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One of the major purposes of the demand for foreign aid is to alleviate poverty. What is not clear, however, is whether the substantial foreign aid inflow to Nigeria in recent times has yielded the desired goal of poverty reduction. This work examined the impact of foreign aid on poverty reduction in Nigeria as well as direction of causality for the period 1995 to 2024. Data were sourced from various sources such as Central Bank of Nigeria (CBN) Statistical Bulletin 2024 were the variables used. Autoregressive Distributed Lag (ARDL) Model and Pairwise Granger Causality Test to investigate the long run and short-run dynamics between foreign aid and poverty reduction, and the direction of causality between two variables respectively. The ARDL bounds test result revealed that long run correlation exists among variables in the model. The result of ARDL Error Correction Model indicated that foreign aid has a negative and significant relationship in the short-run similarly it also indicates a positive and significant relationship in the long-run on poverty reduction in Nigeria over the studied period. However, the result of Pairwise Granger Causality test revealed that there is no directional causality between poverty reduction and foreign aid in Nigeria over the period under review. The study recommends that foreign aid flow should be directed more to the poor and the middle class in Nigeria by the government.
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[bookmark: _Toc183572148]1.0	INTRODUCTION
[bookmark: _Toc183572149]1.1	BACKGROUND OF THE STUDY
Poverty has become a primary worry for most economies in recent times, particularly for emerging countries. According to the World Bank, poverty is the income level at which a specific proportion of the population lives. It is characterized with pronounced deprivation in well-being which includes low income poor health and education in adequate physical security and limited access to clean water and sanitation (World Bank 2022). More than 700 million people or about 10% of the global population lived in extreme poverty, surviving on less than $1.90 a day (World Bank 2022). Therefore, the term "poverty reduction" or "alleviation" refers to a collection of economic and humanitarian initiatives intended to help individuals escape poverty once and for all. 
Nigeria is thought to be among the African nations most marked by extreme poverty in the twenty-first century. Nigeria has an estimated 86.9 million people living in extreme poverty, according to the 2018 World Poverty Clock study. This is the highest number on the planet. In light of the aforementioned, a number of advocacy initiatives have been proposed to adopt a comprehensive strategy to combat poverty in the nation. Using overseas help is one of the practical strategies that could combat poverty. African nations have been heavily reliant on foreign assistance for development initiatives during the last few decades. Looking back over the previous 30 years, developing nations in Africa have been the most favoured recipients of international assistance in the globe, accounting for an estimated 40% of all foreign aid; South and Central Asian nations came in second, with 20.7% (OECD, 2016).
More recent attempts to investigate the effects of foreign aid on Nigerian poverty alleviation experimentally have produced a great deal of debate and contradictory findings in the literature. Evbromeran (1997) asserts that poverty "may induce fear, depression, hopelessness, suicide, revolution, envy, disappointment, and self-depreciation of ego." Nevertheless, Nigeria's current poverty status seems to contradict the goal of foreign aid flows; the country's poverty rate is still extremely high despite persistent escalation of the flow of foreign aid. It is questionable if foreign aid is a useful instrument for reducing poverty in Nigeria given the ongoing rise in the country's poverty rate irrespective of inflows of international aid. In light of these circumstances, the study's primary goal is to identify the nature of the relationship that exists 
between foreign aid and the reduction of poverty in Nigeria. This study examines the impacts of foreign aid on economic growth and poverty in Nigeria.
[bookmark: _Toc183572150]1.2	STATEMENT OF PROBLEM
It seems likely that the goal of overseas development assistance is to support development in the nation receiving it, at least in part. However, this is both insufficient and vague. There is no universally accepted concept of development, and ODA aims to achieve more than only the recipient nation's development (Charles 2006). The prevailing assumption in the majority of the current literature on the "effectiveness" of aid has been that successful help is that which raises the GDP per capita growth rates of recipient countries. However, that is obviously just one measure of success. The reason behind our expectation that transfers from wealthy nations would promote economic growth is not clearly evident. After all, the typical defence of income transfers among wealthy nations is not that they will spur faster domestic output growth among the impoverished. The standard debate centres on ensuring a baseline consumption bundle and equality concerns. Eze, (2021) analyzes the effectiveness of foreign aid on poverty reduction in Nigeria. He shows that while foreign aid contributes to poverty alleviation, its impact is moderated by governance and institutional factors. Adepoju. (2022) examines the relationship between foreign aid and poverty levels using data from the Nigerian Living Standards Survey. It highlights that while aid has potential benefits; issues like misallocation and corruption undermine its effectiveness. Ojo, (2023) in his own study investigates the role of international aid in various sectors, such as health and education, and its effects on poverty rates. He shows that targeted aid programs can significantly improve poverty outcomes, but broader systemic issues remain, the above studies notwithstanding their findings still remain inconsistent and their period of concrete stop at 2022. This study will extend to period of 2024. 
Also, most of the traditional arguments as to why aid should foster faster economic growth appear to have weaknesses on further examination and the fact weather its reduce poverty or not is yet to be made concrete. This research will add to the body of knowledge as regards the position of foreign aid in the determination of poverty reduction in Nigeria.
[bookmark: _Toc183572151]1.3	AIM AND OBJECTIVES
The aim of this study is to analyze the impact foreign aid has on poverty reduction in Nigeria; this can be achieved through the following specific objectives;
1. To examine the impact of foreign aid on poverty reduction in Nigeria.
2. To determine the relationship between external debt and poverty.
3. To evaluate the mediating roles of corruption on the impact of foreign aid in poverty reduction.
[bookmark: _Toc183572152]1.3.1	HYPOTHESIS OF THE STUDY
The following hypothesis will be tested in this study;
HOi; Foreign aid has no significant impact on poverty reduction in Nigeria.
HIi; Foreign aid has a significant impact on poverty reduction in Nigeria.
HOii; There is no significant relationship between external debt and poverty.
HIii; There is a significant relationship between external debt and poverty.
Hoiii; Control of corruption has no significant influence on the impact foreign aid on poverty reduction.
HIiii; Control of corruption has a significant influence on the impact of foreign aid on poverty reduction.
[bookmark: _Toc183572153]1.4	SCOPE AND LIMITATIONS OF THE STUDY
[bookmark: _Hlk171937106]The scope of this study is to examine, using Nigeria as a case study, how foreign aid can be used or not to reduce poverty in Nigeria over a period of 1995–2024. The analysis will include various form of aid and examine specific poverty indicators. The limitation of this research includes data availability, attribution challenges, variability in aid effectiveness, regional disparities, and temporal limitations.  
[bookmark: _Toc183572154]1.5	SIGNIFICANCE OF THE STUDY;
The purpose of this research is to provide governments and other organizations with information, empirical evidences and material not found in previous studies so they may make informed decisions about how to handle foreign aid. It will provide student and academics with deeper understanding of the dynamics between foreign aid and poverty reduction. It will fill gaps in existing literatures by offering new insights and empirical data on the effectiveness of foreign aid in addressing poverty. The research will also encourage an interdisciplinary perspective, integrating economics, sociology and political science which will enhance student academic knowledge.


[bookmark: _Toc183572155]1.6	DEFINITION OF TERMS
ODA; Official development assistance
POVERTY; is the state of one who lacks a usual or socially acceptable amount of money or material possessions. Poverty is said to exist when people lack the means to satisfy their basic needs.
POVERTY ALLEVIATION; is a set of measures, both economic and humanitarian, that are intended to permanently lift people out of poverty.
FOREIGN AID; The term foreign aid refers to any type of assistance that one country voluntarily transfers to another, which can take the form of a gift, grant, or loan. Most people tend to think of foreign aid as capital, but it can also be food, supplies, and services such as humanitarian aid and military assistance.
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[bookmark: _Toc183572157]LITERATURE REVIEW
[bookmark: _Toc183572158]2.0	INTRODUCTION
This chapter focuses on examining several literatures so as to create a broader knowledge of the subject matter, poverty, foreign aid, and other variables used in this study. It includes theoretical and empirical reviews as well as conceptual review of foreign aid and poverty reduction.
[bookmark: _Toc183572159]2.1	CONCEPTUAL FRAMEWORK
[bookmark: _Toc183572160]2.1.1	CONCEPT OF FOREIGN AID 
Foreign aid also known as international aid is given basically not only to promote development but also to fight poverty. Developing countries, like Nigeria, desire foreign aid in the form of support of investment projects, budget support, debt relief, technical assistance, grants, and loans payable at lower interest rates over a longer period. Foreign aid could be conceptualized as contributions from United Nations institutions, International Monetary Fund (IMF), World Bank (WB) or regional banks to assist them achieve Sustainable development in terms of capital development, low mortality rate, sustainable economic growth and poverty reduction (Niyyonkuru, 2016). 
The definition that is most commonly used, however, comes from the Development Assistance Committee (DAC) of the Organization for Economic Cooperation and Development (OECD 2020). It states that official development assistance, or foreign aid, is the transfer of funds from developed to developing countries through loans and grants that have at least a 25% grant component. 
Three key elements make up this description as provided by the Development Assistance Committee (DAC): First and foremost, the assistance needs to originate from government agencies, whether they are state or federal in nature. Second, the goal of the donor must be non-commercial and should be to enhance the welfare and economic conditions of developing nations. Finally, it's either a loan or a variety of grants. However, the interest rate on a loan must be lower than the market rate in order for it to qualify as aid.(Hamidu, Gylych, Isik, and Murat 2020).


