public works, infrastructure, and social programmes, and/or cutting taxes. This injection,
stimulates economic activities, creates jobs, and supports household incomes; with the
concomitant effect of directly reducing poverty. Social welfare programmes, such as
unemployment benefits, are also justified as automatic stabilisers that maintain a floor
for consumption during economic downturns, preventing a catastrophic collapse into
poverty.
It is important to note here that the Keynesian demand management theory serves as
the underpinning theory for this study.

Empirical Literature

To begin with, Aladejare, Odzie, and Odey (2025) examined human capital as a
poverty mitigating tool in Nigeria from 1990 to 2023. Having employed the ARDL
technique, it was discovered that human capital had a weak effect on slowing down
poverty levels in the country. Moreover, while fiscal expansionary policy had no
significant effect on poverty in the long run, employment as expected, extricated
poverty.
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Ghassan (2025) used the ARDL technique on a dataset from 1988 to 2025 in Iran to
explore the effect of monetary policy on poverty. Broad money supply and lending
interest rate were discovered to be strong indicators of poverty levels in Iran, judging by
their positive signs and levels of significance. Intuitively, monetary policies by the
government further exacerbated poverty.

Furthermore, Damkor, Tsue, and Abah (2025) used the same technique as Ghassan
(2025) but on Nigeria from 1981 to 2023 and observed that only money supply showed
results as expected on poverty reduction both in the short and long run, unlike interest
rate that showed no discerning response to poverty.

The submission of Zaria and Tuyon (2024) on the implication of expansionary fiscal
policy, specifically on the moderating role of education on poverty in Nigeria from 1980
to 2019, showed that government fiscal policy actually moderates the effects of
education on poverty reduction significantly in Nigeria. The study employed the error
correction mechanism amidst others to exam this effect.

Using the same technique as Zaria and Tuyon (2024), Abdulrahman, Akanbi and
Oniyide (2023) submitted that monetary policy and quality governance, amongst other
variables, wielded more desired effect on poverty rate in the short run. The country in
focus was Nigeria from 1985 to 2019.

Aracil, Gómez-Bengoechea, and Moreno-de-Tejada (2022) investigated the influencing
role of institutional quality on the relationship between financial inclusion and poverty
reduction across selected countries. It was discovered that the effect of financial
inclusion on poverty was positively aided by institutional quality, hence institutional
quality promotes the effect of financial inclusion on poverty, positively in the examined
economies.

The study of Singh (2021) on BRICS countries, examined with the fully modified least
squares technique and revealed that rule of law amongst others is a substantial
governance tool for reducing poverty rate in the countries examined.

Maryam, (2020) empirically investigated the relationship between monetary policy and
poverty in Pakistan from 2001 to 2017, According to the findings, an expansionary
monetary policy had no discerning effect on poverty. Hence, it cannot reduce poverty
levels.

3 METHODOLOGY
Model Specification
The functional form of the model specified to analyze the objective of this study is as
follows:
POVt = f(GEXPt, MPRt, PMIX2t, OILPt) 3.1
POVt = β0 + β1POVt-1 + β2GEXPt + β3 MPRt+ β4PMIX2t + β5OILPt + --------------3.2
Where; POV= Poverty Rate, GEXP = Government Expenditure (% of GDP),
MPR=Monetary Policy Rate, Pmix2 = Interaction of policy variables (GEXP * MPR),
OILP = Oil Price. The choice of oil price as a control variable is based on the fact that
the Nigerian economy is one that is heavily reliant on revenues from crude and as such
its economic activities and policies are influenced easily by fluctuates in oil global
market.
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Where is the first difference operator; t is the years from 1990 to 2024 that takes
account of the trend evolution and the structural change in time; p, q1,….., q4 are the
maximum lag orders, and et is the error term. This model determines both the short-
and long-term estimates.

Table 3.1: A Priori Expectations of Poverty (Povt) Model

Variable
Expected Sign on
POV

Rationale

Government
Expenditure
(GEXP)

-
Higher public spending (especially on
social services/infrastructure) is expected
to reduce poverty.

