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ABSTRACT

The study examined the impact of stagflation and exchange rate fluctuant on economic growth of Nigeria from 1991 to 2023. Sources of data include the World Bank; gross domestic product (GDP) growth rate, inflation (consumer price index), exchange rate (real effective exchange rate), and labour market conditions (unemployment). The regression analysis was estimated using the Autoregressive Distributed Lag (ARDL) model and the Error Correction Model (ECM) was used to estimate the short-run and long-run relationship respectively. The long run results show that the fluctuations of the exchange rate have statistically significant negative impact on economic growth, with a coefficient of −0.0243 at 0.0496 significance level, suggesting that exchange rate volatility can hinder economic growth in Nigeria. The estimated long-run coefficient of the relationship between inflation and economic growth is positive, but statistically insignificant, at 0.0886 (p = 0.2758). That is inflation does not have a significant long-run effect on economic growth in the period under study. Unemployment has a negative but weak relationship with economic growth as it is represented by a coefficient of −5.2128 (p = 0.2719), which means that the changes in unemployment do not have a significant impact on the economic growth outcomes in the long term. Also, the concept of “stagflation” (INF × Ue) suggests that this relationship is not particularly significant, even though it is negative, with a coefficient of −0.0140 (p = 0.4588). The short run ECM results show that the change in inflation (−0.3548) and unemployment (−32.5494) has significant effects on the economic growth, while changing the exchange rate is insignificant. Stagflation (0.0822) has significant effect on the economic growth in the short run. It is revealed that exchange rate instability is the greatest long-run constraint to economic growth in Nigeria, whereas inflation and unemployment and stagflation have more significant short run effects.
Keywords: Exchange rate fluctuations; Economic growth; Inflation; Stagflation; Unemployment.
INTRODUCTION AND BACKGROUND

Stagflation and exchange rate volatility are common characteristics of macroeconomic instability in many developing countries. Stagflation (high inflation, high unemployment and weak economic growth), combined with continued exchange rate volatility, is a serious policy-making problem. Volatile exchange rates have direct impacts on inflation, trade competitiveness, capital flows, and investment choices, and also weaken productive capacity and living standards in a country in a state of "stagflation. Their interaction intensifies growth constraints, when both are present at the same time. There are risks of stagflation in the African economies, which are aggravated by lack of demand, inflation and joblessness as put forward by Goncalves (2015). Exchange rate instability has been a major macroeconomic issue in Nigeria, as it affects the country's importation, inflation spillover and growth success (Olisadebe, 1991; cited in Ewubare & Ushie, 2022). According to Todaro (2004) (as cited in Ewubare & Ushie, 2022), “exchange rate fluctuations are now the bedrock for all economic activities globally, portraying exchange rate management as a major determinant of many countries' economic policies. Under traditional Keynesian doctrines, which are based on the Phillips Curve relationship between inflation and unemployment, the relationship between these two was considered fixed, thus precluding the possibility of “stagflation.” But the late 20th century advanced economy experience of stagflation showed the inability of orthodox macroeconomic models to account for such an experience. The recent shift to a floating exchange rate regime by the Tinubu administration since 2023, together with the rising inflation rates and currency's depreciation has again made people think about the possibility of ‘stagflationary’ phenomenon in Nigeria. Friedman, Keynes, and Krugman warn that high interest rates in a period of stagflation can cause the economy to contract further because consumers and investors will react negatively to high interest rates. The potential impact of such policies on growth, accordingly, is still unclear. While there are vast works on inflation, unemployment, exchange rate volatility, and growth, few studies have adopted a combined approach to incorporate the phenomenon of stagflation and exchange rate fluctuation in one analytical framework, especially for Nigeria.
CONCEPTUAL AND THEORETICAL REVIEW
Stagflation is a macroeconomic state outlined by a combination of stunted or stalled economic growth and high levels of inflation and unemployment. It is caused by supply chain disruptions, monetary policy, a decline in productivity, structural rigidities, and policy missteps (Liu, 2023). Exchange rate fluctuation refers to continual changes in the value of domestic currency in relation to foreign currencies and this change is brought about by adjustment in inflation differentials, interest rates, trade balances, investment flows and the overall performance of the economy (Iheanachor & Ozegbe, 2021). In countries more dependent on imports, like Nigeria, the depreciation of the currency worsens inflationary pressures and production prices. Economic growth is the continuous rise of productive capacity and real national income, normally expressed in terms of GDP growth (Hardwick et al., 1994). An important prerequisite for growth is macroeconomic stability.

