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Abstract 
This study examined the efficacy of government expenditure on health and health improving 
sectors on the key macroeconomic problems of Poverty and Income Inequality. Noting the 
endogenous link among the three (government expenditure on health, poverty and income 
inequality,) the Granger causality test was conducted to ascertain the causality float among 
them. Results first showed that the series were integrated of order one and that government 
expenditure on health Granger causes poverty and inequality. Unemployment also was found to 
Granger cause poverty. This showed that there is predictable line of causation among these 
variables. The Johansen cointegration test results showed, from the trace and maximum eigen 
statistics, that  there were six and four  cointegrating equations respectively. The Vector Error 
Correction Model satisfied the a-priori expectations and were statistically significant at 5% 
level. Among others, it was found that an immediate past year government expenditure on health 
impacted negatively on poverty and was statistically significant at 5% level. Government 
expenditure on education and agriculture also had negative impact on poverty but were not 
statistically significant at 5% level.  Recommendation ,among others, was that, in order to 
enhance the poverty alleviation programme, policy efforts should be intensified on health, and 
health related issues, such as, education and agriculture.     
 
Key Words: Government Expenditure, Health, Education, Agriculture, inequality, 
Poverty, Granger causality and VECM   
 
Background of the Study 

Poverty and income inequality are twin economic evils that form the seeds that 
fruit vices and corruption in any economy. This study examines the impact of 
disaggregated fiscal governance on these twin economic maladies in Nigeria. The fiscal 
focus is on Health, Education and Agriculture. This stems from the perceived expected 
impact of these variables on poverty and income inequality in Nigeria.  Poverty could 
be seen as relative deprivation that creates inability to attain a minimum standard of 
living. Thus it is a general condition of lack of basic necessities such as food, shelter, 
medical care and safety which are thought necessary for human existence (Bradshaw, 
2005 and World Bank, 2002). Poverty has been described as both the cause and effect 
of inequality in any economy as both are inseparable (Oluleye and Tasie, 2001). See  
(Litchfied, 1999).  

 
           The Nigerian economy is said to be the largest economy in Africa and ranks 26th 
in the world by Gross Domestic Product (GDP)  (Okonjo-Iweala, 2014) in Agence 
France-Presse, (AFP) (7th April 2014) yet, her poverty rate is alarming and widespread 
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with over half its populace living in poverty.  National Bureau of Statistics- (NBS), 
(2012) cited in, BBC News Africa, (2012) declared that the number of Nigerians living 
in poverty has risen from 54.7% in 2004.to 60.9% in 2010. This still rose to 62.6% as at 
2012. (World Bank, 2012). See also (Human Development Report, July 2014 and 
National Bureau of Statistics, 2011).  
 

The level of income inequality in Nigeria has been on the increase as measured 
by the gini index. For example, between 1980, 1986, 1992 and 1996 the Nigerian gini 
indices were 34.1%   38.7%, 44.9%, and 46.5% respectively. (World Bank, 1997).  In 
2004, it declined from 53% to 42.9%. This again increased in 2010 to 48.8% and is 
currently put at 42.9%. (World Development Indicator, 2014). Gini index is an 
aggregate inequality measure and can vary anywhere from 0% (perfect equality) to 
100% (perfect inequality). The seriousness of these twin economic maladies can be 
buttressed by the fact that poverty and income inequality could act as potential catalysts 
in fuelling most social vices and corrupt practices in the country. This is true especially 
when we recall that a hungry man is an angry man. 

 
Fiscal attention to key sectors of the economy is one way the government can 

ameliorate the problems of poverty and income inequality. This realization is shown in 
government increased expenditure on health, education and agriculture sectors. For 
example, the value of government total expenditure in agriculture, education and health 
has increased from N22,435.19851, N137,156.6231 and N90,202.59632 respectively in 
2009 to N28,217.9475, N170,770.5616 and N99,119.91897 respectively in 2010. The 
expenditure in these three sectors increased in 2011 to N411,69.87 for agriculture, 
N335,837.8899 for education and N231,803.4903 for health. (CBN,  2013).  The 
question of interest here is; how much have these efforts impacted on poverty and 
income inequality reduction in Nigeria?  Hence this study intends to investigate 
empirically the impact of Government disaggregated expenditure on poverty and 
income inequality in Nigeria. The three major sectors, involved are: agriculture, health 
and education .  
 