Monetary Policy
Rate (MPR)

+
Lower policy rates expand credit and
boost investments and in turn growth,
potentially reducing poverty.

PMIX (GEXP*MPR)
-

Proper coordination of both fiscal and
monetary policies with the tools of GEXP
and MPR is expected to reduce poverty

Oil Price (OILP)

-

Higher oil prices boost government
revenue (in Nigeria), enabling spending
that can reduce poverty – unless
revenues are captured by elites.

Source: Author’s compilation (2026)

In determining the existence of long-term relationships between the dependent and
independent variables considered the model, the ARDL bounds test for co-integration
which checks the null hypotheses, H0: β0 = β1 = β2 = β3 = β4 = β 5 = 0, given
respectively, was employed.

This test checks the null hypothesis, H0: α0 = α1 = α2 = α3 = α4 = 0, given respectively,
in Equation (3.2). The rejection of the null hypothesis implies the presence of co-
integration among the variables and this is judged by the F-statistic value of the test. If
the estimated F-statistic value is higher than the upper bound critical value [I (1)] at 5%,
we can reject the null hypothesis, and thus, the variables are co-integrated. The
reverse is the case when the F-statistic is lower than the lower critical bound I (0), at
5%, and hence we cannot reject the null hypothesis of the existence of co-integration.

Estimation Technique
In other to examine and establish whether a short run and/or a long run relationship
exists between the variables, the bounds test for co-integration and Auto-Regressive
Distributed Lag (ARDL) model analytical tool was employed. Accordingly, Pesaran and
Shin (1998) and Pesaran, Shin & Smith (2001) posited that the bounds testing enables
us to establish a robust inference without recourse to whether the concerned variables
are integrated at the same levels or not. However, prior to the application of ARDL
technique, the data set for this study was subject to some preliminary statistics; to
check the statistical properties, and stationarity of the data set.
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4 RESULTS AND DISCUSSION OF FINDINGS
The data set for this study was subjected to pre statistics test of descriptive statistics,
correlation matrix and unit root test for stationarity of the variables, followed by the
ARDL co integration bound test.

Descriptive Statistics
The descriptive statistics explains the characteristics and central tendencies, and
dispersion of the data set employed in the model being considered

Table 4.1: Descriptive Statistics
POV GEXP MPR OILP

Mean
52.528
57 24.14000 15.07143

53.01714

Median
53.000
00 23.70000 14.00000

52.32000

Maximum
61.000
00 33.20000 24.75000

111.6700

Minimum
45.000
00 14.9000006.00000

12.72000

Std. Dev.
3.4695
80 5.566031 4.238987

32.30432

Skewness

-
0.0460
43 0.081430 4.238987

0.404741

Kurtosis
3,5093
17 1.816599 2.727890

1.836266

Jarque-
Bera

0.3906
64 2.080987 0.111429

2.930575

Probability
0.8225
62 0.353280 0.945809

0.231012

Sum
1838.5
00 844.9000 527.5000

1855.600

Sum Sq.
Dev.

409.29
14 1053.344 610.9464

35481.36

Observatio
ns 35 35 35

Source: Authors’ computation using E-views 12: (2026)

Table 4.1 presents the summary of descriptive statistics for the variables used in this
study, covering the period from 1990 to 2024. The mean value of POV stands at 52.53,
with a standard deviation of 3.47, indicating moderate variation in poverty levels over
the study period. The minimum and maximum values of 45.00 and 61.00, respectively,
show that poverty rates fluctuated within a narrow band, suggesting that while fiscal
and monetary policy shifts occurred, they did not drastically alter the overall poverty
structure. The skewness of -0.046 and kurtosis of approximately 3.51 imply a near-
normal distribution, further supported by the Jarque-Bera probability (0.8226),
confirming data normality.