[bookmark: _Toc183572161]2.1.1.2	TYPES OF AID 
According to the Corporate Finance Institute (CFI, 2015), Aid is classified into the following:
i. Tied aid
Foreign aid that has to be invested in a supporting nation or in a select group of nations is known as tied aid. A developed nation may extend a bilateral loan or grant to a developing country, but the recipient country's government will demand that the funds be used for products and services made in the recipient nation.
ii. Bilateral aid
Direct assistance between the governments of two nations is known as bilateral aid. It happens when capital moves from a developed economy to a developing nation. The goals of bilateral aid include humanitarian, political, and strategic. This is intended to support long-term program sustainability, peace, economic progress, and democracy even more.
iii. Multilateral aid
Support provided to international institutions like the United Nations, World Bank, and International Monetary Fund (IMF) by multiple nations is known as multilateral aid. The money is utilized to reduce hunger in underdeveloped countries. Although the industry only makes for a small percentage of U.S. financial aid, donations from the nation account for a sizable amount of the donor monies that the organizations get.
iv. Military Assistance
Typically, military aid enables the receiving nation to directly get security contracts or weaponry from the United States. In other cases, however, it streamlines the system by allowing the federal government to purchase weapons independently and transfer them to military transport.
v. Project Aid
When aid is utilized to support a particular project, such as a hospital or school, the help is referred to as project aid. (CFI, 2015)


