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NATIONAL DEBT AND ECONOMIC GROWTH: EVIDENCE FROM DEVELOPING
COUNTRIES; NIGERIA

Ojomolade, Dele PhD1, FCIB, Dr Isibor Oreghan2& Akinlabi, Jide PhD, ACA3

1, 2 & 3. Department of Accounting and Finance, Caleb University, Imota. Nigeria
dele.ojomolade@calebuniversity.edu.ng

Abstract

The study examines public debt and economic growth: evidence from developing
countries; Nigeria for the period of 1985-2024, data were collected from Central Bank of
Nigeria, World development indication and Nigeria bureau of statistic, 2025. The
secondary data were analysed by descriptive statistics, autoregressive distributed lag,
granger causality test and the results reveled adjusted R2 at 99.3% and R2 is 99.8%
with P-value of 0.000044, the bound test showed a long relationship between the
variables and economic growth, there is bi-directional results from the granger causality
test. It recommended that government forgo using external debt but concentrate on
domestic debt to avoid huge impact of debt servicing.
Keywords: Developing countries, Domestic debt, Economic growth, External debt,
Public debt

1. Introduction
Sustainable economic growth globally reflects government expenditures on
infrastructures provision for the citizen standard of living. Understandably, the
infrastructural developments were financed by internally generated fund or borrowed
funds rather than imposing taxes to fill the financial gaps leading to public debt,
[Owusu- et al and Erickson,2016; Hilton,2021].
Borrowing has protracted history of influence on macroeconomic key indicators,
Domar,1944, Barro, 1980 cited in Osobase,2023. Inadequate tax collection and fiscal
policies management affect the sustenance of macro-economic stability of the
emerging economics. Supplementing government internal funds for upsurge in
investment and dwindling in tax revenue for her capital formation externally is desirable
as catalyst not beyond the threshold level, when circumvent tax increase in financing
expenditures, [Eze,2019, constance,2022 and Uzuchukwu, 2022].
Empirically, no developing nations run surplus budget [Hilton,2021] so public debt is not
a crime, but over accumulation cripple economic growth, [Ojomolade, et al 2022,
Osobase, 2023]. Domestic finance inadequacy characterized developing nations,
including Nigeria to finance investment and infrastructural developments,
(Efuntade,2020). Debt repayment and high debt service subject developing nations to
international macroeconomic risks, market shock and non -competitiveness (Eze, 2019).
The developing countries inclusive of Nigeria have been a subject of debate by experts
and economic planners on the consequences of debt profile increase arising from
budget deficit; macroeconomic challenges and human deprivation from inadequate tax
collections (Alejandro & Ileana, 2017).
The debt level exposes the economy to external shock and debt overhang hypothesis
(Peter & Ferdinand, 2016), which is blamed on low exports, high imports, exchange
rate volatility, poor tax collection and capital flight [Ojomolade & Adejuwon, 2021].
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Public debt is classified into domestic and external; productive or unproductive, if the
borrowed fund is effectively utilised for productive investments, it will result in
macroeconomic stability, growth increase and timely debt repayments.
Over the years; the colossal public debt increases did seem not yielding significant
improvements in Nigerians socio-economic life; poverty and unemployment is ravaging
the economy with galloping exchange and inflation rate on abated, (Matthew &
Adetayo,2022, NBS,2022). This is calling for examination by researchers and
economists on causal relationship between the public debt and its impact on Nigeria
economic growth. [Sunday,2016] Empirical studies revealed their concern on the
desirability of debt financing: Huang,et al (2018); Hilton, (2021); and Eze, (2019) and
Efuntade et al (2020) support debt financing for economic growth while Hadji, (2022),
Hilton,2021, Eze, (2019),Amaefule,(2018) and Ajayi and Adewusi,2020 says debt
deterred economic development, and Anna and Koilo,(2018) Essien et al (2016) view
insignificant or neutral position as to the effect of debt financing.
Attapattu [2018) gave reasons for developing countries borrowing either to finance
higher investment or higher consumption in order to reduce the hardship of financial
constraints. Accumulated public debt increases economic growth and decreases
nominal interest rate and prices that could alter the economy structure, debt financing
fast track economic development, reduce unemployment and poverty; supplement
inadequate domestic capital stock requires for economic development, [ Eze, 2019).
It is argued that inadequate capital formation, poor tax collection, crash in international
crude oil prices, illicit financial flows with over consumption and dependent on exported
goods are bane for financial gap despite the abundant natural and human resources at
Nigeria disposal, (Obi, 2014; Ojomolade and Adejuwon,2019; and Hilton, 2022).
There are lot of empirical on public debt and economic growth, in that mood this study
hypothesis begins to establish if public debt enhanced economic growth of the
developing nations? As to whether the level of public debt is governed by GDP of the
country, [Hilton,2021; Saungweme & Odhiambo,2019]. Is excessive public debt
detrimental to economic growth forming sluggishness? Has it empirically revealed that
high level of public debt crowd out private investment through high cost of capital
formation. [Kobayashi & Shirai,2017)] there is relationship between public debt and
economic growth in the developing nations. The causal relationship between pubic debt
financing and economic growth GDP is basic to a country [Donayre & Taivan, 2017;
Hilton,2021]
The concern of economists and political observers are to known whether public debt
leads to economic growth or otherwise, therefore, this study is to examine public debt
on Nigeria economic growth.
The first most notable Nigeria public debt occurred in 1988, at ₦ 180.99 billion, which
astronomically jumped into ₦ 6,260.63 billion in 2004, and reduced from N2, 695.07
billion to ₦451.5 billion with 83 % increase between 2005 and 2006, however, the
domestic moved to ₦11,058.2b and N18,378.96b in 2016 and 2019 respectively, while
the total debt at 2022 stood at ₦ 462,503.72 exceeding the 2019 level of ₦274,013.8
billion by 68.79% ,(CBN,2020, DMO, 2022). Nigeria external debt stood at N328.5
billion in 1991. It increases to ₦ 648.81 billion and ₦4890.3billion between 1994 and
2004 respectively; dipping to ₦ 438.89 in 2007. It subsequently moved to ₦1026.90 in
2012 and further to ₦ 9022.42 billion in 2019, a ratio of 16.2% of the gross domestic
product (GDP) ratio of the country.
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Fig. 1 Nigeria public debt trends, 2018-2022 (domestic, external and total debt)
in Nigeria currency
Trends of debt servicing in naira currency

Fig 2

The Fig 2 depicts the debt servicing in Nigeria. At 2005 the debt servicing was zero due
to debt forgiveness. The debt servicing reached it pick in 2013 at N 35,035.1b. it is
noticed that between 2011 and 2016 the debt servicing are relatively in the rage of
N2965-N3530.9B. Thereafter, it increases, thereby affecting national budget.
Implications; it reduces government spending; leading to budget deficit and crowding-
out private investments.

The main reason for debt borrowing is to promote economic growth as it relates to
infrastructure, investment and social welfare development which are priorities of a
nation.
Historically, Ghana has no public debt profile until 1957 compared with Nigeria due
global economic recessions and debt crises. In 1954, Ghana has budget surplus of
nearly 14.5% of GDP; nevertheless, in 1965 a deficit budget of 6.4% of GDP. In 1957
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her public expenditure was 9,5% rising to 25.8% in 1965 leading to 25.16% public debt
of her GDP
The National Liberation Council of Ghana after defeating the Convention People’s
Party in 1966 required from the International Monetary Fund (IMF) (CPP) stabilization
support, the public debt stock declined to 16.47% of GDP by 1975. In 1994 the public
debt stood at 103% of GDP from the position of 27.5% in 1984, subsequent settled at
182% of GDP in 2000 with 3.7% resultant growth rate. Ghana was branded in 2001 as
poorly indebted country in process of written off her debts by IMF and World bank due
to high public debt stock in 2000 (World bank 2004). Ghana public debt stock reduced
to 32% in 2008 from 182% in 2000 thereby, moved lower-middle-income economy. The
Ghana public debt again climbed up to 57.2 % of GDP in 2016 from the level of 26.2 %
of GDP in 2006 reaching the position of 63% of GDP in 2019 in order to finance public
expenditures. The increase in debt can be ascribed to poor monetary police, cedi
depreciation and financial sector cleaning. (BOG 2020, Amponsah,2015). Ghana public
debt 2019-2021

Fig 3 Trends of domestic, external and total debt of Ghana in US$ currency

Ghana external debt is predominantly USA dollar dominated The public debt is shared
among commercial creditors [57] as of 2022, and about 80% of it belong to Eurobonds
[MOF, 2022b]
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Ghana: Composition of external debt Ivorian public debt.

The Ivorian government experienced public debt in financing her expenditure. The
pandemic (COVID-19) in 2019 drove Ivorian public expenditure from 17.3 % of GDP in
2019 to 20.6 % in 2020 of the GDP in the absence any increase in the government
incomes. The fiscal deficit moved to 5.6% of the GDP in 2020 compare to 2.3% of GDP
in 2019 due to the pandemic The government increases her borrowing by 9 PR to
47.6% of the GDP in 2020 to meet the financial gap, and surpassed 50 % of GDP by
2021. Ivorian total public debt has been dominated by external financing since 2017,
though, by projection a rising importance of domestic borrowing and gradual declining
trend in external debt. The domestic debt increase is largely driven by issuance of
public securities in the WAEMU market [MBPE,2022].

Ivorian public debt profile

Source: ODI emerging analysis,2024
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Trends of domestic, external and total debt in currency of EURO

Ivorian external debt is predominantly subjected into euro, supported by government
strategy to reduce the exposure of public debt to exchange risk given that the CFA
franc is pegged to the euro. The domestic debt is government securities [bills and
bonds] and with one to ten years’ medium term maturity period.

Ethiopia public debt

In the last two decades the substantial public infrastructure and investment was built up
the Ethiopia domestic and external debt. The external borrowing boosted from $7.3b in
2010 to over $29.5b in 2021 [MOF,2022a]. Ethiopia total debt stock in 2022 stood at
$56.5b [53% of GDP]. The debt is divided almost equal between domestic and external.
There is evidence that external debt declined nearly by $1b in 2021/22 while local
borrowing increased by $1.4b.

The government of Ethiopia is threatening by high debt distress risk presently, showing
high levels of debt relative to exports, while negotiating for debt relief under the “G2O
Common Framework”

Trends of domestic, external and total debt in currency of US$

2 Literature and Conceptual Review
Public debt is the total amount owed by the tiers of government in Nigeria to finance
public deficits arising from larger level of expenditures. It may be owed to individuals,
corporations or institutions. It is a liability to the government but an asset to the lenders. Public
debt comprises of external and domestic, the total debt of Nigeria stood at N121.67 trillion
(us$91.46 billion) in Q1 2024 from N97.34 trillion (us$ 108.23 billion) in q4 2023 representing
24.99% growth rate on quarter on quarter basis, (CBN 2024). Public debt is one of the
fundamental indicators of the macroeconomic variables imaging country’s in the international
markets, (Eze 2019). Christabell (2013) postulate that judicious used of borrowed fund
enhances economic growth, development and stability if attracts low cost with limited
financial risk exposure. Public debt is classified as to federal and states which
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described total debts for financing public expenditures instead of taxation, an alternative
option for creating money (Eze,2019, Nassir and Wani 2016) and provoke economic
development, [Udeh,2016].
External debt
External debt can be designated as loans owing to external bodies, (such as Paris club,
London club, IMF and unclassified borrowings) to finance domestic expenditures by a
government (CBN, 2022). According to Ikwuo et al, (2024), foreign debt arose from
different ways: private investment, owing to contractors, suppliers and others.
According to Eze [2019], the principal reasons for the mounting public debt in
developing countries are to support capital formation to finance investment and
supplement private investment (Isaac and Rosa, 2016), which may subsequently result
in high interest payment and debt default.
Domestic borrowing. These are debts sourced locally through treasure certificate or
treasure bills which form part of the public debt to finance government expenditures.
Public debt impacted positively on economic growth (Krugman,1988; Ebarhardt and
Presbitero,2015; Ewaida,2017; Huang et al,2018] also reported that public debt has
an opposite causal relationship with the economic growth ,Ahlborn & Schweickert,2016].
Economic growth.
[Mladen 2015] postulate, economic growth signifies more output in production and
services whereas, development denotes both additional output and changes in
technical and institutional management by which the output and services are produced
and distributed. Growth denotes increase in the national output or gross domestic
product (GDP) of a country. Growth is achieved whenever a unit of production is added
into the economic successfully, (Ajayi & Adewusi,2020)
Debt servicing: debt servicing is the total interest payment a country mad on borrowed
fund, (Akwuo et al 2024 and Ufoma,2017). Whenever a country employs all her
revenue to settle interest payment after raising fund by introducing new tax or other
form of levies, it signifies the economic agents are not generating enough revenue to
put the country in a positive economic position. The servicing payments impact
negatively on the citizen welfare by affecting the government budget estimate.
2.2. Theoretical Review:
The paper is anchor on Harrod-Domar theory of growth model (two- edge theory) of
capital accumulation and investment of 1944. Harrod-domar model is an extension of
Keynesian full employment and income theory. Dual model of economic growth is
known as Harrow –Domar model. Capital accumulation is considered fundamental to
economic growth. It has been debated that capital accumulation double economic
growth. Shortage of resources for evolving nations contribute fundamentally to
inadequate level of domestic savings to facilitate sustainable investments. Foreign aids
or borrowing was made in the context of dual model for lack of domestic saving. Lack of
sustainability between foreign and domestic savings for growth is fundamental
assumption for dual gap model. Nations borrow to finance expenditures for lack of
sustainability that create shortfalls.
Debt overhang theory. theory of debt overhang (Krugman, 1980), and other empirical
literatures that examine debt and economic development reported that external debt
adversely economic growth. Debt overhang occurs when the present value of the
expected income of a country is less than the accumulated debt, Udeh et al, 2016. In
conjunction with debt over-hang model, debt crowding-out hypothesis, higher debt
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service payments increased country’s budget deficit, thereby reducing public savings.
Deficit financing (domestic and external) increases interest rates, lower disposable
income and higher wages, reducing private investments. It has been argued that
developing countries with less debt burden achieve economic growth than countries
with higher debt burden; primary stage of development suffers from inadequate funds
compared with their counterparts in the developed economies (Eze, 2019). Public
expenditures financed by debt do not pay off fully the negative effect of the crowding
out of the private investment, resulting to decline in economy (Dorman, 1944 in Hilton,
2021).

Modern monetary theory

The Modern Monetary Theory (MMT) hypothesizes that public debt is basically money
the government supply into the economy and did not tax back, Mosler, 1992. MMT
supporters agreed that inflation is hypothetically resulted from expenditure outcome
that cannot be boxed with policy discussion in the future if required. It is inaccurate to
compare government budgets to that of an average household by MMT, Wray, 1998).
MMT is a macroeconomic proposition which says national government can produce
money as oppose to taxes or borrowing to fund public expenditure, built on the premise
that government has the unlimited power to create money, Wray, 2015. The argument
is that national government bank can continually fixed interest rates to support deficit
financing at near or zero lower economic growth rates, [ Driessen & Gravelle, 2019]
The believe of monetarists is to fighting inflation through the adjustment of money in
circulation.

2.3 Empirical Review

The impact of public debts on economic growth in Nigeria for the period 1981-2017 was
investigated by Eze, et al [2019] .Ex-post facto research design used, dataset obtained
from the Central Bank of Nigeria (CBN) statistical bulletin, 2017 and data were
analysed using multiple regression, ARDL model and Chow Breakpoint test. The
results from the data analysed show that external debt impact negatively and
significantly on GDP whereas domestic debt effect GDP negatively and insignificantly,
government expenditure, positively and significantly impacted on GDP. National
savings and consumer price index have a positive and insignificant effect on GDP. It
also showed that public investment is impacted negatively and significantly by external
debt. It is recommended that financing budget deficit in the economy by external debt
and domestic debt should be suspend while internally generated revenue intensified
through efficient investments and economic diversification. or reduce current
expenditures to effectively finance capital investment projects in Nigeria.

Impact of foreign debt on Nigeria economic growth was estimated by Efuntade et al
(2020) using ARDL-ECM to evaluate for the period of 38 years. The findings reveal
positive association between foreign direct investment and external loan with Nigeria
economic growth. Country with capacity to access external debt should be careful to
avoid accumulating unnecessary heights of debt.

Ajayi and Edewusi (2020) investigate government debt consequence on economic
growth of Nigeria. Time series dataset covering 1982-2018, a period of 39 years
collected, the data was analysed and results revealed that external debt impacted
negative influence on long and short run on the economic growth of Nigeria while
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domestic debt exert positive long and short run on Nigeria economic growth. From the
result, the government should adopt a policy towards a stable and viable debt
management to grow the economy via domestic debt.

Hilton [2021] Dynamic multivariate autoregressive-distributed lag (ARDL)-based
Granger-causality model was used to test the causal relationships between public debt
and economic growth [GDP] of Ghana over time. Annual time-series spanning 1978–
2018 were sourced from the World Bank Development Indicator database and IMF
fiscal Affairs Department Database and WEO, 2021. Public debt has no causal
relationship with GDP in the short-run but there is in the long run. unidirectional
Granger causality running from public debt to GDP, again investment spending has a
negative bi-directional causal relationship with GDP in the short-run but they have a
positive bi-directional causal relationship in the long run. Equally, no short-run causal
relationship exists between government consumption expenditure and GDP but long-
run Granger causality runs from government consumption expenditure to GDP as
public debt has a positive impact on the inflation rate in the short run.

The impact of government debt on economic growth of Nigeria was examined by
Izuchukwu et al (2022) and ex-post facto research used, data was analysed using
Ordinary Least Square. The outcome revealed that external debt impact positively on
economic growth with significant relation on the gross domestic product. It is suggested
that government should manage the debt skillfully to escape from debt deception in
future and encourage using domestic debt and influence local production.

Examination was conducted on the relationship between foreign debt of Sierra- Leone
and her economic growth by Hadji (2022) spanning over the years 1973-2021. Ordinary
least square was used on the data collected from secondary source, the result reveals
a negative association between economic development of Sierra-Leone and external
debt. The line to economic growth is impacted negatively by expansion of debt. The
nation should reconsider her debt management style to achieve sustainable public debt
with robust method in the long run.

Methodology: This study used ex-post facto research design and dataset from
secondary sourced, CBN statistical bulletin of 2024. The dataset was analysed using
autoregressive distributed lag (ARDL) and causal relationship between public debt and
Nigeria economic growth was tested by Ganger causality model and ECM. The co-
integration among the regression variables was determined by ARDL Bound test. The
Error Correction Model was used to determine the long run of Ganger causality. Study
with small sample size should use ARDL and ECM as compare to Johansen co-
integration model for large sample size. These models removed spurious correlation
and enhance of general validity of the causality.

Model Specification: ∆Y f (pds)

The relationship between public debts and Nigeria economic growth using linear
econometrics model goes thus:

∆Y= A0 + A1GDP +A2EXDS + A3DSERV + A4INF +A6DDS + Ur

LGDP = A0 + A1EXDS + A2DSERV + A3INF +A4DDS + Ur

∆Y = Economic growth, GDP is proxy for ∆Y = Gross domestic product,
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EXDS = External debt. DDS = Domestic debt, INFR = Inflation rate, DDS = Debt
services

UR= Error term

Priori Expectation

Theoretically, the study expects external debt, domestic debt to have a positive
relationship with the economic growth while inflation rate and debt services to have a
negative relationship with the economic growth in Nigeria.

4. Results and Discussion of Findings
Table 1 Descriptive Statistics

LOGECDV_
$B INF_RATE

LOGDSER_
NB

LOGDDS_N
B

LOGEXDS_
NB

Mean 2.228137 19.41132 3.389913 3.102590 3.083441
Median 2.286111 12.71500 3.357501 3.130286 2.904080
Maximum 2.759048 72.84000 4.544503 4.726385 4.582289
Minimum 1.643453 5.380000 0.000000 1.446382 1.238046
Std. Dev. 0.383430 17.20005 0.688237 0.873160 0.672910
Skewness -0.150215 1.751906 -2.931200 -0.222844 -0.081058
Kurtosis 1.426237 4.863142 16.88013 2.121882 3.348021

Jarque-Bera 4.064398 24.93432 359.4572 1.535404 0.233384
Probability 0.131047 0.000004 0.000000 0.464078 0.889859

Sum 84.66921 737.6300 128.8167 117.8984 117.1708
Sum Sq. Dev. 5.439676 10946.14 17.52581 28.20908 16.75387

Observations 38 38 38 38 38

Source: Researcher’s computation 2025

The average economic development stood at 2.228 which is lesser than the medium
value of the economic development in Nigeria. The average mean of the inflation rate,
domestic debt stock, debt services, and external debt stock stood at 19.411, 3.1025,
3.3899, and 3.0834 respectively while they are greater than the median values. The
minimum values of the variables are less than that of the maximum values. The
probability values for the variables are significance except economic development,
except domestic and external debt. The Jarque-bera statistics indicates that none of
the variables show a departure from normality, the variables are considered to have a
normal distribution.

The result from table 2 is inferred, there is low correlation among the variables
regressed. GDP correlation coefficient of 1.000 and other variables are -.365 (INF
RATE), .332 (DSER), and .505(EXDS) are relatively below average except .88(DDS)
which above .5, the absent of multi-collinearity may be presumed as correlation
coefficient between slightly two of the variables are relatively small. We may say it
good for estimate.



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 11

Table 2 CORRELATION

LOGECDV_$B INF_RATE LOGDSER_NB LOGDDS_NB LOGEXDS_NB
LOGECDV_$B 1.000000 -0.365454 0.332362 0.887072 0.505400
INF_RATE -0.365454 1.000000 -0.053500 -0.311526 -0.146223
LOGDSER_NB 0.332362 -0.053500 1.000000 0.390313 0.296047
LOGDDS_NB 0.887072 -0.311526 0.390313 1.000000 0.811219
LOGEXDS_NB 0.505400 -0.146223 0.296047 0.811219 1.000000

Source: Researcher’s computation 2025

TABLE 3 ARDL Long Run Form and Bounds
Test

Variable Coefficient Std. Error t-Statistic Prob.

* p-value incompatible with t-Bounds distribution.

Levels Equation
Case 5: Unrestricted Constant and Unrestricted Trend

Variable Coefficient Std. Error t-Statistic Prob.

INF_RATE 0.004680 0.000761 6.146928 0.0005
LOGDSER_NB 0.231285 0.148034 1.562380 0.1622
LOGDDS_NB 0.567888 0.106787 5.317968 0.0011
LOGEXDS_NB -0.351142 0.030914 -11.35881 0.0000

EC = LOGECDV_$B - (0.0047*INF_RATE + 0.2313*LOGDSER_NB +
0.5679*LOGDDS_NB -0.3511*LOGEXDS_NB )

F-Bounds Test Null Hypothesis: No levels relationship

Test Statistic Value Signif. I(0) I(1)

F-statistic 16.64471 10%

Asymptotic:
n=1000
3.03 4.06

K 4 5% 3.47 4.57

From table 3, the results revealed a long run relationship among the variables as the
value of the f-statistics, 16.6447 of the bound test is greater than the upper and lower
bound at 5% level of significance. This shows that there is co-integration among the
variables. Thus, the null hypothesis of long run relationship is accepted and alternative
of no long run relationship was rejected.

The p-value for the prob. (f-statistic) is 0.000044 which is less than .05 at 0.05%
significance level, we reject the null hypothesis and conclude that the estimated model
is statistically significance. The coefficient of determination which is the adjusted R-
squared is 99.3 % and R-squared 99.8 % which indicates the independent variables
considered and the remaining variation captured by error term, therefore, we conclude
that our estimated model is a good fit and reliable for policy making.

The Durbin-Watson is 2.65 which is greater than 0.05 and falls within the acceptable
value.
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ARDL Stability Test

Ramsey RESET Test
Value Df Probability

t-statistic 0.443591 7 0.6707
F-statistic 0.196773 (1, 7) 0.6707

FIG.1

In order to test for serial correlation, the Breusch- Godfrey LM test was employed and
it thus suggests that there is no serial correlation in the residual of the model. Since
the null hypothesis of serial correlation is not rejected because the probability value
0.000 of the F statistics is less than 5% level of significance. Heteroskedasticity
problem was absent since the null hypothesis of no heteroscedasticity was rejected
because the probability value was 0.4 .

The results from table 4 asserted that economic growth is significant at .05 and
granger inflation rate while inflation rate is not significant .it did not granger economic
development. Debt servicing and economic development are not significant and did
not granger each other. Domestic debts and economic development are not significant
and granger. external debt and economic development are not significant and not
granger.

Table 4 Granger Causality test

Null Hypothesis: Obs F-Statistic Prob.