Correlation Test
As part of the crucial preliminary statistics, the correlation coefficient matrix provides
insights into the degree of association among variables and it is depicted in table 4.2.



Accounting and Management Review (AMAR) Vol. 6 No.1 April 2026

Accounting and Management Review (AMAR) Vol.6 No.1 April 2026. All Rights Reserved. www.amarj.com.ng 101

Table 4.2: Correlation Coefficient Matrix
POV GEXP MPR OILP

POV 1.0000000
GEXP 0.674931 1.0000000
MPR -0.205570 -0.317686 1.0000000
OILP 0.589317 0.725888 -0.507579 1.0000000
Source: Author’s Computation using Eview 12 Output (2026).

Table 4.2 depicts the relationship among the variables in this study, and it can be
deduced that GEXP together with OILP are highly correlated with POV, showing a
positive correlation, where an increase in these variables can bring about a
corresponding increase in POV for the period studied. But for MPR, an increase in this
variable will bring about a fall in POV, as seen in table. Unit Root Test
The unit root test was conducted for both levels and first differences of the variables of
the model, so as to establish stationarity among variables employed in this study.

Table 4.3: Results of the Unit Root Test for Stationarity
Variable ADF Test

Statistics
5% Critical
Value

p-value Order of
Integration

Decision (H0:
Unit Root)

POV -3.036219 -2.981038 0.0446 I(1) Reject H0

GEXP -3.744642 -3.548490 0.0326 I(0) Reject H0

MPR -6.294204 -3.552973 0.0001 I(1) Reject H0

OILP -4.451170 -2.954020 0.0001 I(1) Reject H0

Source: Author’s Computation from Eviews 12 Output (2026).

From table 4.3, only GEXP was stationary at levels, all other variables became
stationary after first difference. With this, we proceed to the use of ARDL bounds test
for cointegration.

Bound Test for Co-integration.
Bound test for co-integration is used to check if there exist a long run relationship
among variables.

Table 4.4: Bound Test for Co-integration
F-Bounds Test Null Hypothesis: No levels relationship
Test Statistic Value Signif. I(0) I(1)

Asymptotic: n=1000
F-statistic 6.148416 10% 1.900 3.010
K 0 5% 2.260 3.480

1% 3.070 4.440
Source: Author’s Computation from Eviews 14 Output (2026).

The Bound Cointegration Test result as shown in Table 4.4, produced an F-statistic of
6.148416, which is greater than the higher and lower bound critical values of 2.260 and
3.480 respectively, at the 5 percent significance level. This indicates that the null
hypothesis of no long-run relationship among the variables is rejected. Hence, there is
evidence of a long-run cointegrating relationship between poverty level, and the
independent variables within the study period. Consequently, the study proceeds to
examine both the long run and short-run dynamics (table 4.6) of these relationships
through the ARDL regression estimates, to determine the magnitude, and significance
of the effects of fiscal, monetary, and combined policy actions on combating poverty in
Nigeria.
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It is important to note here that the ARDL estimation of this model recommends a
ARDL (3,0,4,2,0) model.

ARDL Regression Results

The combined ARDL Results Short Run Error Correction

Table 4.5: Combined ARDL Result

Source: Author’s Computation from Eviews 14 Output (2026).
Long-Run and Short-Run ARDL Regression Results
The ARDL analysis of the model of poverty in relation to both fiscal and monetary
policies, as well as its mix, and oil price are presented in table 4.6.
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Table 4.6 ARDL Regression Result

Source: Author’s Computation from Eviews 14 Output (2026).

The ARDL regression results in table 4.6 provides useful insights into how fiscal and
monetary policies, individually and interactively, influence the level of poverty in Nigeria.
The model exhibits a very high explanatory power, as reflected by an R-squared of
0.968929 and an Adjusted R-squared of 0.945168, indicating that about 94.5 percent of
the variations in poverty levels are explained by the explanatory variables, and only 5
percent variations was unexplained. The overall significance of the model is confirmed
by an F-statistic of 40.77902 with a p-value of 0.0000, signifying that the included
variables jointly explain the changes in poverty during the period under review.