Previous researches on the impact of government expenditure on poverty and 
inequality carried out by  Adewara and Olonu (2012), Osahon and Amayo (2011), 
Rashid and Sadiq (2010), Olorunfemi (2008), Owoye (2007), Davis and Wang (2005), 
Akpan (2005), Trinh J. and D.H. Sadiq,, (2004), Alayande (2003), Onyeagba and 
Onyekachi (2003), and Barro (1990) showed that the  approach to the study has been 
that of a holistic analysis of government expenditure in terms of total spending in all the 
sectors, on a particular sector of interest. This study, therefore, seeks to fill this gap by 
means of a simultaneous application of a tripartite sectorally disaggregated government 
expenditure on the twin economic problems in Nigeria. 
            
Literature Review 
              Unlike most economic terms, there is no theory on poverty in the conventional 
sense of the word. (Akeredolu-Ale, 1975).  Rather, poverty theories are woven around 
the objects and subjects, as well as the nature of the phenomenon being considered. 
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(Tella, 1997). Every theorisation on poverty categorises it into four identified 
perspectives. They are: the Conservative, the Liberal Reformists, the Radical structure 
or Marxists and the Social Exclusion. The Conservative theories posit that the poor are 
responsible for their poverty. (McClelland, 1961; Rank, 2004; Spencer and Sumner 
1989; Hurst. 2004) Conservatism does not occupy itself with public issues of equality, 
freedom, social responsibility and general welfare. It is pulled towards private 
properties, profit, free market and survival of the fittest. Conservatives believe that 
social welfare should be provided to the disadvantaged only when other sources of help 
have been exhausted, and even this in residual form. Welfare expenditures and 
programs are therefore kept at the minimum (Stone, 2002) The Liberal Reformists 
believe that poverty results from experiences that an individual or group pass through. 
Situational theory is an example. The Social Exclusion theory hinges poverty on 
segregation. (Davis & Moores, 1945)  The Marxists argue that capitalism produces 
poverty through exploitation. The structural theory, also known as the Marxian theory 
of poverty, is hinged on the fact that capitalism brings about fundamental social 
problems including severe inequality which leads to poverty. The maxists decried the 
disproportionate distribution of wealth in favour of few hands who are bent on pursuing 
profits through exploitation of labour and the concentration of resource distribution 
within the classes rather than between classes (Marx 1932; Davis and Moore 1945; 
Grusky, 2001).   The Social Exclusion theory sees poverty as alienation or 
marginalization of certain group within a society, where the majority of the population 
has substantial economic, political or social opportunities. (Bessis, 1995) 
 

A few studies have been carried out in different countries on the issue of 
government expenditure, poverty and income inequality. Keiko, (2010) investigated the 
issue of rising income inequality and poverty in Japan. He analyzed the levels and 
trends in income distribution and observed that the Gini coefficient had significantly 
increased over the time period being studied (1974 – 2005) and that the Gini coefficient 
had the highest rate of increase in 2005. Comparing also with Organization for 
Economic Co-operation and Development (OECD) member countries, Japan’s Gini 
coefficient was higher than average. It also observed that Gini coefficient in Nordic 
countries such as Sweden, Norway, Finland and Denmark was relatively low. Denmark 
and Sweden had the lowest coefficient of 23.0.  Mexico, Turkey and the United States 
had high coefficients which were recorded as  0.47, 0.43 and 0.38 respectively.  
According to the OECD Stat Extracts, Japan had the rate of 0.32, which is slightly 
above the OECD’s average (0.31).  
 