INF_RATE does not Granger Cause LOGECDV_$B 34 1.31618 0.2837
LOGECDV_$B does not Granger Cause INF_RATE 2.98225 0.0664

LOGDSER_NB does not Granger Cause LOGECDV_$B 34 0.11140 0.8950
LOGECDV_$B does not Granger Cause LOGDSER_NB 1.30893 0.2856

LOGDDS_NB does not Granger Cause LOGECDV_$B 34 2.63344 0.0889
LOGECDV_$B does not Granger Cause LOGDDS_NB 0.17546 0.8400

LOGEXDS_NB does not Granger Cause LOGECDV_$B 34 0.61110 0.5496
LOGECDV_$B does not Granger Cause LOGEXDS_NB 1.77076 0.1881

Source: Researcher computation,2025

5. Conclusion

This study examines the impact of Nigeria public debt on Nigeria economic growth,
secondary data collected from Central Bank of Nigeria statistical bulletin of 2025
analysed by ARDL (Auto-regressive Distributed Lag), descriptive statistics and granger
causality test also used. The non-stationarity test among the variables was carried
using Unit Roots.

External Debt and inflation have negative coefficient with the economic growth of
Nigeria which support Hadji 2020, Ajayi and Adewusi, 2020 and Eze,2019 while
domestic debt has positive coefficient with Nigeria economic growth supporting Ajay
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and Adewusi, 2020.

Debt servicing. Domestic debt and inflation rate are significance except debt servicing
at long run on Nigeria economic growth.

Domestic debts, debt servicing, and inflation have positive long run relationship with
economic growth except external debt.

5. Recommendations: To achieve better economic growth domestic debts policy
should be pursued and do away with external debt due to challenges of debt services
payments.

Moderate inflation rate should be maintained by monetary authorities to stabilize prices
and encourage exports production.
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Abstract

Good financial performance guarantees economic health of the organization, builds
credibility with the stakeholders and enhances the confidence of investors Evidence
from research has shown that poor financial performance characterized by low
profitability, negative cash flow have threatened the long-term viability and stability of
the firm. Research has further shown that not many listed ICT companies have
considered CEO attributes as drivers of good financial performance. This study
therefore investigated the impact of Chief Executive Officers’ attributes on financial
performance of listed information and communications technology (ICT) companies in
Nigeria. Chief Executive Officers’ attributes were disintegrated into Chief Executive
Officers’ political connection (PC), Chief Executive Officers’ tenure (CTE), Chief
Executive Officers’ educational qualifications (CEQ), Chief Executive Officers’
ownership (OWN), and Chief Executive Officers’ remuneration (REM) while financial
performance was captured using market value (MV). The study adopted ex post facto
research design to explore how Chief Executive Officers’ attributes impact financial
performance of ICT companies. The study employed secondary data collected from
financial statements of listed ICT companies for a period of thirteen (13) years from
2012 to 2024. The data were analyzed using panel least squares (PLS) regression
technique, and correlation analysis employed to derive meaningful insights. This was
carried out with the aid of the E-view 10.0 software and Excel package. Findings from
the study revealed that Chief Executive Officers’ political connection and Chief
Executive Officers’ tenure were found to have negative but insignificant impacts on
financial performance while Chief Executive Officers’ educational qualification, Chief
Executive Officers’ ownership and Chief Executive Officers’ remuneration were found to
have positive and significant impacts on financial performance. Thus, the study
concluded that CEO attributes enhanced financial performance in listed companies in
Nigeria The study recommended that listed ICT companies in Nigeria should prioritize
merit-based executive appointments and limit reliance on political connections in order
to enhance financial performance.

Keywords: Financial performance, Chief executive officer, Chief executive officer
political connection, Chief executive officer tenure , Chief executive officer educational
qualification, Chief executive officer ownership , Chief executive officer remuneration

1 Introduction
One of the core objectives of a company is profit maximization which thus defines the
level of corporate profitability as well as financial performance. According to Pham et al.
(2021), financial performance is seen as the extent to which financial targets have been
achieved. Kusumawardani et al. (2021) see corporate financial performance as ‘an
overview of the company's financial status report over a period of time to figure out how
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successful and profitable a company is in producing revenue.’ Arguably, financial
performance largely measures the wellness of the shareholders at the end of a period
than they were at start. The measurement of financial performance can majorly be
captured from two (2) approaches: accounting-based approach and market-based
approach (Ohidoa & Kolade, 2024). Accounting-based approach to financial
performance measurements suggests the short-term objective of the performance of
the corporation in financial terms. This approach is measured using ratios derived from
financial statements such as the statement of financial position, statement of profit or
loss and other comprehensive income as well as the statement of cash flows. These
ratios comprise of return on assets (ROA), return on equity (ROE), return on investment
(ROI)/return on capital employed (ROCE), gross profit margin (GPM), net profit margin
(NPM), return on stock (ROS), earnings per share (EPS), dividend per share (DPS).
Market-based approach to financial performance measurement implies the long-term
objective of the performance of the company in financial terms. This approach is
captured using stock return, share price, and market value (Ohidoa & Kolade, 2024).

These approaches enable the researcher to study the financial conditions (trend
analysis) of the corporation over time, the financial conditions of the different
operational units in the corporation (cross-sectional analysis) as well as the
comparative study of other companies (competitors) in the same line of business.
Low financial performance in ICT is churned out from weak revenues, high costs, and
inefficiencies. The main concerns are based on profitability and cash flow.
Consequences from low financial performance harms companies, investors,
stakeholders, capital markets confidence, and Nigeria’s economic growth. Nigeria’s
National Digital Economy Policy and NCC regulations has encouraged infrastructure
improvement but its enforcement has been inconsistent while high data costs and
erratic power supply continue to limit effectiveness.

Arguably, the extent to which the core objective of the corporation can be attained is
dependent on the corporate policy formulation and implementation by the upper
echelon team (board of directors), to which the Chief Executive Officer (CEO) is a
member. The corporate policy is attained by the CEO who is burdened with the day-to-
day activities of the corporation. The CEO is accountable to the board of directors
(BODs) as well as stakeholders and is burdened with the obligation of corporate value
optimization which may involve share price appreciation, market share acquisition, and
revenue generation (Yusuf &Yahaya, 2023). Consistent with this, stakeholders’
understanding of the future outcome and attainment of the corporate objective is
dependent on the attributes of the CEO which include age, tenure, female
representation, political affiliation, educational qualification, overconfidence, business
expertise, nationality, ethnicity, remuneration to mention but a few (Ahmad et al., 2022).
Yusuf and Yahaya (2023) stated that these attributes of the CEO play significant
impacts in the creation and attainment of corporate objective of shareholders’ wealth
maximization, planning and making fundamental corporate decisions, as well as
managing corporate undertakings (Ohidoa & Kolade, 2024).

Nigeria has struggled with high inflation rate and a rapidly depreciating Naira, thus
impacting the financial stability and economic growth of the country. The country faces
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challenges in managing debts burdens, with government predicted to use over a
quarter of its total public revenues to service debt in 2024. Efforts are underway to
manage debt burdens more efficiently, but high interest expenses pose challenges thus
thwarting fiscal consolidation efforts of government (Stren&Blan Partners, 2024).
Similarly, the ongoing global conflicts and tensions impact trade routes, commodity
prices, and investment flows (Price waterhouse cooper [PWC], 2024).

Prior indigenous studies (Ahmed, 2021; Aifuwa& Temidayo, 2022; Olaniyi &Obembe,
2017; Saidu, 2019; Yusuf &Yahaya, 2023) have examined the impact of chief executive
officers’ attributes on financial performance in Nigeria. For instance, Ahmed (2021)
explored the financial sector; Aifuwa and Temidayo (2022) explored the services (hotel
and tourism) sector; Olaniyi and Obembe (2017) studied the financial sector; Saidu
(2019) explored the financial sector; except for Yusuf and Yahaya (2023) who
examined 112 companies on the Nigerian Exchange Group (NGX), out of which six (6)
companies were in the ICT sector. Consequently, it is observed that due consideration
has not been geared towards the ICT sector.

The Purpose of this study include to:i. examine the impact of Chief Executive Officers’
political connection on financial performance of listed ICT companies in Nigeria;
ii.)ascertain the impact of Chief Executive Officers’ tenure on financial performance of
listed ICT companies in Nigeria; iii.) evaluate the impact of Chief Executive Officers’
educational qualification on financial performance of listed ICT companies in Nigeria; iv.)
determine the impact of Chief Executive Officers’ ownership on financial performance
of listed ICT companies in Nigeria; and iv.) investigate the impact of Chief Executive
Officers’ remuneration on financial performance of listed ICT companies in Nigeria.

2 Literature Review
2.1 Conceptual Framework
2.1.1 Financial Performance
According to Ali et al. (2020), appraisal of financial performance is a trendy
phenomenon in the field of Accounting and Finance, as accurate appraisal of the
financial status of the corporation tends to improve the corporate value and
performance. In the corporate environment, professionals see performance appraisal
as a significant gauge for efficiency and productivity which denote an implicit
measure of corporate existence (Ali et al., 2020). As market competition increases
globally, corporations are concerned with improving their financial status
so as to maintain good competitive stand internationally, stimulate and attract direct
foreign investments and retain sustainable economic and financial
advancement. According to Kajola (2008) and Ohidoa and Kolade (2024), financial
performance is a vital concept in the domain of

2.1.2. Chief Executive Officer
The Chief Executive Officer (CEO),also referred to as executive director, managing
director or the president,is the top-ranking officer of the company saddled with the
management of the company (Ilaboya & Obasi, 2018). The CEOis appointed to the
highest position in the corporation’s management team, and thus becomes answerable
for leading and monitoring the corporate undertakings from policy preparation,
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employment of needed personnel to articulating the policy as well as setting the
corporate objectives. For example, the late founder of Apple Company known as
Steven Paul Jobs, the founder of Microsoft known as Bill Gates, the founder of
Facebook known as Mark Zuckerberg, and the head and founder of the Dangote
conglomerates known as Aliko Dangote are good examples of CEOs on the global
record (Ilaboya & Obasi, 2018).

2.1.3 Chief Executive Officers’ Political Connection
Chief Executive Officers’ political connection is the tendency that the top executive
member(s) of a company is/are politicians, civil servants, members of parliament or
close associates to people in political offices. According to Khan et al. (2021), the
corporation’s performance is affected when it cannot maximize its available resources
thus resulting in the use of political influence by the CEO. That is, when a corporation
cannot use the available resources professionally, it may adversely impact corporate
performance; however, political connection of a CEO in a corporation as well as weak
managerial ability of politicians may reduce corporate performance (Boubakri et al.,
2012).

2.1.4 Chief Executive Officers’ Tenure
Tenure is the length of time an individual occupies a position of authority. In relation to
the CEO, tenure is the length of time the Chief Executive Officer (CEO) occupies such
position in a corporation. According to Darouichi et al. (2021), CEO tenure is ‘the time a
person spends in the CEO position’. CEO tenure is a fundamental attribute of the CEO
that foretells both the principles and actions of the CEOs in their time in office. The
CEOs make resolutions that largely influence corporate operations and undertakings;
however, an intense assessment of CEO tenure is imperative for evaluating the
performances as well as achievements of the CEOs.

2.1.5 Chief Executive Officers’ Educational Qualification
According to Lunkes et al. (2019) and Mukherjee and Sen (2022), Chief Executive
Officers who possess advanced educational qualifications (mainly in
Accounting/Finance or Management) tend to impact positively and ensure quality
human capital value for a corporation. The degree of education background largely
reveals an individual’s value system and rational choices (Hambrick 2007; Mukherjee &
Sen, 2022). Arguably, sound educational background of the CEOs largely impacts on
their corporate status and reputation thus aiding them to provide expertise and optimal
resolutions on corporate matters (Certo, 2003).

2.1.6 Chief Executive Officers’ Ownership
Ownership is a vital attribute of the CEO that impacts corporate strategic decision
processes. According to Ahmed (2021) and Moscu (2013), CEO ownership denotes the
proportion of corporation’s shares held by the CEO. Arguably, when a CEO owns a
substantial percentage of shares in a company, his/her interest in the corporation tends
to support those of external stockholders and; as a result, becomes less probable to
divert resources of the corporation from value maximization as the CEO tends to also
suffer any negative actions in the corporation. Consistent with this, CEO ownership is
deemed to be one of the good sources of power, both in theory and in practice (Onali et
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al., 2016; Saidu, 2019).

2.1.7 Chief Executive Officers’ Remuneration
Remuneration and compensation are used interchangeably (Anne, 2022; Nieman,
2018). According to Bernardin (2007), remuneration comprises all the returns that
employees of an organization get due to their association with the employer through
effective performance of their jobs that come in form of finances or benefits. Similarly,
executive compensation has to do with the financial earnings accruable to the
executive board members of corporations such as salaries, financial motivations as well
as employee benefits. Arguably, CEO remuneration has attracted attentions from
researchers as well as professionals and has become topical in relation to corporate
governance.

2.2 Theoretical Review
Upper Echelon Theory
Upper Echelons Theory (UET) was propounded by Hambrick and Mason (1984). The
UET posits that the formulation and implementation of sound strategic resolutions is
dependent on the quality of top management attributes. The fundamental ideologies of
UET stem from leap rationality theory which states that the decision-making capability
of top management team is not completely centered on rational motives as these
cannot capture all significant facts relating to the corporate operations (Abdul et al.,
2021). As a result, top management team are largely emotive when making corporate
decisions (Hambrick& Mason, 1984), which suggests that the study of CEO attributes
must reflect the hitches of gauging and the emotional alertness of the CEOs.

Resource Dependence Theory
The proponents of Resource Dependence Theory (RDT) are Pfeffer and Salancik
(1978). The ultimate notion of the theory is that dependence on core and significant
resources impacts corporate undertakings as well as decisions (Werner, 2008). That is,
RDT postulates that corporations arguably rely on external sources of financial
resources, physical resources, as well as accurate data for survival. Consequently, the
resources the corporations rely on the most are the very ones that exert the highest
impact on the organization (Pfeffer & Salancik, 2003). Similarly, corporate settings are
also critical factors to be considered in formulating corporate policies as well as
managerial procedures as corporations are unavoidably influenced by the conditions in
the corporate environment.

2.3 Empirical Review
Altarawneh et al. (2023) investigated the influence of CEO characteristics and political
connections on investment efficiency of three hundred and fifteen (315) non-financial
companies listed in Malaysia for the period of five (5) years from 2014 to 2018. CEO
characteristics were decomposed into CEO age, CEO gender diversity, CEO title, CEO
nationality, CEO founder; political connection was taken as a moderating variable while
investment efficiency was measured using Tobin Q. The data collected were analysed
using panel regression technique and showed a negative and significant relationship
between CEO political connection and investment efficiency (Tobin Q) in Malaysia. The
main drawback of the study was that it focused only on the non-financial sector without
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considering the financial sector of the economy.
Zaidi et al. (2021) studied the nexus between CEO financial education and bank
performance of one hundred and fifty-two (152) banks in Tunisia for the period of three
(3) years from 2017 to 2019. The data assembled were analysed using the regression
technique and revealed a positive and significant connection between CEO educational
qualification and financial performance in Tunisia. The study is sector-based and as a
result, its findings can only be applicable to companies in the same sector (financial
sector).

Ali et al. (2022) examined the nexus between CEO attributes, investment decisions,
and firm performance of listed non-financial companies in Pakistan. CEO ownership
was taken as a measure of CEO attributes while firm performance was captured using
ROA. The data collected were analysed using the panel regression technique and
revealed a positive and significant relationship between CEO ownership and financial
performance in Pakistan.

Mukherjee and Sen (2022) investigated the nexus between CEO attributes and
corporate reputation, financial performance, and corporate sustainable growth of one
hundred and thirty-eight (138) non-financial corporations in India for the period of eight
(8) years from 2011 to 2018. The data collected were analysed using panel regression
technique and established a positive and significant link between CEO remuneration
and financial performance in India.

Mutie and Kibe (2024) analyzed how CEO tenure affects the financial performance of
manufacturing companies in Bangladesh The study used a longitudinal methodology
based on quantitative approach. The target population comprised of 15 manufacturing
companies. The quantitative data was analyzed using descriptive statistics. Eviews 10
was used to carry out the regression The results of the analysis indicated CEO tenure
had a positive and statistically significant influence on the financial performance of
manufacturing companies in Bangladesh.

Altarawneh et al. (2023) centered on non-financial firms in Malaysia, restricting a
general sectoral view , while Zaidi et al. (2021) focused on banks in Tunisia limiting
applicability across industries. Similarly, Ali et al. (2022) and Mukherjee and Sen (2022)
evaluated isolated CEO characteristics within non-financial firms in Pakistan and India,
respectively, without combining multiple characteristics. Mutie and Kibe (2024) further
did a limited research with the use of a small manufacturing sample in Bangladesh.
Collectively, there is an absence of comprehensive, analysis within a single framework
and does not explore ICT firms in emerging economies like Nigeria, creating a
methodological gap in the literature.

3 Methodology
The ex post factoresearch design was employed in investigating the impact of Chief
Executive Officer’s attributes on financial performance of listed ICT companies in
Nigeria for the period of thirteen (13) years from 2012 to 2024. This design was used in
this study because the study sought to determine the impact of the attributes of the
CEOs on financial performance using existing data contained in the companies’ annual
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reports in relation to the regressors and the regress and (financial performance).
Model Specification
A model is a mathematical representation of fact. Thus, Ahmed (2021) explored the
relationship between Chief Executive Officer’s characteristics and financial
performance of listed insurance companies in Nigeria using the following model:
ROAit=
β0+β1CGENit+β2CEDULit+β3COWNit+β4FSIZEit+β5LEVit+β6FAGEit+εit.................................... (3.1)
Where:
ROA = Return on asset;
CGEND = CEO Gender;
CEDUL = CEO Educational Level;
COWN = CEO Share Ownership;
FSIZE = Firm Size;
LEV = Leverage;
FAGE = Firm Age;
β0 = Fixed intercept;
β1-6 = Coefficients or parameters of the proposed estimates;
ε = Error Term;
i = Firm;
t = time;

Following from the upper echelon theory on which this study is anchored, this
study adapted the model by Ahmed (2021) and improved on the model by adding CEO
political connection, CEO remuneration and market value (MV, a measure of financial
performance) to suit the study. Thus, the functional model specification for this study is
stated as follows:
Financial Performance = f (Chief Executive Officers’
Attributes)..............................................(3.2)
Financial Performance = f (PC,CTE, CEQ, OWN,
REM).......................................................... (3.3)

Flowing from the functional model, the econometric model is specified thus:
MVit = βo+β1PCit+β2CTEit+β3CEQit+β4OWNit+β5REMit+ʯit................................................................... (3.4)
Where:
MV = Market Value (a Proxy of Financial Performance);
PC = CEO Political Connection;
CTE = CEO Tenure;
CEQ = CEO Educational Qualification;
OWN = CEO Ownership;
REM = CEO Remuneration;
ʯ = The Stochastic Error Term;
i = Company;
t = Period Covered;
β0 = Intercept;
β1, β2, β3, β4, β5, β6 = Parameter Estimates;
a priori expectations are β1>0, β2<0, β3>0, β4>0, β5>0and β6>0 which suggests that the
regressors are anticipated to have positive and significant relationship with financial
performance (i.e good predictors of financial performance), except for CEO tenure,
specifically to be consistent with existing theory (upper echelon theory) on which this
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study is anchored. Thus,
β1>0: a rise in CEO political connection will increase financial performance.
β2<0: an increase in CEO tenure will decrease financial performance.
β3>0: a unit rise in CEO educational qualification will increase financial performance.
β4>0: a rise in CEO ownership will increase financial performance.
β5>0: a rise in CEO remuneration will increase financial performance.

4.1 Data Analysis and Results
The tests results are provided as follows;

Table 4.1: Correlation Analysis
Correlation
Probability MV PC CTE CEQ OWN REM
MV 1.000

PC -0.021 1.000
0.829 -----

CTE 0.413 0.046 1.000
0.000 0.638 -----

CEQ 0.277 -0.267 0.251 1.000
0.004 0.006 0.009 -----

OWN 0.414 0.362 0.132 -0.004 1.000
0.000 0.000 0.180 0.964 -----

REM 0.853 -0.051 0.450 0.155 0.371 1.000
0.000 0.603 0.000 0.115 0.000 -----

Source: Researcher’s Computation (2025)
The correlation matrix showed in Table 4.2 revealed the degree of relationship between
the independent variables and the dependent variable (MV). Certainly, the relationship
between a variable and itself is one (1). In addition, Table 4.2 revealed that the
relationship between MV and PC is negative and weak based on a correlation
coefficient of -0.021. The relationship between MV and CTE is positive and strong
based on the correlation coefficient of 0.413. The relationship between MV and CEQ is
positive and strong based on a correlation coefficient of 0.277. Also, the relationship
between MV and OWN is positive and strong based on a correlation coefficient of 0.414.
The relationship between MV and REM is positive and strong based on a correlation
coefficient of 0.853. Based on these values, it is evidenced that there is absence of
multicollinearity in the model as the correlation coefficients are less than 0.90 (90%).In
terms of the relationship among the independent variables, the study observed that the
strongest relationship is between REMand CTE with correlation coefficient of 0.450
while the least is between CEQ and PC with correlation coefficient of -0.267.
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4.2 Diagnostic Test
In this study, the following post diagnostic tests were carried out. The results are
presented as follows:
Table 4.2:
Variance Inflation Factor (VIF)

Coefficient Uncentered Centered
Variable Variance VIF VIF
C 0.049 9.218 NA
PC 0.045 1.648 1.331
CTE 0.001 3.724 1.349
CEQ 0.035 1.522 1.170
OWN 0.000 3.204 1.413
REM 0.001 13.217 1.520

Source: Researcher’s Computation (2025)

The test of variance inflation factor results demonstrate the absence of the problem of
collinearity of the regression variables. The centred variance inflation factors for all the
variables are all grouped around the value of 1.00, indicating that multicollinearity does
not exist.

4.3 Estimation Results
The estimated method for fixed and random effects models was sued. Yet, in order to
decide which is most suitable. The Hausman’s Test was used, and the outcome is
displayed below:
Table 4.3: Hausman Test Result
Correlated Random Effects-Hausman Test
Correlated Random Effects - Hausman Test
Test Summary Chi-Sq. Statistic Chi-Sq. d.f. Prob.
Cross-section random 2.049 5 0.842

Source: Researcher’s Computation (2025)
The correlated Hausman test showed a Chi-Squares statistic of 2.049 with an
associated p-value of 0.842. The result revealed that the random effect model is more
efficient as the p-value is greater than 5% i.e 0.842> 0.05 residuals in the hypotheses.

Table 4.4: Test of Heteroscedasticity
Heteroskedasticity Test: Breusch-Pagan-Godfrey
F-statistic 1.282 Prob. F(5,98) 0.277
Obs*R-squared 6.388 Prob. Chi-Square(5) 0.270
Scaled explained
SS 13.791 Prob. Chi-Square(5) 0.017

Source: Researcher’s Computation (2025)

The test of heteroscedasticity was carried out using Breuch-Pagan-Godfrey panel
cross-section LR test. The test revealed an Obs*R-squared value of 6.388 and a
probability value of 0.270. This is consistent with the homoscedastic residuals as the
Chi-Square p-value is greater than the benchmark of 0.05. This indicates that there is
no evidence ofheteroscedasticity in the model.
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Table 4.5
Panel Estimation Output
Variable Fixed Effect Model (FEM) Random Effect Model (REM)

Coefficient Prob. Coefficient Prob.
C 0.086 0.704 0.086 0.704
PC -0.191 0.468 -0.191 0.468
CTE -0.032 0.247 -0.032 0.247
CEQ 0.742 0.000 0.742 0.000
OWN 0.052 0.024 0.052 0.024
REM 1.106 0.000 0.106 0.000
R-squared 0.969 0.969

Adjusted R-squared 0.965
0.965

S.E. of regression 0.536 0.536
Sum squared resid 26.197 26.197
Log likelihood -75.876 -75.876
F-statistic 237.761 237.761
Prob(F-statistic) 0.000 0.000
Durbin-Watson stat 1.572 1.972

Source: Researcher’s Computation (2025)

Based on the correlated Hausman test Chi-Squares statistic of 2.049 and a probability
value (p-value) of 0.842, the random effect model is more efficient as the p-value is
greater than 5% i.e 0.842>0.50 residuals in the hypotheses. Consistent with the
random effect panel least squares (PLS) regression output,the R-Squared of the model
is 0.969 (96.9%) with an adjusted R-Squared of 0.965 (96.5%). This puts forward that
the observed independent variables explained 96.5% systemic variation in the
dependent variable (MV). The balance of 3.5 percent represent the other independent
variables that were not explained in this research.