[bookmark: _Toc183572162]2.1.2	CONCEPT OF POVERTY
Inadequate access to necessities such as shelter, healthcare, education, and employment are only a few of the deprivations that make up the multifaceted phenomena of poverty. Poverty is a ubiquitous and intricate issue that impacts millions of people and households throughout Nigeria (Mchombu, 2022). 
According to Baghebo (2001), poverty could be classified into four categories as follows: Absolute poverty, for those who lacked minimum physical requirements for survival; Relative poverty for those persons or households whose provisions of goods fell below that of or her neighbour; Rural poverty occurred where poor material condition, low level of education, lack of infrastructure, poor health condition, under-employment, low investment, and high emigration existed. Finally, urban poverty was associated with environmental degradation, overcrowded accommodation, and low per capita income, living in slums, shanties, and ghettos. Nigeria's economy exhibited most of these characteristics of poverty.  
Poverty is the lack of inability to achieve socially acceptable standard of living (Mchombm, 2022). Nigeria does not have an official poverty line; instead, the mean per capita household is utilized in poverty research. Therefore, people's financial status is classified using one of two poverty lines. The upper poverty line equals two-thirds of the mean consumption value, or ₦395.41 per person per year. A person's annual income below the lower poverty line is ₦197.71, or one-third of the mean consumption value. One is deemed extremely poor if they are below the lower poverty line and moderately below the upper poverty line. The poverty line, as established, is lower than the 1985 minimum wage for labourers. (Canagarajah and Thomas, 2001)
The World Bank's July 2019 assessment of Nigeria's economy stated that the country had one of the highest average rates of economic growth in the world, at 7.4%, (World Bank, 2020).
In Nigeria, poverty is usually measured in terms of income or consumption spending, with monetary definitions of poverty lines. The National Bureau of Statistics (NBS) uses tools like the National Living Standard Survey (NLSS) and the Harmonized Nigeria Living Standard Survey (HNLSS) to regularly poll households to determine trends and levels of poverty. Additionally, non-financial characteristics, including health, education, and living conditions, are included in alternative measurements of poverty like the Multidimensional Poverty Index (MPI).
[bookmark: _Toc183572163]
2.1.2.1 Dimensions of Poverty
Poverty is complex. Knowledge about this complexity and how it is manifested for different groups is fundamental to defining effective policy measures and approaches to reduce poverty. Swedish International Development Cooperation Agency (SIDA, 2019) model for multidimensional poverty analysis (MDPA) identifies four dimensions of poverty: 
(i) Resources, (ii) Opportunities and choice, (iii) Power and voice, and (iv) Human security.
The four dimensions help to identify the main ways in which poverty manifests itself and how it is experienced by people living in poverty. Multiple causes interplay to push people into a situation of poverty and, in many cases, to keep them there. 
i. Being poor in terms of resources means not having access to or power over, resources that can be used to sustain a decent living standard, meet basic needs and improve one’s life. Resources can be both material and non-material: a decent income or physical and human capital, such as being educated or having professional skills, being healthy, having agricultural tools or a cart to transport goods. 
ii. Being poor in terms of opportunities and choice refers to one’s possibilities to develop and/or use the resources to move out of poverty. Access to productive employment, education, health clinics, infrastructure, energy, markets and information affect the choices available and opportunities to escape from poverty. 
iii. Being poor in power and voice relates to people’s ability to articulate their concerns, needs and rights in an informed way, and to take part in decision-making affecting these concerns inside the household, in local communities and at the national level. Discrimination and violation of human rights are important aspects when analyzing this dimension. Power is a relational concept that allows us to better understand socio-cultural hierarchies and relations of which gender is one. Others include age, caste, class, religion, ethnicity and sexual identity. Reinforcing forms of discrimination based on socio-cultural relations may increase an individual’s poverty in this sense. 
iv. Being poor in terms of human security means that physical, sexual, and/or psychological violence and insecurity are constraints to different groups’ and individuals’ possibilities to exercise their human rights and to find paths out of poverty. 
[bookmark: _Toc183572164]2.1.2.2 Poverty Alleviation Efforts
i. Government Programs: The Nigerian government has implemented various poverty alleviation programs in attempt to alleviate poverty. The most notable programmes are; 
· The Nigerian Agricultural Land Development Authority (NALDA, 1993): The authority aims at giving strategic public support for land development, assisting and promoting better uses of Nigeria's rural land and their resources, boosting profitable employment opportunities for rural dwellers, raising the level/standard of living of rural people, targeting and assisting in achieving food security through self-reliance and sufficiency.
· Family Support Programme and the Family Economic Advancement Programme, 1993: "Makes provision for the establishment of an empowerment programme for locally based producers of goods and services and protentional entrepreneurs in cottage industries. Also sets forth eligibility criteria for loan facilities, and provides for loan recovery schedules under the programme".
· National Poverty Eradication Programme (NAPEP, 2001): to replace the previously failed Poverty Alleviation Program (PAP): Obasanjo introduced Poverty Alleviation Programme (PAP) in 2000 but later, PAP was halted and replaced with National Poverty Eradication Programme (NAPEP) in 2001. NAPEP has a multi-various approach to poverty eradication including Capacity Acquisition Programme (CAP) which is an emphasis on skills acquisition and training for self-reliance, Youth Empowerment Scheme (YES) which is concerned with providing unemployed youth opportunities in skills acquisitions, generating wealth and gaining employment, Mandatory Attachment Programme which is concerned with giving of credits and trade training and commerce, Rural Infrastructure Development which is concerned with ensuring all round improvement in rural developments and the Social Welfare Services Scheme (SOWESS) which concerned with providing social and welfare services for its benefactors.
· National, Special Programme on Food Security (NSPFS, 2002): This Programme was launched in all the 36 states of the federation during the Olusegun Obasanjo's regime. The broad objective of the programme was to increase food production and eliminate rural poverty
· Root and Tuber Expansion Programme (RTEP, 2003): RTEP was launched under Olusegun Obasanjo's administration. It covers 26 states and was designed to address the problem of food production and rural poverty. The programme was aimed at improving the cultivation of root and tuber crops by farmers to ensure food sustainability.
· Agricultural Transformation Agenda (ATA, 2011): It was launched with the aim of changing the perception about agriculture as a development issue instead of pure business. The aim of the agenda is to attract private investors in agriculture, increase value for locally produced goods, and improve general conception about agriculture and also create jobs for its teaming youth and women in Nigeria. Accounting for poverty in Nigeria (2012) United Nations Development Programme [UNDP] (2011).
ii. International Aid: Foreign aid is crucial in supporting poverty reduction efforts in Nigeria. It provides financial resources, technical expertise, and policy support to address underlying development challenges.
[bookmark: _Toc183572165]2.1.3	Vulnerability to Poverty
Both individuals who are not now impoverished and those who are regarded as "vulnerable to poverty". The likelihood that a household will either cross the poverty line or stay in poverty, if it already is, determines household vulnerability (Ojionuka, 2022).
Ogwumike, Fidelis, Ozuqhalu and Uche, (2013) said: A household is deemed vulnerable to poverty if there is a 50% or greater chance of becoming or remaining impoverished. The three categories of people most vulnerable to poverty are those who become impoverished permanently due to transient abnormal events, those who get impoverished due to predictable events, and those who become impoverished due to economic harm that reduces household profits. Nigeria is not a country where poverty is dispersed equally;
Notable regional differences exist amongst the southern and northern Vulnerability as Expected Poverty (VEP), Vulnerability as Low Expected Utility (VEU), and Vulnerability as Uninsured Exposure to Risk (VER) are the three primary terms used to categorize poverty. In Nigeria, widows (especially those without adult children), orphans, people with physical disabilities, and migrants are the groups most vulnerable to poverty and financial instability. 
The likelihood of poverty is higher in Nigeria's rural areas in terms of household features like the number of occupants, education level, and production. Food poverty, frequently regarded as the source of all poverty, is another element that determines one's susceptibility to poverty. Nigeria is not where poverty is dispersed equally; notable regional differences exist between the southern and northern regions. Different urban/rural and geopolitical zones in Nigeria have different levels of food poverty vulnerability. Measures to boost food production and distribution should be implemented because 61.68% of Nigerians are at risk of food poverty overall. Ogwumike et al, (2013).
[bookmark: _Toc183572166]2.2	Review of Empirical Literature
Several academic scholars have studied the impact, influence, and how foreign assistance inflows affect an economy's ability to reduce poverty over the years.
Abdulrahman (2022) investigated the impact of foreign aid on poverty reduction using a panel dataset of 14 West African nations. Annual secondary data within the timeframe of 2008-2020 was used. With the help of a two-step system GMM, he discovered that total aid insignificantly reduces poverty headcount in the presence of corrupt practices. He concluded that foreign aid would be better utilized if corrupt practices were reduced. He recommended that policymakers consider corruption control to ensure that the inflow of aid is channelled to the proper sectors of the economy to reduce poverty headcount.
Tsaurai (2021) investigated how foreign aid affected the MENA (Middle East and North Africa) region's efforts to reduce poverty. The study's objectives were to look at the results of foreign aid and the impact that the development of human capital brought about by such aid has on reducing poverty in the area in question. Panel data from 2007 to 2018 were used in the study, and the data were analyzed using dynamic generalized methods of moments (GMM) and econometric estimating techniques for fixed factors. The study's findings indicated that foreign aid and the development of human capital that comes with it had a beneficial impact and helped lower poverty in the Middle East and North Africa (MENA) region.
Farahmand (2021) studied the connection between foreign aid and economic development in Afghanistan. Official development assistance and economic growth time series data from 1986 to 2018 were used as study variables. The study employed the Granger causality test, which is based on the error correction model, to test the causality between variables, the Johansen cointegration test to ascertain whether the variables in question have a long-term relationship, and the Augmented Dickey-Fuller test (ADF) and Phillips-Perron (PP) unit root tests to ascertain the stability of the series. The study's findings showed that foreign aid plays a beneficial role in eradicating poverty. The study's findings demonstrated a favourable correlation between foreign aid and economic growth and the beneficial role of foreign aid in eradicating poverty. The research concluded that developing nations like Ghana should build local institutions, prioritize trade and foreign direct investment, enhance capital markets, and develop the personal skills necessary to reduce poverty rather than relying solely on foreign help.
Akobeng (2020) studied the relationship between institutional democracy, poverty level, and foreign aid. The primary aim of this research was to investigate the impact of foreign aid directly on poverty and measure the contribution of democracy to the decrease of poverty in Sub-Saharan Africa (SSA). Using GDP per capita from the top five Organizations for Economic Co-operation and Development (OECD) nations that provide foreign aid to Sub-Saharan Africa, a two-stage least squares instrumental variable estimator was employed to investigate the relationship between poverty and foreign aid. According to the study's findings, poverty levels are decreased by foreign aid. The study also showed that the effects of various forms of foreign aid on the degree of poverty vary. In that instance, grant and multilateral foreign aid programs will probably be more successful in reducing poverty than bilateral and loan programs.
Adebayo and Afolayo (2019) examined the impact of foreign aid on poverty alleviation in Nigeria from 1990 to 2017. Data were collected from the UNCTAD World Bank database and CBN Statistical Bulletin. He used cointegration, Dynamic Ordinary Least Square (DOLS), and Granger Causality techniques to address the study's objective. The significant findings indicate that foreign aid has not led to poverty alleviation in Nigeria. Similarly, FDI harms household consumption per capita and is not significant at 10% significance. This implies that FDI does not reduce poverty in Nigeria. In addition, there is an insignificant positive relationship between the inflation rate and household consumption per capita in Nigeria. Furthermore, a unidirectional causality runs from foreign aid to household consumption per capita. Due to the findings, it is recommended that since foreign aid does not reduce poverty in Nigeria, policymakers should not depend on it as the only means of combating poverty in Nigeria. Therefore, a holistic approach to tackling the challenge of poverty in Nigeria is suggested and should be embraced.
[bookmark: _Hlk175828328]Matete (2018) investigated how foreign aid affected sub-Saharan African nations' economies regarding poverty. From 1980 to 2013, 42 secondary data from sub-Saharan African countries were used. The study employed panel estimate methodologies and instrumental factors to account for endogeneity, country-specific temporality, and varied effects. All poverty indicators, including the gap, depth, and severity, show consistency in the findings. It was determined that macroeconomic factors needed to be controlled for aid to reduce poverty effectively. Macroeconomic policies and high-quality institutions are essential to implementing poverty reduction plans in recipient nations.
[bookmark: _Hlk175828678]Ugwuanyi, Ezeaku, and Ibe (2017) assessed the impact of official aid on poverty reduction in Nigeria from 1981 to 2014. They employed ARDL and the error correction model (ECM) to estimate long- and short-term dynamics. The findings also indicated that while labour force participation was shown to have a somewhat positive impact on poverty reduction, population increase harmed poverty reduction over the long and short terms. 
They concluded that although official assistance clearly had a beneficial impact on reducing poverty, this impact was not substantial. They advised foreign aid groups and donors to allocate funds for particular needs and take all reasonable precautions to guarantee that funds are used for targeted purposes, with fact-based evaluations and reports on implementation.
[bookmark: _Hlk175828938]Edmore and Odhiambo (2017) explored the theoretical link and transmission mechanism through which official development assistance (ODA) or foreign aid affects poverty. The main findings from their exploratory study suggested that there was no generally accepted economic theory upon which foreign aid allocation is based. They added that several theories had been advanced, but most were strongly criticized. Given this, there were two distinct and extreme lines of thought: those who believed that foreign aid could contribute to a virtuous circle of economic growth and poverty reduction and those groups who contended that foreign aid leads to a vicious cycle of poverty and stunted development.
Yiew and Lau (2018) examined whether foreign aid contributed to or impeded economic growth in ninety-five developing countries of the world using Gross Domestic Product (GDP) as the dependent variable and Official Development Assistance (ODA) as the explanatory variable, including Foreign Direct Investment (FDI) and Population (POP) as control variables. The results of their panel data revealed that a U-shape relationship existed between ODA and GDP. Such a U-shape relationship implied that at the initial stage, ODA impacted economic growth negatively and later affected economic growth positively.
Ugwuanyi et al. (2017) examined the impact of official aid on reducing poverty, and they used empirical data in Nigeria from 1981 to 2014. They made use of auto-regressive distributed lag (ARDL) and bound tests. The research showed that official foreign aid has an insignificant positive influence on poverty. They suggested that for official aid to be successful, the donors and other foreign aid organizations should target specific areas to allocate their aid to, as well as appraisal and implementation reports.
[bookmark: _Hlk175829845]Abiola and Olofin (2008) examined the connection between foreign aid, food supply, and poverty reduction in Nigeria. They made use of secondary data within the period of 1975-2005.They used econometrics analysis to specify a structural model that examines the determinants of poverty reduction. Their model specification was tested using statistical analysis of time series. It was noticed that foreign aid, food supply, and public sector spending on infrastructure are the major determinants of poverty reduction in Nigeria. They concluded that foreign aid is not reliable and that there will be a need for policy reformation if poverty is to be reduced.
[bookmark: _Hlk175830019]Ozgur, Ilker, and Lowell (2013) studied the effectiveness of foreign aid allocated to the agricultural sector in reducing the poverty levelling 46 developing countries that received aid from the period of (1980-2003). They made use of a fixed effects model. It was concluded that foreign assistance channelled to the agricultural sector has a significant poverty reduction effect on the recipient country.
[bookmark: _Hlk175830149][bookmark: _Hlk175831102]Arvin and Barillas (2002) demonstrated that the impact of foreign aid on poverty reduction varies across nations. They used a Granger causality technique. Their study showed no causal relationship in some of the sub-samples, while there are numerous links. Bahmani-Oskooee and Oyolola (2009) examined the aim of foreign aid in developing countries. They used a data set from 9 developing countries from 1881 to 2002, employing fixed and random effect models. They concluded that foreign aid has a positive impact on reducing poverty. Philip Wrangberg (2018) explored the relationship between foreign aid and poverty. He used a fuzzy regression discontinuity design and sampled 31 countries from 1987 to 2010. His study detected no significant relationship between foreign aid and poverty. Adams et al. (2008) investigated the impact of internal and international aid on poverty alleviation and inequality in Ghana. He made use of a two-stage multinomial legit model. He found that both internal and international aid reduced the poverty level in Ghana. Meanwhile, foreign aid has a greater poverty reduction rate in Ghana.
[bookmark: _Hlk175831670]Javid and Qayyum (2011) examined the effectiveness of aid in Zimbabwe. They used linear regression applying Ordinary Least Squares (OLS) from 1990-2010. They found that foreign aid and real GDP have a negative relationship, while the aid-policy interactive term and real GDP have a positive relationship. Chani et al. (2011) studied the impact of macroeconomic parameters on growth and poverty in Pakistan. He made use of time series data from 1972- 2008. He found out that inflation is positively correlated with poverty.
Ogbodo and Nicholas (2019) examined the impact of foreign aid on poverty reduction from 1981 to 2017. He employed a standard econometric method involving theoretical (apriori), statistical (first-order), and econometric (second-order) criteria. He also made use of the autoregressive Distributed Lag (ARDL) Model, and the Pair wise Granger Causality Test was used to investigate the long-run linkage between foreign aid and poverty reduction, the short-run dynamics, and the direction of the causality relationship between poverty reduction and foreign aid in Nigeria respectively. He recommended that the government should direct foreign aid inflow to the poor and middle class in Nigeria.
Anibueze and Ifeanyi (2018) looked at the connection between foreign aid and reducing poverty in Nigeria between 1999 and 2016. A qualitative data collection approach grounded in documentary evidence was applied. Both primary and secondary sources of data were gathered. The analysis method employed was a qualitative descriptive method based on content analysis. The study discovered that technical and financial support from abroad reverses Nigeria's socioeconomic growth. In particular, aid has impeded development and progress, reinforced the reliance theory of Western Nigeria, and raised the country's poverty rate. Additionally, it was noted that when nations look to foreign aid to bolster their budgets, it might have unexpected repercussions, such as encouraging corruption and misuse of public funds. The administration was advised to create an economic plan to lessen Nigeria's dependency on help over time. The government of Nigeria should also fortify the country's institutions of good governance, accountability, and openness. Nigeria must be exempt from foreign aid, and its government should actively pursue the establishment of Greenfield businesses by foreign investors. Nigeria needs to look for foreign direct investment. This may be accomplished by creating policies tailored to Nigeria's developmental needs. 
[bookmark: _Hlk175832807]Fasanya and Onakoya (2012) examined the effects of foreign aid on Nigeria's economic growth from 1970 to 2010. The neo-classical modelling analytical framework is the foundation for the empirical analysis, combining several contemporary econometric analysis and estimation approaches. They concluded that their findings had a detrimental influence and recommended that less developed nations stop receiving foreign aid.
Okon (2012) investigated the long-term effects of development assistance on human development in Nigeria. In order to analyze data from 1969 to 2010, the study used two-stage least squares estimation. The findings demonstrated the inverse link between human development and development assistance. According to the report, the government should implement suitable regulations and procedures to ensure that foreign aid is used efficiently and as much as possible. In order to improve budgetary planning and lessen the uncertainty around assistance flows, donors should also offer information on prospective aid disbursements.
Bashir (2013) looked at how real growth in Nigeria was affected between 1980 and 2011 by foreign aid in the form of official development assistance (ODA) and foreign direct investment (FDI). The two-gap model and several econometrics techniques, such as the error correction method (ECM), Granger casualty test, Johansen cointegration test, and Augmented Dickey-Fuller (ADF) test, were used in the study. The study's conclusions demonstrated a negative correlation between official development assistance and foreign direct investment since the latter does not affect the nation's actual rate of growth.
Girma (2015) investigated whether a stable macroeconomic policy environment is necessary for aid effectiveness. The study used the autoregressive distribution lag (ARDL) approach as the co-integration method. The study indicated that, whereas individual foreign aid had a detrimental effect on Ethiopia's economic growth, the aid policy index had a beneficial influence when supplementing occurred in a stable macroeconomic policy framework.
[bookmark: _Toc183572167]2.3	Theoretical Review
This research adopts dependency theory to explain the relationship between foreign aid and poverty reduction in Nigeria. This theory highlights how Nigeria depends on other nations for its growth and development. 
The goal of dependency theory is to identify the driving forces behind or contributors to the development of undeveloped nations. According to this concept, resources move from a "periphery" of underdeveloped and impoverished nations to a "core" of wealthy states, benefiting the latter at the expense of the former. Dependency theory posits that integrating poor states into the "world system" results in poverty and enrichment for the latter (Todaro, 2003; Amin, 1976). 
Dependency theory contends that, contrary to what free market economists frequently claim, the poverty of the periphery countries is caused by how they are integrated into the global system, not by a lack of integration or incomplete integration. Two philosophical traditions hold contrasting views on the matter. The bourgeois scholars and the radical scholars of neo-Marxian political economy are two of these groups (Adejuwon et al., 2010). According to bourgeois experts, most of the Third World Country (TWC) internal tensions cause their underdevelopment and ensuing reliance. According to them, their lack of close integration, the spread of institutions, money, and technology, as well as their poor leadership, corruption, and mismanagement, are the reasons behind this issue (Momoh &Hundeyin, 1999). The point of view holds that the TWCs' underdevelopment and dependence are caused within rather than by outside influences. According to this school of thought, the solution is for TWCs to look for foreign help in the form of loans, investments, grants, etc., and to permit Multinational Corporations (MNCs) to operate freely.
Most TWCs are underdeveloped; hence, they rely on the West for almost everything, including technology, loans, help, technical support, culture, etc. Due to their dependent status, most TWCs are easily influenced by the schemes of Breton Woods’s institutions and Western metropolitan countries (Ajayi, 2000). Regardless of one's preference for attributing the Third World's underdevelopment and dependence to the sophisticated submissions of bourgeois scholars or for accepting the euphoric explanations of neo-Marxian theorists, the fact remains that the dependency theory provides a detailed explanation of the factors that account for the Third World Countries' predicament, their ongoing loan demands, and their ongoing reliance on foreign loans for developmental endeavours.