The Phillips Curve implied that there was an inverse relationship between inflation and unemployment, implying policy trade-offs. The relationship in the long run is, however, unstable – in the 1970s, the stagflation proved this. Adjustment of expectations of inflation and the continued existence of unemployment. One of the most sophisticated theories that was developed to account for exchange rate fluctuations is Purchasing Power Parity (PPP), which focuses on the relative price levels in different countries. Although the PPP is a theoretical standard, its applicability in the developing world is constrained by market imperfections and structural factors (CBN, 2021). Modern growth theory (Harrod 1939 and Domar 1946) highlights a focus on capital accumulation, technological progress, competition and human capital as sources of growth.

This study regards economic growth as the product of the interplay of various important macroeconomic factors including exchange rate fluctuations, inflation, unemployment and stagflation. The exchange rate fluctuations have great significance in affecting both the level of prices in the domestic market and the cost of imports and investment decisions, especially in an import dependent economy. The changes in the exchange rate pass directly into inflation via increased prices of imported products for consumption and production, and thus put pressure on prices upwards. Inflation, in turn, reduces the purchasing power, the relative price signals are distorted, and there is uncertainty in economic decision-making, which reduces both consumption and long-term investment. Falling employment also adversely affects the performance of the economy by its impact on the aggregate demand and the effective utilisation of the economy's labour resources, which reduces productive capacity. Stagflation is a macroeconomic condition characterized by inflation and unemployment, coupled with a lack of growth in output, where the traditional policy mix of interest rate and/or monetary policy plus fiscal policy is unsuccessful. The effectiveness of macroeconomic policies, especially monetary, fiscal and exchange rate management is a moderating factor that ensures the strength and direction of these relationships, and determines the extent to which the economy can adjust and maintain growth.
Empirical Studies
In practice, Nelson and Nikolov (2002) illustrate that there exists a credible inflation targeting monetary policy that can stabilize prices even in the face of shocks. Babalola et al. (2015) a study in Nigeria reported that inflation and interest rates have an adverse effects on economic growth, and suggest price stability. Odo et al. (2017) confirm that there is a significant relationship between inflation and unemployment that they believe demonstrates stagflationary tendencies. According to Utile et al. (2018), inflation and exchange rates have negative impacts on GDP growth, while interest rates have mixed impacts. For the case of growth and employment, adverse effects of price instability and exchange rate fluctuations are highlighted by Ajie et al. (2018). According to Ani and Udeh (2021), volatility of exchange rate has significant impact on GDP and GNP in Nigeria. With Ethiopian data, Niken et al. (2023) demonstrate that inflation and unemployment have a negative effect on growth dynamics, but not permanent. Based on the above discussion, Liu (2023) concludes that stagflation is not preventable, but appropriate policy measures can help limit its impact. Thus, the key research objectives were as follows: (i) explore the influence of fluctuations in exchange rate on the development of the Nigerian economy; (ii) study the effect of inflation on economic growth in Nigeria; (iii) analyse the effect of unemployment on economic growth in Nigeria; and (iv) analyse the effect of ‘stagflation' on the economic growth of Nigeria.