The F-statistic value of 237.761 with an associated p-value of 0.000that is significant at
1%. This indicates that there is a significant linear relationship between the dependent
variable (MV) and the independent variables. The Durbin-Watson (DW) statistics of
1.972 revealed the absence of autocorrelation in the model. The coefficients and p-
values of the five (5) independent variables (PC, CTE, CEQ, OWN, and REM)employed
in the study are presented as follows: -0.191 (0.468), -0.032 (0.247), 0.742 (0.000),
0.052 (0.024), and 0.106 (0.000) respectively. The outcome revealed that PC has a
negative but insignificant relationship with MV, this means that the null hypothesis is
accepted, which implies that a significant relationship exist before Chief Executive
Officers’ political connection and financial performance. CTE has a negative but
insignificant relationship with MV, this means that the null hypothesis is accepted,
which implies that a significant relationship exist before Chief Executive tenure and
financial performance. CEQ has a positive and significant relationship with MV,OWN
has a positive and significant relationship with MV, and REM has a positive and
significant connection with MV, this means that the null hypothesis is rejected.

4.3 Discussion of Findings
Chief Executive Officers’ political connection (PC) showed a negative but insignificant
impact on financial performance (MV), which denotes that as PC decreases; there is no
significant increase in financial performance. This does not align with the apriori
expectation (β1>0). This implies that when a CEO has a weak political affiliation, the
company’s social growth tends to decline but this has no significant impact on its
financial performance. This, of course, results in inefficient decision-making as weak
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politically connected CEOs might prioritize their personal interests over business
decisions, thus leading to suboptimal outcomes. This can also result in governance
issues as weak political affiliations can worsen governance problems, ultimately
decreasing firm performance. Similarly, it can also result in excessive leverage and
poor financial reporting as companies with weak politically connected boards tend to
have higher debt levels and lower quality financial reporting. This finding is inconsistent
with the findings of Altarawneh et al. (2023), Ding et al. (2014), Disli et al. (2013), Hung
et al. (2017), Najaf and Najaf (2021), Wu et al. (2018), and Saleh et al. (2020).

Chief Executive Officers’ tenure (CTE) was revealed to have a negative but insignificant
impact onfinancial performance (MV),which signifies that as CTE decreases, there is
nosignificant increase in financial performance. This is consistent with the a priori
expectation (β2<0). Following from the finding, it can be argued that long-tenured CEOs
might become complacent, thus leading to decreased innovation and adaptability. Also,
CEOs with longer tenure might be less open to new ideas and strategic changes, and
might surround themselves with similar-minded individuals, thus limiting diverse
perspectives. Consistent with this, companies might consider CEO succession planning
to inject fresh perspectives and ideas. In the same vein, board of directors might need
to more closely monitor CEO performance and tenure to ensure optimal financial
performance. The result supports the findings of Ahmad et al. (2022), Chandren et al.
(2021), Mukherjee and Sen (2022), Rehman et al. (2021), and Yusuf and Yahaya
(2023)but contradicts the findings ofAfrifa and Tauringana (2015), Garcia-Blandon et al.
(2019), Lindeman (2019), Merika et al. (2016), Van Ness et al. (2010) and Mutie and
Kibe (2024).

Chief Executive Officers’ educational qualification (CEQ) was revealed to have a
positive and significant impact on financial performance (MV),which signifies that as
CEQ increases, there is a corresponding increase in financial performance. This finding
is consistent with the a priori expectation (β3>0).Flowing from the finding, it can be
debated that improvement in financial performance of ICT firms is dependent on the
soundness and quality of the educational history of the CEOs. This finding suggests
that CEOs with higher educational qualifications might possess better analytical and
problem-solving skills, leading to more informed decision-making. Generally, impacts
on corporate status as well as reputation aid financial performance thus implying that
the educational history of CEOs can guarantee expertise and optimal resolutions on
corporate matters. The result supports the findings of Gottesman and Morey (2010),
Lindorff and Prior-Jonson (2013), Ofe (2012), and Ying and Mei (2014)but contradicts
the findings ofAifuwa and Temidayo (2022), Ghardallou et al. (2020), Jalbert et al.
(2010), Khan et al. (2021), Kokeno and Muturi (2016), Saidu (2019), and Zaidi et al.
(2021).

Chief Executive Officers’ ownership (OWN) was revealed to have a positive and
significant impact on financial performance (MV),which indicates that as OWN
increases, there is a corresponding increase in financial performance. This finding
aligns with the a priori expectation (β4>0).Consistent with the finding, it can be argued
that the CEO stake (shareholding percentage i.e his/her financial interest) might be
substantial enough to significantly influence financial performance. This is because the
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CEO may resolve to optimally employ the resources of the companyto improve the
company’s performance thus jettisoning personal interest. The result supports the
findings of Ahmed (2021), Ali et al. (2022), Duong (2022), Saidu (2019), and Onali et al.
(2016)but contradicts the findings of Adams et al. (2005), Fahlenbrach (2009),
Kaczmarek et al. (2014), Limbach et al. (2016), and Tan et al. (2001).

Chief Executive Officers’ remuneration (REM) was revealed to have a positive and
significant impact onfinancial performance (MV),which suggests that as REM increases,
there is a corresponding increase in financial performance. This aligns with the a priori
expectation (β5>0). Flowing from the research finding, it can be inferred that the CEOs
are generally compensated and encouraged to act in accordance with the corporate
objective of improving or maximizing shareholder wealth. The result is consistent with
the findings of Hussam and Al-Shammari (2021), Ismail et al. (2014), Kweh et al. (2022),
Mukherjee and Sen (2022), Rahman and Muhammad (2019), and Rijamampianina
(2019)but contradicts the findings of Nieman (2018) and Olaniyi and Obembe (2017).

5.1 Summary of Findings
The model produced the following findings based on the analysis:
1.Chief Executive Officers’ political connection has a negative but insignificant impact
on financial performance of listed ICT companies in Nigeria.
2. Chief Executive Officers’ tenure has a negative but insignificant impact on financial
performance of listed ICT companies in Nigeria.
3. Chief Executive Officers’ educational qualification has a positive and significant
impact on financial performance of listed ICT companies in Nigeria.
4. Chief Executive Officers’ ownership has a positive and significant impact on financial
performance of listed ICT companies in Nigeria.
5. Chief Executive Officers’ remuneration has a positive and significant impact on
financial performance of listed ICT companies in Nigeria.

5.2 Conclusion
The broad objective of the study is to investigate the impact of Chief Executive Officers’
attributes on financial performance of listed ICT companies in Nigeria. Precisely,
financial performance is a topical subject of discourse which will continue to draw the
attentions of scholars as well as other stakeholders in the Nigerian economy due to its
significance. Also, the relevant theories reviewed (upper echelon theory and resource
dependence theory) have shown the significance of financial performance to the
interest of all stakeholders. Consequent upon the numerous reviews, results of analysis,
interpretations and hypotheses tested, the study found that CEO political competition
has a negative but insignificant impact on financial performance; CEO tenure has a
negative but insignificant impact on financial performance; CEO educational qualification,
CEO ownership and CEO remuneration have positive and significant impacts on
financial performance in Nigeria. Flowing from the empirical findings, the study
concludes that CEO educational qualification, CEO ownership, and CEO remuneration
are good predictors of financial performance while CEO political competition and CEO
tenure are not good predictors of financial performance in Nigeria.
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5.3 Policy Recommendations
Having investigated the impact of Chief Executive Officers’ attributes such as PC,

CTE, CEQ, OWN, and REM on financial performance of listed ICT companies in
Nigeria and, flowing from the research findings, this study thus provides the resulting
policy recommendations that:

1. Listed ICT companies in Nigeria should prioritize merit-based executive
appointments and limit reliance on political connections, since such connections do not
meaningfully enhance financial performance.

2. Boards of listed ICT companies should regularly review CEO tenure and
performance to prevent potential inefficiencies associated with prolonged leadership,
even though its effect on financial performance is not significant.

3. ICT firms should emphasize the recruitment and continuous development of highly
educated CEOs, as strong educational qualifications significantly enhance financial
performance.

4. Companies should encourage appropriate equity ownership by CEOs to align
managerial interests with shareholders, given its significant positive effect on financial
performance.

5. Boards should design competitive and performance based remuneration packages
for CEOs to sustain motivation and improve the financial performance of listed ICT
companies in Nigeria.

6. Contribution to Future Research

Future research should analyze relevant factors, industry variables, and governance
mechanisms impacting CEO attributes, use longitudinal data, evaluate avenues, and
compare ICT sectors across various countries to validate and generalize findings.

REFERENCES
Abdul, R., Ji, C. J., Alam, R., Muhammad, Z., Muhammad, A., Kashif, S., & Shams, U.

R. (2021). Unravelling the nexus between CEO characteristics and financial
performance in Pakistani listed firms. International Journal of Innovation,
Creativity and Change, 15(6), 65 - 91.

Adams, R. B., Almeida, H., & Ferreira, D. (2005). Powerful CEOs and their impact on
corporate performance. Review of Financial Studies, 18(4), 1403 –
1432. doi:10.1093/rfs/hhi03010.1093/rfs/hhi030

Afrifa, G. A., & Tauringana, V. (2015). Corporate governance and performance of UK
listed small and medium enterprises. Corporate Governance, 15(5), 719 – 733.
https://doi.org/10.1108/CG-03-2015- 0029

Ahmed, A. D. (2021). Effect of CEO characteristics on financial performance of listed
insurance companies in Nigeria. Journal of Global Economics, Management and
Business Research, 13(4), 108 - 115.

Aifuwa, H. O., & Temidayo, P. G. (2022). Do CEO gender and educational background
affect the financial performance of hotels in Nigeria? Annals of Spiru Haret
University. Economic Series, 22(1), 357 – 370. doi:
https://doi.org/10.26458/22123



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 28

Ali, R., Rehman, R. U., Suleman, S., & Ntim, C. G. (2022). CEO attributes, investment
decisions, and firm performance: New insights from upper echelons
theory. Managerial and Decision Economics, 43(2), 398 - 417.

Altarawneh, M., Wan Adibah, W. I., Shafie, R., Kamarudin, K. A., & Zarefar, A. (2023).
The impact of CEO characteristics and political connections on investment
efficiency: Evidence from an emerging market. Management and Accounting
Review, 22(3), 81 – 116.

Anne, O., K’obonyo, P., & Muindi, F. (2022).CEO’S compensation as a function of
financial performance, customer satisfaction and firm’s internal processes:
Moderating effect of firm size in Kenya. African Journal of Emerging Issues
(AJOEI), 4(1), 117 – 135. https://www.ajoeijournals.org

Bernardin, J. (2007). Human resource management: An experiential approach. 3rd ed.,
Tata McGraw-Hill Publishing Co., New Delhi.

Boubakri, N., Cosset, J. C., & Saffar, W. (2012). The impact of political connections on
firms’operating performance and financing decisions. Journal of Finance and
Research, 35, 397–423. doi: 10.1111/j.1475-6803.2012.01322.x

Certo, S. T. (2003). Influencing initial public offering investors with prestige: Signalling
with board structures. Academic Management Journal, 28(3), 432 –
446. https://doi.org/10.5465/amr.2003.10196754

Darouichi, A., Kunisch, S., Menz, M., & Cannella, A. A. Jr (2021). CEO tenure: An
integrative review and pathways for future research. Corporate Governance: An
International Review,29(1), 1 – 23. https://doi.org/10.1111/corg. 12396

Ding, S., Jia, C., Wilson, C., & Wu, Z. (2014). Executive political connections on firm
performance in China. Int. Rev. Financial Anal., 36, 120–130.

Fahlenbrach, R. (2009). Founder-CEOs, investment decisions, and stock market
performance. Journal of financial and Quantitative Analysis, 44(2), 439 - 466.

Garcia-Blandon, J., Argilės-Bosch, J. M., & Ravenda, D. (2019). Exploring the
relationship between CEO characteristics and firm performance. Journal of
Business Economics and Management, 20(6), 1064 –
1082. https://doi.org/10.3846/jbem.2019.10447

Ghardallou, W., Borgi, H., & Alkhalifah, H. (2020). CEO characteristics and firm

301. https://doi.org/10.13106/jafeb.2020.vol7.no11.291.
Gottesman, A. A., & Morey, R. M. (2010). CEO educational background and firm

performance. Journal of Applied Finance, 20(2), 70– 82
Hambrick, D. C. (2007). Upper echelon theory: An update. Academic Management

Review, 32(2), 334 – 343.
Hung, C. H. D., Jiang, Y., Liu, F. H., Tu, H., & Wang, S. (2017). Bank political

connections and performance in China. Journal of Financial Stability, 32, 57 - 69.
https://doi.org/10.1016/j.jfs.2017.09.003

Ilaboya, O. J., & Obasi, R. (2018). CEO attributes and accounting numbers. Nigerian
Academy of Management Journal, 13(1), 13-25.

Kaczmarek, S., Kimino, S., & Pye, A. (2014). Interlocking directorships and firm
performance in highly regulated sectors: The moderating impact of board
diversity. Journal of Management & Governance, 18(2), 347 – 372.
https://doi.org/10.1007/ s10997-012-9228-3.

Kajola, S. O. (2008). Corporate governance and firm performance: The case of
Nigerian listed firm. European Journal of Economics, Finance and Administrative
Science, 14, 45 - 67.

Kokeno, S. O., & Muturi, W. (2016). Effects of chief executive officers’ characteristics
on the financial performance of firms listed at the Nairobi Securities Exchange.
International Journal of Economics, Commerce and Management, 5(7), 307 –
318.

performance: a study of Saudi Arabia listed firms. Journal of Asian Finance,
Economics and Business, 7(11), 291 –



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 29

Kusumawardani, A., Haat, M. H. C., Saputra, J., Yusliza, M. Y., & Muhammad, Z.
(2021). A review of corporate financial performance literature: A mini-review
approach. Proceedings of the 11th Annual International Conference on Industrial
Engineering and Operations Management Singapore, March 7-11, 2021

Limbach, P., Schmid, M., & Scholz, M. (2016). Do CEOs matter? Corporate
performance and the CEO life cycle. Working Papers on Finance No. 2015/11,
Swiss Institute of Banking and Finance (S/BF – HSG).

Lindeman, T. (2019). CEO characteristics and firm performance. Master’s Dissertation,
University of Vaasa.

Lindorff, M., &Prior-Jonson, E. (2013). CEO business education and firm financial
performance: A case for humility rather than hubris, 55(4/5), 461 -
477. https://doi.org/10.1108/00400911311326072

Lunkes, R. J., Pereira, B. S., Santos, E. A., & Rosa, F. S. (2019). Analysis of the
relationship between the observable characteristics of CEOs and organizational
performance. Contaduría y Administración, 64(4), 1 –
22. https://doi.org/10.22201/fca.24488410e.2018.1785

Merika, A., Triantafyllou, A., Kalogeropoulou, S., & Kalokairinos, E. (2016). The causal
relationship between CEO tenure and firm financial performance in the shipping
industry. Conference: EFMA.

Moscu, R. G. (2013). Does CEO duality really affect corporate performance?
International Journal of Academic Research in Economics and Management
Sciences, 2(1), 156 - 166.

Mukherjee, T., & Sen, S. S. (2022). Impact of CEO attributes on corporate reputation,
financial performance, and corporate sustainable growth: Evidence from India.
Financial Innovation, 8(40), 1 - 50. https://doi.org/10.1186/s40854-022-
00344-7

Mutie, K., & Kibe, D (2024), The Impact of Information and Communication
Technology Investments on the performance of Lebanese Banks. European
Research Studies Journal, 21(4), 435-45

Ofe, H. A. (2012). Chief executive officer’s (CEO’s) educational background and firm
performance: An empirical study on manufacturing and IT listed firms in the
Stockholm Stock Exchange. Published Master’s Thesis, Umea School of
Business and Economics

Ohidoa, T., & Kolade, A. M. (2024). Executive compensation and firms’ financial
performance: Analytical approach in Nigeria. KIU Journal of Social Sciences,
10(1), 283 – 295.

Olaniyi, C. O., & Obembe, O. B. (2017). Determinants of CEO pay: Empirical evidence
from Nigerian quoted banks. International Journal of Business Performance
Management, 18(3), 327 – 349.

Onali, E., Galiakhmetova, R., Molyneux, P., & Torluccio, G. (2016). CEO power,
government monitoring, and bank dividends. Journal of Financial
Intermediation, 27, 89 - 117.

Pfeffer, J., & Salancik, G. R. (1978). The external control of organisations: A resource
dependence perspective. Harper & Row.

Pfeffer, J., & Salancik, G. R. (2003). The external control of organizations: A resource
dependence perspective. Stanford University Press.

Pham, D. C., Do, T. N. A., Doan, T. N., Nguyen, T. X. H., & Pham, T. K. Y. (2021). The
impact of sustainability practices on financial performance: Empirical evidence
from Sweden. Cogent Business & Management, 8(1), 1 - 19. DOI:
10.1080/23311975.2021.1912526

Price waterhouse cooper (2024). Nigeria economic outlook: Navigating economic
reforms. https://www.pwc.com/ng/en/assets/pdf/strategy-economic-outlook.pdf

Rahman, M., & Muhammad, T. (2019). The impact of CEO’s compensation on firm’s
performance: Empirical evidence from listed banks of Bangladesh. Journal of



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 30

Banking and Financial Services, 11(1), 149 – 170.
Rijamampianina, R. (2019). Executive compensation and firm performance: A non-linear

relationship. Problems and Perspectives in Management, 17(2), 1 - 17.
doi:10.21511/ppm.17(2).2019.01

Saidu, S. (2019). CEO characteristics and firm performance: Focus on origin, education and
ownership. Journal of Global Entrepreneurship Research, 9(1), 1 - 15.
https://doi.org/10.1186/s40497-019-0153-7.

Saleh, M. W. A., Shurafa, R., Shukeri, S. N., Nour, A. I., Maigosh, Z. S. (2020). The effect of
board multiple directorships and CEO characteristics on firm performance: Evidence
from Palestine. Journal of Accounting in Emerging Economies, 10(4), 637 - 654. DOI
10.1108/JAEE-12-2019-0231

Tan, R. S. K., Chng, P. L., & Tan, T. W. (2001). CEO share ownership and firm performance.
Asian Pacific Journal of Management, 18, 355 – 371.

Van Ness, R. K., Miesing, P., & Kang, J. (2010). Board of director composition and financial
performance in a Sarbanes-Oxley world. Academy of Business and Economics Journal,
10(5), 56 - 74.

Wu, H., Li, S., Ying, S. X., & Chen, X. (2018). Politically connected CEOs, firm performance,
and CEO pay. Journal of Business Research, 91, 169 – 180.

Ying, C. H., & Mei, Y. C. (2014). CEO education and firm performance: Evidence from Hong
Kong. Published B. Sc. Project, Hong Kong Baptist University Hong Kong.

Yusuf, M. J., & Yahaya, O. A. (2023). CEO attributes and financial performance of listed firms in
Nigeria. International Journal of Economics, Finance and Management Sciences, 11(2),
112 – 124. doi: 10.11648/j.ijefm.20230502.12

Zaidi, N., Azouzi, M. A., & Sadraoui, T. (2021). CEO financial education and bank performance.
Journal of Entrepreneurship Education, 24(2), 1 – 20.



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 31

PUBLIC SPENDING DYNAMICS AND ECONOMIC GROWTH IN
NIGERIA: AN EMPIRICAL ANALYSIS.

Abstract

Maliki Oshorenua Taiye1 &amp; Abiala Anuoluwapo Felicia2

Oshorenua.maliki@federalpolyilaro.edu.ng,

abiala.anuolwapo@federalpolyilaro.edu.ng

+2348144558183, +09037588763

Department of Business Administration and Management1

Department of Marketing 2

Federal Polytechnic, Ilaro

Ogun State, Nigeria

Public expenditure plays a significant role in improving the economic performance of
any country particularly developing countries like Nigeria where fiscal policy in its
growth and development. despite the increase in government spending, the growth in
the has remains unstable, affecting the effectiveness of public allocation of resource.
Against his background, the study, therefore, examined the relationship between public
spending components and economic growth in Nigeria, focusing on the influence of
capital expenditure, recurrent expenditure, and inflation rate on the gross domestic
product (GDP). Using time series data covering ht period 1994-2023. A sample period
of 30 years was selected, and data were analyzed using multiple regression analysis
the examine the effects of capital expenditure, recurrent expenditure and inflation on
Gross Domestic Product. The resulted indicated that capital expenditure had a
significant negative effect on GDP (β = -19.8039, p = 0.0262), suggesting inefficiencies
and misallocation in public investment projects. Conversely, recurrent expenditure
showed a significant positive impact on GDP (β = 23.9055, p = 0.0000), implying that
operational spending, including salaries and maintenance, stimulates economic
activities and supports growth. Inflation rate exerted a significant negative influence on
GDP (β = -1322.020, p = 0.0452), indicating that rising price levels hinder economic
performance. The model demonstrated a strong explanatory power with an R² of 0.974,
confirming that 97.4% of variations in GDP were explained by public spending
dynamics. The study concluded that while recurrent expenditure promotes economic
growth, inefficiencies in capital expenditure and inflation undermine Nigeria’s economic
performance. Among others, the study recommended that the government should
strengthen transparency and accountability in capital project execution to ensure
effective resource utilization and foster sustainable growth.

Keywords: Capital expenditure, Economic growth, Gross domestic Product, Inflation
rate, Public spending, Recurrent expenditure.

1.0 Introduction
The performance of an economy is always measured by its capacity to sustain
increases in output of goods and services over time, a process commonly described as
economic growth. Economic growth is considered a key indicator of the economic
performance of any nation because it reflects improvements in productivity, income
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levels, and living standards (Ajayi, Alase & Ilugbusi, 2024). Sustained economic growth
plays an important role in improving employment opportunities, reducing poverty, and
enhancing citizens' welfare. Countries that achieve stable economic growth are better
positioned to invest in infrastructure, education, and healthcare, which further promotes
development (Ochieka, 2025).

Despite being the largest economy in Africa, Nigeria has continued to experience
unstable and relatively slow economic growth due to structural challenges such as
overdependence on crude oil, inadequate infrastructure, corruption, and policy
inconsistencies (Aniebo, 2025). Poor economic growth has serious implications for
Nigeria’s economy. It contributes to rising unemployment, increasing poverty levels, low
industrial productivity, and weak economic diversification. According to the World Bank
(2025), a significant proportion of Nigerians still live below the poverty line despite the
country’s large resource base.

One important policy instrument used by governments to control economic activity is
public spending. Government expenditure on infrastructure, education, healthcare, and
other productive sectors can stimulate aggregate demand and improve productive
capacity in the economy (Musgrave & Musgrave, 1989).

Public spending means the money that a government spends in the economy. Each
level of government encounters issues of fraud and misleading information, right from
city or town councils through to federal organizations. Government spending on
production is intended to generate future outcomes. Thus, public infrastructure
investment, investment in education, and investment in health care are key economic
policy instruments. Public expenditure enhances socio-economic activity in Nigeria. The
government can devote funding through public expenditure in order to develop
infrastructure, promote social welfare and economic activities across various sectors of
the economy (Magaji, 2020). In recent years, there has been heightened funding by the
Nigerian government which shows their level of commitment. In 2020, about ₦10.81
trillion was spent by the government as total expenditure, which includes about ₦2.49
trillion for capital expenditure and ₦4.84 trillion for recurrent expenditure (Federal
Ministry of Finance, Budget and National Planning, 2021). These expenditures have
created the environment necessary for future economic growth. For example, Nigeria’s
GDP growth rate bounced back from -1.8% in 2020 to 3.4% in 2021 following the first
wave of the COVID-19 virus (World Bank, 2022).

Public spending on various sectors has contributed to economic growth at varying rates
in Nigeria (Chude & Chude, 2013). Though this statement is quite clear, it needs more
meanings. Government expenditure is commonly categorized into recurrent and capital
components, reflecting the different roles public spending plays within an economy. As
noted by Okere (2019), recurrent expenditure relates to the financial obligations
required for the routine operation of government activities, including payments for
wages, salaries, and other administrative expenses. In contrast, capital expenditure
represents government investment in long-term assets such as infrastructure, including
roads, schools, and healthcare facilities, which are expected to enhance productive
capacity and support economic development. Beyond physical infrastructure, capital
spending may also include investments that indirectly contribute to economic growth by
improving institutional efficiency and public service delivery. This distinction is
particularly important in the context of this study, as the effectiveness of these
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expenditure components in influencing economic growth depends largely on how
efficiently they are allocated and managed.

An important indicator of any economy’s growth is the gross domestic product (GDP) of
a country. The value of goods and services produced by an economy show an increase
over time. The Nigerian economy has been characterized by growth and fluctuations,
induced by internal and external factors–oil price shocks, political instability, fiscal
policies–amongst others. Nigeria’s over-reliance on oil exportation presents severe
susceptibility to oil price fluctuations throughout the world, which affects public
spending and instability (Aniebo, 2025). This has led to a budget deficit in Nigeria over
the years. The re-emergence of interest in growth theory has also led to a re-
emergence of interest among researchers to verify the linkages between public
spending and economic growth in developing countries like Nigeria.