Jonathan Cribb, Robert Joyce and David Phillips (2012) examined living 
standards, poverty and inequality in the United Kingdom. The study revealed that 
during the 1960s and 1970s, the Gini coefficient in the United Kingdom fluctuated 
around 0.26. During the 1980s, it increased substantially, reaching 0.34 by 1990. This 
was the largest increase in income inequality seen in recent times in British history and 
was larger than the rise that took place in other countries at the same time. During the 
1990s, inequality stabilized around this historically high level, creeping up slightly 
during the late 1990s before falling back again during the early 2000s. 

Government Health Expenditure, Poverty … 
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Leibbrandt, Finn and Woolard (2010)  studied Policies for Reducing Income 
Inequality and Poverty in South Africa. The study observed that migration to cities and 
towns, in pursuit of better lives, has increased urban inequality since 1993, but has 
contributed to lower rural inequality over the same period. It further observed that the 
latter is not as much the result of improved rural conditions as it is the consequence of 
the large influx of poorer people into areas where higher incomes are being earned. The 
South African data used in this research work suggested that increased access to these 
endowments and social services bring about positive change, but it is not enough to 
alter the distribution of per capita income (Leibbrandt, Finn & Woolard 2010). 

 
            Mehmood and Sadiq (2010), examined the Relationship between Government 
Expenditure and Poverty using a cointegration analysis. The study showed that Poverty 
declines due to increase in public spending, thrift and increase in remittances.  It also 
observed that government expenditures stimulated the economy in the long run through 
increase in aggregate demand. The study tested for the existence of a relationship 
between poverty and government expenditure along with remittances and human 
capital. The result of the investigation confirmed the fact that the relationship exists.  
 Oluwatayo (2008)  examined inequality and welfare status of rural households in Ekiti 
State, Nigeria. The study employed primary data collected from a random sample of 
240 households selected from four rural communities in the state. It also adopted 
descriptive statistics, Lorenz curve, Gini coefficient and regression in the analysis of the 
data collected. The Lorenz curve analysis showed that there is an unequal distribution in 
income and other indicators of welfare with a Gini coefficient of 0.3570. The regression 
analysis revealed that income, household size and size of farmland cultivated were 
positively related to the welfare status of the households while marital status and 
primary occupation were negatively related to it. It was discovered that income levels of 
households and equity in the distribution of income arising from farming activities was 
the major source of income of households in Ekiti state. See also; Piesse, (1998), 
Adams (1999), Jacobs (2000), Bovillon C.P, A. Legovini and N. Lusting (2001), 
Rossana and Hoeven (2001), Odedokun and Jeffery (2001), Morduch and Sicular 
(2002), Alayande (2003), Awoyemi (2005), Oyekale R., S.P.Badejo and S..Adekanle,. 
(2005), Oguntuase (2007), 
 
Methodology   

In order to avoid spurious regressions estimates the time series data used in this 
study were passed through the necessary statistical tests. The first test was the test of 
presence or absence of unit root so as to ascertain the stationarity status of the series. 
The driving model for the test is the augmented Dickey Fuller (1979). 
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Where: µ is a pure white noise error term; y is the series; t is time trend factor; Δ is the 
first difference operator; while n is optimum lag length of the dependent variable. 
 There after, the Johansen and Juselius, (1990) trace and maximum eigen 
statistics were employed to ascertain the existence of cointegrent. These statistics were 
provided by the following functions respectively. 
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 λ trace (r) = -TΣln [1-λt] - - - - - - -
 - 2 
where λ is the smallest value eigenvectors (p-r) and T is the number of observation. 
λ max (r, r+1) = -Tln (1-λ)r+1) - - - - - - - -3 
 The null hypothesis that there is r cointegrating vectors against the alternative 
r+1 vectors is tested by the above technology. If cointegration is established, then study 
proceeds to estimate the parsimonious vector error correction model.  
 