Synthesis, Research Gap and Contribution

Literature supports that there are significant linkages between inflation, unemployment, exchange rate volatility and economic growth. Most of the studies, however, focus on the study of these variables in isolation or two-by-two combinations. Empirical study on the effect of the combination of stagflation and exchange rate fluctuations on economic growth is limited, especially in Nigeria. This paper addresses this gap by linking stagflation and exchange rate volatility in a single growth framework and provides evidence for import dependent developing economies. The study contributes to macroeconomic literature by extending growth analysis beyond single-variable models and offers policy-relevant insights for managing inflation, exchange rate instability, and unemployment simultaneously in Nigeria.
METHODOLOGY
Model Specification
The adapted model expresses Economic Growth (GDPg) as a function of the Inflation rate (INF), Exchange rate (EXR), Unemployment rate (Ue), and Stagflation (INF*Ue), with these variables as independent variables. The proxy for economic growth is the GDP growth rate, while the Consumer Price Index is used as a proxy for inflation. The Real Effective Exchange Rate Index (REER) proxies exchange rates, while unemployment as a total of the total labour force (ILO estimate) proxies the Unemployment rate, hence the functional form in Equation (i):
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Equation (1) the empirical investigation proceeds from the following baseline stochastic model (equation 2), which captures the linear relationship between the GDP growth rate and the selected macroeconomic regressors:
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where GDPgₜ denotes the GDP growth rate at time t; INFₜ is the consumer price index (proxy for inflation); EXRₜ is the real effective exchange rate; Uₑ,ₜ represents the unemployment rate; (INFₜ × Uₑ,ₜ) is the multiplicative interaction term capturing the joint stagflation effect; β₀ is the intercept; β₁ through β₄ are the slope coefficients of interest; and εₜ is the classical stochastic error term, assumed to be independently and identically distributed with zero mean and constant variance, εₜ ~ iid(0, σ²). Equation (2) constitutes the reduced-form representation suitable for OLS estimation under classical assumptions. However, given that macroeconomic time-series data typically exhibit non-stationarity and may be cointegrated, direct estimation of equation (2) via OLS is potentially misleading. Accordingly, the study adopts the Autoregressive Distributed Lag (ARDL) bounds testing framework of Pesaran, Shin, and Smith (2001) and the associated Error Correction Model (ECM) to distinguish between short-run dynamics and long-run equilibrium relationships among the variables.
Estimation Techniques
The estimation procedure consists of four steps. First, the Augmented Dickey-Fuller (ADF) unit root test determines the stationarity properties of the variables, a prerequisite for cointegration analysis. Second, the Autoregressive Distributed Lag (ARDL) method examines cointegrating relationships between variables. ARDL cointegration method is more suitable in the case of variables with different order of integration, I(0), I(1), or mixture of them, and it is small sample robust. Optimal lag length was automatically determined based on Akaike Information Criterion (AIC) and lag length of 1 was selected. Third, the Error Correction Model (ECM) represents both short-run dynamics and long-run equilibrium relations and illustrates the rate of adjustment towards equilibrium. Fourthly, the model is tested with diagnostic tests to check its robustness.
Autoregressive Distributed Lag (ARDL) Bond Testing Model
The Autoregressive Distributed Lag approach is particularly appropriate for the present study on three grounds. First, the ADF unit root test results confirm that the variables exhibit a mixture of integration orders I(0) and I(1) ruling out classical Engle-Granger cointegration, which requires uniform I(1) series. Second, the ARDL framework is robust for small and finite samples, which is relevant given the annual data spanning 1991 to 2023. Third, it permits the simultaneous estimation of both short-run coefficients and the long-run equilibrium relationship within a single-equation framework, thereby avoiding the efficiency losses associated with two-step estimation procedures.
The unrestricted conditional ARDL (p, q₁, q₂, q₃, q₄) model derived from equation (2) is specified as follows:
ARDL Unrestricted (Bounds Testing) Form:

To estimate both the short-run and long-run effects among the variables, the model can be reformulated into an Autoregressive Distributed Lag (ARDL) framework as follows:
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Description of the ARDL Model
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 is the white-noise disturbance term. Now the ARDL model simultaneously captures: The short-run dynamic adjustments through differenced variables and the long-run equilibrium relationship through the lagged level variables.
ΔGDPgt = α0 + Σi=1p βiΔGDPgt−i + Σj=0q₁ γjΔINFt−j + Σk=0q₂ θkΔEXRt−k + Σl=0q₃ ΨlΔUe,t−l + Σm=0q₄ πmΔ(INF × Ue)t−m + λ1GDPgt−1 + λ2INFt−1 + λ3EXRt−1 

+ λ4Ue,t−1 + λ5(INF × Ue)t−1 + μt  ......................................................................(4)
Cointegration test
The null hypothesis of no cointegration is H₀: λ₁ = λ₂ = λ₃ = λ₄ = λ₅ = 0. Cointegration is established when the computed F-statistic from a Wald test on the joint significance of the lagged level variables in equation (3) exceeds the upper critical bound I(1) of Pesaran et al. (2001) at the chosen significance level.
Error Correction (ECM) Long-Run Levels Equation Recovered from ARDL:
Once cointegration is confirmed, the long-run equilibrium relationship is recovered by solving the level terms in equation (3) for the steady-state condition (ΔGDPg = 0). This yields the following long-run equation:
GDPgt = θ0 + θ1INFt + θ2EXRt + θ3Ue,t + θ4(INFt × Ue,t) + vt  ..............................................(5)
where θ₀ = −α₀/λ₁ is the long-run intercept; θ₁ = −λ₂/λ₁, θ₂ = −λ₃/λ₁, θ₃ = −λ₄/λ₁, and θ₄ = −λ₅/λ₁ are the long-run elasticities derived from the ratio of the lagged-level coefficients; and vₜ = μₜ/λ₁ is the long-run residual. The θ parameters capture the sustained equilibrium response of GDPg to permanent changes in each regressor, holding all other variables constant.
RESULTS AND DISCUSSIONS
Trend Analysis
The trend in economic growth and inflation in this study began in 1990. While economic growth was 11.78% in 1990, it dropped drastically to 0.36% in 1991. This was the case for three years in a row (1993, 1994, 1995). It turned positive, reaching a value of 15.33% in 2002, and was generally less than or equal to that value in 2023, although some negative values occurred in between. The inflation rate moved over time from 2.41% in 1990 to 524.91% in 2023. The percentage of the labour force that was unemployed was between 3.07% and 5.74% in the study period (see figure 2: economic growth vs. unemployment). The exchange rate dropped from 71.06 to 49.78 between 1990 and 1993, increased to 100.63 in 1994, and peaked at 273.01 in 1998. The rates from 1999 to 2009 were below 100 before exceeding 100 again from 2010 to 2023, peaking at 133.19 in 2022.
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Figure 1: Economic Growth and Inflation
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Figure 2: Economic Growth and Unemployment
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Figure 3: Economic Growth and Exchange Rate

Descriptive Statistics
In the following sub-section the statistical analysis of the variables investigated in this study is analysed. In Table 1, the means of INF, GDPg, EXR, and Ue are 120.85%, 4.02%, 110.67%, and 4.07%, respectively. Maximum values for these variables are 524.91%, 15.33%, 273.01%, and 5.74%, respectively, while minimum values are 2.73%, −2.04%, 49.78%, and 3.07%. Standard deviations for INF, GDPg, EXR, and Ue are 129.65, 3.73, 48.35, and 0.57, respectively. All variables are positively skewed, indicating a longer tail on the right side of the distribution. Kurtosis values exceed the threshold of 3 for all variables, suggesting leptokurtic distributions. The Jarque-Bera test indicates that three of the four variables (inflation, exchange rate, and unemployment) have values supporting normality, while economic growth (probability 27.3%) is not normally distributed. The study period spans 1990 to 2023, yielding 33 observations.