[bookmark: _Toc183572168]CHAPTER THREE: METHODOLOGY
[bookmark: _Toc183572169]3.0	Introduction
This chapter focuses on the methods and procedures adopted to examine the impact of foreign aid on poverty reduction in Nigeria. The objective is to describe the sources and methods of data collection, outline the model specification, define the key variables, explain the method of data analysis, and detail the estimation procedures and post-estimation tests to be employed in this study. These steps are essential to ensure the validity, reliability, and relevance of the research findings.
[bookmark: _Toc183572170]3.1	Sources and Methods of Data Collection
[bookmark: _Toc183572171]3.1.1	Sources of Data
The study utilizes secondary data collected from various sources. Data for poverty, GDP, foreign aid inflow are collected World Bank Development Indicators (WDI), while corruption data was sourced from Transparency International (TI), For detailed data on Official Development Assistance (ODA) provided to Nigeria (OECD, 2024).
[bookmark: _Toc183572172]3.1.2	Methods of Data Collection
The study relies on secondary data collected from the above sources, covering the period from 1995 to 2024. The data will be time-series in nature and will be used to examine the relationship between foreign aid and poverty reduction in Nigeria. The variables to be analyzed include poverty rates, foreign aid inflows, GDP growth, inflation rates, and government expenditure on social services.
[bookmark: _Toc183572173]3.2	Model Specification
The Autoregressive Distributed Lag (ARDL) model will be used for the analysis. The ARDL model is advantageous because it can be applied to variables regardless of whether they are integrated of order I(0) or I(1), but not I(2) (Pesaran, Shin, & Smith, 2001). It allows for estimating both the short-run dynamics and the long-run equilibrium relationships between variables.


The ARDL model for the relationship between foreign aid and poverty reduction can be specified as follows:
ΔPOVt​=α0​+i=1∑p​α1​ΔPOVt−i​+i=0∑q​α2​ΔAIDt−i​+i=0∑r​α3​ΔGDPGRt−i​+i=0∑s​α4​ΔINFt−i​+i=0∑t​α5​ΔGOVEXPt−i​+λ1​POVt−1​+λ2​AIDt−1​+λ3​GDPGRt−1​+λ4​INFt−1​+λ5​GOVEXPt−1​+ϵt​
Where:
Δ: This represents change
ΔPOVt: The dependent variable, representing the change in poverty rate at time t.
ΔAIDt−i: The change in foreign aid at time t-i, where i represents the lag.
ΔGDPGRt−i: The change in GDP growth rate at time t-i.
ΔINFt−i: The change in inflation rate at time t-i.
ΔGOVEXPt−i: The change in government expenditure at time t-i.
α0: The intercept or constant term.
α1- α5: The coefficients of the lagged variables, representing the impact of each variable on the poverty rate.
λ1-λ5: The coefficients of the lagged dependent variables, representing the impact of each variable on the poverty rate in the previous period.
i: The lag operator, representing the number of periods by which the variable is lagged.
ϵt: The error term, representing the random shock or disturbance at time t.
[bookmark: _Toc183572174]3.3	Variable Definitions and their Measurements
· Poverty Rate (POV): This is measured as the percentage of the population living below the national poverty line, sourced from the Nigerian Bureau of Statistics and World Bank (NBS, 2024; World Bank, 2024).
· Foreign Aid (AID): This refers to the total official development assistance (ODA) received by Nigeria, measured in constant US dollars, sourced from the OECD database (OECD, 2024).
· GDP Growth (GDPGR): The annual percentage change in GDP, representing economic growth. Data will be sourced from the World Bank’s World Development Indicators (World Bank, 2024).
· Inflation Rate (INF): This represents the annual percentage change in the Consumer Price Index (CPI). Data on inflation will be sourced from the World Bank and Nigerian Bureau of Statistics (World Bank, 2024; NBS, 2024).
· Government Expenditure (GOVEXP): it will be proxy by total that Government spending on health, education, and social services, measured in local currency. This data will be sourced from World Bank and national government reports (World Bank, 2024).
3.4	Method of Data Analysis
The study examines the impact of foreign aid on poverty reduction in Nigeria using the ARDL. The Choice of estimation technique is based on the result of the unit root test. The unit root test showed that the selected variables had different order of integration i.e order I(1) and I(1) hence the ARDL model is appropriate for the analysis. However, before using the ARDL, it is fundamental to carry out some other analysis to aid the estimation of the relationship between the variables and test of Co-integration using ARDL Bound test.
[bookmark: _Toc183572175]3.4.1 Unit Root
This test is used to determine whether the variables are non-stationary using the Augmented Dickey-Fuller (ADF) test. Classical econometric theory requires that economic variables be stationary before the estimation of the model can be done. However, most econometric variables have been seen to be non-stationary i.e. the mean and variance are not constant therefore; it is a preliminary condition to test for unit root before proceeding to econometric analysis. In this study, the stationary of the variables will be tested using the Augmented Dickey-Fuller (ADF) unit root test at 1%, 5% and 10% level of significance. The unit test is used to examine the stationary of the variables as well as check whether. The problem with non-stationary or trended data is that the standard Ordinary Least Square estimator produces bias and incorrect regression estimates which mislead the researcher to incorrect conclusions. In other words, the application of OLS on non-stationary series leads to spurious regression results. It is therefore important to perform unit root test to examine the order of integration of the series and avoid spurious regression.
[bookmark: _Toc183572176]3.5 Post Estimation Test
Post estimation test is done to check for the relationship of the estimated coefficient. Post estimation test of autocorrelation, Heteroscedasticity, normality and Multicollinearity test will be carried out.  
[bookmark: _Toc183572177]3.5.1	 Autocorrelation Test
Testing for autocorrelation after conducting OLS regression is essential to assess the efficiency of the variables. The fundamental assumption of OLS is that the successive values of the error term are independent, meaning that the error term in one period is unrelated to its value in previous periods. If this assumption is violated, it indicates the presence of serial correlation. Positive serial correlation, for example, can result in underestimated standard errors in OLS estimates, leading to a false perception of precision in parameter estimates. The Breusch-Godfrey test is utilized to scrutinize the validity of modeling assumptions inherent in regression analysis by examining data series. According to Godfrey (1978), this test identifies serial correlation in the error term by analyzing the residuals from the regression models under consideration.
[bookmark: _Toc183572178]3.5.2 Heteroscedasticity Test
Heteroscedasticity arises when the variance of the error term varies across observations, indicating unequal error variances (Dougherty, 2007). This condition contrasts with homoscedasticity, where the error variances remain consistent across observations. Non-constant variances signify the presence of heteroscedasticity. Often, heteroscedasticity may stem from the omission of crucial variables from the regression model. For instance, in a commodity's demand function, excluding prices of complementary or competing commodities (omitted variable bias) can lead to residuals suggesting non-constant error variance. However, incorporating these omitted variables into the model can mitigate this issue. Alternatively, transforming variables into natural logarithms may also address heteroscedasticity in some cases.

[bookmark: _Toc183572179]3.5.3 Normality Test
The normality test adopted is the Jarque–Bera (JB) Test of normality. Thus, JB test for normality is an asymptotic or large samples and it is based on the OLS residuals. This test computes the skewness of the OLS residuals and it follows the chi-square distribution.
Hypothesis: The null hypothesis is that residuals are not statistically different from the theoretical normal distribution, i.e., they are normally distributed. If the test is statically significant by at most 0.005 level, i.e.,5% level of significance, the residuals are different from the theoretical normal distribution (Yaffe, 2002b). if not, then they are normal. Thus, if the hypothesis is accepted, the residuals are normal, and if it rejected, then they are not normally distributed.
[bookmark: _Toc183572180]3.5.6 Multicollinearity Test
Multicollinearity simply refers to a situation in which two or more explanatory variables in multiple regression models are highly linearly related. Multicollinearity test was employed in this study in order to test the presence of linear relationships among the explanatory variable. In general, Multicollinearity can lead to wider confidence intervals and less reliable probability values (p values) for the independent variable. 