Model Specification 
  In line with the theories discussed in section two above, there seems to be 
symbiotic endogenous relationship among poverty, income inequality and government 
expenditure. The theories therefore provide the framework for analyzing the 
relationship among these key variables and for the model specification of the analysis. 
According to Sim and Todd, if there is true simultaneity among a set of variables, there 
should not be a-priori distinction between endogenous and exogenous variables. It was 
on this background they developed the “vector auto-regressive” model (VAR), based on 
Granger causality test. The VAR model of poverty, income inequality and government 
expenditure in Nigeria posits that the variables are interrelated. This is shown below; 
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Where:  POV = Poverty Rate;   GINIC = Gini Coefficient which measures income 
inequality; GAGR = Government expenditure on agriculture; GEDU = Government 
expenditure on education; GHEA = Government expenditure on Health; PCI = Per 
Capital Income; RGDP = Real GDP;  j = 1, 2, …, 7.  K, α, βij, λij, Өij, Ώij, Ψij, δij, πij,  
and Гij represent Total number of Lags, autonomous term, coefficient of poverty, 
coefficient of Gini coefficient, coefficient of government expenditure on agriculture, 
coefficient of government expenditure on health, coefficient of government expenditure 
on education, coefficient of unemployment, coefficient of per capital income, and 
coefficient of RGDP, respectively. 
 
Nature and Source of Data  
             Data used in this research are mainly of secondary sources obtained from the 
several reports of the Central Bank of Nigeria statistical compositions (CBN), World 
Bank and the National Bureau of Statistics (NBS). The period covered in this study 
range from 1980-2012. 
 
Introduction 

This section presents the results of the various statistical tests conducted in this 
study as well as the final Vector Error Correction Methodology (VECM) results. The 
elements tested for, include the presence of unit root, existence of cointegration and 
existence of causality link. 
 
Augmented Dickey Fuller (Adf) Unit Root Test 

In order to confirm the stationarity status of the series the augumented Dickey 
fuller statistics were obtained with e-views 8 soft ware. Below are results in table 2. 

 
Table 2: Augmented Dickey Fuller Test Results at Levels and First Difference 

VARIABLES ADF 
STATISTIC 
AT 
LEVELS 

5% ADF 
CRITICAL 
VALUE 

REMARKS ADF 
STATISTIC 
AT FIRST 
DIFFERENCE 

5% ADF 
CRITICAL 
VALUE 

REMARKS 

LPOVR -2.294146 -1.952473 STATIONARY 0.414699 -1.952473 STATIONARY 
LAGRIC -2.27969 -1.952910 STATIONARY -6.655627 -1.952473 STATIONARY 
LEDU 6.645271 -1.952910 STATIONARY 3.234555 -1.956406 STATIONARY 
LHEALTH 2.967428 -1.9556811 STATIONARY 2.404934 -1.956406 STATIONARY 
LUNEMPR 1.859796 -1.952066 NOT 

STATIONARY 
-2.336739 -1.952066 STATIONARY 

LRGDP 9.066528 -1.952066 STATIONARY -0.519084 -1.952473 STATIONARY 
LGINIC -0.95611 -1.952910 NOT 

STATIONARY 
-5.570882 -1.952910 STATIONARY 

LPCI -1.73461 -1.9522066 NOT 
STATIONARY 

-6.5153395 -1.953381 STATIONARY 

Source: Author’s Computation using E-view 7.1 
 

Table 2 above presents the augmented Dickey Fuller results for unit root test.  
The results showed that the log value of poverty, agriculture, education, health and 
gross domestic product are stationary at levels save unemployment, per capita income 
and gini coefficient. At first difference, they all became stationary. This implies that the 
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time series stationarity was secured at first difference. This provides the basis for 
conducting of the Johansen Co-integration Test.  
 
Johansen Co-Integration Test 

 Co-integration   test was conducted to ascertain the existence of longrun 
equilibrium among the short run dynamics of the variables. Below are the maximum 
Eigen and trace statistics for the cointegration results. 
 