Table 1: Descriptive Statistics
	
	INF
	GDPg
	EXR
	Ue

	Mean
	120.8493
	4.0175
	110.6698
	4.0688

	Median
	70.0160
	4.1959
	100.6325
	3.9020

	Maximum
	524.9054
	15.3292
	273.0147
	5.7420

	Minimum
	2.7278
	-2.0351
	49.7772
	3.0740

	Std. Dev.
	129.6470
	3.7288
	48.3453
	0.5714

	Skewness
	1.5096
	0.5185
	1.8039
	1.4898


	Kurtosis
	4.6799
	3.9007
	6.3615
	4.7445

	Jarque-Bera
	16.4150
	2.5944
	33.4350
	16.3918

	Probability
	0.0003
	0.2733
	0.0000
	0.0003

	Sum
	3988.0260
	132.5787
	3652.1030
	134.2690

	Sum Sq. Dev.
	537867.3000
	444.9219
	74792.4800
	10.4466

	Observations
	33
	33
	33
	33


Source: Author’s Computation, 2025
Correlation Matrix of Regressors
Table 2 shows the results of the correlation analysis for all study variables. The results indicate no strong correlation among the variables. There is a negligible inverse correlation between GDPg and INF, and between GDPg and EXR. The relationship between GDPg and Ue exhibits a weak negative correlation, whereas the relationship between INF and Ue shows a weak positive correlation. INF and EXR show a negligible positive correlation. Ue and EXR are negligibly positively correlated. The absence of strong correlations among the regressors mitigates concerns about multicollinearity.

Table 2: Correlation Matrix
	
	INF
	GDPg
	EXR
	Ue

	INF
	1.000000
	-0.181799
	0.075324
	0.339960

	GDPg
	-0.181799
	1.000000
	-0.170192
	-0.482589

	EXR
	0.075324
	-0.170192
	1.000000
	0.120888

	Ue
	0.339960
	-0.482589
	0.120888
	1.000000


Source: Authors’ computation, 2025.
Stationarity Test
The stationarity test was conducted using the Augmented Dickey-Fuller (ADF) test to determine the order of integration. The results in Table 3 indicate that INF and Ue were stationary at levels I(0), while GDPg and EXR became stationary at first difference I(1). The probability values at levels I(0) and first difference I(1) being less than 0.05 confirm the stationarity of all variables at their respective levels of integration. Therefore, the stationarity test shows that variables are integrated at levels I(0) and first difference I(1), justifying the use of the ARDL bounds testing approach.

Table 3: Unit Root Test Results
Null Hypothesis: Series has a unit root. Series: GDPg, INF, EXR and Ue.

	Variables
	ADF t-statistic
	Critical value @5% (Level)
	Probability (Level)
	Critical value @5% (1st Diff.)
	Probability (1st Diff.)
	Order of Integration

	GDPg
	-8.023471
	
	
	-2.96041
	0.0000
	I(1)

	INF
	-3.577972
	-2.986225
	0.0139
	
	
	I(0)

	EXR
	-5.364399
	
	
	-2.960411
	0.0001
	I(1)

	Ue
	-3.083242
	-2.967767
	0.0391
	
	
	I(0)


Source: Authors’ computation, 2025.
Bounds Test for Cointegration
The unit root test results revealed a mixed order of integration among the variables of interest, with some variables integrated of order 0 and others of order 1. The results of the ARDL bounds test for cointegration as shown in Table 4 give a positive result, which means that the variables are cointegrated and have a long run relationship between the dependent and independent variable. Firstly, the null hypothesis that there is no cointegration was rejected and the Error Correction Model (ECM) was then estimated.