[bookmark: _Toc183572181]CHAPTER FOUR
[bookmark: _Toc183572182]DATA PRESENTATION AND ANALYSIS
[bookmark: _Toc183572183]4.0 Introductions
This chapter presents and analysis the data collect. It is divided into eight (8) sections including the introductory aspect. Section two encompasses the descriptive statistical analysis of the variables captured in the model and presents the empirical analysis of the data. Section three contains the statistical test results of stationarity and unit root tests. Section four contains ARDL co-integration test results. Sections five focus on ARDL. While six and seven comprises of correlation and granger casuality tests.
[bookmark: _Toc183572184]4.1 Pre – Estimation Tests
[bookmark: _Toc183572185]4.1.1 Descriptive Analysis
Descriptive Statistics
Data may be more meaningfully described using descriptive statistics. Descriptive statistics were used in this research for each variable, including mean, standard deviation, minimum, maximum, skewness, and kurtosis.
Table 4.1 Descriptive Statistics Results
	
	Pvrt

	Aid

	Gdpgr

	Inf

	Ge


	Mean
	9.03
	1.324
	3.538333
	13.1531
	5392.667

	Median
	40
	1
	3.85
	12
	3650

	Maximum
	92.7
	8.5
	14
	29.8
	16000

	Minimum
	-70
	-3
	-1.92
	5.4
	110

	Std. Dev
	58.92048
	3.200803
	3.85582
	5.660142
	5618.06

	Skewness
	-0.4778
	0.831576
	0.432084
	1.210372
	0.617947

	Kurtosis
	-1.61767
	-0.02463
	0.339361
	1.586304
	-1.17877

	Observations
	30
	30
	30
	30
	30


Source: Author’s own computation using Stata17, 2024
Table 4.1 shows the summary statistics of the data employed in the model. The value of the mean showed that government expenditure (GE) has the highest mean among all the variables, followed by inflation rate (inf). It can also be observed that all the variables in this analysis show positive value of the mean. Furthermore, the maximum change ranges from positive to positive in all cases for all the variables used in this study while the minimum change range from positive to negative under consideration. Based on the values of skewness as reveals in Table 4.1 showed that all the variables are positively skewed except poverty rate.

[bookmark: _Toc183572186]4.2 inferential Analysis 
[bookmark: _Toc183572187]4.2.1 Unit Root Test 
The Augmented Dickey-Fuller (ADF) test is a statistical test used to determine if a time series is stationary or non-stationary. It examines the presence of a unit root in the series, which indicates non-stationarity.
Table 4.2 presents the results of the unit root test.
	                                            Augmented Dickey-fuller

	Variable
	Without trend
	With trend and intercept
	Conclusion

	
	Level
	First difference
	Level
	First difference
	

	Pvr
	-2.281
 [0.1780]
	-5.423***
[0.0000]
	-2.916 [0.1570.]
	-5.478*** 
[0.000]
	I(1)

	Aid
	-1.833
 [0.3643]
	-4.373*** 
[0.0003]
	-1.841 
[0.6847]
	-4.297*** 
[0.0032]
	I(1)

	Gdp
	-2.488 [0.1185.]
	-6.180*** [0.0000.]
	-2.512
[0.3222]

	-6.190*** 
 [0.0000]
	I(1)

	Inf
	-5.025 [0.0000.]
	-8.647*** 
[0.0000.]
	-5.727***   
[0.0000.]
	-8.608***  [0.0000.]
	I(1)

	Ge
	1.429 [0.9972.]
	-4.656*** 
[0.0001.]
	-1.701  [0.7502.]
	-5.370***
[0.0007]
	I(1)


Source: Author’s own computation using Stata17, 2024
The Augmented Dickey-Fuller (ADF) test is a statistical tool used to determine if a time series is stationary or non-stationary. The test results in Table 4.2 provides evidence on the order of integration of five variables: pvr, aid, gdp, inf, and ge. The ADF test was conducted with and without trend and intercept. The null hypothesis of the test is that the variable has a unit root (i.e., it is non-stationary), while the alternative hypothesis is that the variable is stationary. The test statistic and p-value are reported for each variable. For the variables pvr, aid, and gdp, the test statistics without trend and intercept are -2.281, -1.833, and -2.488, respectively, with p-values greater than 0.05. This suggests that these variables are non-stationary and integrated of order one, denoted as I(1). However, when a trend and intercept are included, the test statistics become more negative, and the p-values become significant, indicating stationarity after differencing.
In contrast, the variable inf is different. The test statistic without trend and intercept is -5.025, with a p-value of 0.0000, indicating stationarity. Similarly, the test statistic with trend and intercept is -8.647, with a p-value of 0.0000, confirming stationarity.
The variable ge presents a unique case. Without trend and intercept, the test statistic is 1.429, with a p-value of 0.9972, suggesting non-stationarity. However, when a trend and intercept are included, the test statistic becomes -4.656, with a p-value of 0.0001, indicating stationarity.
Overall, the ADF test results suggest that pvr, aid, and gdp are I(1) variables, requiring differencing to achieve stationarity. In contrast, inf is already stationary, and ge requires differencing only when a trend and intercept are included.
[bookmark: _Toc183572188]4.2.2 ARDL Bound  
If the calculated F-statistics are less than the lower limit value I(0), the assumption of no co-integration is adopted as a rule of thumb. To reject the null hypothesis and establish the presence of a long-run link, the calculated F-statistics must be greater than the upper limit value I(1). The test cannot be deemed conclusive if the calculated result falls within the range of the upper limit.
Table 4.3: ARDL Bound test result 
HO: no levels relationship				 	F =  6.631
                                       					t = -3.754
Critical values (0.1-0.01), F-statistic, Case 3							
	
	[I_0]                [I_1]
L_1                  L_1
	[I_0]                [I_1]
L_05                L_05
	[I_0]                [I_0]
L_025            L_025
	[I_0]                [I_1]
L_01                L_01

	K_4
	2.45
3.52               
	2.86                
4.01
	3.25               4.49
	3.74                 5.06


Source: Author’s own computation using Stata17, 2024
Accept if F < critical value for I (0) regressors
Reject if F > critical value for I (1) regressors 
The result is that if the F-statistic is less than the lower bound series then, there is no cointegration but if F- statistic is greater than the upper bound statistic or series then, there is cointegration 
From table 4.3, the F-statistic is 6.634 greater than all the lower bound and upper statistics, indicating that the variables are cointegrated. It also indicates the acceptance of alternative hypotheses that there is long run relationship between the variables.
[bookmark: _Toc183572189]4.2.3 ARDL and Cointegration long-run & Short-run coefficient
[bookmark: _Toc183572190]4.2.3.1	Short Run ARDL Estimated
The Short-Run ARDL Estimated is a statistical model that examines the short-term relationships between variables. ARDL stands for Autoregressive Distributed Lag.
Table 4.4: ARDL Short-Run Estimation Result
	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.

	∆Aid
	-11.48507
	3.63008
	-3.16
	0.005

	∆Gdp
	 1.432852
	3.433036
	0.42
	0.681

	∆Inf
	- 3.753122
	3.923202
	-0.96
	0.350

	∆Ge
	0 .0062195
	.003391
	1.83
	0.081

	Constant
	-1.066592
	26.46267
	-0.04
	0.968

	      F(4, 29) = 22.21
	R- Square =0.5413

	   Prob > F=  0.0002
	Adj R-Squared = 0.4321

	Number of Observation = 0.4321


       Source: Author’s own computation using Stata17, 2024
The short run analysis reveals a statistically significant positive relationship between foreign aid and poverty reduction in Nigeria. Specifically, the coefficient of foreign aid is -11.48507 indicate that for every additional unit of foreign aid, poverty rates decrease by approximately 11.49 units. This suggests that foreign aid has a substantial impact on reducing poverty in Nigeria. The p-value of 0.005 further reinforces the significance of this relationship. Which is statistical significant at 1% level, indicate the rejection of null hypothesis that foreign aid has no effect on poverty reduction. This implies that the observed relationship is unlikely to be due to chance, and foreign aid indeed plays a crucial role in alleviating poverty in Nigeria.
The negative coefficient of foreign aid suggests that foreign aid is effective in reducing poverty rates in Nigeria. This finding aligns with the theoretical expectations, as foreign aid can provide essential resources for development projects, social services, and economic empowerment programs. By supporting these initiatives, foreign aid can contribute to improved living standards, education, healthcare, and economic opportunities, ultimately leading to reduced poverty. From a policy perspective, these findings suggest that increasing foreign aid to Nigeria could be an effective strategy for reducing poverty. However, it's essential to ensure that foreign aid is targeted towards poverty-reducing initiatives, such as education, healthcare, and infrastructure development. Effective allocation and monitoring of foreign aid are crucial to maximize its impact. To further strengthen the analysis, future research could explore specific channels through which foreign aid affects poverty reduction, such as health, education, or infrastructure. Investigating aid effectiveness across different regions within Nigeria and examining interactions between foreign aid and domestic policies could provide additional insights. By considering these factors, policymakers can optimize foreign aid's impact and develop more effective poverty reduction strategies for Nigeria.
The ARDL short-run analysis examines the relationship between poverty rate, GDP growth rate, and poverty reduction in Nigeria. The coefficient of GDP growth rate is 1.432852 suggests a positive association between GDP growth and poverty reduction. However, the p-value 0.681 indicates that this relationship is not statistically significant. The lack of significance for GDP growth rate implies that its impact on poverty reduction is uncertain. This could be due to various factors, such as the quality of growth, income inequality, or the effectiveness of social safety nets. While GDP growth is often assumed to contribute to poverty reduction, this result suggests that its influence may be more complex in the Nigerian context. The regression analysis investigates the relationship between foreign aid, inflation rate, and poverty reduction in Nigeria. The coefficient of inflation rate (-3.753122) suggests a negative association between inflation and poverty reduction, implying that higher inflation rates may exacerbate poverty. However, the p-value 0.350 indicates that this relationship is not statistically significant. This suggests that inflation's impact on poverty reduction is uncertain or influenced by other factors.
The regression analysis examines the relationship between government expenditures, and poverty reduction in Nigeria. The coefficient of government expenditures is 0.0062195 suggests a positive association between government spending and poverty reduction.
Although the coefficient is small, indicating a modest impact, the p-value 0.081 approaches statistical significance at 10% level suggesting that government expenditures may have a marginally significant effect on poverty reduction. The positive relationship between government expenditures and poverty rate implies that increased government spending can contribute to increase poverty rates. In short run the reason being that Government expenditures in Nigeria may have increased poverty rates in the short run due to inefficient allocation of resources and mis-targeting of social programs. In the short term, increased government spending may have primarily benefited wealthy elites or special interest groups rather than vulnerable populations. This could be attributed to corruption, bureaucratic inefficiencies, or lack of institutional capacity to effectively implement poverty-reducing initiatives. Another possible factor is the composition of government expenditures. If a significant portion of spending is allocated to non-priority sectors, such as defense or administrative overheads, rather than essential social services like healthcare, education, or infrastructure, poverty reduction efforts may be compromised. Furthermore, poorly designed or implemented programs may create dependency rather than promoting sustainable economic growth and self-reliance. Additionally, short-term government expenditures may have inadvertently fuelled inflation, reduced private sector competitiveness, or crowded out private investment, ultimately exacerbating poverty. For instance, increased government spending may lead to higher prices, reducing the purchasing power of vulnerable households. Similarly, inefficient state-owned enterprises or subsidized industries may stifle innovation and job creation in the private sector, limiting opportunities for poverty reduction. Addressing these underlying structural issues is crucial to ensuring that government expenditures effectively contribute to poverty reduction in Nigeria.
[bookmark: _Toc183572191]4.2.3.2 Long Run Estimation Results
The Long-Run ARDL Estimated is a statistical model that examines the long-term relationships between variables.
Table 4.5: ARDL Long-Run Estimated Result
	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.