From the short run analysis, the coefficients of both first and second lag periods of
poverty, POV(-1) and POV(-2), were positive and statistically significant at less than 5
percent level of significance. Thus, an increase in these periods will influence the
current levels of poverty positively, by their coefficients of 0.563610 and 0.605308
respectively. This dynamic pattern indicates that poverty in Nigeria is highly persistent,
meaning that previous poverty levels have a strong influence on current poverty
conditions. Monetary policy tool measured by monetary policy rate (MPR) was rightly
signed, showing a direct short-run effect on poverty reduction in Nigeria, under the
period studied. Intuitively, a fall in MPR will cause investment to rise, thereby causing a
reduction in the level of poverty in Nigeria. However, it is only the lagged periods of
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MPR(-1), MPR(-2) and MPR(-3) that were seen to be statistically significant in reducing
poverty rate at less than 5 percent significant levels. Furthermore, the coefficient of the
monetary policy rate (MPR) was seen to be positive (0.099106) but not statistically
significant, implying that monetary tightening or easing during the period had no
meaningful impact on poverty reduction. This result suggests that the transmission
mechanism of monetary policy to the poor in Nigeria remains weak, and its only
effective after lagged periods showing a delayed effect. This can be likely due to the
level of development of the credit markets and limited access to funds in the formal
sector. This finding is not in tandem with the submission of Damkor, Tsue, and Abah
(2025).
The interaction variable (PMIX2), which captured the fiscal–monetary policy mix, did
not behave as expected, as the result revealed an inverse relationship with poverty but
was statistically significant judging by the p. value of 0.03, and PMIX2(-1) was
approximately 0.01 indicating that coordination between fiscal and monetary policy
exists and can influence the reduction of poverty ratee in Nigeria by -0.604772, and -
0.004313 coefficients for both current and lagged periods respectively. This finding
suggests that policy coordination—such as expansionary fiscal policy implemented
alongside restrictive or expansionary monetary policy— have been sufficiently effective
in improving welfare outcomes thereby giving credence to effective macroeconomic
management.
It is important to note here that GEXP and OILP were automatically eliminated in the
short run by the process.
From the long run estimates, fiscal policy proxy by government expenditure (GEXP),
revealed a positive and statistically significant effect on poverty in Nigeria. That is a 1
percent increase in GEXP, will bring about a direct proportional increase in poverty
levels by 0.085166, judging by the coefficient value. This suggests that increase in
public spending are associated with rising poverty levels. This result is counterintuitive
but not surprising, as it reflects the inefficiency and misallocation of public funds in
Nigeria, where government expenditure is often tilted towards recurrent obligations and
administrative costs rather than productive and poverty-reducing investments. This
finding negates the observations of Zaria and Tuyon (2024) who noted that the poverty-
reducing potential of fiscal policy in developing countries is effective, especially through
education, but aggress with Aladejare, Odzie, and Odey (2025) on the inefficacy of
government expenditure and poverty.

OILP was negative and statistically significant at 5 percent level, showing that oil price
fluctuations certainly have a significant and inverse effect on poverty rate. An increase
in OILP by 1 percent will bring about 0.004981 reduction in poverty level in Nigeria.
This is not farfetched because an increase in global oil prices will certainly be
favourably to a country that gets its foreign earnings through the sales of its oil product;
thus, it signifies more funds inflows for proper administration and poverty reduction, and
vice versa.
MPR was not statistically significant in the long run and it is in tandem with the
submission of Maryam, (2020), though it maintained its positive impact on poverty
reduction. While policy coordination did not show any discerning effect on poverty
reduction and it was not properly signed.