Table 3: Johanson Trace and Maximum Eigen Statistics Result  

None **  0.929177  193.5277  94.15  103.18 None **  0.92917  82.0747  39.37  45.10 

At most 1 **  0.748508  111.4530  68.52  76.07 At most 1 **  0.74850  42.7907  33.46  38.77 

At most 2 **  0.595715  68.66228  47.21  54.46 At most 2 **  0.59571  28.0746  27.07  32.24 

At most 3 **  0.511361  40.58762  29.68  35.65 At most 3 **  0.51136  22.2000  20.97  25.52 

At most 4 *  0.317653  18.38755  15.41  20.04 At most 4 *  0.31765  11.8487  14.07  18.63 

At most 5 *  0.190169  6.538807   3.76   6.65 At most 5  0.19016  6.53880   3.76   6.65 
Trace test indicates 6 cointegrating equation(s) at the 5% level 
Trace test indicates 4 cointegrating equation(s) at the 1% level; 
 *(**) denotes rejection of the hypothesis at the 5%(1%) level 

Max-eigenvalue test indicates 4 cointegrating equation(s) at 
5% level; Max-eigenvalue test indicates 2 
cointegratinguation(s) at the 1% level 
 *(**) denotes rejection of the hypothesis at the 5%(1%) 
level 

 
From the Johansen co-integration test, both trace statistic and Maximum Eigen 

statistic confirms the existence of co-integrating equations among the variables.  From 
the trace statistics results showed that there are 6 co-integrating equations at the 5% 
level while the maximum Eigen statistics showed 4 co-integrating equations at 5% 
level. Base on the results above the study therefore reject the null hypothesis that stated 
that there is no cointegration among the variables. 
 
Lag Selection Criteria  

Causality tests are normally sensitive to lag structures. In order to minimize this 
issue the Akaike information criterion (AIC) was adopted in deriving the optimum lag 
length and this was two.  
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Table 4: Lag Selection Criteria. 
 Lag LogL LR FPE AIC SC HQ 

0 -2344.276 NA   2.87e+58  151.6307  151.9083  151.7212 

1 -2140.17  316.0354  5.86e+53  140.7852   142.7280*  141.4185 

2 -2095.41   51.97915*   4.42e+53*   140.2200*  143.8281   141.3962* 

 * indicates lag order selected by the criterion; HQ: Hannan-Quinn information criterion 

 LR: sequential modified LR test statistic (each test at 5% level);  FPE: Final prediction error, 

 AIC: Akaike information criterion;  SC: Schwarz information criterion 
 
Pair-Wise Granger Causality Tests 

Granger causality tests conducted within the restricted vector autoregressive 
framework allows for the examination of the feedbacks between variables and also 
provides the technique for determining whether one variable is significant in forecasting 
the outcome of the other given the interlink and correlation between the former and the 
latter.  The critical F-value for hypothesis decision in this study was 2.56 [ i.e 
F(5,27,0.05 ) =2.56]. Thus from the result,  it is seen that unemployment Granger 
causes poverty, government expenditure on health Granger causes poverty as well as 
income inequality, real GDP Granger causes government expenditure on agriculture as 
well as government expenditure on education. Thus the null hypotheses for these 
decisions were rejected.  The result also showed that government expenditure on health 
does not Granger causes government expenditure on education and that real GDP does 
not Granger cause government expenditure on health. Thus the study failed to reject the 
null hypotheses in these cases.   
 
Table 5: Pair-Wise Granger Causality Result 

 Null Hypothesis: Obs F-Statistic Prob.  

 UNEMPR→ POVR  31  6.29997 0.0059 

 POVR →  UNEMPR    2.08412 0.1447 

 GHEALTH → GINIC  31  5.19755 0.0126 

 GHEALTH → GAGRIC    1.58204 0.2247 

 GHEALTH→  POV  31  4.61176 0.0193 

GAGRIC → GEDU    1.63462 0.2144 

 RGDP → GAGRIC  31  6.79259 0.0042 

 GAGRIC →  RGDP    0.18229 0.8344 

 GHEALTH →  GEDU  31  2.04959 0.1491 

 GEDU → GHEALTH    1.95738 0.1615 

 RGDP → GEDU  31  3.95090 0.0318 

 GEDU →  RGDP    0.70678 0.5025 

 RGDP →  GHEALTH  31  1.35143 0.2765 

 GHEAL→  RGDP    1.30387 0.2886 
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Vector Error Correction Model 

Vector Error Correction Model here is used to cover the short run dynamics 
from long run stable convergence in the time series already established through the 
Johansen Co-integration tests. 
 