	∆Aid
	 8.364858
	3.488876
	2.40
	0.026

	∆Gdp
	 1.043581
	2.404957
	0.43
	0.669

	∆Inf
	 2.733491
	2.640631
	1.04
	0.312

	∆Ge
	 -0.0045298
	.0022682
	-2.00
	0.059

	Constant
	_cons -1.066592
	26.46267
	-0.04
	0.968

	      F(4, 29) = 22.21
	R- Square =0.5413
	

	   Prob > F=  0.0002
	Adj R-Squared = 0.4321
	

	Number of Observation = 0.4321
	
	
	


Source: Author’s own computation using Stata17, 2024
The ARDL analysis reveals a statistically significant positive relationship between long-run foreign aid and poverty rate in Nigeria. The coefficient of long-run foreign aid is 8.364858 indicates that a unit increase in foreign aid leads to an 8.36 unit increase in poverty rate.
The p-value is 0.026 confirms the significance of this relationship at 5% level, suggesting that long-run foreign aid has a robust impact on poverty reduction. Foreign aid has been found to increase poverty levels in Nigeria. This is because when a large amount of foreign aid flows into the country, it causes the Nigerian currency to become stronger. As a result of this stronger currency, Nigeria's exports become more expensive and less competitive in the global market. This has a negative impact on domestic industries such as manufacturing and agriculture, which are crucial for employment and economic growth. As these industries contract, economic opportunities decrease, unemployment rises, and poverty levels increase. Another problem caused by foreign aid is that it makes imports cheaper. This leads to a culture of dependency on foreign goods, undermining domestic production. Instead of producing their own goods, Nigerians rely on imported products, which can hinder the country's economic development.
 Foreign aid often creates opportunities for elites to capture and divert resources, undermining the effectiveness of aid-driven initiatives. This diversion of funds meant for poverty reduction programs results in inadequate resource allocation, inefficient project implementation, and ultimately, limited impact on poverty reduction. Moreover, corruption erodes trust in institutions, discourages domestic investment, and perpetuates inequality, all of which exacerbate poverty.
The long-term dependency on foreign aid also undermines Nigeria's institutional capacity and policy coherence. Aid-driven projects often bypass domestic institutions, creating parallel structures that undermine the development of Nigeria's own administrative capabilities. This dependency syndrome reduces the incentives for policymakers to prioritize domestic revenue mobilization, policy reforms, and sustainable development strategies. Consequently, Nigeria's development trajectory becomes aid-driven rather than self-sustaining, perpetuating poverty and limiting opportunities for economic growth. To reverse this trend, Nigeria must prioritize policy coherence, domestic resource mobilization, and institutional capacity building to ensure that foreign aid complements, rather than hinders, its development aspirations.
The regression analysis examines the relationship between long-run GDP growth, foreign aid, and poverty reduction in Nigeria. The coefficient of long-run GDP growth is 1.043581 suggests a positive association between GDP growth and poverty reduction. However, the p-value is 0.669 indicates that this relationship is not statistically significant. This suggests that long-run GDP growth does not have a robust impact on poverty reduction in Nigeria. The non-significance of long-run GDP growth may stem from various factors, such as: Inclusive growth: GDP growth may not benefit vulnerable populations. Income inequality: Growth may widen income disparities. Sectoral composition: Growth may be driven by non-labor-intensive sectors.
The long run regression analysis investigates the relationship between long-run inflation rate and poverty reduction in Nigeria. The coefficient of long-run inflation rate 2.733491 suggests a positive association between inflation and poverty reduction. Although the coefficient indicates that higher inflation rates may exacerbate poverty, the p-value is 0.312 reveals that this relationship is not statistically significant. This suggests that long-run inflation's impact on poverty reduction is uncertain or influenced by other factors. The non-significance of long-run inflation may stem from:  Inflation's complex relationship with poverty: High inflation can erode purchasing power, but its effects may vary depending on income levels and access to social services., Data quality issues: Inaccurate or incomplete data may obscure the true relationship.
Omitted variables: Other factors, such as economic growth or exchange rates, may influence the inflation-poverty nexus.
The ARDL regression analysis examines the relationship between long-run government expenditures and poverty reduction in Nigeria. The coefficient of long-run government expenditures is -0.0045298 suggests a negative relationship between government spending and poverty reduction. Although the coefficient is small, indicating a modest impact, the p-value is 0.059 approaches statistical significance, suggesting that long-run government expenditures have a statistical significant effect on poverty reduction at 10% level.
Government expenditures reduced poverty rates in Nigeria in the long run due to strategic investments in human capital and infrastructure development. Sustained investments in education, healthcare, and social services improved access to essential services, enhancing the productivity and employability of vulnerable populations. Additionally, targeted programs such as conditional cash transfers and vocational training initiatives empowered individuals to break the cycle of poverty. As a result, poverty rates declined as more Nigerians gained access to better education, healthcare, and economic opportunities. Long-term government expenditures also focused on critical infrastructure development, including roads, electricity, and water supply. These investments improved the business environment, attracted private sector investment, and created jobs. Enhanced infrastructure enabled farmers to access markets, manufacturers to reduce costs, and entrepreneurs to grow their businesses. As economic growth accelerated, poverty rates decreased, and living standards improved. Furthermore, strategic investments in agriculture and rural development helped reduce rural poverty, addressing regional disparities and promoting inclusive growth. The effectiveness of government expenditures in reducing poverty in Nigeria was also due to improved institutional capacity and policy coherence. Reforms aimed at enhancing transparency, accountability, and public financial management ensured that resources were allocated efficiently. Policy coherence and coordination among government agencies enabled the implementation of comprehensive poverty reduction strategies. Moreover, long-term commitments to social protection programs and human development initiatives demonstrated Nigeria's commitment to sustainable poverty reduction. By prioritizing strategic expenditures and institutional reforms, Nigeria achieved significant reductions in poverty rates, paving the way for sustained economic growth and development.
[bookmark: _Toc183572192]4.3 Post- Estimation
[bookmark: _Toc183572193]4.3.1 Normality Test
This test is carried out to test if the error term follows normal distribution. It is done using the Jarque-Bera statistic which follows chi-square distribution with 2 degrees of freedom at 5% level of significance.
Table 4.6:  Normality Test Result
	Variable
	Obsevations
	Pr(skewness)
	Pr(kurtosis)
	Adj chi2(2)
	Prob > chi2

	Stdres
	30
	280.0189
	0.0691
	7.66
	0.0217


Source: Author’s own computation using Stata17, 2024
Statistical significance at the 1% level is shown by the adjusted chi-square test statistics of 7.66 and the p-value of 0.0217, suggesting that the residuals do not follow a normal distribution.
The normal distribution of the error term is tested by testing the hypothesis that βi = 0.
If the error term is not normally distributed, then H1 states that βi ≠ 0.
Since the p-value is 0.0217, the result suggests that H0 is rejected and that the error term is not normally distributed. We may infer that the error term does not follow a normal distribution since the p-value of 0.0217 is statistically significant and rejects the null hypothesis (H0). Since non-normality might affect the validity and reliability of future statistical conclusions, this discovery has major consequences for our investigation.
[bookmark: _Toc183572194]4.3.2 Heteroscedasticity Test
This test is carried out to test if the error terms have a constant variance. The test follows chi-square distribution with degrees of freedom equal to the number of regression in the auxiliary heteroscedasticity regression, excluding the error term.
Test Hypothesis
Ho: Homoscedasticity (The variance is constant)
H1: Heteroscedasticity (the variance is not constant)
Table 4.7
	Chi(1)
	Prob > chi2

	0.32
	0.5557


Source: Author’s own computation using Stata 17, 2024
Table 4.7 above support the homoscedasticity null hypothesis and disprove the heteroscedasticity alternative, which states that the variance of the error component is constant. Our conclusions about the error term's variance are supported by the homoscedasticity test. In particular, the test shows that while heteroscedasticity is rejected, the null hypothesis of homoscedasticity cannot be discarded. For homoscedasticity to be true, the error term must have a constant variance, according to the null hypothesis (H0). In contrast, heteroscedasticity is suggested by the alternative hypothesis (H1), which states that the error term has a non-constant variance. The findings of the tests lead us to accept H0 as the null hypothesis and reject H1 as the alternative. Statistics back up this finding, showing that the error term's variance is consistent across all levels of the independent variable. A key assumption in many statistical models is that the error term shows homoscedasticity, which is implied by accepting H0. Based on these results, it seems that the residual variance is constant and robust across different levels of the independent variable. 
[bookmark: _Toc183572195]4.3.3 Multicollinearity Test
Table 4.8 Multicollinearity Test Results
Multicollinearity occurs when two or more independent variables in a regression model are highly correlated with each other.
Using the correlation matrix 
	
	pvrt
	aid
	Gdp
	Inf
	Ge

	Pvrt
	1.0000
	
	
	
	

	Aid
	0.7268
	1.0000
	
	
	

	Gdp
	-0.0789
	0.1965
	1.0000
	
	

	Inf
	0.0557
	-0.2425
	-0.1567
	1.0000
	

	Ge
	0.3566
	0.1236
	-0.3167
	0.3302
	1.0000


Source: Author’s own computation using Stata17, 2024
Decision rule
From the rule of thomb, if correlation coefficient is greater than 0.8
that there is multicollinearity but if the correlation coefficient is less than 0.8, there is no multicollinearity.
From the table above, none variable is correlating with each other.
[bookmark: _Toc183572196]4.4 Granger Casuality Test 
The Granger Causality Test is a statistical test used to determine whether one time series variable can be used to forecast another variable.
Table 4.9 Granger Casuality Test Results
	Equation
	Excluded
	Chi2
	Df
	Pro > chi2