Summary of findings
The findings from this study revealed that policy coordination serves as a necessary
fiscal tool in combating poverty in Nigeria but in the short run. The directional effect of
the policy mix highlights the importance of macroeconomic coordination between fiscal
and monetary authorities. Strengthening this coordination, particularly by aligning
government expenditure with accommodative monetary policy, can create synergistic
effects that tends to reduce poverty and promote inclusive growth. Also, government
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expenditure and monetary policy rate, individually, remains a dominant policy tool
influencing poverty outcomes in the Nigeria especially with monetary policy rate with
delayed effects, fiscal policy for long term goals. Thus, policies should emphasize
efficient allocation of public resources as well as favourable rates toward pro-poor
sectors to achieve sustained welfare improvements.

Post-Diagnostics Test Results
It is however pertinent to check for the validity of the model estimated, hence a battery
of diagnostic tests, such as the serial correlation tests, and the tests of the absence of
heteroscedasticity of error terms was conducted.

Table 4.7: Test for the presence of Serial Correlation

Breusch-Godfrey Serial Correlation LM Test:

F-statistic 1.214131 Prob. F(1,17) 0.2859

Obs*R-squared 2.066422 Prob. Chi-Square(1) 0.1506
Source: Author's computation 2026

The result of the Breusch-Godfrey Serial Correlation LM test indicated that the p-values
of the F-statistics as well as the Obs*R-Square given as 0.2859 and 0.1506
respectively infers that there is no serial correlation in the residuals of the model.

Table 4.8: Test for the presence of Heteroscedasticity
Heteroskedasticity Test: Breusch-Pagan-Godfrey
F-statistic 1.907217 Prob. F(13,17) 0.1058
Obs*R-squared 18.39048 Prob. Chi-Square(13) 0.1432
Scaled explained SS 11.95950 Prob. Chi-Square(13) 0.5310

Source: Author's computation 2026
The result of the Breusch-Pagan-Godfrey Heteroskedasticity test indicated that the
error term is not Heteroskedastic, as its p-values is largely higher than 5%.
As presented from the results of the different diagnostic tests in tables 4.7 and 4.8, the
results indicate that the error term is normally distributed, not correlated and not also
heteroscedastic as all p-values are largely higher than 5%.

CONCLUSION
This study employed time-series data covering the periods of 1990–2024 to examine
how fiscal and monetary policy instruments, both individually and interactively,
influences poverty rate in Nigeria. The ARDL regression results revealed that monetary
policy exerts more impact on poverty rate than its counterpart- fiscal policy in the short
run, and that the policy coordination of both policies had an effective impact in
combating poverty in Nigeria for the period under study. Moreso, the lagged values of
poverty rate showed dynamic adjustment effects in poverty reduction over time.

The findings of this study suggest several important policy directions for combating
poverty outcomes in Nigeria. First, fiscal policy effect on poverty reduction implies that
government expenditure should remain a central component of Nigeria’s welfare
strategy. Policymakers should priorities increased and efficient spending on social
services, infrastructure development, and employment-generating programs to
enhance poverty-reducing impact of fiscal interventions.

Second, the limited independent effect of monetary policy on poverty indicates that
monetary policy alone is not sufficient for addressing current welfare challenges such
as poverty rate in Nigeria. This implies that the Central Bank of Nigeria should design
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monetary policy frameworks that are supportive of inclusive growth, particularly by
improving credit access to productive sectors and small-scale enterprises that have
direct links to income generation and poverty reduction.

Third, the sufficient statistical evidence of the fiscal–monetary policy mix on poverty
underscores the efficacy of macroeconomic policy coordination. Fiscal expansion with
corresponding monetary accommodation may engender welfare outcomes, as
expansionary monetary conditions may align with fiscal efforts, all things been equal.
Consequently, greater alignment between fiscal authorities and the Central Bank of
Nigeria is required to ensure policy consistency and maximize welfare gains.

Finally, the presence of a long-run cointegrating relationship implies that poverty in
Nigeria is highly sensitive to both long and short-run policy shocks. This places
emphasis on timely, well-coordinated policy responses and continuity in
macroeconomic management, particularly during periods of economic instability.
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