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Abstract  

Purpose - This study examines the key factors influencing economic growth and poverty 

reduction in Nigeria, with a focus on investment, government spending, exchange rates, 

infrastructure, and population dynamics. It explores how these variables interact to shape 

poverty outcomes in the Nigerian context. 

Design/methodology/approach - The study employs panel data regression analysis using 

secondary data from the Central Bank of Nigeria, World Bank Development Indicators, and 

National Bureau of Statistics, covering 1990–2022. Path analysis was used to capture both 

direct and indirect effects. Key regression results show that investment significantly drives 

GDP growth (β = 0.312, p < 0.05), while government spending positively impacts poverty 

reduction through its effect on output. However, population growth exerts pressure on 

poverty levels, weakening the gains from GDP growth. 

Originality -  Unlike previous studies that often treat growth and poverty separately, this 

paper integrates the two, offering fresh empirical insights into how macroeconomic variables 

simultaneously influence Nigeria’s growth-poverty nexus. 

Findings and Discussion - The findings indicate that expansion in investment and 

infrastructure improves growth outcomes, which in turn reduce poverty. For example, the 

regression shows that a 1% increase in investment raises GDP by 0.35%, while a 1% rise in 

government expenditure reduces poverty incidence by 0.22%. Yet, persistent exchange rate 

fluctuations and high population growth counter these gains, limiting poverty reduction. 

Conclusion - The study concludes that targeted investment, stable fiscal policies, and 

stronger infrastructure development are essential to accelerate growth and achieve poverty 

reduction in Nigeria. Policy reforms should address population pressures and exchange rate 

instability to ensure sustainable economic progress. 

 

Keywords - Economic Growth, Poverty Reduction, Panel Data Analysis, Investment, Public 

Spending, Nigeria 

 

 

Introduction   
Nigeria, Africa’s largest economy, continues to grapple with the 

persistent problem of poverty despite decades of development planning and 

resource mobilization. Efforts to reduce poverty have been central to the 

country’s economic agenda since independence, but results have been mixed. 
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For instance, while oil revenues significantly boosted Nigeria’s GDP from the 

1970s onward, the benefits of this growth have not been equitably distributed, 

and poverty levels have remained stubbornly high. According to the National 

Bureau of Statistics (NBS), about 40% of Nigerians lived below the poverty 

line in 2019, equivalent to over 82 million people. The World Bank further 

estimated that the economic disruptions caused by the COVID-19 pandemic 

pushed an additional 7 million Nigerians into poverty by 2021. This 

highlights how fragile Nigeria’s development gains are when exposed to both 

internal and external shocks. 

Poverty in Nigeria is not simply about low income. It is 

multidimensional, reflecting inadequate access to education, healthcare, 

sanitation, infrastructure, and formal employment opportunities. The 

Multidimensional Poverty Index (MPI) published in 2022 reported that 63% 

of Nigerians are deprived in multiple aspects of well-being, such as nutrition, 

housing, and access to safe drinking water. This means poverty extends far 

beyond financial constraints and points to systemic failures in both 

governance and economic management. 

Rural poverty in Nigeria is particularly severe. Agriculture, which 

employs nearly 35% of the population, is largely subsistence-based and 

hampered by low productivity, poor mechanization, and limited access to 

markets. Farmers often lack storage facilities and face difficulties 

transporting goods due to weak infrastructure, which perpetuates cycles of 

poverty in rural areas. Urban poverty, by contrast, has been driven by rapid 

urbanization, unemployment, inflation, and rising living costs in cities like 

Lagos, Kano, and Port Harcourt. Urban residents often face inadequate 

housing, lack of sanitation, and limited access to social services, despite being 

closer to centers of economic activity. These dual realities demonstrate how 

both rural and urban populations are excluded from the benefits of Nigeria’s 

economic growth. 

Scholars argue that the persistence of poverty in Nigeria, despite 

periods of economic expansion, reflects a structural imbalance in the country’s 

development model. Economic growth has often been concentrated in the oil 

sector, which generates wealth but creates relatively few jobs. As a result, 

growth has not translated into broad-based improvements in welfare. 

Moreover, high inflation rates, exchange rate volatility, weak institutions, 

and corruption have further reduced the effectiveness of poverty reduction 

strategies. Government programs such as the National Poverty Eradication 

Programme (NAPEP) and more recent social investment initiatives have had 

limited impact due to poor targeting, underfunding, and weak monitoring 

frameworks. 

The complexity of poverty in Nigeria makes it a critical subject for 

research. Understanding the link between economic growth and poverty 

reduction is essential for designing effective policies. Economic growth, when 

inclusive, can lift millions out of poverty by creating jobs, raising incomes, 

and improving access to essential services. However, without investment in 

infrastructure, human capital, and social protection, growth alone may 

deepen inequality. Examining factors such as investment, government 

spending, infrastructure provision, and demographic pressures will help shed 
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light on why poverty persists and what policy interventions can make growth 

more inclusive. 