Public expenditure in Nigeria has expanded considerably over time; however, this
increase has not been matched by corresponding improvements in economic
development and overall welfare. Despite rising government spending, the country
continues to experience persistent challenges such as high unemployment, low literacy
levels, and widespread poverty. A significant proportion of the population still lives
below the international poverty threshold, reflecting deep structural imbalances within
the economy. In addition, access to essential services remains limited, as a large share
of Nigerians lack adequate healthcare, clean drinking water, and other basic
necessities required for a decent standard of living (WHO, 2010). This situation raises
concerns about the efficiency and effectiveness of public resource allocation in
promoting inclusive growth.

Nigeria's macro-economic indicators painted a gloomy picture. Nigeria's balance of
payments is at -58%. Its total import obligation was about $35.2 billion to satisfy her
demands. The inflation rate is at 15.7% while the exchange rate as of June 24, 2022,
stood at 304.7. Also, the unemployment rate is at 14.2% while national savings are
13.1% of GDP. Despite being the biggest economy in Africa, Nigeria’s economy is $510
billion (World Bank, 2025). In four decades, Nigeria has not been fortunate.

Despite significant public expenditure, Nigeria continues to grapple with economic
challenges. Therefore, this study aimed to analyze the impact of public spending on
economic growth in Nigeria by examining the effects of capital expenditure, recurrent
expenditure, and inflation on GDP, thereby filling a critical gap in the existing literature
and offering evidence-based recommendations for policymakers.

The primary objective of this study is to evaluate the impact of public spending on
economic growth in Nigeria. To achieve this, the study specifically seeks to:

i. assess the effect of capital expenditure on Gross Domestic Product (GDP) in Nigeria.

ii. examine the relationship between recurrent expenditure and Gross Domestic Product
(GDP) in Nigeria.
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2.0 Literature Review

Public Spending

Public spending is the total money the government spends on different types of goods
and services to perform its jobs and responsibilities in the economy. This covers capital
expenditure as well as recurrent expenditure. Public spending significantly affects
national economic growth through its impact on aggregate demand, resource allocation,
provision of public services (Musgrave & Musgrave, 1989).

Public spending plays a critical role in economic development by influencing aggregate
demand, infrastructure development, and social welfare programs (Onabote &
Oyedokun, 2023). Recent studies have also emphasized that efficient public spending
enhances economic productivity and stimulates long-term growth in developing
economies (Adeleke et al., 2024).

The idea of public expenditure in Nigeria is very similar to that of other countries. It
includes the money that the government spends on goods and services, transfer
payments, and interest on its debt. A significant part of the national income, this
allocation has considerable influence on the economy.

Nigeria’s public spending has been on the rise in recent years. Government
expenditure made up 31.1 percent of the GDP in 2020. Almost all of this expenditure
consists of recurring expenditure (such as salaries and wages and running costs) and
capital expenditure (such as civil works). The Nigerian government uses its budget to
accomplish a variety of things such as encouraging growth through infrastructure
provision, business subsidy for growth, poverty and inequality reduction through social
safety net programs and investing in education and health, and national security
maintenance through military and police funding (CEIC, 2025).

Inflation Rate

Inflation remains a major macroeconomic challenge in Nigeria. Recent studies indicate
that persistent inflation has reduced purchasing power and discouraged investment
activities in the economy (International Monetary Fund, 2023; Ochieka, 2025).

In any economy , inflation is usually described when there is an increae in the price of
goods an service and a fall in the real purcsing power . Consumer Price Index (CPI is
considered as the commonly calculated metric of inflation . It is the percentage
change in the average price of a basket of goods and services usually consumed by
consumers. These include items such as food, housing and transportation, healthcare,
etc (Dania, 2018). Constant increase in inflation lowers the purchasing power of money.
Thus, consumers can use money to purchase fewer goods and services with the same
income. Rising inflation also creates greater uncertainty in the business environment,
causing long-term investment planning and cost forecasting to become ever harder.

In the past few years, Nigeria has seen sustained levels of inflation. Official data shows
Nigeria’s inflation rate rose to 24.08 percent in July 2023, the highest level recorded
since September 2005 (National Bureau of Statistics, 2023). There are several related
reasons for this trend. A core factor has been the removal of fuel subsidies, which
raised the price of petroleum products. This fed through the transportation, production,
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and distribution channels of the economy (Central Bank of Nigeria, 2023). Due to the
fall of the naira, imported commodities have increased in the country, and persistent
floods, insecurity, and climate shocks affecting food supply have led to food inflation too.

Economic Growth

the sustained expansion in the productive activities of an economy over time is known
as the Economic growth and this is commonly measured by increases in real Gross
Domestic Product (GDP). It reflects a rise in the overall goods and services produced in
an economy and serves as a key indicator of economic performance . Sustained
growth of the economy is essential for improving standards of living , poverty
reduction , and enhancing the overall well-being of the population.

From a macroeconomic perspective, capital accumulation, technological advancement,
human capital development, and government policies are factors that drive economic
performance. Recent studies have emphasized that government intervention through
fiscal policy, particularly public expenditure, plays a critical role in stimulating economic
growth by increasing aggregate demand and improving infrastructure development
(Ajayi, Alase & Ilugbusi, 2024).

In developing economies like Nigeria, economic growth is particularly important due to
its role in addressing unemployment, income inequality, and structural imbalances.
However, achieving sustainable economic growth remains a major challenge due to
issues such as overdependence on oil revenues, weak institutional frameworks, policy
inconsistencies, and macroeconomic instability. These challenges have limited the
ability of the Nigerian economy to achieve consistent and inclusive growth.

Furthermore, economic growth is closely linked to macroeconomic stability, especially
inflation. High inflation rates tend to reduce purchasing power, discourage investment,
and create uncertainty in the economy, thereby negatively affecting growth. Empirical
evidence suggests that maintaining stable macroeconomic conditions alongside
efficient public spending is essential for achieving long-term economic growth.

Overall, economic growth remains a central objective of economic policy, and its
achievement depends largely on the effective allocation of resources, sound
macroeconomic management, and efficient public spending.

Keynesian Theory

The Keynesian theory of economic growth, developed by John Maynard Keynes (1936),
emphasizes the role of government intervention in influencing economic activity,
particularly during periods of economic instability. The theory posits that aggregate
demand is the primary driver of economic growth and that insufficient demand can lead
to unemployment and underutilization of resources.

According to Keynesian theory, aggregate demand and promoting economic growth are
stimulated by government expenditure which serve as the critical factor . Increased
public spending on infrastructure, social services, and administrative functions can
generate employment, increase income levels, and stimulate consumption within the
economy. This creates a multiplier effect, where an initial increase in government
spending leads to a more than proportional increase in national income.

The relevance of Keynesian theory to this study stems from its emphasis on the critical
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role of public spending in fostering economic growth. In Nigeria, government
expenditures—both capital and recurrent—are expected to stimulate economic activity
and boost Gross Domestic Product (GDP). Capital expenditures, particularly on
infrastructure, enhance the economy’s productive capacity, while recurrent
expenditures support the daily operations of government and help sustain aggregate
demand.

However, the theory also implies that the effectiveness of government spending
depends on how efficiently resources are allocated. Inefficiencies such as corruption,
mismanagement, and delays in project execution can reduce the positive impact of
public expenditure on economic growth. This aligns with the findings of this study,
where capital expenditure exhibited a negative relationship with GDP, suggesting
inefficiencies in public investment.

Endogenous Growth Theory

The Endogenous Growth Theory, advanced by Robert J. Barro (1990), explains that
long-term economic growth is driven by internal factors within an economy rather than
external forces. The theory emphasizes the role of human capital development,
technological innovation, and government policy in enhancing productivity and
sustaining economic growth.

According to this theory, government expenditure plays a vital role in promoting
economic growth when it is directed toward productive sectors such as education,
infrastructure, healthcare, and research. Investment in these sectors enhances the
efficiency of labour and capital, leading to increased output and long-term economic
development.

The relevance of the Endogenous Growth Theory to this study is based on its focus on
how government spending influences economic growth through productivity
improvements. Capital expenditure, when efficiently allocated to infrastructure and
development projects, is expected to enhance economic capacity and support
sustainable growth. Similarly, recurrent expenditure on wages and maintenance can
contribute to economic stability by sustaining consumption and supporting institutional
effectiveness.

Furthermore, the theory highlights that macroeconomic stability is essential for growth.
High inflation can distort investment decisions, reduce purchasing power, and hinder
long-term economic growth. This justifies the inclusion of inflation rate as a key variable
in this study.

In the context of Nigeria, the Endogenous Growth Theory suggests that effective and
efficient allocation of public resources is necessary to achieve sustainable economic
growth. Poor management of public funds can limit the growth-enhancing effects of
government expenditure, thereby weakening economic performance.

Empirical Review

Adeleke et al. (2024) examined the relationship between government debt and
economic growth in Nigeria using time-series data and found that government fiscal
policies significantly influence GDP growth.

Ochieka (2025) investigated government capital expenditure and economic growth in
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Gross DomesticRecurrent Expenditure

Capital Expenditure

Inflation Rate

Nigeria and reported that inefficient allocation of capital projects reduces the expected
positive impact of public spending on economic growth.

Okoli, Nwokoye, and Ezedebego (2023) researched "government infrastructural
spending and economic growth." The study investigated the impact of public spending
on infrastructure, including sectors such as transportation, health, education,
communication, and utilities from 1970 to 2020. Findings revealed a positive short-term
impact of spending on communication and utilities, while the impact in other sectors
was less significant. The study concluded that investments in infrastructure are vital for
economic growth and recommended increasing expenditure in high-impact sectors
such as infrastructure and agriculture.

Another study by Ugochukwu and Oruta (2021) investigated the nexus between the
various components of public expenditure and economic performance in Nigeria over
the period 1981–2020. The study employed the Error Correction Model (ECM) and the
Granger Causality Test for analysis. The results in the short run indicated that
recurrent expenditure on agriculture, health, and education had an insignificant
negative effect on economic growth. Similarly, recurrent spending on debt servicing,
roads, and construction showed a positive impact on economic growth.

For capital expenditure, spending on social services was found to have a negative and
significant effect on economic growth, while capital expenditure on economic services
exhibited a positive but insignificant relationship with economic growth in Nigeria.
However, in the long run, all components of public expenditure were found to have a
significant effect on economic growth.

Olonite, Gurowa, Ibrahim, and Ajewole (2021) examined public spending and economic
growth performance in Nigeria over the period 2004–2018, focusing on the impact of
different categories of government expenditure on economic growth. The study found
that capital expenditure had a positive effect on economic growth, indicating its growth-
enhancing role. In contrast, transfer payments were found to exert a negative effect on
economic performance, suggesting that such expenditures may not directly contribute
to productive economic activities.

Conceptual Framework

Independent Variable Dependent Variable

Public Spending Economic Growth

Source: Researchers Compilation
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3.0 Methodology

This study employed research design which is described as ex post factor. The
population of the study involves all indices of economic growth . the sample is the
public spending and its effect on economic growth while the sample size is 30 years
ranging from 1994 to 2023 from a secondary source of data was employed and
gathered from Central Bank of Nigeria (CBN) statistical bulletin, from 1994 to 2023.

In this study, Nigerian performance of the economy was measured by the values of the
Gross Domestic Product (GDP) which is the dependent variable/ explained for this
study, Public Spending will be measured by the values of the Capital Expenditure
(CAPEX), Recurrent Expenditure (RECEX) and the Inflation Rate (INFL) which was
serve as the independent variable/ explanatory variables for this study. All variables
considered are available in the CBN Statistical Bulletin for all the years under study.

Model Specification (In Implicit Form):

y = f (X )
n

f (x) = β0 +Σβi Xi + λ
i=1

m y = β0 + β1X1 + β2X 2 +...+ βn Xn + λ
For this study (In Explicit Form)

Where n=3 independent variables for this study

Economic Growth = f (Public Spending)
GDPt = f (CAPEXt, RECEXt, INFLt)

……………………………………………………(1)
GDPt = β0 + β1 CAPEXt + β2 RECEXt + β3 INFLt + μ.......................................................(2)
Where;

GDP = Gross Domestic Product
CAPEX = Capital Expenditure
RECEX = Recurrent Expenditure
INFL = Inflation Rate
β0=Constant Term
β1 - β3 = coefficient of independent variables
μ = error term
The data gathered from the Central Bank of Nigeria statistical bulletin shall be analyzed
using the multiple regression model with the aid of E-View (Version 13). This method
was employed because of the merit of reducing the error sum of squares, efficiency,
and ease of interpretation and comprehension.

4.0 Results and Discussion
The result shows the analysis of all the variables used, descriptive information and
regression analysis.
Data Analysis and Interpretation
Table 1 Descriptive Statistics of Analyzed Variables of Gross Domestic
Product, Capital Expenditure, Recurrent Expenditure, and Inflation Rate.
Statistic GDP CAPEX RECEX INFL
Mean 80105.84 1189.527 4054.602 13.12345
Median 67347.17 879.2873 3319.835 12.71039
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Maximum 229912.9 4486.206 14287.56 24.65955
Minimum 6990.619 239.4509 461.6000 5.386104
Std. Dev. 64034.95 1018.051 3568.097 4.462070
Skewness 0.760857 1.797071 1.357241 0.498662
Kurtosis 2.621606 5.941411 4.231269 3.188013
Jarque-Bera 2.458796 21.56976 8.884432 1.030005
Probability 0.292469 0.000021 0.011770 0.597499
Sum 1922540. 28548.65 97310.45 314.9629
Sum Sq. Dev. 9.43E+10 23837819 2.93E+08 457.9316
Observations 24 24 24 24
Source: Extracted From Eview 13
Table 1 shows the descriptive statistics of the analyzed variables, including Gross
Domestic Product (GDP), Capital Expenditure (CAPEX), Recurrent Expenditure
(RECEX), and Inflation Rate (INFL). The mean value of GDP was recorded at
80,105.84, indicating the average economic output during the period of analysis. The
median GDP value was 67,347.17, suggesting that half of the GDP values were below
this figure. The skewness value of 0.760857 indicates a moderate positive skewness,
suggesting that GDP values were slightly concentrated on the lower side of the mean.
Kurtosis of 2.621606 indicates that the GDP distribution was slightly platykurtic,
meaning it had lighter tails than a normal distribution. The Jarque-Bera statistic of
2.458796 with a probability value of 0.292469 suggests that GDP is normally distributed.
For Capital Expenditure (CAPEX), the mean value is 1,189.527, representing the
average government investment in capital projects during the period. The median value
of CAPEX is 879.2873, indicating that 50% of the values were below this level. A
skewness value of 1.797071 indicates a strong positive skew, suggesting that most
values are concentrated on the lower end with some extremely high values.

The kurtosis value of 5.941411 suggests a leptokurtic distribution, implying the
presence of extreme values. The Jarque-Bera statistic of 21.56976 with a probability of
0.000021 indicates that CAPEX is not normally distributed.
Regarding Recurrent Expenditure (RECEX), the mean value is 4,054.602, reflecting the
average level of government spending on operational and maintenance activities. The
median value of RECEX is 3,319.835, suggesting that half of the values were lower
than this amount. The skewness value of 1.357241 indicates a positive skew, where
values are more concentrated on the lower side with some high outliers. The kurtosis
value of 4.231269 shows a leptokurtic distribution, suggesting the presence of
significant outliers. The Jarque-Bera statistic of 8.884432 with a probability of 0.011770
indicates that RECEX is not normally distributed.
For the Inflation Rate (INFL), the mean value is 13.12345, showing the average
inflation rate during the period under review. The median inflation rate is 12.71039,
indicating that half of the observed inflation rates were below this value. A skewness
value of 0.498662 suggests a slight positive skew, indicating that most of the inflation
rates were close to the mean with few higher values. The kurtosis value of 3.188013
indicates a distribution close to normal (mesokurtic). The Jarque-Bera statistic of
1.030005 with a probability of 0.597499 suggests that the inflation rate data is normally
distributed.
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Table 2: Correlation Analysis

Correlation
t-Statistic GDP CAPEX RECEX INFL
GDP 1.000000

CAPEX 0.914009 1.000000
10.56729 -----

RECEX 0.979225 0.961199 1.000000
22.65032 16.34337 -----

INFL 0.457497 0.559015 0.544746 1.000000
2.413207 3.162261 3.046840 -----

Source: Extracted From Eview 13

Table 2 shows the correlation analysis among the variables: Gross Domestic Product
(GDP), Capital Expenditure (CAPEX), Recurrent Expenditure (RECEX), and Inflation
Rate (INFL).
The correlation between GDP and CAPEX is 0.914009, indicating a strong positive
relationship, with a t-statistic of 10.56729, suggesting a significant impact. GDP and
RECEX have a very high positive correlation of 0.979225, supported by a t-statistic of
22.65032, indicating a strong and significant relationship.
The correlation between GDP and INFL is moderate at 0.457497, with a t-statistic of
2.413207, suggesting a weaker but positive association. CAPEX and RECEX show a
strong positive correlation of 0.961199, while CAPEX and INFL have a moderate
correlation of 0.559015. Finally, RECEX and INFL exhibit a moderate positive
correlation of 0.544746.

Table 3: Regression Analysis: Dependent Variable (GDP)

Variable Coefficient Std. Error t-Statistic Prob.

C 24085.32 7216.137 3.337703 0.0033
CAPEX -19.80393 8.247470 -2.401213 0.0262
RECEX 23.90550 2.326671 10.27455 0.0000
INFL -1322.020 618.9866 -2.135781 0.0452

R-squared 0.974447 Mean dependent var 80105.84
Adjusted R-squared 0.970614 S.D. dependent var 64034.95
S.E. of regression 10977.16 Akaike info criterion 21.59603
Sum squared resid 2.41E+09 Schwarz criterion 21.79237
Log likelihood -255.1524 Hannan-Quinn criter. 21.64812
F-statistic 254.2254 Durbin-Watson stat 1.186336
Prob(F-statistic) 0.000000

Source: Extracted From Eview 13.
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The study adopted a 5% level of significance (α = 0.05). The degree of freedom for the
regression model is (n – k) = 24 – 4 = 20, where n represents the number of
observations and k represents the number of estimated parameters.
Table 3 shows the results of the regression analysis conducted to examine the impact
of public spending on economic growth in Nigeria, using Gross Domestic Product (GDP)
as the dependent variable. The independent variables analyzed include Capital
Expenditure, Recurrent Expenditure, and Inflation Rate.
Intercept (C): The constant coefficient (C) is 24,085.32, which is significant at a
probability value of 0.0033. This implies that when Capital Expenditure, Recurrent
Expenditure, and Inflation Rate are zero, the GDP is predicted to be 24,085.32 units,
reflecting a baseline level of economic growth.
Capital Expenditure: The coefficient for Capital Expenditure is -19.80393 with a
standard error of 8.247470, and it has a t-statistic of -2.401213 with a probability value
of 0.0262. This result is statistically significant at the 5% level, indicating a negative
impact of Capital Expenditure on GDP. A one-unit increase in Capital Expenditure leads
to a decrease of 19.80 units in GDP, suggesting that higher government spending on
capital projects might not be efficiently contributing to economic growth.
Recurrent Expenditure: The coefficient for Recurrent Expenditure is 23.90550 with a
standard error of 2.326671. The t-statistic is 10.27455, and the probability value is
0.0000, indicating high statistical significance. This result shows that Recurrent
Expenditure has a positive and significant impact on GDP. Specifically, a one-unit
increase in Recurrent Expenditure results in an increase of 23.91 units in GDP,
suggesting that operational spending contributes positively to Nigeria's economic
growth.
Inflation Rate: The coefficient for Inflation Rate is -1,322.020 with a standard error of
618.9866, and the t-statistic is -2.135781 with a probability value of 0.0452. This
indicates a statistically significant negative impact of Inflation Rate on GDP at the 5%
level. A one-unit increase in the Inflation Rate results in a decrease of 1,322.02 units in
GDP, suggesting that rising inflation negatively affects Nigeria’s economic performance.

Model Fit (R-squared, Adjusted R-squared, F-statistic): The R-squared value is
0.974447, indicating that 97.44% of the variation in GDP can be explained by the
combined effect of Capital Expenditure, Recurrent Expenditure, and Inflation Rate,
which together are termed as Public Spending. The Adjusted R-squared value of
0.970614 further confirms the high explanatory power of the model, accounting for the
number of predictors used. The Adj R 2 of 0.970614 showed the variation of public
spending has 97.1% variation in Economic Growth measured by GDP, while the
balance of 2.9% represents other factors not considered in this study.
The F-statistic value of 254.2254 with a probability value of 0.000000 indicates that the
overall regression model is statistically significant at the 1% level. This implies that
Public Spending has a significant joint effect on Nigeria’s economic growth. The Durbin-
Watson statistic of 1.186336 suggests a potential issue with positive autocorrelation in
the residuals, indicating that the error terms may not be entirely independent.



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 42

5.0 Conclusion
The findings of this study are consistent with the recent findings of Ochieka (2025), who
reported that inefficient capital expenditure negatively affects economic growth in
Nigeria. Similarly, Adeleke et al. (2024) emphasized that fiscal policy management
plays a crucial role in influencing economic performance in developing economies.
The analysis revealed that capital expenditure negatively affected GDP, contrary to
theoretical expectations that infrastructure investment should spur growth. This
outcome suggests inefficiencies in capital project execution, such as corruption, delays,
or misallocation of funds, which reduce the potential positive effects on economic
growth. The findings align with empirical studies by Ugochukwu and Oruta (2021), who
noted that capital expenditures on social services in Nigeria had a negative and
significant impact on economic growth, reflecting suboptimal allocation and project
inefficiencies.
Secondly, the study found that recurrent expenditure was positively and significantly
related to GDP. This suggests that recurrent spending, such as salaries, pensions, and
maintenance costs, plays a crucial role in stimulating economic activities and sustaining
household incomes. These results corroborate the findings of Okere et al. (2019), who
observed that recurrent expenditure positively influences economic growth in Nigeria,
highlighting its importance in maintaining economic stability and boosting aggregate
demand.
Lastly, the inflation rate was shown to have a significant negative impact on GDP,
indicating that high inflation erodes purchasing power and creates economic uncertainty,
thereby hindering growth. This finding is consistent with the results of Eze and Agu
(2021), who identified a negative relationship between inflation and economic growth in
Nigeria. High inflation discourages investments and disrupts long-term economic
planning, underscoring the need for effective monetary policies to stabilize price levels.
In conclusion, the study provides robust evidence that while recurrent expenditure
positively contributes to economic growth, capital expenditure and inflation rate present
challenges that need to be addressed. These results underscore the need for policy
reforms focused on enhancing the efficiency of capital projects, optimizing recurrent
spending, and implementing effective inflation control measures to support sustainable
economic growth in Nigeria.

Recommendations
Based on the findings of this study, the following recommendations are provided to
guide policymakers, government authorities, and stakeholders in improving the impact
of public spending on economic growth in Nigeria.
i. The negative impact of capital expenditure on GDP highlights the need for

improved efficiency in executing capital projects. The government should
prioritize transparency, rigorous monitoring, and accountability in capital project
implementation.

ii. Given the positive relationship between recurrent expenditure and GDP, it is
crucial for the government to maintain an optimal level of recurrent spending
while avoiding high administrative costs.

iii. The adverse effect of inflation on GDP underscores the need for sound monetary
policies aimed at price stability. The Central Bank of Nigeria should adopt
proactive measures, such as tightening the money supply and controlling
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interest rates, to curb inflation.
6. Contribution to Knowledge
This study contributes to existing literature in several ways. First, the study provides
updated empirical evidence on the relationship between public spending dynamics and
economic growth in Nigeria using recent data covering the period 1994–2023. Second,
the study extends previous research by incorporating inflation rate alongside capital
and recurrent expenditure in explaining economic growth. Finally, the findings provide
policy-relevant insights for improving the efficiency of public spending in Nigeria.
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APPENDIX

YEAR GDP CAPEX RECEX INFL
1994 1751.279915 70.9183 n/a n/a
1995 3069.431764 121.1383 n/a n/a
1996 4045.321615 212.9263 n/a 29.29151612
1997 4374.49647 269.6517 n/a 10.67277547
1998 4756.705704 309.0156 n/a 7.861754519
1999 5426.470655 498.0276 n/a 6.617775939
2000 6990.619157 239.4509 461.6 6.937426417
2001 8150.016062 438.6965 579.3 18.86912184
2002 11383.65856 321.3781 696.8 12.88285397
2003 13418.0129 241.6883 984.3 14.03382966
2004 17938.38118 351.25 1110.8 15.00089247
2005 22884.89639 519.47 1321.3 17.85567744
2006 30063.9624 552.3858 1390.2 8.227436781
2007 34318.66573 759.2812125 1589.2698 5.386104216
2008 39542.42756 960.8901 2117.362001 11.5830548
2009 43012.50743 1152.7965 2127.966372 12.5379243
2010 54612.26418 883.8745 3109.437113 13.7
2011 62980.39722 918.5489 3314.513334 10.8
2012 71713.93506 874.7 3325.1565 12.2
2013 80092.56338 1108.386402 3689.1 8.495518383
2014 89043.61526 783.1193861 3426.94084 8.04741088
2015 94144.96045 818.3524689 3831.947789 9.00943498
2016 101489.4922 653.609 4160.105738 15.69681264
2017 113711.6346 1242.296 4779.988766 16.50226621
2018 127736.8278 1682.099 5675.185059 12.09510652
2019 144210.4921 2288.996 6994.770526 11.39642234
2020 152324.0706 1614.889 8189.381339 13.24602343
2021 173527.6623 2522.468 9145.154255 16.95284572
2022 199336.0438 3133.821 11002.3065 18.84718778
2023 229912.9373 4486.206 14287.56454 24.6595502
Source: CBN statistical Bullettin
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ABSTRACT

Social sustainability disclosure is crucial for ensuring corporate transparency, building
stakeholder trust, and improving financial performance. Evidence from literature
showed that Poor or non-existent social sustainability disclosure in manufacturing
companies poses significant risks, ranging from immediate reputational damage to
long-term financial decline and loss of the "social license to operate. Research has
further shown that not many manufacturing companies have integrated firm
characteristics in their operations. The study therefore, examined the effect of firm
characteristics on social sustainability disclosure among listed manufacturing firms in
Nigeria. The population of the study consisted of 51`listed manufacturing companies in
the Nigerian Exchange Group (NGX) and a sample of 36 companies that have
consistently published their annual audited financial report and accounts for the period
of 2014 to 2023 were used. The data collected were secondary and analyzed using
descriptive statistics, correlation analysis, binary logistic regression and multiple
regressions technique. The regression results showed that firm size had a positive and
a significant effect on social sustainability disclosure of listed manufacturing companies
in Nigeria at p-value < 0.05, firm profitability had a negative and a significant effect on
social sustainability disclosure of listed manufacturing companies in Nigeria at p-value
< 0.05, firm leverage had a negative and a significant effect on social sustainability
disclosure of listed manufacturing companies in Nigeria at p-value < 0.05 and firm
growth had a positive and an insignificant effect on social sustainability disclosure of
listed manufacturing companies in Nigeria at p-value > 0.05. The study concluded that
firm characteristics enhanced social sustainability disclosure in listed manufacturing
companies in Nigeria. The study recommended that stakeholders of listed
manufacturing companies in Nigeria should continue to expand the size of the firm in
order to increase the level of sustainability disclosure.
Keywords: Firm growth, Firm leverage, Firm profitability, Firm size, Social
sustainability reporting.