Table 4: Bounds Test for Cointegration
	Dependent Variable
	F-Statistic
	t-statistic
	Lower bound I(0)
	Upper bound I(1)
	Cointegration
	Action

	GDPgt
	13.01141
	-5.480636
	2.86
	4.01
	Yes
	Estimate ECM

	INFt
	48.36519
	2.393174
	2.86
	4.01
	Yes
	Estimate ECM

	EXRt
	1.845876
	-2.796052
	2.86
	4.01
	No
	Estimate ARDL (short-run)

	Uet
	32.94002
	-2.319888
	2.86
	4.01
	Yes
	Estimate ECM

	Stagflation (INF*Ue)
	27.0053
	-0.115208
	2.86
	4.01
	Yes
	Estimate ECM


Source: Authors’ computation, 2025.
Error Correction Model (ECM) Results
The results of the ECMs are shown in the Table 5: ECM results. The error correction term {CointEq(−1)} is found to be −0.780246 or −78.02% (as a percentage) showing that the economy has a large rate of adjustment from the short run to the long run following disequilibrium. The results are statistically significant as all the p value for D(INF), D(Ue), D(INFUe) are less than 0.05. The relationships of the factors D(INF), D(Ue) and D(EXR) with GDPg are inverse. The value of p for D(EXR) is 0.1955 which is greater than 0.05 and hence not significant for short run. The dependent variable GDPg is directly related with D(INFUe).

Table 5: ECM Results
	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.

	C
	20.68564
	2.385398
	8.671776
	0.0000

	D(INF)
	-0.354752
	0.034221
	-10.36636
	0.0000

	D(EXR)
	-0.00929
	0.006959
	-1.334988
	0.1955

	D(Ue)
	-32.54936
	3.028724
	-10.74689
	0.0000

	D(INF*Ue)
	0.08219
	0.008383
	9.804265
	0.0000

	CointEq(-1)*
	-0.780246
	0.088983
	-8.768442
	0.0000


Source: Authors’ computation, 2025.
ARDL Long-run Results
The outcome of the ARDL long-run model summarized in Table 6 shows that there is a positive yet unimportant relationship between inflation and economic growth. The negative relationship between economic growth and exchange rate fluctuations, unemployment and the occurrence of stagnation (stagflation). Statistically significant factors on economic growth are only exchange rate fluctuation because the p value is 0.0496.
Table 6: ARDL Long-run Results
Dependent Variable: GDPg | Method: ARDL | Case 3: Unrestricted Constant and No Trend
	Variable
	Coefficient
	Std. Error
	t-Statistic
	Prob.*

	CPI (INF)
	0.088552
	0.07924
	1.117515
	0.2758

	REER (EXR)
	-0.024322
	0.011708
	-2.077367
	0.0496

	Unemployment (Ue)
	-5.212826
	4.62518
	-1.127054
	0.2719

	CPI*Unemployment (Stagflation)
	-0.01397
	0.018526
	-0.7541
	0.4588


Source: Author’s Computation, 2025.
FINDINGS
The results from the ARDL model show that inflation has a positive but insignificant effect on economic growth. This finding is partly consistent with Utile et al. (2018), who found that inflation had an insignificant effect on GDP, despite a negative relationship. Exchange rate fluctuations significantly affect economic growth, consistent with the findings of Ani and Udeh (2021), who reported that exchange rates significantly affect GDP and GNP. The ARDL results indicate that stagflation has a negative relationship with economic growth, but its impact is not statistically significant. This finding is inconsistent with Liu (2023), who found that economies could not altogether avoid stagflation and recession, but could reduce their effects. The impact of unemployment is also insignificant in the long run, consistent with Niken et al. (2023), who reported that neither ever-spiking inflation nor the rigorous unemployment trend permanently inhibited the path of output.

Examination of the Effect of Exchange Rate Fluctuation on Economic Growth
The results in Table 6 show a p-value for exchange rate fluctuation (EXR) of 0.0496, which is less than 0.05, indicating statistical significance. The null hypothesis that exchange rate fluctuations do not have a significant effect on economic growth is therefore rejected. The results confirm that exchange rate fluctuations have a significant negative effect on economic growth in Nigeria, with an inverse relationship between the variables.
Examining the Impact of Inflation on Economic Growth
Table 6 shows a p-value of 0.2758 for inflation (INF), which exceeds 0.05; therefore, it is not statistically significant. The relationship between the variables is positive, as indicated by the coefficient value. The null hypothesis that inflation does not significantly affect economic growth is therefore accepted, indicating a positive but insignificant impact of inflation on economic growth in the long run.