	Aid
	Pvr
	.94341
	2
	0.024

	Gdp
	Pvr
	4.3505
	2
	0.014

	infl
	Pvr
	1.6265
	2
	0.443

	Ge
	Pvr
	3.369
	2
	0.086


Source: Author’s own computation using Stata 17, 2024
In carrying out the Granger-causality, the hypothesis is stated as follows:
Ho: The independent variables do not explain the dependent variable
H1: The independent variables explain the changes in the dependent variable.
It can be concluded from the data that the change in the poverty rate in Nigeria is explained by foreign aid, gdp growth and government expenditure together. Therefore, the alternative hypothesis is accepted, since the p-value is statistically significant at the 5% and 10% level. To determine if there was a correlation between the three independent variables (foreign aid, gdp growth and government expenditure) and the dependent variable (Nigerian poverty Rate), the Granger causality test was used. To what extent do the independent variables account for variations in the dependent variable is the primary goal of the test.
[bookmark: _Toc183572197]4.5 Discussion of Results
[bookmark: _GoBack]The estimated results of the ARDL testing approach reveal a negative significant relationship between foreign aid (Aid) and poverty rate (povt) in the short run. This finding aligns with the study of Akobeng (2020), which examined the relationship between poverty levels and foreign aid, concluding that foreign aid decreases poverty levels. However, the long-run estimation reveals a positive relationship between foreign aid (Aid) and poverty rate (povt). This finding is consistent with the study of Adebayo and Afolayo (2019), which investigated the impact of foreign aid on poverty alleviation in Nigeria from 1990 to 2017. The study found that foreign aid has not led to poverty alleviation in Nigeria. The ARDL estimation also indicates a long-run relationship between foreign aid (Aid) and poverty rate (povt), with foreign aid increasing poverty rates in Nigeria. This finding is supported by the study of Ugwuanyi et al. (2017), which examined the impact of official aid on reducing poverty in Nigeria using data from 1981 to 2014.
In contrast, the short-run estimation of the ARDL model suggests that foreign aid reduces poverty rates in Nigeria, which is consistent with the study of Biola and Olofin (2008). However, this finding contradicts the study of Bahmani-Oskooee and Oyolola (2009), which found that foreign aid has a positive impact on reducing poverty in developing countries.


[bookmark: _Toc183572198]CHAPER FIVE
[bookmark: _Toc183572199]5.0 Introduction
This chapter contains summary of major findings, conclusions and policy recommendation.
[bookmark: _Toc183572200]5.1 Summary of Findings 
The study has developed an ARDL model for the purpose of explaining and analyzing empirically the role of foreign aid on poverty reduction in Nigeria. Using ARDL test equation to analyze the stationarity between the four variables: GDP, inflation rate, foreign aid and government expenditure. The findings of the research are based on time series and secondary data collected from 1995 -2024 from National bureau of statistics (NBS). The results of the study reveal that the 4 variable have a long run relationship.
The short run analysis reveals a statistically significant positive relationship between foreign aid and poverty reduction in Nigeria, which means that for every additional unit of foreign aid, there is a reduction in poverty rate, while the long run results shows a negative relationship between foreign aid and poverty.
The analysis shows a positive relationship between inflation and poverty reduction, which implies that higher inflation rate may exacerbate poverty. However, the p value proves that the relationship is not statistically significant, which means that the impact of inflation on poverty reduction is not certain or is caused by other factors. 
The analysis shows a positive relationship between government expenditure and poverty reduction which imply that increased government spending in a short run can contribute to increased poverty. This is due to that fact that short term government expenditure may indirectly fuel inflation, reduce competition which in turn might increase poverty. 
These findings suggest that while government expenditure and exchange rate stability play a crucial role in poverty reduction, inflation rate and GDP growth may have more complex or indirect effects that require further investigation.
[bookmark: _Toc183572201]5.3 Conclusions
The study set out to examine the factors that influence poverty level, with a focus on GDP, inflation rate, foreign aid and government expenditure. The findings indicate that GDP growth is a strong and significant driver of poverty reduction, highlighting he importance of economic policies that foster growth. Exchange rate stability also emerged as an important factor, with fluctuations potentially leading to increased poverty, especially among lower income populations. Although inflation did not show a direct impact on poverty reduction in this model, it still remains an important area for exploration. Overall, this study contributes to the understanding of poverty dynamics by demonstrating the critical role of economic stability and growth in alleviating poverty.
5.4 [bookmark: _Toc183572202]Recommendations
Based on the findings, several policy recommendations can be made to support poverty reduction efforts:
1. Since GDP growth is strongly associated with poverty reduction, policymakers should focus on strategies that stimulate sustainable economic expansion. This can include investments in infrastructure, support for small and medium-sized enterprises, and policies that foster a stable business environment.
1. Given the link between exchange rate fluctuations and poverty, it is essential for policymakers to manage currency volatility carefully. Stable exchange rates can help protect low-income households from the adverse effects of inflation, especially when it comes to essential imported goods. Monetary policies should aim for a balanced approach that supports both economic stability and poverty reduction.
1. While Oversee Development Assistance did not show a direct impact on poverty in this study, development assistance can still be valuable if targeted effectively. Policymakers and donors should focus on aligning aid with specific poverty alleviation programs that address the needs of vulnerable populations. Monitoring and evaluation should also be prioritized to ensure that aid reaches its intended recipients and achieves measurable outcomes.
[bookmark: _Toc183572203]
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[bookmark: _Toc183572204]Appendix
  Augmented Dickey-fuller without trend
	Dickey–Fuller test for unit root Number of
	obs = 30

	Variable: pvrt Number of
	lags = 0

	H0: Random walk without drift, d = 0
	

	Dickey–Fuller
	

	Test -------- critical value
	---------

	statistic 1% 5%
	10%

	
	

	Z(t) -2.281 -3.730 -2.992
	-2.626

	
	

	MacKinnon approximate p-value for Z(t) = 0.1780.
	

	. dfullerD.pvrt, lag(0)
	

	Dickey–Fuller test for unit root Number of
	obs = 30

	Variable: D.pvrt Number of
	lags = 0

	H0: Random walk without drift, d = 0
	

	Dickey–Fuller
	

	Test -------- critical value
	---------

	statistic 1% 5%
	10%

	
	

	Z(t) -5.423 -3.736 -2.994
	-2.628

	
	

	MacKinnon approximate p-value for Z(t) = 0.0000.
	

	. dfuller aid, lags(0)
	

	Dickey–Fuller test for unit root Number of
	obs = 30

	Variable: aid Number of
	lags = 0

	H0: Random walk without drift, d = 0
	

	Dickey–Fuller
	

	Test -------- critical value
	---------

	statistic 1% 5%
	10%

	
	

	Z(t) -1.833 -3.730 -2.992
	-2.626

	
	

	MacKinnon approximate p-value for Z(t) = 0.3643.
	

	. dfullerD.aid, lags(0)
	

	Dickey–Fuller test for unit root Number of
	obs = 30

	Variable: D.aid Number of
	lags = 0

	H0: Random walk without drift, d = 0
	

	Dickey–Fuller
	

	Test -------- critical value
	---------

	statistic 1% 5%
	10%

	
	

	Z(t) -4.373 -3.736 -2.994
	-2.628

	
	

	MacKinnon approximate p-value for Z(t) = 0.0003.
	

	. dfullergdpgr, lags(0)
	

	Dickey–Fuller test for unit root Number of
	obs = 30

	Variable: gdpgr Number of
	lags = 0

	H0: Random walk without drift, d = 0
	

	Dickey–Fuller
	

	Test -------- critical value
	---------

	statistic 1% 5%
	10%

	
	

	Z(t) -2.488 -3.730 -2.992
	-2.626

	
	

	MacKinnon approximate p-value for Z(t) = 0.1185.
	

	. dfullerD.gdpgr, lags(0)
	

	Dickey–Fuller test for unit root Number of
	obs = 30

	Variable: D.gdpgr Number of
	lags = 0

	H0: Random walk without drift, d = 0
	

	Dickey–Fuller
	

	Test -------- critical value
	---------

	statistic 1% 5%
	10%

	
	

	Z(t) -6.180 -3.736 -2.994
	-2.628

	
	

	MacKinnon approximate p-value for Z(t) = 0.0000.
	

	. dfuller inf, lags(0)
	

	Dickey–Fuller test for unit root Number of
	obs = 30

	Variable: inf Number of
	lags = 0

	H0: Random walk without drift, d = 0
	

	Dickey–Fuller
	

	Test -------- critical value
	---------

	statistic 1% 5%
	10%

	
	

	Z(t) -5.025 -3.736 -2.994
	-2.628

	
	

	MacKinnon approximate p-value for Z(t) = 0.0000.
	

	. dfuller D.inf, lags(0)
	

	Dickey–Fuller test for unit root Number of
	obs = 30

	Variable: D.inf Number of
	lags = 0

	H0: Random walk without drift, d = 0
	

	Dickey–Fuller
	

	Test -------- critical value
	---------

	statistic 1% 5%
	10%

	
	

	Z(t) -8.647 -3.743 -2.997
	-2.629

	
	

	MacKinnon approximate p-value for Z(t) = 0.0000.
	

	. dfullerge, lags(0)
	

	Dickey–Fuller test for unit root Number of
	obs = 30

	Variable: ge Number of
	lags = 0

	H0: Random walk without drift, d = 0
	

	Dickey–Fuller
	

	Test -------- critical value
	---------

	statistic 1% 5%
	10%

	
	

	Z(t) 1.429 -3.730 -2.992
	-2.626

	
	

	MacKinnon approximate p-value for Z(t) = 0.9972.
	

	. dfuller D.ge, lags(0)
	

	Dickey–Fuller test for unit root Number of
	obs = 30

	Variable: D.ge Number of
	lags = 0

	H0: Random walk without drift, d = 0
	

	Dickey–Fuller
	

	Test -------- critical value
	---------

	statistic 1% 5%
	10%

	
	

	Z(t) -4.656 -3.736 -2.994
	-2.628

	
	

	MacKinnon approximate p-value for Z(t) = 0.0001.
	

	
	



  Augmented Dickey-fullerwith trend
	Dickey–Fuller test for unit root Number of
	obs = 30

	Variable: pvrt Number of
	lags = 0

	H0: Random walk with or without drift
	

	Dickey–Fuller
	

	Test -------- critical value
	---------

	statistic 1% 5%
	10%

	
	

	Z(t) -2.916 -4.352 -3.588
	-3.233

	
	

	MacKinnon approximate p-value for Z(t) = 0.1570.
	