1. Introduction

Accounting and environmental scholars stress the global awareness of accounting
disclosure of sustainability information. Social sustainability disclosure has been widely
acknowledged by scholars in both developed and developing economies in the
promotion of accountability and transparency (Ikpor et al., 2022). Social sustainability
disclosure is seen as an accounting language based on ethics and principles that
enable the accountant to report social and environmental events in the audited financial
statements of companies. Dunbar et al. (2021) argue that improving standardisation to
maximise corporate organisations' effectiveness is a core value of disclosing
sustainability accounting information. Antonini et al. (2020) argue that the
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consequences and implications of sustainability in social, economic, environmental and
political domains have gained substantial recognition in prior research.

Social sustainability disclosure of accounting information relating to the environment is
vital for stakeholders to make better decisions. The disclosure of sustainability
information in the financial report of a manufacturing company is the process of
creating long-term value, company reputation, corporate success, and accountability.
Companies’ disclosure practices of sustainability reporting vary from company to
company and industry to industry (Ikpor et al., 2022). The motivation for disclosure
could be perceived as a purely endogenous function of a company’s evaluation of the
cost-benefits of such disclosure and other associated firm-specific factors such as the
size of the firm, foreign subsidiary, degree of leverage, liquidity, institutional ownership,
firm profitability, and firm age among others (Masum et al., 2020).

Olagunju, et al., (2023) stressed that the presence of weak corporate practice among
listed manufacturing companies may results to various challenges, including
environmental degradation, social inequality, and economic disparities. Companies
began to voluntarily disclose sustainability performance data in response to growing
pressure from stakeholders and increasing awareness of environmental risks.
Meanwhile, the lack of top level board commitment to sustainability practices result to
weak disclosure and low level of accountability through inconsistent practices by board
members.

It would be deduced from prior studies in Nigeria context that firm
performance/profitability, firm size, ownership structure, firm leverage and firm age
were mostly used firm characteristics variables (see Gimbason & Yahaya, 2024; Okoye
et al., 2024; Abdulsalam & Babangida, 2020; Abolarinwa et al., 2020). Therefore,
exploring the usage of firm size, firm profitability, firm leverage and firm growth justified
the demonstration of the best firm characteristics attributes that would strongly
influence social sustainability disclosure. Okoye et al. (2024) used firm performance,
Abdulsalam and Babangida (2020) explored sales growth, leverage, firm size and firm
profitability. A methodological gap was also identified from the prior research, where
studies used OLS and multiple regressions techniques (e.g. Okoye et al. 2024;
Gimbanson and Yahay, 2024; Ilemena et al., 2023; Ikpor et al., 2022; Gold and Aifuwa,
2022; Atanda et al., 2021; Sani and Mohammed, 2021; Iliemena et al., 2020; Bolarinwa
et al., 2020). Notably, Binary Logistic Regression has not been applied to examine the
effect of firm characteristics on social sustainability disclosure. However, the
rationale/justification for adopting Binary Logistic Regression in this study was based on
the fact that the dependent variable was a dummy variable (social sustainability
disclosure).

The study addressed the gap in existing literature regarding firm characteristics and
social sustainability disclosures among listed manufacturing companies in Nigeria. It
was deduced from precious research that various firm characteristics parameters had
been explored in the area of the subject matter where much attention was not given to
firm growth which accounting literature found to be relevant in social sustainability
disclosure. Therefore, this study focused on firm characteristics and social sustainability
disclosure by using firm size, firm profitability, firm leverage and firm growth as
variables of interest. The above-identified research problem necessitated the formation
of the following research objectives and hypotheses.
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The research objective of the study was to examine the firm characteristics on
social sustainability disclosure among listed manufacturing companies in Nigeria.
Therefore, the specific objectives were to:

(i) Examine the effect of firm size on social sustainability disclosure among listed
manufacturing firms in Nigeria.

(ii) Assess the effect of firm profitability on social sustainability disclosure among
listed manufacturing firms in Nigeria.

(iii) Evaluate the effect of firm leverage on social sustainability disclosure among
listed manufacturing firms in Nigeria.

(iv) Ascertain the effect of firm growth on social sustainability disclosure among
listed manufacturing firms in Nigeria.

Based on the research objectives, the following null hypotheses were formulated
in the study:

HO1: Firm size has no significant effect on social sustainability disclosure among listed
manufacturing firms in Nigeria.

HO2: Firm profitability has no significant effect on social sustainability disclosure
among listed manufacturing firms in Nigeria.

HO3: Firm leverage has no significant effect on social sustainability disclosure among
listed manufacturing firms in Nigeria.

HO4: Firm growth has no significant effect on social sustainability disclosure among
listed manufacturing firms in Nigeria.

2. Literature Review

2.1 Conceptual Review

2.1.1 Social Sustainability Disclosure

Sustainability studies are now focusing on topical issues that surround the strategic
environment of an organisation. Ali et al. (2023) cited in Gimbason and Yahaya (2024)
define disclosure of sustainability as a means of providing quantitative, descriptive,
financial and non-financial information to stakeholders regarding the assessment of the
economic, social and environmental significance impact on the economic decision
making of firms. The disclosure of social sustainability in the financial statements of
companies is within the purview of corporate social responsibility. In a nutshell, it is
mandatory for all companies to report information concerning society, education, health,
and economic agenda. Social sustainability can be mandatory or voluntary, depending
on the regulations of the location where the company operates. Social sustainability
can vary substantially between companies. Ghuslan and Saleh (2019) posit that
disclosure is a concept that deals with rationalising the decision-making process and
benefiting from the efficient use of resources and it serves as an advantage for investors,
creditors, project management, and other beneficiaries.

Social sustainability disclosure is defined as the reporting of human welfare in the
published financial reports of companies (Muslichah, 2020). The practice of
transparency and disclosure in companies highlights the importance of corporate
governance in contributing to corporate prosperity and social responsibility (Kocmanova
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et al., 2011). Adekanmi et al. (2015) assert that social disclosure is a means of
communicating the social and environmental effects of organisations’ economic actions
to the various stakeholders within society. Islam (2015) affirms that social disclosure is
a set of organisational activities that deals with the measurement and analysis of the
social performance of organisations and reporting of results to concerned groups, both
within and outside the organisation.

2.1.2 Firm Characteristics
Firm characteristics are seen as firm attributes with distinct qualities and features that
set corporate organisations apart from those of their competitors (Okenwa & Ogbodo,
as cited in Tanko et al., 2024). The firm characteristics that may influence sustainability
disclosure, according to Wang (2017), are firm size, firm age, firm ownership, liquidity
and capital intensity. The ownership structure is one of the firm characteristics that
influence social sustainability disclosure (Park et al., 2020). Haruna and Shenaaz (2022)
establish that firm leverage is a firm characteristic that is a driver of sustainability
reporting. In the view of Masum et al (2020), firm-specific factors like size of the firm,
foreign subsidiary, degree of leverage, liquidity, institutional ownership, firm profitability,
and firm age, among others, are likely firm characteristics that are potent drivers of
sustainability disclosure. The firm characteristics explored in this study were: firm size,
firm profitability, firm leverage and firm growth.

2.1.3 Firm Size
Firm size served as an independent variable in this study, and it was measured by the
logarithms of total assets. Firm size has been explored by extant literature as total
assets, revenue, scale of operations and number of employees etc. Nashier and Gupta
(2023) maintain that firm size is measured in accounting literature as the natural
logarithm of total assets. Hussaini and Fadjarenie (2022) define firm size as the
assessment of company size. The assumption is that a larger firm size may correspond
to a higher expected agency problem that the firm is likely to face. Company size is one
of the instruments of firm expansion which is geared towards having greater assets and
capital invested. Shuaibu et al. (2019) argue that firm size cannot be over-emphasised
in determining the value creation of the firm because bigger firms create more value
than smaller firms. Companies might continue to expand the size of business
operations in order to create value in terms of revenue, number of employees and size
of facilities. Firm size is measured as the natural logarithm of total assets in accounting,
auditing and management-related research fields (Ishaka, et al., 2023). Firm size is
seen as one of the varieties of information disclosed in the financial statements of
business organisations that predicts the firm’s quality of accounting information and
value creation of business.

2.1.4 Firm Profitability
Firm profitability was used as an independent variable in this study, and it was
measured by the ratio of profit after tax to total assets. Akhter et al. (2022) define firm
profitability as the measurement of the difference between revenue collected and
expenses incurred. Firm profitability is critical to a business because it allows the
business to operate smoothly in a competitive environment, influence its performance,
and contribute to economic development (Stevens et al., 2018). Firm profitability is the
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ability of corporate organisations to generate enough revenue in excess of operating
expenses (Onyeka et al., 2018). Firm profitability is synonymous with efficiency, and it
is regarded as an index or measurement of efficiency as well as a guide for
management in striving for greater efficiency (Brown et al., 2019). Profitability is the
degree of efficiency and effectiveness with which organisational objectives and goals
are achieved. Chen (2020) defines firm profitability as a given investment's ability to
earn a return on its use. Profitability demonstrates the results of business operations
(Johnson & Smith, 2018). In the opinion of Alshatti (2015), firm profitability is the
relationship between the cash earnings generated by the company and the investments
that earned the excess returns or profit to the organisation.

2.1.5 Firm Leverage
Firm leverage was employed as an independent variable in this study and it was
measured by the ratio of total debt to total assets. Okenwa and Ogbodo (2023) define
firm leverage as the usage of assets and sources of funds supplied by corporate
organisations on the basis of fixed costs in order to maximise profits for the
shareholders. The leverage is often used to represent the proportionate relationship
between debt and equity; in essence, it has been observed that it merely denotes the
permanent long-term finances of a company, which includes long-term debt, common
stock, preferred stock and retained earnings (Orlu et al., 2022). Firms in developing
countries may have less long-term debt than firms in developed countries simply
because they have different characteristics, rather than necessarily implying a
deficiency in the credit market. Ofulue et al. (2022) define firm leverage as the total sum
of liability (debt) a corporate organisation utilises to support, finance as well sponsor
corporate assets. The leverage is often used to represent the proportionate relationship
between debt and equity, but it has been observed that it merely denotes the
permanent long-term finances of a company which include long-term debt, common
stock, preferred stock and retained earnings.

2.1.6 Firm Growth
Firm growth was employed as an independent variable in this study, and it was
measured by the percentage change in total sales. Investors and shareholders are
often presented with new ventures as growth opportunities, but they face an
underinvestment dilemma, leading them to forego investment projects with a direct net
present value (Saraani & Shahadan, 2013). Chadha and Sharma (2015) submit that
firms with high growth rates tend to finance their projects with less long-term debt in
their capital structure and more short-term debt in order to minimise agency costs.
Agency-cost problems in growing firms can be more severe due to needed flexibility in
further investments. Westerlund and Leminen (2012) opine that firm growth strategy is
likened to organisational objectives to expand the size of firms through economies of
scale, activity volume, and turnover in terms of sales. Growth strategies of firms can be
internal and external to a firm, which is a mechanism adopted to expand business
operations through market penetration, diversifying products and stages of production,
in addition to the existing business lines for market competitive advantage and sales
revenue growth (Abolarinwa et al., 2020). However, Piliang and Fathony (2020)
suggest that growth opportunities serve as firms’ performance significant determinants.
Firms with growth opportunities can make profits from investments.
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2.2 Theoretical Review
The underpinning theory of this study is the stakeholder theory. The theory is
developed by Freeman (1984). This theory postulates that the stakeholders are
interested with the operation social environment (constituents) in terms of sustainability
disclosures.. The theory focuses on the benefit of various stakeholders such as
management, relevant tax authorities, suppliers and customers of the firm. Fernández-
Guadaño and Sarria-Pedroza (2018) opine that the Stakeholder Theory is regarded as
a positive theory which sees corporate social responsibility as a concept that is used to
understand and maximise the interest of stakeholders. The firm, itself, should be
thought of as a grouping of stakeholders, and the purpose of the organisation should be
to manage their interests, needs and viewpoints.

The signalling theory was developed by Spence (1973). The theory deals with the
transmission of credible information relating to sustainability of accounting disclosure.
The theory posits that firms use observable characteristics such as firm size, firm
growth, and firm profitability to convey information to the market about firm quality,
integrity, and future performance prospects. In contexts where internal firm actions are
opaque to external investors, governance attributes act as signals that reduce
uncertainty and influence investor perceptions.

Herbet and Harto (2022) stressed that the theory is permanence on early disclosure of
accounting information whether good news or bad news on the part of the stakeholders.
The effectiveness of such signals is contingent on their credibility and consistency with
firm behaviour and performance. The relationship between firm characteristics and
social sustainability disclosure is represented in the diagram below:

Source: Researchers’ Conceptual Framework (2026)

2.3 Empirical Reviews
The empirical of this study is based on the research reviewed. Masila et al. (2024)
examine the effect of firm characteristics on the relationship between corporate
sustainability reporting and financial performance in Kenya. Ex-post facto research
design was used to sample 49 out of 67 companies for the period of 2011 to 2020 while
inferential and descriptive analysis were used to analyse the data. The results showed
that firm size has a significant positive moderation effect on the relationship between
corporate sustainability reporting and performance while firm age has a statistically
negative moderation on the relationship between corporate sustainability reporting and



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 53

performance. Okoye et al. (2024) investigated the effect of sustainability disclosure on
the financial performance of Brewery firms in Nigeria. They used ex–post facto
research design to sample five (5) Brewery firms listed on the Nigeria Exchange Group
(NGX) between 2013 to 2022 and used least square regression to analyse the data.
The results showed that sustainability disclosure and performance had an insignificant
relationship. Principale and Simone (2023) examined the determinants of TCFD
reporting, using cross-sectional data on a sample of 122 firms in 2021. The panel
regression results revealed that firm size and corporate board independence have a
positive and significant impact on TCFD reporting. In Jordan, Abdullah et al. (2023)
examined the impact of the board of directors' characteristics and ownership structure
on sustainable development disclosure in banks listed on the Amman stock exchange.
Pool regression analysis provided evidence that firm size and independent board have
a significant impact on sustainability disclosure. Iliemena et al. (2023) conducted a
research on the effect of sustainability reporting on gross profit margin (GPM) in Nigeria
manufacturing sector. The study used an ex-post facto research design to collect data
from 23 selected companies from the period of 2012 to 2021 while descriptive statistics
and ordinary least square were employed in data analysis. The empirical results
revealed that sustainability reporting exerts a significant positive effect on GPM.

Kwarteng et al. (2023) examined the influence of board mechanisms on sustainability
accounting performance in 116 Sub-Saharan Africa companies, applying OLS
regression. The result indicated that firm leverage and board independence have a
positive but insignificant impact on sustainability accounting performance. Tatsuya
(2022) studied the effects of corporate governance on ESG-related information
disclosure in Japanese firms from 2011-2019. The logistic binary regression on a total
of 19,548 observations indicated that firm leverage has a significant effect on ESG-
related information disclosure. Abdulsalam and Babangida (2020) investigated the
effect of sales and firm size on the sustainability reporting of oil and gas companies in
Nigeria. They used a descriptive research design to sample 6 oil and gas firms in the
Nigerian Exchange Group for the period of 2004 to 2018 and used panel regression
techniques to analyse the data. The findings revealed that sales growth and leverage
have a negative significant effect on sustainability reporting, while firm size and firm
profitability have a positive and significant effect on sustainability reporting. Rafiki (2019)
conducted an empirical study on the determinants of SME growth in Saudi Arabia. A
survey research design was employed while the OLS regression technique was used to
analyse the data. The regression result showed that organisation disclosure activities
had a significant impact on the growth of firms. Wang (2017) conducted a study on the
relationship between firm characteristics and disclosure of sustainability reporting in
Taiwan. Secondary data were collected from listed companies in Taiwan for the period
of 2010 to 2013. The logistic regression results showed that firm growth, board size,
board independence, audit committee, ratio of export income, and foreign ownership,
have a significant positive relationship with the disclosure of sustainability reporting.
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3. Methodology
The ex-post facto research design was employed in this study to enables the
researcher to collect, analyse and interpret data. The population of this research is
made up of listed fifty-one (51) quoted manufacturing companies on the floor of the
Nigerian Exchange Group (NGX) as at 31st December 2023. The sample size for this
study was determined based on the consistency of delivering audited annual reports
and accounts during the period under review. The Taro Yamane technique was
adopted in sample size determination. The computation was based on the formula
below.

Where:

n = N
1 + N(e)2

n = Sample Size
N = Population
e = Margin of Error (5%)
Where:
n = 51

1+ 51 (0.05)2

= 45.23
From the computation, a sample size of 45 companies was initially adopted.

However, for the purpose of the study and data availability, the sample size was
reduced to 36 companies. This sample was selected from various sub-sectors
(Agricultural, Consumer Goods, Health and Industrial Goods) in the domiciled sector of
the study. The judgmental sampling technique was used, and filtering was employed to
get the companies that satisfy the requirements for the sample size.

3.1 Model Specification and Measurement of Variables
The underpinning theory of the study is stakeholder theory which serves as the
connection between firm characteristics and social sustainability disclosure, which
was proposed by Freeman (1984). In specifying the model of this study, a binary
logistic regression technique was adopted. The justification of this regression model is
based on the fact that the dependent variable was a dummy. The model of the study
was adapted from the model of Masum et al (2020), which is specified as follows:

VD_SCORE = β0 +β1S_LEV +β2M_CAT +β3P_LIQ +β4G_BSIZE + et ………………..
(3.1)
Where;
VD_SCORE = Voluntary disclosure index
S_LEV = Firm leverage
M_CAT = Market category
P_LIQ = Firm liquidity
G_BSIZE = Board size
et = Error term

The regression model of Masum et al (2019) was modified by including firm growth and
re-specified below.
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SSDit =β0+β1FSIZEit+β2FPRTit+ β3FLEVit +β4FGRTit +
et..................................................................................... (3.1)
Where;
SSD = Social sustainability disclosure. It was measured by a dummy variable of 1 if
social information item is disclosed in the annual reports otherwise 0 (Menike, 2020).
FSIZE = Firm size. It was measured by logarithms of total assets (Ugbah et al., 2022).
FPRT= Firm profitability. It was measured by the ratio of profit after tax to total assets
over a specified period of time (Ibadin & Oladipupo, 2015).
FLEV = Firm leverage. It was measured by the ratio of total debt to total asset (Ali, et al.,
2018).
FGRT = Firm growth. It was measured by the % change in total sales (Culata &
Gunarsih, 2012).

The presumptive signs of the parameters in the specifications are:
β1, β2, β3, β4, > 0
The above signifies the apriori expectation which shows a positive trend among the
independent variable and brings about change in the dependent variables.

3.2 Method of Data Analysis
This study employed binary logistic regression is a technique that is used to the
relationships with outcomes that are not measured on a continuous scale. The
regression technique was used to test the relationship between the Y and Xs variables.
Descriptive statistics and Pearson correlation matrix was also conducted.

4. Presentation and Interpretation of Results
4.1 Descriptive Statistics
The summary of the descriptive statistics used in the analysis is presented in the table
below.
Table 4.1: Descriptive Statistics

SSD FSIZE FPRT FLEV FGRT
Mean 0.801153 7.329164 4.397262 58.78847 283.1926
Median 1.000000 7.310000 4.210000 58.28000 9.470000
Maximum 1.000000 9.600000 108.9000 222.9700 18091.06
Minimum 0.000000 5.240000 -179.9200 4.280000 -100.0000
Std. Dev. 0.399709 0.946534 17.38636 25.13244 1847.201
Skewness -1.509035 0.006512 -2.974452 1.536424 7.475184
Kurtosis 3.277187 2.290747 42.60128 10.17083 60.87327
Jarque-Bera 132.8082 7.275573 23186.11 879.9807 51657.15
Probability 0.000000 0.026311 0.000000 0.000000 0.000000
Sum 278.0000 2543.220 1525.850 20399.60 98267.84
Sum Sq. Dev. 55.27954 309.9909 104590.8 218547.2 1.18E+09
Observations 347 347 347 347 347

Source: EViews 9.0 Output (2026)

Table 4.1 indicates the mean which is the (average) for each of the variables alongside
their standard deviations and normality test using Jarque-Bera (JB) statistics.
Sustainability disclosure is proxied by social sustainability disclosure (SSD) on the
average was 0.8011 and standard deviation of 0.3997. Firm size (FSIZE) has an
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average value of 7.32 with a corresponding standard deviation of 0.9464. Firm
profitability (FPRT) has an average value of 4.39 with a corresponding standard
deviation value of 17.38. It was also observed that firm leverage (FLEV) has an
average of 58.78 and a standard deviation value of 25.13. Firm growth (FGRT) has an
average value of 300.57 with a corresponding standard deviation value of 1874.53.
Lastly, the Jarque-Bera (JB) statistics showed that SSD, FSIZE, FPRT, FLEV, and
FGRT were normally distributed with 347 statistical observations.

4.2 Correlation Analysis
The correlation analysis was used to measure the degree of correlation between the
dependent variables and independent variables. The correlation result is presented in
table 4.2 below.
Table 4.2: Correlation Analysis of Social sustainability Disclosure

SSD FSIZE FPRT FLEV FGRT
SSD 1.0000 0.3417 0.1238 -0.2736 -0.1997
FSIZE 0.3417 1.0000 0.2348 -0.1736 -0.2805
FPRT 0.1238 0.2348 1.0000 -0.4996 -0.1293
FLEV -0.2736 -0.1736 -0.4996 1.0000 0.4145
FGRT -0.1997 -0.2805 -0.1293 0.4145 1.0000
Source: EViews 9.0 Output (2026)

It was observed from Table 4.2 above that firm size (FSIZE) was positively and
moderately correlated with social sustainability disclosure (SSD= 0.3417). Firm
profitability (FPRT) was positively and moderately correlated with social sustainability
disclosure (SSD= 0.1238). In the case of firm leverage (FLEV), the variable was
negatively and moderately correlated with sustainability disclosure (SSD= -0.2736) and
firm growth (FGRT) was negatively and moderately correlated with social sustainability
disclosure (SSD=-0.1997). Furthermore, to check for the possibility of multicollinearity
problem, a Variance Inflation Factor (VIF) was conducted and the result is presented in
table 4.3 below:

Table 4.3: Variance Inflation Factors

Uncentere

Variable
Coefficient
Variance

d
VIF

Centered
VIF

C 0.029528 76.28505 NA
FSIZE 0.000493 69.50671 1.137035
FPRT 1.80E-06 1.493767 1.403718
FLEV 9.84E-07 10.38623 1.600979
FGRT 1.48E-10 1.334882 1.304142

Aggregate value Centered VIF = 1.3614

Source: EViews 9.0 Output (2026)



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 57

From table 4.3 above, it is shown that the mean VIF is 1.3614. It is however, the rule of
VIF to place a benchmark mean of 10 for acceptance level. Hence it is assumed that
any result that produces mean VIF above 10 has a case of high correlation of the
independent variables. Since our result is 1.3614, which is far lesser than the
acceptable level of 10, we conclude that there is no possibility of multicollinearity
among the explanatory variables.