Table 6: Vector  Error Correction Estimates 

Error 
Correction: 

D(POVR) D(GAGRIC) D(GEDU) D(GHEALTH) D(UNEMPR) D(RGDP) 

CointEq1 -0.00364 -10767.2 -28352.2 -8578.59  0.545919 -6258.73 

   (0.01470)  (6993.21)  (8668.82)  (6571.86)  (0.46005)  (6123.59) 

  [-3.24784] [-2.53966] [-3.27060] [-1.30535] [ 1.18664] [-2.02207] 

 
The results in table 6 above indicate that five of the cointegrating variables are 

adjusting. [D(POVR), D(AGRIC), D(EDU),D(HEALTH) and D(RGDP)]. This is 
confirmed in the negative outcomes of their respective co-efficients and their 
corresponding t-values in CointEq1. It suggests that the error correction is properly 
signed and the speed of adjustment in the five variables converge in the long run. Using 
the rule of thumb, only one of the converging variables, GHEA, was not statistically 
significant. This is evident from its “ t” value which is less than two but all other 
variables are statistically significant their “t”  table values being greater than two. The 
non-adjusting variable is D(UNEMPR) and it is not statistically significant. This means 
that unemployment has a positive effect on POV in the long run. VECM therefore 
shows, with evidence, that in the short run, the converging variables are mutually 
causal. 
 
Vector Error Correction Results 

Table 7 below, presents the short run error correction results of the VECM. 
This was done in order to bring out the one period lag impact of the variables on one 
another. 

 
Table 7: The Estimation Results for the Vector Error Correction Model. 
 D(POV) D (GINC) D(GAGR) D(GEDU) D(GHEA) D(PCI) D(RGDP) 
DPOV(-1) 0.045 

(2.145) 
1.316  
(6.297) 

7.478 
(3.662) 

-1.187 
(-0.225) 

-1.835 
-(0.045) 

-8.88 
-0.544 

0.256 
(1.624) 

DGINIC(-1) 0.210 
(3.01) 

0.009 
(0.435) 

-0.222 
-(1.038) 

-0.346 
-(0.611) 

-0.317 
(-0.777) 

0.004 
(0.516) 

0.341 
(1.964) 

DGAGR (-1) -0.315 
(-1.15) 

-0.0160 
-(0.4780) 

0.8754 
(2.691) 

0.241 
(0.287) 

0.434 
(0.674) 

-0.024 
(-0.856) 

0.279 
(0.134) 

DGEDU(-1) -0.261  
(-0.116) 

0.0170 
(0.3550) 

1.210 
-(2.855) 

0.472 
(0.433) 

-0.221 
(-0.265) 

0.032 
(0.897) 

0.0523 
(2.160) 

DGHEA(-1) -0.051  
(1.956) 

0.0027 
0.0709 

-9.945 
(-0.265) 

-0.652 
-(0.681) 

-1.832 
(-0.246) 

0.384 
(1.213) 

-3.111 
(-1.74) 

DPCI(-1) 0.116  
(2.61) 

0.0014 
0.6210 

-2.945 
(-0.502) 

6.021 
(1.077) 

0.243 
(0.567) 

-0.371 
(-1.87) 

0.015 
(-2.416) 

DRGDP(-1) 2.61  
(1.88) 

0.6110 
0.6980 

-3.810 
(-0.502) 

-6.271 
(-0.028) 

-0.456 
(-0.264) 