How Unemployment Affects Economic Growth
The p-value for unemployment (Ue) is 0.2719, as shown in Table 6, which is greater than 0.05, implying statistical insignificance. The relationship between unemployment and economic growth is negative. The results suggest that the null hypothesis should be accepted, indicating that unemployment does not significantly affect economic growth in the long run.

Investigating the Impact of Stagflation on Economic Growth
From Table 6, the p-value of stagflation (INF*Ue) is 0.4588, which is statistically not significant. The null hypothesis is therefore accepted, meaning that stagflation does not significantly impact economic growth in the long run. An inverse relationship exists between stagflation and economic growth.

CONCLUSIONS
Stagflation is bad enough for a country's economy, but when coupled with exchange rate changes, it makes macroeconomics even more difficult to deal with. Exchange rate fluctuations influence prices, trade and investment, and when combined with rising inflation, the combination of lower prices and lower living standards can also inhibit economic activity. The combination of stagflation with marked changes in the exchange rate worsens the problems associated with economic growth. The study focused on the impact of Stagflation and Exchange Rate Fluctuations on Economic growth in Nigeria (1991-2023). The World Bank data base was used to collect the data for inflation (CPI), exchange rate (REER), unemployment rate and economic growth (GDP growth rate) and analysed with ARDL and ECM approaches. The study revealed that fluctuations of the exchange rate have statistically significant negative impact on economic growth, with a coefficient of −0.0243 at 0.0496 significance level, suggesting that exchange rate volatility can hinder economic growth in Nigeria. The estimated long-run coefficient of the relationship between inflation and economic growth is positive, but statistically insignificant, at 0.0886 (p = 0.2758). 
This implies that inflation does not have a significant long-run effect on economic growth in the period under study. Unemployment has a negative but weak relationship with economic growth as it is represented by a coefficient of −5.2128 (p = 0.2719), which means that the changes in unemployment do not have a significant impact on the economic growth outcomes in the long term. Also, the concept of “stagflation” (INF × Ue) suggests that this relationship is not particularly significant, even though it is negative, with a coefficient of −0.0140 (p = 0.4588). The short run ECM results show that the change in inflation (−0.3548) and unemployment (−32.5494) has significant effects on the economic growth, while changing the exchange rate is insignificant. Stagflation (0.0822) has significant effect on the economic growth in the short run. The error correction term (−0.7802) is statistically significant, reflecting a high speed of adjustment of around 78% that would lead to long-run equilibrium after a short-run disequilibrium. Furthermore, Nigeria's exchange rate instability and inflation crisis stem from deep structural weaknesses oil dependence, low productivity, and import heavy consumption patterns that monetary tools alone cannot fix. The recommended path forward combines a foreign exchange stability roadmap, aggressive recapitalization of export promotion agencies, labour-intensive infrastructure spending with strong domestic content requirements, and agro-industrial processing zones to grow non-oil earnings. On inflation, the focus shifts from blunt interest rate hikes which strangle credit and kill output toward supply-side fixes to strategic food reserves, power sector investment to cut production costs, coordinated fiscal-monetary policy, and tax incentives that reward capital investment by businesses. Tackling unemployment requires treating full employment as a primary policy obligation rather than a background aspiration. Concrete tools proposed include a job creation tax credit for firms expanding their payroll, a scaled-up skills programme redirected toward solar, ICT, and agriculture, an SME lending guarantee fund, and eventually a national employment guarantee giving every working-age Nigerian access to paid public works. Underpinning all of this is a call for a permanent adaptive macroeconomic framework one with pre-agreed triggers, automatic counter-cyclical responses, an independent fiscal watchdog, and constitutional rules capping oil revenue dependence so that future stagflation episodes are met with coordinated, credible policy rather than delayed, politically paralyzed improvisation.
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