4.3 Test of Hypotheses
The binary regression result showing that sustainability disclosure proxied by social
sustainability disclosure is presented in table 4.4 below:
Table 4.4: SSD Binary Logistic Regression

Variable Coefficient Std. Error z-Statistic Prob.

C -2.402266 0.772044 -3.111567 0.0019
FSIZE 0.617675 0.108033 5.717462 0.0000
FPRT -0.009808 0.004951 -1.980801 0.0476
FLEV -0.018000 0.004501 -3.999199 0.0001
FGRT 3.17E-05 5.33E-05 0.594820 0.5520

McFadden R-squared 0.183902 Mean dependent var 0.801153
S.D. dependent var 0.399709 S.E. of regression 0.361991
Akaike info criterion 0.842958 Sum squared resid 44.81478
Schwarz criterion 0.898424 Log likelihood -141.2532
Hannan-Quinn criter. 0.865042 Deviance 282.5064
Restr. deviance 346.1674 Restr. log likelihood -173.0837
LR statistic 63.66097 Avg. log likelihood -0.407070
Prob(LR statistic) 0.000000

Source: EViews 9.0 Output (2026)

Restatement of model specification
SSDit =β0(-2.40) +β1FSIZE(0.61) +β2FPRT(-0.009) + β3FLEV(-0.01) +β4FGRT(3.17) + et

It was discovered from the regression result that McFadden R2 value of 0.1839 implies
that about 18% of the proportion of variations in social sustainability disclosure was
explained by independent variables. The remaining 82% implies other possible
variables that contribute to social sustainability disclosure not captured in the study
(capital intensity; firm age; firm liquidity). The LR-statistic (F-statistic) value of 63.6609
with probability value (0.0000) < 0.05 showed that the logistic regression fitted is valid,
reliable, appropriate and acceptable for examining the relationship between the
variables. Specifically, the results show that firm size (FSIZE) had a positive coefficient
value of 0.6176 and a p-value of 0.0000. This means that firm size had a significant
effect on social sustainability disclosure of listed manufacturing companies in Nigeria
(SSD) at a p-value < 0.05 level of significance. This therefore implies that changes in
firm size had the probability of increasing the level of social sustainability disclosure,
but are statistically significant. Firm profitability (FPRT) had a negative coefficient value
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of -0.0098 and a p-value of 0.0476. This means that firm profitability has a significant
effect on social sustainability disclosure of listed manufacturing companies in Nigeria
(SSD) at a p-value < 0.05 level of significance. The results also show that firm leverage
(FLEV) had a negative coefficient value of -0.0300 and a p-value of 0.0001, indicating
that firm leverage had a significant effect on social sustainability disclosure of listed
manufacturing companies in Nigeria (SSD) at a p-value < 0.05 level of significance.
This demonstrates that changes in firm leverage have the probability of reducing the
level of sustainability disclosures but are statistically significant. Firm growth (FGRT)
had a positive coefficient value of 3.17 and a p-value of 0.5520. This implies that firm
growth has an insignificant effect on the social sustainability disclosure of listed
manufacturing companies in Nigeria (SSD) at a p-value > 0.05 level of significance.
Accordingly, changes in firm growth have the probability of enhancing the level of social
sustainability disclosure, but are statistically insignificant.

Restatement of hypotheses
Hypothesis 1: Firm size has no significant effect on social sustainability disclosure
among listed manufacturing firms in Nigeria.

The result showed that firm size had a positive and a significant effect on social
sustainability disclosure of listed manufacturing companies in Nigeria at a p-value <
0.05 level of significance. Therefore, the null hypothesis is rejected that firm size has a
significant effect on social sustainability disclosure among listed manufacturing firms in
Nigeria.

Hypothesis 2: Firm profitability has no significant effect on social sustainability
disclosure among listed manufacturing firms in Nigeria.

The result showed that firm profitability had a negative and a significant effect on social
sustainability disclosure of listed manufacturing companies in Nigeria at a p-value <
0.05 level of significance. Therefore, the null hypothesis is rejected that firm profitability
has a significant effect on social sustainability disclosure among listed manufacturing
firms in Nigeria.

Hypothesis 3: Firm leverage has no significant effect on social sustainability disclosure
among listed manufacturing firms in Nigeria.
The result showed that firm leverage had a negative and a significant effect on ocial
sustainability disclosure of listed manufacturing companies in Nigeria at a p-value <
0.05 level of significance. Therefore, the null hypothesis is rejected that firm leverage
has a significant effect on social sustainability disclosure among listed manufacturing
firms in Nigeria.
Hypothesis 4: Firm growth has no significant effect on social sustainability disclosure
among listed manufacturing firms in Nigeria.
The result showed that firm growth had a negative and an insignificant effect on social
sustainability disclosure of the listed manufacturing companies in Nigeria at a p-value >
0.05 level of significance. Therefore, the null hypothesis is accepted that firm growth
has no significant effect on social sustainability disclosure among listed manufacturing
firms in Nigeria.
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4.4 Discussion of Findings

The binary logistic regression results show that firm size had a positive and a significant
effect on social sustainability disclosure of listed manufacturing companies in Nigeria at
a p-value < 0.05 level of significance. The result is consistent with the findings of Masila
et al. (2024) that firm size has a significant positive moderation effect on the
relationship between corporate sustainability reporting and financial performance. The
result showed that firm profitability had a negative and a significant effect on social
sustainability disclosure of listed manufacturing companies in Nigeria at a p-value <
0.05 level of significance. This result aligns with the findings of Iliemena et al. (2023)
while being inconsistent with the findings of Okoye et al. (2024) in Nigeria that
sustainability disclosure and performance have insignificant relationship. The result
showed that firm leverage had a negative and a significant effect on social sustainability
disclosure of listed manufacturing companies in Nigeria at a p-value < 0.05 level of
significance. The result is consistent with the findings of Tatsuya (2022) that firm
leverage has a positive and significant impact on social sustainability disclosure. The
result however, conflicts with the findings of Kwarteng et al. (2023) that firm leverage
has a positive but insignificant impact on sustainability performance. The result showed
that firm growth had a negative and an insignificant effect on social sustainability
disclosure of the listed manufacturing companies in Nigeria at a p-value > 0.05 level of
significance. The result contradicts the findings of Abdulsalam and Babangida (2020) in
Nigeria on the effect of sales and firm size on sustainability reporting that sales growth
has a negative significant effect on sustainability reporting. The finding of Wang (2017)
in Taiwan that firm growth has a significant positive relationship with the disclosure of
social sustainability reporting.

5. Conclusion
The study empirically examined the effect of firm characteristics on social sustainability
disclosure among listed manufacturing companies in Nigeria. Secondary data were
collected from listed manufacturing companies in Nigeria for the period of 2014 to 2023.
The data generated were analyzed using descriptive statistics, correlation analysis and
OLS regression analysis. It was discovered that firm size has a positive and a
significant effect on social sustainability disclosure of listed manufacturing companies in
Nigeria at p-value < 0.05 level of significance, firm profitability has a negative and a
significant effect on social sustainability disclosure of listed manufacturing companies in
Nigeria at p-value < 0.05 level of significance, firm leverage has a negative and a
significant effect on social sustainability disclosure of listed manufacturing companies in
Nigeria at p-value < 0.05 level of significance and firm growth has a positive and an
insignificant effect on social sustainability disclosure of listed manufacturing companies
in Nigeria at p-value > 0.05 level of significance.

5.1 Recommendations
Based on the findings of this study, it is recommended that:

(i) Stakeholders of listed manufacturing companies in Nigeria should continue to
expand the size of firms in order to increase the level of social sustainability
disclosure.

(ii) Since firm profitability is negative, a firm’s management should ensure that there
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is a profitability-driven strategy because it has the tendency of reducing the level of
social sustainability disclosure among the listed manufacturing companies in
Nigeria.

(iii) Given the significant and negative effect of firm leverage, stakeholders of the
listed manufacturing companies in Nigeria should be cautioned against high leverage,
as it has the propensity of reducing the level of social sustainability disclosure.
(iv) The management of the listed manufacturing companies in Nigeria should
implement a sound growth strategy that would improve the level of social sustainability
disclosure in the long run.

6. Contribution to future research
6.1 Contribution to Knowledge

This study contributes to the body of knowledge by discovering that:
(i) Firm size is a firm characteristic variable that significantly improves the level of

social sustainability disclosure.
(ii) What adversely affect sustainability accounting disclosure in the Nigerian listed

manufacturing companies among the variables considered in this study were firm
profitability and firm leverage. These new findings show that firm profitability and
firm
leverage contribute negatively to social sustainability disclosure.

(iii) Firm growth is not a driver of social sustainability disclosure among listed
manufacturing companies.

6.2 Suggestions for further Studies
The study suggests that further studies on firm characteristics and sustainability
accounting disclosure in Nigeria should sample the entire quoted non-financial
companies in Nigeria Exchange Group (NGX).
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RESULTS

Descriptive Statistics

SSD FSIZE FPRT FLEV FGRT
Mean 0.801153 7.329164 4.397262 58.78847 283.1926
Median 1.000000 7.310000 4.210000 58.28000 9.470000
Maximum 1.000000 9.600000 108.9000 222.9700 18091.06
Minimum 0.000000 5.240000 -179.9200 4.280000 -100.0000
Std. Dev. 0.399709 0.946534 17.38636 25.13244 1847.201
Skewness -1.509035 0.006512 -2.974452 1.536424 7.475184
Kurtosis 3.277187 2.290747 42.60128 10.17083 60.87327
Jarque-Bera 132.8082 7.275573 23186.11 879.9807 51657.15
Probability 0.000000 0.026311 0.000000 0.000000 0.000000
Sum 278.0000 2543.220 1525.850 20399.60 98267.84
Sum Sq. Dev. 55.27954 309.9909 104590.8 218547.2 1.18E+09
Observations 347 347 347 347 347

SSD FSIZE FPRT FLEV FGRT
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Correlation

SSD 1.000000 0.341792 0.123825 -0.273625 -0.199723
FSIZE 0.341792 1.000000 0.234814 -0.173600 -0.280577
FPRT 0.123825 0.234814 1.000000 -0.499658 -0.129346
FLEV -0.273625 -0.173600 -0.499658 1.000000 0.414519
FGRT -0.199723 -0.280577 -0.129346 0.414519 1.000000

Binary Regression results
Dependent Variable: SSD
Method: ML - Binary Probit (Newton-Raphson / Marquardt steps)
Date: 06/02/25 Time: 08:21
Sample: 1 350
Included observations: 347
Convergence achieved after 4 iterations
Coefficient covariance computed using observed Hessian

Variable Coefficient Std. Error z-Statistic Prob.

C -2.402266 0.772044 -3.111567 0.0019
FSIZE 0.617675 0.108033 5.717462 0.0000
FPRT -0.009808 0.004951 -1.980801 0.0476
FLEV -0.018000 0.004501 -3.999199 0.0001
FGRT 3.17E-05 5.33E-05 0.594820 0.5520

McFadden R-squared 0.183902 Mean dependent var 0.801153
S.D. dependent var 0.399709 S.E. of regression 0.361991
Akaike info criterion 0.842958 Sum squared resid 44.81478
Schwarz criterion 0.898424 Log likelihood -141.2532
Hannan-Quinn criter. 0.865042 Deviance 282.5064
Restr. deviance 346.1674 Restr. log likelihood -173.0837
LR statistic 63.66097 Avg. log likelihood -0.407070
Prob(LR statistic) 0.000000

Obs with Dep=0 69 Total obs 347

Obs with Dep=1 278

Variance Inflation Factors
Date: 06/02/25 Time: 08:22
Sample: 1 350
Included observations: 347

Variable
Coefficient
Variance

Uncentered
VIF

Centered
VIF

C 0.029528 76.28505 NA
FSIZE 0.000493 69.50671 1.137035
FPRT 1.80E-06 1.493767 1.403718
FLEV 9.84E-07 10.38623 1.600979
FGRT 1.48E-10 1.334882 1.304142
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Abstract
This study investigated the impact of selected macroeconomic variables on the
performance of non-oil sector of manufacturing industries in Nigeria, together with the
moderating role of quality governance on foreign direct investment. The autoregressive
distributed lag technique was employed on a quarterly dataset from 2000Q1 to 2023Q4.
The results submit first, that there are no long run relationships between the regressand
and the regressors. This was further corroborated by the long run result which showed
no discerning relationship between the variables in the model as revealed by the ARDL
bound test. Second, government expenditure, real gross domestic product as well as
real exchange rate all had significant impact on the concerned sector. While regulatory
control, foreign direct investment (FDI) together with its interaction did not exert any
meaningful impact on manufacturing sector’s productivity. The same report was seen
for sectorial bank credit. Based on this, the study recommends amongst others, that
government should create an investor-friendly environment by implementing strict
compliance with growth engendered policies, reduce bureaucratic bottlenecks, and
ensure policy stability. Targeted incentives, such as tax holidays or import duty waivers
for manufacturing-related investments, can also help attract high-quality FDI in Nigeria.

KEYWORDS: Non-oil sector, sectorial bank credit, manufacturing sector, regulatory
quality

1.0 INTRODUCTION
The Nigerian economy is one with diverse sectors, and the oil and gas sector plays a
dominant role in terms of government concentration, foreign earnings and contribution
to the nation’s gross domestic product (GDP). However, in recent times, records have
shown that the government has advanced effort in the angle of policy inclusion to other
non-oil sectors of the economy so as to bring about diversification, all round growth and
economic stability. The non-oil sectors such as agriculture, manufacturing and
construction, as well as trade and service (telecommunication and finance) industries,
amongst others are different fragments that make the buildup or structure of the
Nigerian economy. Nigeria as an emerging nation has been foxed with a monoculture
plague of relying majorly on earnings from crude oil. The need for massive
diversification is long overdue. Thus, the idea of diversification refers to directing efforts
into other productive angles which the nation has more potentials. In bit to combat food
shortage, create jobs to meet rising population, attract foreign investments and
encourage economic wide growth, there is the need to diversify economic activities,
encourage local industries and engender growth in Nigeria (Ideh, Okolo, & Emengini,
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2021; Uzonwanne, 2015).
The manufacturing sector is one of the many non-oil subsectors that is very crucial to
the growth of any emerging economy, Nigeria inclusive. It tends to substantially impact
GDP, create employment, and generate export revenues, (OgunjobiI, Oluga, Oyeniyi, &
Oladipo, 2025; Okedele, Osabuohien,

Akinyemi-Babajide, & Edafe, 2023; Osakede & Adenikinju, 2022). The manufacturing
sector, once a vibrant part of Nigeria’s economy in the post-independence era, has
faced significant challenges over the decades. One of which was its abandonment in
the wake of oil and gas in Nigeria (Owamah, & Mgbomene, 2025; Gobna, Usman &
Mohammed, 2022; Osabohien, Akinpelumi, Matthew, Okafor, Iku, & Olawande, 2019,
Bature, 2012). The neglect of the sector has caused its value added (% to GDP) to
nosedive into a very depreciating position, where its productivity, measured by
contribution to GDP revolved within 8 to 10 percent for a period of 20 years, that is,
from 2004 to 2024. Statistically, the sector had seen some better days where it
maintained an average contribution of 20 percent to growth for a period of 17 years, in
the early 80s to 90s. However, recent efforts to revitalize the sector through strategic
policies geared towards the sector, such as the national industrial policy which aims at
generating a projected 25 percent contributory action to the nation’s GDP by 2035,
prioritizing local product, encouraging private participation, injection of ₦75bn loan to
the said sector, and other activities by the Nigerian bank of Industry, have shown
potentials for fostering sustainable economic growth. Thus, reflecting the robust link
between macroeconomic and fiscal stabilization actions with manufacturing sector’s
growth. With this, there is need to examine the efficacy of government interference,
through regulatory governance indicator on the concerned sector. This intricate
relationship between financing mechanisms, regulatory quality and manufacturing
sectors’ performance calls for more examination. Though it has been underscored by
researchers in this discourse but their research mostly aligned with economic growth
directly and with conflicting submissions and some others took the agricultural sectors’
curve (Owamah & Mgbomene, 2025; OgunjobiI, Oluga, Oyeniyi, & Oladipo, 2025; Ideh,
Okolo, & Emengini, 2021; Afolabi & Laseinde, 2019).
A vital commitment of this paper is its focus on investigating the contributions of
selected macroeconomic variables of bank lending to the concerned sector,
government expenditure, foreign direct investment, institutional variable of regulatory
quality, together with its role in influencing foreign direct investments on manufacturing
sector’s productivity in Nigeria.

2.0 LITERATURE REVIEW
Conceptual Literature
The non-oil sector of oil producing economies refers to all economic activities outside
the oil and gas industry (Ajayi & Omotunde, 2022), and for Nigeria, it represents over
97% of her GDP as at 2025Q4. The over reliance on crude oil led to the detriments of
the productivity of other substantial sectors. However, recent statistics has shown some
levels of improvements as policies are been adjusted to boost growth and productivity
of the non-oil sector.
Quality governance on the one hand as put forward by AlShiab, Al-Malkawi, and
Lahrech (2020) simply refers to improvements in institutional variables which includes
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but not limited to rule of law, control of corruption, accountability, and political stability,
which engineers financial transactions, economic development and the possibility of
attracting foreign investments.
Theoretical Literature
Financial Intermediation Theory
Financial intermediation theory, developed by James Tobin (1963) and Merton Miller
(1961), emphasized the role of financial intermediaries of financial institutions in
channeling funds from savers to borrowers, thereby facilitating growth. According to
Tobin, financial intermediaries are critical in reducing information asymmetry and
transaction costs, which in turn promotes the efficient allocation of capital (Tobin, 1963).
Levine (1997) argued that well-functioning financial intermediaries are essential for
growth as they improve resource allocation and mobilize savings for investment
purposes. Similarly, Beck, Levine, and Loayza (2000) highlighted that efficient financial
systems are pivotal in promoting industrial growth by providing long-term financing
options.
In the context of Nigeria, the financial intermediation theory is particularly relevant as it
helps to explain the role of commercial bank loans and other financial products in
supporting non-oil sectors. This study aligns with financial intermediation theory which
asserted that an efficient financial system is crucial for channeling funds into productive
sectors of the economy, especially non-oil sector.
Empirical Literature
Non-oil and economic growth
To begin with, the study of Duru, Kabia, Filani, and Abayomi (2025) submitted that non-
oil revenue in the area of tax revenue collection (education and company tax) exerted
positive effects on GDP but was statistically insignificant. However, in the long run of
the ARDL technique employed, both taxes became statistically significant on Nigeria’s
GDP, with education tax revenue turning negative. Their study covered from 1994 to
2023.
Recently as well, Owamah, and Mgbomene, (2025) investigated a comparative effect of
oil and non-oil sector on GDP. The result revealed that oil sector had a far-reaching
effect on Nigeria’s GDP than the non-oil sector due to positive and significant effect of
the former both in the long and short run, unlike the later. The ARDL technique was
used on a dataset from 1981 to 2023.
Conversely, similar research by Atuma, Chukwu, Nkwagu, Agwu, Chukwuajah, and
Udenta (2024) in Nigeria, showed that the non-oil sector contributed better (positive)
than its counterpart (oil sector). Though the study used a different analytical technique
(VECM) from 1981 to 2019.
The study of Abdullahi, Muhammad and Yahaya, (2024) investigated the impact of non-
oil exports on Nigeria economic growth using the ECM technique from 1980 to 2021.
The result revealed that non-oil exports in Nigeria had no significant implications on the
growth levels of the economy both in the short and long run. The study of Okpala and
Anyanwu (2023) submitted that credit to non-oil sector of manufacturing industries
amongst others, influenced economic growth from 1986 to 2018 and the ARDL
technique was employed.
Still on non-oil sector contribution to economic growth, the study of Ideh, Okolo, and
Emengini, (2021) submitted that non-oil sector influenced growth in Nigeria significantly
by 92 percent from 2000 to 2019, having used the VAR method of data estimation.
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Selected macroeconomic variables and manufacturing sector
A similar study to Muhammad, Abdullahi, and Abdul-Azeez (2021), was carried out by
Nwikina, Wadi, Wilson, and Edi (2025). It was revealed that while real exchange rate
did not exert any meaningful effect on manufacturing productivity, external reserve and
trade openness showed a meaningful impact on the concerned sector in Nigeria from
1985 to 2022. The ECM technique was adopted. Sunday (2025) submitted that finance
to the manufacturing sector amongst other variables, did not yield the expected result
of positive and statistically significant influence, having admitted 385 questionnaires to
the six geopolitical zones in Nigeria.
In establishing a link between fiscal policy and manufacturing sector’s productivity in
Nigeria from 1986 to 2017, Muhammad, Abdullahi, and Abdul-Azeez (2021) submitted
that there is no statistically significant effect of government national expenditure on the
concerned sector. Their study used the ARDL mechanism to reveal this fact. However,
effective exchange rate and tax revenue exerted significant and negative impact on
manufacturing sector for the periods covered. The study of Akinuli, B. O., Akintan, A. A.,
Adedayo, O. C., & Adedotun, A. K. (2024) also investigated the effect of exchange rate
on manufacturing sector’s productivity in Nigeria. The study revealed that, while FDI
was lost in the estimation process, exchange rate exerted no meaningful effect on the
concerned sector both in the short and long run. Having employed the ARDL technique.
The submission of Ogunewe, Ananwude and Nduka (2020) revealed that non-oil
exports did not significantly influence the growth levels of manufacturing sector in
Nigeria from 1986 to 2018, having employed the ordinary least square technique.
Kenny (2019), employed the VECM technique and noted that gross fixed capital
formation as well as exchange rate, positively influenced manufacturing sector’s
productivity in Nigeria from 1981 to 2015.

A careful read-through of the empirical literatures highlighted, reveals the significance
of non-oil sector- manufacturing productivity on growth and it further establishes factors
that can influence its productivity. However, none has taken into consideration the
effect and role of regulatory quality which is very germane in this discourse, especially
in the Nigeria clime. Also, majority of studies in this discourse are directed towards
growth, rather than specific sub sectors. This study intends to cover this gap by
investigating not only financing to the non-oil sector of manufacturing sector’s
performance, but also the role of quality governance on the said sector, as well
examining its influencing role on foreign direct investment to manufacturing sector
productivity in Nigeria from 2000Q1 to 2023Q4.

3.0 METHODOLOGY
Model Specification
The model is designed in line with the underpinning theory and objectives of this study,
and it is specified in its functional form, mathematical form and econometrics form in 1a,
1b, and 1c respectively.
MANCt = f (BCMANt, GOVTEXt, FDIt, RQt, RQ*FDIt, RGDPt, EXCHRATEt)………1a
Where:
MANC= Manufacturing contribution to RGDP (sector’s productivity)
BCMAN= Bank credit to the manufacturing sector
GOVTEX=Government Expenditure
FDI=Foreign Direct Investment
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RQ= Regulatory Quality
RQ*FDI= interaction of Regulatory Quality and Foreign Direct Investment
EXCHRATE= Exchange rate (control variable)
RGDP= Real Gross Domestic Product (control variable)
Mathematical form of the model is given as:
MANCt = β0+ β1MANCt-1 + β2BCMANt+ β3 GOVTEXt + β4FDIt + β5 RQt + β6 RQ*FDIt + β7RGDPt

+ β8EXCHRATEt.................................................................................1b
Econometric form of the model is given as:
MANCt = β0+ β1MANCt-1 + β2BCMANt+ β3 GOVTEXt + β4FDIt + β5 RQt + β6 RQ*FDIt + β7RGDPt

+ β8EXCHRATEt + εt...................................................................................1c
β0 = intercept
β1, β2, β3, β4, β5 and β6 = are the partial slope coefficient or parameters of repressors’
µt = Error term.

Apriori Expectation
β1, β2, β3, β4, β5 and β6 > 0
Estimation Procedure
This study relied on secondary dataset from 2000Q1 to 2023Q4 sourced from Central
Bank of Nigeria Statistical Bulletin and World Bank Development Indicator. It is
important to note here that; first, there is a linear estimation of the dependent variable
and independent variables, which also included the moderating role of governance and
Foreign Direct Investment on manufacturing sector’s productivity in Nigeria.
The method of estimation employed in this study is the ARDL which is well suited for
variables with varying levels of stationarity, however the basic and necessary
preliminary test precedes it.