-0.002 
-0.308 

0.0227 
(0.466) 
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From the poverty model, in table 7 above, it can be deduced that a year lag 
value of (POV-1) impacts positively on current year poverty rate. This was significant 
at 1% level. This gives credence to the prevalence of the vicious cycle of poverty in the 
Nigerian economy.  A year lag value of Income inequality (GINI-1) also impacted 
positively on current poverty rate. This was statistically significant at 1% level. This 
also shows that income inequality and poverty symbiotically feed on each other and 
strengthens the poverty cycle. A year lag values of government expenditure on 
agriculture and education (GAGRIC-1 and GEDU-1) showed negative impacts on 
current year poverty. They were, however, not statistically significant. This again shows 
that government attention to agriculture and education yield desired results in poverty 
reduction but that the efforts are not strong enough to make meaningful impact on 
poverty even though. Government expenditure on health (GHEA-1) had a negative 
impact on poverty and was statistically significant. Previous year value of per-capita 
income (PCI-1) and real GDP (RGDP-1) had a positive impacts on poverty 
respectively. They were both statistically significant. This shows that the growth 
characteristic of the Nigerian economy is not reflected on poverty, instead, it actually 
accentuate it. This could also imply that very small proportion of the populace benefit 
from economic growth in Nigeria.  On the whole, all the variables but two (PCI and 
RGDP) were correctly signed.  The income inequality model shows that, previous year 
poverty rate and income inequality are significantly and positively impacting on income 
inequality. A year lag value of government expenditure on agriculture impacted 
negatively on income inequality, though this was not statistically significant. Apart 
from this, the rest variables had positive but not statistically significant impacts on 
income inequality. Thus, on the whole, three variables (POV-1, GINIC-1 and GAGR-1) 
were correctly signed while rest three (GEDU-1, GHEA-1, PCI-1 and RGDP-1) were 
not correctly signed. This also showed that government policies in education, 
agriculture and health have not impacted well on income inequality reduction. The 
coefficient of determination and its adjusted version for the poverty model a very good-
fit of 96% and 93% respectively. Those of the income inequality were   76% and 60% 
respectively. This implied that the specified variables in the poverty and income 
inequality models account for approximately 93% and 60% systematic variations in 
poverty and income inequality in Nigeria. The F-statistics for both models were 
significant at 1% level. Thus the overall goodness-of-fit of the models was on the 
affirmative.  
 
Policy Implication 

The result above has some interesting policy implication worthy of serious 
attention. First is the fact that unemployment granger causes poverty. This shows that 
unemployment is a serious policy issue to be attended to in the pursuit of the poverty 
alleviation programme.  Real GDP was found to granger cause education and 
agriculture while health granger caused agriculture. This shows the importance of 
national productivity (GDP) in the execution of literacy improvement and food security 
policies as well as importance of health in agricultural productivity. This could also 
serve as a reminder for government to beef up policy responses to issues on health and 
education as the current level of attention shows serious level of inadequacy. Apart 
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from poverty and income inequality (GINI) no other variable impacted significantly on 
the income inequality variable. This implies that no effect is felt on income inequality 
reduction in Nigeria. It implies weak policy attention in this area of the Nigerian 
economy.  It could also mean that there is no policy effort at reducing income inequality 
in Nigeria. 

 
  The result also showed that real GDP did not granger cause government health 
expenditure. This should be watched because the prosecution of critical health 
programmes should come from the recommended percentage share of health 
expenditure out of GDP. 
 

The result also showed that previous year poverty rate and income inequality 
were positively and significantly impacting on current year poverty rate thus confirming 
the vicious cycle syndrome in the poverty process in Nigeria. The result also shows that 
government expenditure on agriculture, education and health had the desirable impact 
on  poverty even though those of agriculture and education were not significant. This 
shows that poverty alleviation could be enhanced if improved efforts are placed on 
these areas.   The positive signs of per- capita income and real GDP though 
theoretically undesirable, is a true reflection of the growth-without-development 
characteristic Nigerian economy. It is a case ofd plenty wealth in the hands of very few 
while a vast majority is poor. This calls for serious attention to income distribution 
policy in Nigeria. 
 
Policy Recommendations 

Based on above, the study recommends as follows: 
 More serious efforts should be made to improve on employment and income 

distribution programmes so as break the vicious cycle of poverty. 
 Government attention to education, health and agriculture is in the right 

perspective but more serious policy attention should be attached to them so as to 
achieve the desired targets of poverty reduction in the Nigerian economy. 

 Government should focus seriously on the problem of Income inequality and give 
policy attention towards its reduction in Nigeria. This is due to its likely 
psychological potency in crime and corruption reduction in the country.  
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