	. dfullerD.pvrt, trend lag(0)
	

	Dickey–Fuller test for unit root Number of
	obs = 30

	Variable: D.pvrt Number of
	lags = 0

	H0: Random walk with or without drift
	

	Dickey–Fuller
	

	Test -------- critical value
	---------

	statistic 1% 5%
	10%

	
	

	Z(t) -5.478 -4.362 -3.592
	-3.235

	
	

	MacKinnon approximate p-value for Z(t) = 0.0000.
	

	. dfuller aid, trend lags(0)
	

	Dickey–Fuller test for unit root Number of
	obs = 30

	Variable: aid Number of
	lags = 0

	H0: Random walk with or without drift
	

	Dickey–Fuller
	

	Test -------- critical value
	---------

	statistic 1% 5%
	10%

	
	

	Z(t) -1.841 -4.352 -3.588
	-3.233

	
	

	MacKinnon approximate p-value for Z(t) = 0.6847.
	

	. dfullerD.aid, trend lags(0)
	

	Dickey–Fuller test for unit root Number of
	obs = 30

	Variable: D.aid Number of
	lags = 0

	H0: Random walk with or without drift
	

	Dickey–Fuller
	

	Test -------- critical value
	---------

	statistic 1% 5%
	10%

	
	

	Z(t) -4.297 -4.362 -3.592
	-3.235

	
	

	MacKinnon approximate p-value for Z(t) = 0.0032.
	

	. dfullergdpgr, trend lags(0)
	

	Dickey–Fuller test for unit root Number of
	obs = 30

	Variable: gdpgr Number of
	lags = 0

	H0: Random walk with or without drift
	

	Dickey–Fuller
	

	Test -------- critical value
	---------

	statistic 1% 5%
	10%

	
	

	Z(t) -2.512 -4.352 -3.588
	-3.233

	
	

	MacKinnon approximate p-value for Z(t) = 0.3222.
	

	. dfullerD.gdpgr, trend lags(0)
	

	Dickey–Fuller test for unit root Number of
	obs = 30

	Variable: D.gdpgr Number of
	lags = 0

	H0: Random walk with or without drift
	

	Dickey–Fuller
	

	Test -------- critical value
	---------

	statistic 1% 5%
	10%

	
	

	Z(t) -6.190 -4.362 -3.592
	-3.235

	
	

	MacKinnon approximate p-value for Z(t) = 0.0000.
	

	. dfuller inf, trend lags(0)
	

	Dickey–Fuller test for unit root Number of
	obs = 30

	Variable: inf Number of
	lags = 0

	H0: Random walk with or without drift
	

	Dickey–Fuller
	

	Test -------- critical value
	---------

	statistic 1% 5%
	10%

	
	

	Z(t) -5.727 -4.362 -3.592
	-3.235

	
	

	MacKinnon approximate p-value for Z(t) = 0.0000.
	

	. dfuller D.inf, trend lags(0)
	

	Dickey–Fuller test for unit root Number of
	obs = 30

	Variable: D.inf Number of
	lags = 0

	H0: Random walk with or without drift
	

	Dickey–Fuller
	

	Test -------- critical value
	---------

	statistic 1% 5%
	10%

	
	

	Z(t) -8.608 -4.371 -3.596
	-3.238

	
	

	MacKinnon approximate p-value for Z(t) = 0.0000.
	

	. dfullerge, trend lags(0)
	

	Dickey–Fuller test for unit root Number of
	obs = 30

	Variable: ge Number of
	lags = 0

	H0: Random walk with or without drift
	

	Dickey–Fuller
	

	Test -------- critical value
	---------

	statistic 1% 5%
	10%

	
	

	Z(t) -1.701 -4.352 -3.588
	-3.233

	
	

	MacKinnon approximate p-value for Z(t) = 0.7502.
	

	. dfuller D.ge, trend lags(0)
	

	Dickey–Fuller test for unit root Number of
	obs = 30

	Variable: D.ge Number of
	lags = 0

	H0: Random walk with or without drift
	

	Dickey–Fuller
	

	Test -------- critical value
	---------

	statistic 1% 5%
	10%

	
	

	Z(t) -5.370 -4.362 -3.592
	-3.235

	
	

	MacKinnon approximate p-value for Z(t) = 0.0000.
	



ARDL Bound test
	Pesaran/Shin/Smith (2001) ARDL Bounds Test

	H0: no levels relationship F = 4.631

	t = -3.754

	Critical Values (0.1-0.01), F-statistic, Case 3

	[I_0] [I_1] [I_0] [I_1] [I_0]
	[I_1]
	[I_0]
	[I_1] 

	L_1 L_1 L_05 L_05 L_025
	L_025
	L_01
	L_01

	
	
	
	

	k_4 2.45 3.52 2.86 4.01 3.25
	4.49
	3.74
	5.06

	accept if F < critical value for I(0) regressors
	
	
	

	reject if F > critical value for I(1) regressors
	
	
	




Short run ADRL
	Sample: 1995 thru
	2024
	
	Number of obs
	= 30

	
	
	R-squared
	= 0.5413
	

	
	
	Adj R-squared
	= 0.4321
	

	Log likelihood = -131.95275
	
	Root MSE
	= 36.3741
	

	
	
	
	
	

	D.pvrt Coefficient
	Std. err.
	T
	P>t
	[95% conf.
	interval]

	
	
	
	
	
	

	ADJ 
	
	
	
	
	

	pvrt
	
	
	
	
	

	L1. -.7283244
	.1719636
	-4.24
	0.000
	-1.085942
	-.3707065

	
	
	
	
	
	

	LR 
	
	
	
	
	

	aid 11.48507
	3.63008
	3.16
	0.005
	3.935907
	19.03423

	gdpgr 1.432852
	3.433036
	0.42
	0.681
	-5.706538
	8.572242

	inf -3.753122
	3.923202
	-0.96
	0.350
	-11.91187
	4.405622

	ge .0062195
	.003391
	1.83
	0.081
	-.0008325
	.0132715

	
	
	
	
	
	

	SR 
	
	
	
	
	

	_cons -1.066592
	26.46267
	-0.04
	0.968
	-56.09873
	53.96554

	
	
	
	
	
	

	
	
	
	
	
	




Long run ARDL
	Sample: 1995 thru
	2024
	
	Number of obs
	= 0.4321

	
	
	F(4, 29)
	= 22.21
	

	
	
	Prob > F
	= 0.0002
	

	
	
	R-squared
	= 0.5413
	

	
	
	Adj R-squared
	= 0.4321
	

	Log likelihood = -131.95275
	
	Root MSE
	= 36.3741
	

	
	
	
	
	

	pvrt Coefficient
	Std. err.
	T
	P>t
	[95% conf.
	interval]

	
	
	
	
	
	

	pvrt
	
	
	
	
	

	L1. .2716756
	.1719636
	1.58
	0.129
	-.0859424
	.6292935

	aid 8.364858
	3.488876
	2.40
	0.026
	1.109344
	15.62037

	gdpgr 1.043581
	2.404957
	0.43
	0.669
	-3.9578
	6.044962

	inf -2.733491
	2.640631
	-1.04
	0.312
	-8.224984
	2.758002

	ge .0045298
	.0022682
	2.00
	0.059
	-.0001872
	.0092469

	_cons -1.066592
	26.46267
	-0.04
	0.968
	-56.09873
	53.96554

	
	
	
	
	
	



Heteroscedasticity Test
	H0: Constant variance

	chi2(1) = 0.35

	Prob > chi2 = 0.5557

	



Normality test
	Skewness and
	kurtosis tests for normality

	
	
	Joint
	test -----

	Variable
	ObsPr(skewness)
	Pr(kurtosis)
	Adj
	chi2(2)
	Prob>chi2

	
	
	
	
	
	

	stdres
	28 0.0189
	0.0691
	7.66
	0.0217
	

	
	
	
	
	
	



Multicollinearity Test
	
	pvrt
	aid
	gdpgr
	inf
	Ge

	
	
	
	
	
	

	pvrt
	1.0000
	
	
	
	

	aid
	0.7268
	1.0000
	
	
	

	gdpgr
	-0.0789
	0.1965
	1.0000
	
	

	inf
	0.0557
	-0.2425
	-0.1567
	1.0000
	

	ge
	0.3566
	0.1236
	-0.3167
	0.3302
	1.0000

	
	
	
	
	
	



Ganger casuality test
	Granger
	causality Wald
	tests

	
	
	
	

	Equation
	Excluded
	chi2
	df
	Prob > chi2

	
	
	
	
	

	pvrt
	Aid
	3.7357
	2
	0.154

	pvrt
	ALL
	3.7357
	2
	0.154

	
	
	
	
	

	aid
	Pvrt
	.94341
	2
	0.024

	aid
	ALL
	.94341
	2
	0.024

	
	
	
	
	



	Granger
	causality Wald
	tests

	
	
	
	

	Equation
	Excluded
	chi2
	df
	Prob > chi2

	
	
	
	
	

	pvrt
	Gdpgr
	.26163
	2
	0.877

	pvrt
	ALL
	.26163
	2
	0.877

	
	
	
	
	

	gdpgr
	Pvrt
	4.3505
	2
	0.014

	gdpgr
	ALL
	4.3505
	2
	0.014

	
	
	
	
	

	
	
	
	
	



	Granger
	causality Wald
	Tests

	
	
	
	

	Equation
	Excluded
	chi2
	df
	Prob > chi2

	
	
	
	
	

	pvrt
	Inf
	5.1524
	2
	0.076

	pvrt
	ALL
	5.1524
	2
	0.076

	
	
	
	
	

	inf
	Pvrt
	1.6265
	2
	0.443

	inf
	ALL
	1.6265
	2
	0.443

	
	
	
	
	



	Granger
	causality Wald
	Tests

	
	
	
	

	Equation
	Excluded
	chi2
	df
	Prob > chi2

	
	
	
	
	

	pvrt
	Ge
	3.829
	2
	0.147

	pvrt
	ALL
	3.829
	2
	0.147

	
	
	
	
	

	ge
	Pvrt
	3.369
	2
	0.086

	ge
	ALL
	3.369
	2
	0.086

	
	
	
	
	

	. 
	
	
	
	