PRESENTATION AND INTERPRETATION OF REGRESSION RESULTS
Descriptive Statistics
The descriptive statistics showing the properties of the data employed in this study is
reported in Table 4.1
Table 4:1 Descriptive Statistics

MANC BCMAN GOVTEX FDI RQ*FDI RGDP EXCHRATE

Mean 8.427237 5.181323 8.242643 21.78322 -19.98827 10.86165 101.5708
Median 8.346687 5.684632 8.431067 21.92118 -19.81419 10.97130 100.5039
Maximum 8.818032 7.721064 9.893861 22.90267 -15.29848 11.22194 133.1903
Minimum 7.999897 2.425658 6.552522 18.27903 -27.60343 10.14370 70.16199
Std. Dev. 0.326284 1.803997 0.878001 0.911691 3.074185 0.342727 18.06645
Skewness 0.012235 -0.348419 -0.166099 -1.363705 -0.832713 -0.707265 -0.167265
Kurtosis 1.171020 1.569232 2.193711 5.607436 3.310044 2.163802 1.884102
Jarque-Bera 13.24366 10.02520 3.010145 56.35674 11.35952 10.68798 5.372010
Probability 0.001331 0.006654 0.222001 0.000000 0.003414 0.004777 0.068153

Source: Author’s computation, 2026. E-views 10 output
Table 4.1 provides an insightful summary of the research variables. The mean of
MANC averages 8.427237, with a standard deviation of 0.326284, indicating moderate
dispersion around the mean. Its value of skewness; 0.012235 suggested a subtle
tendency for higher growth values, while the kurtosis of 1.171020 reflects a distribution
that is slightly flatter than normal, signifying a lower probability of extreme values.
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Trend Analysis
Figure 1: Trend of manufacturing sector contribution to RGDP in Nigeria.
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Source: Authors’ Computation (2026)
Figure 1 shows a rising trend of manufacturing sector’s productivity in Nigeria from
2010 to 2014 where it experienced a peak before the decline 2016. It also recorded
some levels of fluctuations before the steady rise from 2021 to 2023. This implies that
manufacturing sector productivity in Nigeria has a positive trend.

Unit Root Test
Table 4.2 ADF Unit Roots Test
Variables ADF test 5% critical ADF test 5% critical Order of

Statistics
levels

at values Statistics at first
difference

values Integration

MANC -1.424384 -3.457808 -10.03522 -3.458326 1(1)
BCMAN -1.296189 -3.457808 -9.601192 -3.458326 1(1)

GOVTEX -2.631310 -3.457808 -9.128393 -3.458856 1(1)

FDI -0.604670 -3.458856 -9.704689 -3.459950 1(1)

RQ -2.191521 -2.892200 -9.540881 -3.458326 1(1)

RQ*FDI -2.343690 -3.457808 -9.492607 -3.458326 1(1)

RGDP -0.773035 -3.458326 -11.10981 -3.458856 1(1)

EXCHRATE -2.467984 -3.457808 -9.730450 -3.458326 1(1)

Source: Author’s compilation 2026, using E-views 10 output.

Table 4.2 shows the ADF test for stationary, and it can be depicted that none of the
variables were stationary at levels but all became stationary after first difference.
Bound Test for Co-integration
The Bound test for co-integration is used to check if there is a long run relationship
among variables, below are the bound test for co-integration
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Table 4.3: 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 1.687633 10% 2.03 3.13
K 7 5% 2.32 3.5

2.5% 2.6 3.84
Source: Author’s compilation 2026, using E-views 10 output.

Given the result of bound test in table 4.3 with the F-statistics value of 1.687633, which
is lesser than 2.32 of the I(0) and 3.5 I(1) bound at 5%, the null hypothesis of no long
run relationship cannot be rejected, thus, there exist only a short-run co-integrating
relationship among variables in our model.
Lag Selection Criterion
In ARDL modeling, it is of vital importance to determine the optimal lag and to find out
the appropriate lag periods of the model. The lag selection results from the Vector error
correction model result were employed and it is presented in Table 4.4
Table 4.4 Lag Selection Criterion

Lag LogL LR FPE AIC SC HQ

0 -435.3062 NA 0.000533 9.490456 9.653849 9.556429

1 283.3757 1329.175* 2.25e-10* -5.190875* -4.047121* -4.729060*

Source: Author’s compilation 2026, using E-views 10 output.
The optimal lag length for this model is 1. This is decided based on the
recommendation of the Akaike information criterion.
ARDL Regression Results
The combined ARDL Results Short Run Error Correction
Table 4.5.0 Combined ARDL Result

Variable Coefficient Std. Error t-Statistic Prob.*

LOGMANC(-1) 0.940242 0.048284 19.47329 0.0000
EXCHRATE 0.001811 0.000866 2.091414 0.0395
EXCHRATE(-1) -0.001239 0.000902 -1.374076 0.1731
FDI 1.15E-11 1.26E-11 0.911888 0.3645
LOGBCMAN -0.001283 0.003250 -0.394688 0.6941
LOGRGDP 0.912694 0.153027 5.964261 0.0000
LOGRGDP(-1) -0.886609 0.152800 -5.802419 0.0000
LOGGOVTEX -0.137778 0.045863 -3.004111 0.0035
LOGGOVTEX(-1) 0.139248 0.046972 2.964468 0.0040
RQ 0.024998 0.047302 0.528473 0.5986
RQ_FDI 1.89E-11 1.47E-11 1.283276 0.2030
C 0.199376 0.401395 0.496708 0.6207

R-squared 0.992135 Mean dependent var 8.435849
Adjusted R-squared 0.991092 S.D. dependent var 0.325682

F-statistic 951.7895 Durbin-Watson stat 2.224162
Prob(F-statistic) 0.000000
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Source: Author’s compilation 2026, using E-views 10 output
The short run analysis of manufacturing sector productivity model in relation to selected
macroeconomic variables are reported in table 4.5.1.

Table 4.5.1 Short Run Error Correction Result
Dependent Variable MANC
Variable Coefficient Standard Err. T-Statistics Prob
D(GOVTEX) -0.137778 0.042486 6.642407 0.0017
D(RGDP) 0.912694 0.137404 2.359399 0.0000
D(EXCHRATE) 0.001811 0.000768 3.873075 0.0207
CointEq(-1)* -0.059758 0.015618 -3.242905 0.0003

R Squared 0.449804
Adjusted R Squared 0.425351
F-Statistics 18.39452
Prob(F Statistics) 0.000000
Durbin-Watson Stat 2.224162

Source: Author’s compilation 2026, using E-views 10 output.

Table 4.5.1 provided the short run results of the model based on the ARDL (1, 0, 0, 1, 1,
1, 0) process selected. The coefficient of the error correction term CointEq(-1) was
negative (-0.059758) and significant at the 5 percent level. This met with apriori
expectation and indicated that about 60 percent of the deviations of the model from its
equilibrium value in previous period were corrected in the current period. The R-
Squared is 0.449804 while the adjusted R-Squared is 0.425351 when adjustments
were made for the degree of freedom. This implies that about 45 percent of the
variations in the sector’s productivity were explained by all the explanatory variables
(BCMAN, GOVTEX, FDI, RQ, RQ*FDI, EXCHRATE and RGDP). Note that in the short
run, BCMAN, FDI, RQ and RQ*FDI were automatically eliminated by the process. The
F-statistics together with the probability value showed that the model is statistically
significant at 5% level of significance. This implies that the overall model is significant in
explaining the variations.

Furthermore, GOVTEX was negative and statistically significant at 5% level of
significance going by the probability value of 0.0017. The negative value of government
expenditure indicated that 1 percent rise in government expenditure would reduce
MANC by 13% over the period under study. This finding contradicts that of Muhammad,
Abdullahi, and Abdul-Azeez (2021). Also, the coefficient of RGDP of 0.912694 with
probability value of 0.0000 reflected a significant contribution to the productivity of
manufacturing sector in Nigeria and was rightly behaved, thus, a 1 percent increase in
economic growth will bring about 91 percent increase in the sector. This further
supports the economic idea that the level of an economy’s growth can stimulate further
growth of internal sectors. EXCHRATE was also reported positive and significant at 5%
level of significance judging by the probability value of 0.0207. The positive value of
exchange rate indicated that 1 percent rise in exchange rate would increase the
manufacturing sector contribution to RGDP by 0.001811 units in the short run all things
being equal. This submission is in tandem with that of Muhammad, Abdullahi, and
Abdul-Azeez (2021), but does not corroborate the findings of Nwikina, Wadi, Wilson,
and Edi (2025).
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Table 4.5.2 Estimated Long Run Result
Variable Coefficient Standard Error T-Statistics Prob

LBCMAN -0.021462 0.051641 -0.415610 0.6788

LGOVTEX 0.024603 0.274482 0.089635 0.9288
FDI 1.92E-10 2.68E-10 0.717641 0.4750
RQ 0.418318 0.844983 0.495061 0.6219
RQ*FDI 3.16E-10 3.30E-10 0.955018 0.3423
LRGDP 0.436517 0.834675 0.522978 0.6024
EXCHRATE 0.009564 0.009507 1.005977 0.3174
C 0.199376 0.401395 0.496708 0.6207

Source: Author’s compilation 2026, using E-views 10 output.

The result in table 4.5.2 showed that Bank credit to manufacturing sector (BCMAN)
reported a negative and not statistically significant relationship with manufacturing
sector performance going by the coefficient -0.021462 and 0.6788 probability value.
The implication is that when bank credit to the sector is high enough to contribute
significantly to its output, manufacturers may struggle to invest in new equipment,
technology and development, hindering their ability to innovate and remain competitive.
Also, without access to sufficient credit, manufacturers may be forced to reduce
production, leading to a decline in productivity.

Government expenditure (GOVTEX) was positively related to manufacturing sector’s
performance. This implies that all things being equal, a rise in government expenditure
will lead to an increase in productivity of the concerned sector. But based on the
probability value of 0.9288 it is obvious that government expenditure has an
insignificant impact on manufacturing sector productivity in the long run. Foreign Direct
Investment (FDI) also reported a positive and insignificant relationship with
manufacturing sector output. Foreign direct investment injects foreign capital into the
economy and by extension different sectors of the economy is expected to be improved
as a reason of such injection, including the manufacturing sector. The result thus
revealed that a unit increase in FDI will cause an increase in manufacturing sector’s
output by 92%. But this is yet to be high enough to contribute significantly to the
concerned sector.

Moreover, the institutional variable of regulatory quality (RQ) was positively signed but
still revealed an insignificant contribution to the sector’s output.
The Interaction of regulatory quality and foreign direct investment (RE*FDI) improved
the contribution of foreign direct investment to manufacturing sector by 16% in the long
run but it was statistically insignificant at 5% level of significance as well. The
implication of this interaction is that high quality regulations provide a stable and
predictable business environment, encouraging FDI inflows. This stability allows foreign
investors to make informed decisions, reducing uncertainty and risk. Also, regulations
that promote fair competition and prevent anti-competitive practices creates a level
playing field for foreign investors, encouraging investments in Nigeria and the
manufacturing sector.
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Furthermore, real gross domestic product (RGDP) showed a positive but not
statistically significant relationship on MANC. As RGDP rises, aggregate demand
follows suit, however, this economic expectation is not reflecting on the productivity of
the manufacturing sector in Nigeria. Exchange rate (EXCHRATE) had a positive and
insignificant relationship with manufacturing sector contribution to economic growth.

Post-Diagnostics Test Results
It is still important to check for the validity of the estimated model; hence a battery of
diagnostic tests was performed. The results of these tests are reported as follow:

Result of Test for Autocorrelation
This test is done using the Breusch-Godfrey series correlation LM test
The hypothesis is given as;
Ho: There is no autocorrelation among the residuals. The decision rule is that Ho is
rejected if the P-value of the observed R2(N* R2) of the Breusch-Godfrey series
correlation LM test is greater than 0.05.
Table: 4.6 Result of Breusch-Godfrey series correlation LM test

Observed R2 Prob. Chi-Square(2)
0.452209 0.7976

Source: Author’s compilation 2026, using E-views 10 output.

The probability value is greater than 0.05 implying that the residuals are not serially
correlated. Hence, we fail to reject the null hypothesis.

Result of Test for Heteroscedastic
Table 4.7 Result of Breusch-Pagan Godfrey Test for Heteroscedasticity

Observed R2 Prob. Chi-Square(2)

3.327781
0.5045

Source: Author’s compilation 2026 using E-views 10 output.

It is also assumed that the residuals of an estimated equation have constant variance
and the violation of this assumption affects the efficiency of the estimated parameters.
The Breusch-Pagan Godfrey serial correlation LM test result presented above showed
that the Chi-square probability value is 0.5045 is larger than 5% level of significance.
The null hypothesis of homoscedasticity is therefore not rejected.

Result of Test for Normality
Table 4.8 Results of Jarque-Bera Test for Normality
Skewness co- Kurtosis co- JB-statistics Prob-value
efficient efficient
-0.387683 3.747397 4.300912 0.116431
Source: Author’s compilation 2026, using E-views 10 output.

Jarque-Bera normality test statistics under the null hypothesis that the residuals are
normally distributed. The Jarque-Bera statistics is 4.300912 and the probability value of
0.116431 shows that it is substantially larger than 5% level which leads to non-rejection
of the normality assumption. Hence, residuals in the estimated model are normally
distributed.
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Robustness Checks
To ascertain the reliability of the regression results from ARDL technique. The Fully
Modified Ordinary Least Square (FMOLS) and the Dynamic Ordinary Least Squares
(DOLS) methods were employed. The results of FMOLS and DOLS are presented as
follows:
Table 4.9.1 Estimated MANC Model using FMOLS

Variable Coefficient Standard Error T-Statistics Prob
BCMAN -0.015363 0.010878 -1.412331 0.1614
FDI -3.65E-13 4.41E-11 -0.008272 0.9934
GOVTEX -0.077816 0.054183 -1.436175 0.1545
RQ 0.080846 0.165402 0.488781 0.6262
RQ*FDI 6.55E-11 5.11E-11 1.282129 0.2032
RGDP 0.734478 0.167063 4.396423 0.0000
EXCHRATE 0.005821 0.001785 3.260410 0.0016
R-squared 0.949445
Adjusted R-squared 0.945378

Source: Author’s compilation 2026 using E-views 10 output.

Table 4.9.2 Estimated MANC Model using DOLS
Variable Coefficient Standard Error T-

Statistics
Prob

LBCMAN -0.018057 0.012801 -1.410607 0.1632
FDI 2.05E-11 5.40E-11 0.380160 0.7051
LGOVTEX -0.104230 0.063139 -1.650791 0.1037
RQ 0.016527 0.217126 0.076117 0.9396
RQ*FDI 9.02E-11 6.05E-11 1.490561 0.1410
LGDP 0.748343 0.193917 3.859084 0.0003
EXCHRATE 0.006741 0.002111 3.192625 0.0022
R-squared 0.970284
Adjusted R-squared 0.957283

Source: Author’s compilation 2026 using E-views 10 output.

The robustness checks as presented in tables 4.9.1 and .2 using DOLS and FMOLS
showed that Exchange rate (EXCHRATE), and Gross Domestic Product (GDP) are
statistically significant in driving manufacturing sector contribution to GDP at 5% level of
significance, as seen in the short run. These results are similar to those of the short run
and long run estimate of the ARDL approach. This implies that the findings are reliable
as they tend to be consistent even with the use of other methods of analysis.

4.0 SUMMARY, CONCLUSION AND RECOMMENDATIONS
This study specifically investigated the impact of selected macroeconomic variables on
performance of non-oil sector of manufacturing industries in Nigeria, and the
moderating role of governance on foreign direct investment on the said sector from
2000Q1 to 2023Q4. The major findings of this study from the ARDL estimates are
enumerated as follows:
In the estimated results, it was observed that aggregate commercial banks’ sectorial
credit to the concerned sector do not have any significant effect on the performance of
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the manufacturing sector in Nigeria both in the short and long run. Government
expenditure revealed a significant impact on the concerned sector in the short run with
right sign but in the long run, it became insignificant even though the positive sign was
maintained. While, both Foreign direct investment (FDI) and regulatory quality did not
exert any discerning significant effect on the performance of the manufacturing sector
in Nigeria in both short and long run. Their interaction (FDI*RQ) was also seen to have
no statistically significant effect on the manufacturing sector’s performance in Nigeria,
though they were rightly signed. The variables- real gross domestic product and
exchange rate were significant to economic growth and rightly signed in the short run
both became insignificant in the long run, though their signs were maintained.

The empirical investigation of the effects of macroeconomic variables, together with the
link between regulatory quality and foreign direct investment on the productivity of the
manufacturing sector is of indispensable concern. Therefore, considering the immense
relevance of the manufacturing sector in Nigeria as emphasized in this study, it is
sufficient for it to draw the following recommendations:

First, policymakers should encourage banks to provide more affordable and accessible
loans to manufacturing firms. This can be achieved by offering credit guarantees and
interest rate subsidies to reduce the cost of borrowing for manufacturers.
Second, government should create an investor-friendly environment by implementing
strict compliance with growth engendered policies, reduce bureaucratic bottlenecks,
and ensure policy stability. Targeted incentives, such as tax holidays or import duty
waivers for manufacturing-related investments, can also help attract high-quality FDI.
Third, government spending should continue to focus more on infrastructures critical to
manufacturing, such as energy, transportation, and digital connectivity. Special
attention should be given to industrial parks and export processing zones to reduce
operational costs for manufacturers.

Finally, government should develop a comprehensive regulatory framework that
strengthen regulatory enforcement mechanisms so as to prevent corruption and also
establish agencies responsible for ensuring and upholding regulatory quality that
engenders investments and facilitates investment processes, fairness, transparency
and accountability.

Contribution to Knowledge
1. This study provides robust empirical evidence on the significant role of

commercial bank loans, FDI, and government expenditure and regulatory quality
in enhancing the performance of Nigeria’s manufacturing sector, offering insights
specifically to a developing economy context.

2. By examining institutional quality, and its interaction with FDI on manufacturing
sector, the study contributes to understanding how a combination of financial
and fiscal resources, as well governance drives industrial performance.
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Voluntary tax compliance among SMEs in Nigeria enhances internally generated
revenue (IGR), enabling infrastructure development, and ensuring business
sustainability and survival. Evidence from literature showed that SMEs non-compliance
with tax laws is driven by lack of government accountability, complex and high tax
burdens and poor awareness of regulations. Literature has shown that transparency
displayed by government of countries increased trust in government, compliance with
tax laws and enhanced revenue. Therefore, this study examined the effect of
government accountability and voluntary tax compliance among SMEs in Abuja
Metropolis. The study adopted the survey research design and collected data through
questionnaire administered to SMEs proprietors, with a population of 42,421 (Forty-two
thousand, four hundred and twenty-one) and a sample size of 430. Multiple regression
technique was used in analyzing the data. Findings from the study revealed a
significant relationship between transparency in government, openness in government
and voluntary tax compliance. The study concluded that government accountability
enhanced Voluntary Tax Compliance among SMES in Abuja metropolis. The study
recommended that government and its agencies should be more accountable to its
citizens in terms of tax revenue utilization for the provision of infrastructure in order to
enhance voluntary compliance. The government should provide education on voluntary
tax compliance to SMEs in order to boost tax morale, expand tax net and achieve more
sustained voluntary tax compliance that will increase revenue.
Keywords: Government accountability, transparency, openness, voluntary tax
compliance, tax morale

1.0 Introduction

Government accountability significantly and positively affects voluntary tax compliance,
as improved transparency, trust, and public service delivery encourage taxpayers
especially Small and Medium Enterprises (SMEs) to fulfill their obligations voluntarily.
When citizens perceive that tax revenues are utilized efficiently and with integrity,
voluntary compliance increases, fostering a sustainable tax culture. Conversely, when
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accountability is low, taxpayers are often forced into compliance rather than complying
voluntarily. The need to enhance voluntary tax adherence in Nigeria has led to
numerous consecutive governments attempting to reform taxes. Suffice it to say that
these reforms have failed to boost the anticipated rise in tax revenue over the years,
and this has snowballed into an unarguable tax gap as disclosed in the country's share
of income taxes in the country's complete income profile (Okere et al, 2025).
Governments of the United States, the United Kingdom, France, Germany, South Africa
and other developing countries, among others depend largely on tax income to finance
various projects in their countries. Nigeria like many other Sub- Saharan African
countries has been plagued with the lack of government accountability which has failed
to promote tax compliance. This poor state of accountability has now engaged the
attention of many African governments, especially in attracting foreign investments, as
well as the flow of foreign direct investments inflow into any economy.

Voluntary Tax Compliance is a tax system based on taxpayers complying with the tax
laws without being compelled by the tax authority to do so. Under this system taxpayers
are expected to report their income, calculate their tax liability and file a tax return and
this is made possible by the trust and cooperation ensuing between tax authority and
taxpayer and it is the willingness of the taxpayer on his own to comply with tax
authority’s directives and regulations. It is a contribution made by citizens of any society
to the state subject to the jurisdiction of the government, for reasons of residence or
property and the revenue generated is for the provision of social goods and services for
the economic growth and development of that society (Appah et al, 2023). Voluntary
tax compliance is essential for ensuring increased revenue collection and sustaining
public services, yet factors influencing compliance behaviour within the SMEs in the
Abuja Metropolis economic segment are not yet fully understood. There are indications
in Abuja Metropolis SMEs in Nigeria that the government institution at all levels is
intertwined with a web of public distrust and declining public trust (Agbo & Nche, 2022;
Ezeibe, et al, 2022). Okere et al, (2025) state that, on the one side, there is a large gap
between the rhetoric of transparency and accountability and, on the other, a
demonstrable commitment to values in political actors ' actions.

There have been studies in various regions, including Asia, America, Europe, Africa,
Australia, and Sub-Saharan Africa (SSA), which have extensively investigated the
determinants that shape SMEs’ compliance behaviours with tax regulations. Recent
studies conducted worldwide have extensively explored the determinants that influence
voluntary tax compliance among SMEs in diverse regions. For example, Li et al. (2021)
conducted a comprehensive survey highlighting that higher levels of tax literacy
positively collate with higher compliance behaviours among SMEs, demonstrating the
role of tax knowledge in tax compliance. Müller & Schmidt (2021) conducted similar
studies in Europe, which examined the impact of tax literacy, and their findings reveal
that improved tax knowledge is associated with improved tax compliance among SMEs,
highlighting the importance of tax education and public awareness. Furthermore,
studies in India, such as those by Kumar and Gupta (2022), underscore that
accommodating enforcement strategies have a positive influence on SME compliance
decisions. In America, Smith and Jones (2020) investigated the effects of service
delivery on SMEs’ tax compliance behaviour, suggesting that ‘softer’ approaches can
positively impact SMEs’ tax compliance. Furthermore, in Australia, Wang and Liu (2023)
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and Brown and White (2020) revealed that perceived equity is a critical determinant of
compliance among SMEs, indicating the importance of equity (or fairness) in tax
compliance decisions. Despite extensive scholarly efforts, there are still significant gaps
such as effect of accountability on tax compliance in the literature that require further
examination. Many existing studies conflate ‘forced compliance’, which arises from
authoritative enforcement, with ‘voluntary tax compliance’ or ‘effortless tax compliance’,
which is driven by intrinsic motivations (Otuya & Ofeimun, 2024; UN DESA, 2024). This
conflation leads to insufficient differentiation between these distinct forms of tax
compliance, leaving readers uncertain about the underlying mechanisms that influence
compliance behaviours.

Tax reforms in Nigeria and Abuja Metropolis inclusive such as the Self-Assessment in
Nigeria tax administration system for both SMEs and corporate entities which became
effective since 2011, has not significantly improved voluntary tax compliance or brought
about any significant improvement in tax revenue generation. Appiah et al., (2024) in
their study explores how democratic governance principles, transparency,
accountability, and participation, shape the voluntary tax compliance behaviour of
SMEs. They also emphasized that in democratic societies, the relationship between the
state and citizens is grounded in trust and cooperation, unlike the coercive approaches
of authoritarian regimes. Democracies focus on creating structures that incentivise tax
compliance, making it more equitable and sustainable.

Voluntary tax compliance hinges on good governance and public trust which is
orchestrated through accountable and transparent systems that uphold quality service
delivery at all spheres of governance. The value and measure of public service delivery
conveyed by any government to its citizenry is presumed a reflection of the quality of
governance and this influences taxpayer’s morale and compliance decisions. This is so
because accountability by tax authority is fundamental in influencing taxpayers to
comply with tax obligations if government performs effectively and efficiently in the
provision of social goods and services for the welfare of citizens (Wogo et al, 2023).
Tax morale is created when there is disbelief and trust deficit in the integrity of
government and governance, perception of corruption and pervasion in fiscal features
and ideologies thereby stalling the willingness to oblige tax compliance responsibilities.
Government accountability and fiscal integrity is indispensable for any functional tax
system underpinning confidence and trust between the citizenry (tax payers) and
government. Sebele-Mpofu (2020) posits that government transparency and
accountability in the utilisation of public resources and revenues guarantees confidence
in the tax system, and promotes positive tax morale and compliance attitude. The
institutionalisation of social contract between the government and the governed largely
justifies the level of voluntary attitude and attributes exuded by SMEs tax payers with
regards to tax obligations and outcomes. The Nigerian experience however depicts a
system that lacks credibility with the utilization of public resources to provide good
governance through provision of economic, social and infrastructural facilities. An
alignment exists between government accountability and voluntary tax compliance.

Tax compliance (TC) has recently become one of the important topics. For this reason,
understanding the predictors of tax compliance is critical for the country, government,
individuals, and organizations. Tax researchers have provided various definition of TC.
The most cited definition refers to tax compliance as the act of taxpayer filing all
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required tax returns at the proper time and the returns accurately report tax liability in
accordance with the rules, regulations and court decisions applicable at the time, the
return is filed (Nurmansyah et al 2021). Tax non-compliance is existed in almost all
countries. While tax non-compliance is a problem in many countries in this world, over
the years, many studies on tax compliance come from developed countries Wang and
Liu (2023) despite the fact that some findings from tax research suggest that tax
compliance problem is more prevalent in developing countries (Young et al, 2016).

Public trust in government, is one of the factors contributing to greater tax compliance
(Nurkholis et al., 2020), as tax non voluntary compliance tends to decline when society
perceives government accountability as being true and fair (Nimer et al., 2022).
Conversely, in environments where corruption and accountability are more perceptible,
citizens tend to feel that their tax payments are unfair due to the misallocation of public
resources either through diversion for illicit purposes or through inefficiency in public
management leading SMEs taxpayers to adopt measures to evade taxes (Lima et al.,
2022). Thus, tax evasion tends to be exacerbated in environments where corruption
prevails due to the sense of injustice that permeates taxpayers' perceptions (Nimer et
al., 2022). Cultural factors in Nigeria, including low trust in government, weak legal
enforcement, and ethnic/religious affiliations, significantly drive non-tax compliance.
Studies indicate that a culture of perceived government non-accountability and poor
infrastructure encourages taxpayers to evade taxes as a form of protest, with higher
evasion rates observed in certain groups. Tax revenues from SMEs are critical to
achieving optimal fiscal viability of governments whether developed or developing.
Overtime, the seamless mobilization of tax resources from SMEs through voluntary tax
compliance has been quite a herculean task hence impeding the flow of revenue for
financing public goods and services (Mbu-Ogar et al, 2023). Noami and Joel (2009)
espoused that the worth of tax revenue aggregated for any fiscal purpose is contingent
upon other factors, especially, the enthusiasm and willingness of taxpayers to comply
with tax regulations. Government accountability explains absolute transparency,
ingenuousness and openness in governments’ fiscal policy frameworks. These set an
atmosphere that breeds an appetite for voluntary tax compliance for extant and
evolving tax policies and regulations.

Many studies have been carried out in respect of tax compliance and the factors that
could influence it from varying perspectives. The main direction of most of the works
done in previous studies as posited by Musa, et al (2017), and others are related to
enforced tax compliance. Such perspectives have been explored by tax administrators
especially in developing countries, yet with little result. Meanwhile, good governance,
accountability, fiscal integrity and socio-economic factors as identified by Modugu, et al,
(2012); Mbu-Ogar et al, (2023) and Ige et al, (2023). has become a very crucial aspect
that needs deeper research as it is a global concept considered to be of a significant
influence on tax compliance in Nigeria. Mbu-Ogar et al, (2023) are of the view that if
government is assumed as an entity that is accountable and transparent, taxes will be
paid voluntarily by a lot of people, which lowers the need for coercion and generally
increases tax compliance.

The aim of this study is to evaluate the nexus between accountability, using
transparency and openness as proxies, and tax compliance in small and medium
businesses in Nigeria. This research work is conducted among SMEs in Abuja
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Metropolis (FCT).

Research Questions
1. To what extent does transparency in government affect voluntary tax

compliance among SMEs in FCT
2. What is the effect of openness in government on voluntary tax compliance

among SMEs in FCT
Research Hypotheses

Ho1: Transparency in government does not have any significant effect on
voluntary tax compliance among SMEs in FCT
Ho2: Openness in government does not have any significant effect on voluntary
tax compliance among SMEs in FCT.

2. Literature Review
2.1 Conceptual Review
Voluntary Tax Compliance
Kumar and Gupta (2022) reveal that voluntary tax compliance, as opposed to forced
compliance, is the willingness of taxpayers to comply with tax laws without force or
threat, and this can be attained through tax rewards, service delivery, taxes, tax amnesty,
and tax literacy. Tax morale is ranked as a key measure of voluntary tax compliance and
taxpayer behaviour. Tax morale is defined as the intrinsic drive to pay tax obligations
without fear or threat from the tax authority (Munjeyi & Fourie, 2024). Taxpayers with
high morality treat the payment of taxes as moral duty–moral suasion, not as a cost. Tax
compliance refers to situation whereby taxpayer has made due registration with the
relevant tax authority, timely filed his tax return, disclosed all his income sources,
reported all income from each income source, claimed all and only entitled reliefs and
allowances, correctly computed his tax liability and timely paid his tax due to the
appropriate authorities (Agbetunde, 2019). Tax compliance is deciding to pay taxes for
the benefit of society and at the expense of personal benefits. Tax compliance is the
willingness and ability on the taxpayer’s part to obey the relevant tax laws, declare the
actual income and pay the correct tax liability as assessed promptly (Sitardja
&Dwimulyani, 2016). This is defined as the magnitude to which the taxpayers ensure tax
obligation through payment of tax promptly according to the appropriate tax laws or
regulations. This means taxpayer’s prompt response to tax payments by producing and
submitting tax information to the relevant tax authority based on stipulated formats. In
the modern-day context, tax compliance study is credited to Allingham and Sandmo
(1972), they used economics of crime approach which was developed by Becker (1968)
to explain taxpayers’ compliance and taxpayers’ behaviour. Research shows that when
taxpayers perceive tangible or reputational benefits associated with compliance, they
are more likely to view the tax system positively and continue engaging voluntarily (Abu-
Hassan et al., 2023; Braithwaite, 2023). Tax compliance however is promoted by so
many factors which include government accountability.
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Accountability
Accountability describes in clear terms, public perception of a transparent system of
governance that offers quality service delivery and communicate public expectations
through account rendering (Mbu-Ogar et al., 2023). Rolle (2017) espoused
accountability as a link describing the magnitude of governments’ pursuit of the needs
and yearnings of its citizenry conscientiously. It explains public administration efficiency
by manifestly implementing the burdens, request and desires of the governed through
governance and authority mechanism. Perceptions of accountability are critical
psychological determinants that influence taxpayers' motivation to voluntarily comply
with tax laws. When taxpayers perceive the tax system as accountable, they are more
likely to exhibit a high degree of voluntary tax compliance and cultivate a sense of trust
and moral obligation to contribute to their share (Mebratu, 2024). It is imperative that
both the governmental institutions, private sector and civil society organizations must
be accountable to the public and to their institutional stakeholders. However, this
accountability differs depending on the organization and whether the decision is internal
or external to an organization. Specifically, it is those that would be affected by the
decisions or actions of the organization that the organization would be accountable to.
Government accountability has several components, including reliability,
responsiveness, inclusiveness, integrity and fairness. Reliability is the ability of
government to inspire confidence and trust and reduce uncertainty and vagueness in
driving the economic, social and political spheres of the citizenry and the governed.
Responsiveness represents the establishment and entrenchment of viable, bespoke,
accessible, efficient, effective standardized citizen-oriented public services that amptly
and adequately addresses the necessities and expectations of the public. Government
accountability is a major precept of good governance and representation. It expresses
stewardship of the custody, effective control and management of public resources and
funds held in trust for a nation’s citizenry and an intrinsic element of governance in all
democracies both nascent and developed. Government accountability centres on the
legitimate expectations and demands reposed in institutions, management and policy
makers. Carstens (2005) however posited that it is a duty, commitment, obligation or
willingness to take responsibility or to account for one’s engagements and actions.

Transparency
Transparency may be explained to mean a situation where reliable, relevant and timely
information about the activities of government is available to the public. Transparency
ensures that information is available that can be used to measure the authority’s
performance and to guard against any possible misuse of powers. In essence,
transparency serves to achieve accountability, which means that authorities can be
held responsible for their actions. The concept of good governance is based on the
implied social contract, which states that citizens which provide financial support to
government and its functions by paying their fair share of taxes have the right to know
what happens to those taxes, how they are spent and, what tangible benefit they
receive (Dickerson, 2014; Vlachos & Bitzenis, 2018). Tax information broadly refers to
the data and details related to tax policies, regulations, taxpayer obligations, and
government tax administration activities transparently communicated to the public
(Youde & Lim, 2019). It involves not only formal statutes and legal requirements, but
also encompasses explanatory materials, updates on policy changes, and practical
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guidance that enables taxpayers to fulfill their duties accurately and confidently
(Mebratu, 2024). Effective transparency often involves clear, accessible, and up-to-date
communication between the tax authorities and taxpayers. This transparency can
encompass public disclosures, procedural guidelines, and exchanges between
domestic and international bodies, aimed at enhancing compliance and reducing tax
evasion. Thus, without transparency and accountability, trust will be lacking between a
government and those whom it governs and this would result into social instability and
an environment that is less than conducive to economic growth. Empirical studies
consistently demonstrate that clear, public, and up-to-date tax information positively
influences voluntary tax compliance across diverse taxpayer groups (Pratama, 2025).
However, in many cases, taxpayers' non-compliance is not due to intentional evasion
but rather because they lack access to necessary transparent information or receive
non transparent inaccurate information.

Small and Medium Enterprises (SMEs)
There is no universally acceptable definition of what constitutes micro, small and
medium small - scale enterprises. The term micros, small, medium and large scales are
relative and differ from industry to industry. There is hardly unique or universally
acceptable definition of Micro, Small and medium-sized businesses (SMEs) are
widespread in both developed and developing countries since they are one of the main
forces behind economic growth in both rural and urban areas. (Ogunsanwo & Fatogun,
2022). The definitions of SME vary widely from country to country and are typically
based on the economic impact of SME, the policies and programs developed by certain
authorities or organizations with the power to grow SME, and other factors. What is
regarded as a small firm in established economies like those of the United States of
America (USA), Japan, and Germany, may be a medium- or large-scaled enterprise in
a developing economy like Nigeria. (Ogunsanwo & Fatogun, 2022). Inang & Ukpong
(2017) however, stressed the indicators prominent in most definitions namely, size of
capital investment (fixed assets), value of annual turnover (gross output) and number of
paid employees. National Bureau of Statistics (NBS) claims that SMEs employ more
than 84% of Nigeria's workers and comprise roughly 96% of all enterprises in the nation
(NBS, 2020). They have become significant contributors to Nigeria's GDP as well; in
2017, they accounted for almost 48% of the total (National Bureau of Statistics, 2018).
Though significant growth has been achieved in the MSME sector, there is still much to
be done. Other challenges encountered by the sector include lack of skilled manpower,
multiplicity of taxes, and high cost of doing business, among others (Oyelaran, 2020).
According to the 2019 Survey report on SMEs in Nigeria conducted by the National
Bureau of Statistics (NBS) in collaboration with SMEDAN, the SME sector in Nigeria is
strategically positioned to absorb up to 80 percent of jobs, improve per capita income,
increase value addition to raw materials supply, improve export earnings, enhance
capacity utilization in key industries and unlock economic expansion and GDP growth.
Because of structural inefficiencies, poor education, and a lack of faith in the
government, tax compliance issues continue to exist in many emerging economies,
including Nigeria (Eneh et al., 2022). In addition to being required by law, compliance is
seen as a civic duty that shows how much people trust their government and how well
taxes are administered (Obutor & Iyere, 2022).
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Government Accountability and Voluntary Tax Compliance
Accountability strengthens the legitimacy and institutional efficiency of government
activities and operations which in turn improves tax morale and voluntary compliance.
Legitimizing governance quality is fundamentally associated with tax compliance.
Hendra and Putra (2023) indicate that government accountability positively influences
voluntary tax compliance because taxpayers who perceive that the government is
transparent are more likely to recognize their civic duty and comply with tax
requirements without coercion. Moreover, tax awareness positively shapes taxpayer
attitudes and perceptions, which are crucial determinants of compliance behavior
beyond mere legal obligations The credibility in government performance and
governance quality provides huge level of satisfaction to the citizenry to comply without
deploying any form of force or coercion. Government accountability is essential
because taxpayers who view tax administration as fair and transparent are more
inclined to comply voluntarily, viewing taxpaying as part of a reciprocal relationship
rather than a burdensome imposition (Appiah et al., 2024). Good transparent
communication and engagements between the government and the governed triggered
by taxation and other implied social exchanges strengthen government’s accountability
and amplifies taxpayer’s demand for transparency in government expenditures and
spending, reciprocal trust and accountable policy making. Accountability presents a
fertile ground for sustained tax compliance and a sense of involvement in government,
thereby encouraging complete and unalloyed allegiance to all forms of obligations
voluntarily.

2.2 Theoretical Review
2.2.1 Theory of Planned Behaviour (TPB)
The study adopted theory of planned behaviour (TPB) as its theoretical construct. This
theory is linked to psychological theory that connects belief to behaviour. The TPB
maintains three core components such as attitude, subjective norms, and perceived
behavioural control, which shape human behavioural intents. The theory was
elaborated by Icek Ajzen for the aim of advancing the predictive power of the theory of
reasoned action. Ajzen (2006) maintains that “behavioral belief is the given outcome of
the subjective probability. In Theory of Planned Behaviour, there are 3 main factors that
influence a person's intention towards behavior, namely behavioral belief, normative
belief, and control belief. Theory of Planned Behaviour aims to show the relationship of
behaviours raised by individuals in response to something. This theory explains that the
behavior that arises from an individual is due to the intention to behave. Sequentially,
behaviour beliefs produce positive or negative attitudes towards an object, normative
beliefs produce perceived social pressure or subjective norms and control beliefs lead
to perceived behaviour control or perceived behavioural control. Things that are done to
enhance tax compliance are not things that happen spontaneously. Tax compliance is
a pre-planned act. The relationship between this theory and the understanding of tax
compliance and government accountability is that rationality will affect the
determination of tax compliance behaviour / actions as the research by Yola (2019),
regarding the determinants of tax compliance the perspective of theory of planned
behavior and institutional theory (Wiwit et al, 2020 ).
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2.3 Empirical Review

Monday (2023) studied taxpayer’s perception of public sector fiscal responsibility
influences on voluntary tax compliance. The analysis revealed that accountability in
public service, fiscal transparency in government operations, balanced budgeting
without padding or surplus budgets, public information dissemination in the public
sphere and government public processes and operations are key determinants of
voluntary tax compliance. However, the current study is on accountability but limited to
the SMEs operating in the Abuja metropolis.

Ige et al, (2023) also conducted a study to examine how transparency, accountability,
and responsiveness of government influence tax compliance among Small and Medium
Scale Enterprises in Nigeria. The study employed the survey research design. Data
were collected from primary sources through the use of structured questionnaires
distributed to the SMEs at their place of work. The study found a positive significant
relationship between the independent good governance and tax compliance among
SMEs in Nigeria. The study concluded that good governance is positively and
statistically related to tax compliance among SMEs in Nigeria which is an indication that
good governance enhances tax compliance among SMEs in Nigeria. The current study
is specific on SMEs operating within the Abuja metropolis

Mbu-Ogar et al, (2023) carried out a study to evaluate the impact of government
accountability, fiscal integrity and voluntary tax compliance, taking into cognizance the
Nigerian perspective. The study adopted the cross- sectional research design and
collected data through questionnaire administered to SMEs, artisans and tradesmen.
Findings from the study revealed a significant relationship between government
accountability, fiscal integrity and voluntary tax compliance and asserts that voluntary
tax compliance can be induced and attained by government’s pro-activeness towards
accountable, transparent and integrity driven policies and programmes, robust good
governance structures and efficiency practices.

Oladipo et al (2022) examined tax fairness and tax knowledge on tax compliance of
listed manufacturing companies in Nigeria. The study adopted Laffer Curve Theory and
survey research design was used while the population consisted of 35 firms and a
sample size of 20. A total of 400 questionnaires were administered to respondents and
278 was returned for analysis. The study used tax fairness and tax knowledge as
independent variable and tax compliance as dependent variable.

Questionnaire was the primary source of data collection from the sampled respondents
and the results collected were analysed using correlation matrix, analysis of variance
and multiple regression analysis. The results from the multiple regression analysis
suggested that tax fairness revealed a negative and significant relationship with tax
compliance while tax knowledge exhibited a positive and significant relationship with
tax compliance in Nigeria. However, the current study is on SMEs operating in the
Abuja Metropolis using variable such as transparency and openness on voluntary
compliance of SMEs.

Mohammad et al. (2020) investigated impact of accountable and transparent tax
administration system on voluntary tax compliance in Iran. The study indicates that an
accountable and transparent tax system affects voluntary tax compliance decisions
through instituting trust and public confidence. The study also revealed that political and
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legal accountability does not have significant impact on voluntary tax compliance.

Oladipo (2020) investigated the effect of voluntary tax compliance on public
accountability and transparency, enforcement tax compliance on government efficiency,
tax avoidance on corruption control and tax evasion on good governance in Nigeria.
Secondary data source was explored in presenting the facts of the situation. Secondary
data source was explored in presenting the facts of the situation. The secondary data
were obtained from relevant literatures, Central Bank of Nigeria Statistical Bulletin and
National Bureau of Statistics publications among other. Data were tested using the
Ordinary Least Square Linear Regression model. The study revealed that, voluntary
and compulsory tax compliance are both component of tax compliance to enhance
good governance for the development of the country.

Olaniyan (2020) examined the effect of tax compliance and good governance in Nigeria.
It specifically investigated the effect of voluntary tax compliance on public accountability
and transparency, enforcement tax compliance on government efficiency, tax
avoidance on corruption control and tax evasion on good governance in Nigeria.
Secondary data were obtained from relevant literatures, Central Bank of Nigeria
Statistical Bulletin and National Bureau of Statistics publications among others. The
study concluded that, voluntary and compulsory tax compliance are both component of
tax compliance to enhance good governance for the development of the country.

3.0 Methodology
The research design employed for the study was a survey design. It was a design
which involves the use of questionnaire survey technique and testing of hypotheses
gathered from primary data. The questionnaire was adapted with modifications from the
works of Adebisi and Gbegi (2013), Nyahas et al (2019), Poudel, (2017), Gerxhani
(2002) and Abadi and Mursiyidah (2018). The questionnaire was administered to the
respondents directly to fill and return, All questions on the relevant variables were
anchored on a five-point Likert scale with “1” = strongly agree and “5” = strongly
disagree. According to Sekaran (2003) Likert Scale is an interval scale that specifically
uses the five anchors of Strongly Disagree, Disagree, Neither Disagree nor Agree
(Neutral), Agree, and Strongly Agree. The population of the study comprised of all small
and medium scale enterprises (SMEs) in FCDA Abuja. According to the FCDA Small
and Medium Enterprise Development Agency 2022, the total number of registered
SMEs as at 31 December 2022 were 42,421 (Forty-two thousand, four hundred and
twenty-one) which is the latest date on the documents of FCDA as at 31 December
2025 when the researchers obtained the population. Using the Yamane (1967) formula
with a 95% confidence level, the sample size for the study is 430 and the sampling
method used is the simple random sampling where the SMEs are given equal
opportunities to be sampled. Cronbach’s alpha test (α) was deployed in testing the validity
and reliability of the data set. The data set and hypothesis of the study were analysed
using mean and multiple regression technique.
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Model Specification
The study is guided by the equationmodel specified thus:
VTC = β0 + β1TG + β2OG + ε
Where:
VTC = Voluntary Tax Compliance
TG = Transparency in Government
OG = Openness in Government
β0, β1, β2 Regression Intercept and Coefficients
ε - Error term.

4.0 DATA PRESENTATION AND ANALYSIS

Descriptive Statistics

The descriptive analysis is seen basically from the behaviour of the descriptive statistics and
the correlations. The parameters are necessary to check if the statistical mean of the data
provides a good fit of the observed data (descriptive statistics).

Table 1: Descriptive statistics for the study variables

N Minimum Maximu
m

Mean Std. Deviation

Voluntary
compliance

Tax 396 2.00 4.40 3.20 .34955

Transparency
Government

in 396 2.00 4.00 3.00 21559

Openness in
Government

396 80 4.00 2.40 .26138

Source: SPSS Output

The descriptive statistics for the study variables are presented in Table 1. The results indicate
that the mean score of the latent variables range between 2.40 and 3.20 on a 5- point Likert
scale, while the standard deviation ranges between 0.21 and 0.34. The standard deviations
are small relative to their respective means, implying that the statistical mean provides a good
fit of the observed data (Field, 2009).

Table 2: Model Summary

Model R R Square
Adjusted R

Square

Std. Error of the

Estimate

1 -.872a .686 .664 .35042

a. Predictors: (Constant), Transparency in Government, Openness in
Government

Source: SPSS Output

The R value of -0.872 in table 2 shows that there isa strong and negative relationship between
Transparency in Government, Openness in Government and voluntary tax compliance. This is
because the value is more than 50% at 87.2%. In this case, an R value of -0.872 suggests a
strong negative linear relationship between government accountability and voluntary tax
compliance. It could be seen that transparency in Government and openness in government
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jointly explained 68.6% of voluntary tax compliance. This shows that about 68.6% changes in
the voluntary tax compliance increase are jointly explained by transparency in government and
openness in government while the lesser part of 31.4% are other factors not captured by the
error term.
Table 3: Results of Hypothesis Testing
H R/ship Load SE t-value p-value Decision

H1 TG
-> VTC

0.301 0.117 2.562 p<0.01 Supported

H2 OG 0.271 0.136 1.990 p<0.01 Supported
-> VTC

From table 3, the study revealed that 30.1% of variance (R2) for attitude towards
voluntary tax compliance in this sample, is explained by the infrastructural development
constructs. In particular, the results indicated that transparency in government TG (b =
-0.301, t = 2.562, p < 0.05, f2= 0.058) and openness in government OG (b = -0.271, t =
1.990, p < 0.05, f2 = 0.051), are significantly and positively associated with taxpayers’
attitude towards voluntary tax compliance, although the effect is small.

Discussion of Findings
The study empirically examined the effect of transparency of government and
openness of government and voluntary tax compliance in Nigeria. The findings of this
study suggest that in hypothesis one, the null hypothesis was rejected and the
alternative hypothesis which is that “transparency in Government has significant effect
on voluntary tax compliance by SMEs in FCT” was accepted. The result of testing
hypothesis one indicates that voluntary tax compliance by SMEs in FCT in Nigeria and
government accountability are significantly and positively related. This is in line with the
findings of Mbu-Ogar et al (2023). This means that accountability by public office holders
and tax administrators contribute significantly to explaining SMEs compliance
towards tax.

In hypothesis two, the null hypothesis was rejected and the alternative hypothesis
which is that “There is a significant effect of openness in government and voluntary tax
compliance among SMEs in the FCT.” was accepted. The result of testing hypothesis
two indicates that openness in government and voluntary tax compliance among SMEs
in the FCT are significantly and positively related. This result was congruent with that of
Ige et al, 2023; Modugu et al, 2012. According to common thinking, taxpayers’
compliance is affected by the openness in government about whether they are willing to
comply with tax imposed by the government or the tax authority, and whether they
would willfully violate tax rules, resulting in a reduction in tax collections.

5. 0 Conclusion and Recommendations
Voluntary Tax compliance among SMEs in the FCT has gained considerable attention
mainly because SMEs contribute the largest segment in the economy. Hitherto, various
factors related to voluntary tax compliance have been examined to provide conclusive
results. This research examined the effect of fiscal transparency on personal income tax
evasion by SMEs owners. From the findings, it can be concluded that taxpayers’
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disposition towards voluntary tax compliance is influenced by the government ability to
be held accountable in terms of transparency and openness in the process of allocating
and utilizing tax revenue.

The recommendations based on the study’s conclusion that:
1. Government and its agencies (IRS FCT) should be more accountable to its citizens
in terms of tax revenue utilization and there should be prompt rendering of financial
statement for citizens' usage and ensure that tax revenue is used on meaningful
developmental projects that will improve citizens life and condition.
2. There should be proper sensitization and taxpayer education through social media,
focused group sessions and seminars to enlighten the citizens on the benefits of
voluntary tax compliance and government openness by the FCT Internal Revenue
Service.

6. Contribution to knowledge and future research
This study has contributed to knowledge by:
1. Showing that government accountability can influence voluntary tax compliance
especially among SMEs in Abuja Metropolis by using variables such as transparency
and openness which has not been used by so many researchers.
2. Being among the very few which contribute to literature that tries to establish the
effect of government accountability and voluntary tax compliance among SMEs in
Abuja Metropolis.

For future researchers
1) In collecting data, not only using a questionnaire, but also conducting direct
interviews.
2) Increase the number of respondents and research areas so that they can develop a
better research
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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 14.900000 6.00000

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.
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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.



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 103

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



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 104

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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