Therefore, this study focuses on analyzing the relationship between 

economic growth and poverty reduction in Nigeria using a panel data 

approach. By exploring how different factors—such as gross domestic product 

(GDP), investment, government expenditure, infrastructure, and human 

development indicators—affect poverty trends, the study aims to provide 

empirical evidence that can inform policymaking. Ultimately, the findings are 

expected to guide strategies that will enable Nigeria to achieve sustainable 

and equitable development, ensuring that growth translates into meaningful 

welfare improvements for all citizens. 

 

Statement of the Problem 

Despite decades of economic reforms and poverty reduction programs 

in Nigeria, the country continues to face high poverty rates and sluggish 

improvements in living standards. Previous studies have shown that while 

Nigeria has experienced periods of rapid GDP growth—mainly driven by the 

oil sector—this growth has not translated into broad-based poverty reduction. 

Scholars argue that the benefits of growth have been uneven, with rural areas 

and low-income households left behind. Weak infrastructure, limited access 

to education and healthcare, poor governance, and rising inequality have 

made poverty reduction slow and inconsistent. Moreover, past empirical 

studies on Nigeria have often examined growth and poverty separately, 

without providing clear evidence on how investment, government spending, 

and infrastructure jointly influence poverty levels. This gap in the literature 

makes it difficult for policymakers to design effective strategies that connect 

economic growth directly to poverty reduction. 

 

Objectives of the Study 

This study aims to examine how economic growth contributes to 

poverty reduction in Nigeria, with a focus on whether rising output leads to 

inclusive welfare improvements. It also seeks to assess the role of investment 

and government spending in driving long-term growth while indirectly 

reducing poverty levels. In addition, the study investigates how 

improvements in infrastructure such as roads, electricity, and access to social 

services shape the relationship between growth and poverty reduction. 

Finally, the study aims to generate evidence-based recommendations for 

policymakers on how to design and implement strategies that promote 

inclusive economic growth while addressing poverty in Nigeria. 

 

Literature Review  
Studies on economic growth and poverty have long highlighted the 

importance of structural factors such as investment, infrastructure, 

government spending, and human development. For instance, Anetor (2020) 

found that foreign direct investment (FDI) negatively impacted growth in 

Sub-Saharan Africa, raising questions about the sustainability of external 

capital inflows in developing countries. Similarly, Akram and Rath (2017) 

concluded that exchange rate misalignment significantly reduces growth, 
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suggesting that exchange rate stability is critical for economies dependent on 

imports and exports, as in Nigeria. 

In the Nigerian context, poor infrastructure and unstable 

macroeconomic policies remain strong barriers to inclusive growth. For 

example, Apurv and Uzma (2021) showed that infrastructure development 

plays varying roles in growth across emerging economies. In Nigeria, 

however, limited investments in transport and energy infrastructure have 

slowed down growth and indirectly worsened poverty levels. Relatedly, Reyes 

and Useche (2019) argued that human development and competitiveness do 

not always move in tandem with growth. Nigeria’s persistently low Human 

Development Index compared to GDP growth illustrates this disconnect. 

Previous empirical investigations in Nigeria and other contexts offer mixed 

insights on how economic growth, government expenditure, and structural 

factors affect poverty. The Government Expenditures, Economic Growth and 

Poverty Levels in Nigeria: A Disaggregated Approach (Agbeni, Akanni, 

Francisca, Gbadebo, Ejikeme, Nwuko, & Ezeokolie, 2025) found that while 

disaggregated government spending promotes growth, its immediate impact 

on poverty is weak due to inefficiencies and unequal resource distribution. 

Similarly, a paper in International Case Studies Journal (Ani, Agbeni, & 

others, 2023) showed that high income inequality in Nigeria dampens the 

poverty-reducing power of growth, especially when the growth is not labor-

intensive or broadly distributed. 

Other studies strengthen this point. For example, Government 

Expenditure and Poverty Reduction in Nigeria, 1986-2022: A Disaggregated 

Approach (Ejemezu & Ajala, 2023) found that sectoral expenditures 

(education, health, roads) reduce poverty in the long run, though short-run 

effects vary. Another study, Impact of Health and Education Expenditures on 

Poverty Reduction in Nigeria (Dankumo, Shido-Ikwu, Jimoh, & Auta, 2024), 

used ARDL methods and concluded that both education and health public 

spending significantly reduce poverty over time. There is also evidence that 

population growth acts as a countervailing force: Poverty, Inequality and 

Economic Growth in Nigeria: Looking Beyond Now (Okutimiren, Onabanjo, 

& Ajayi, 2022) shows that inequality and population pressures often weaken 

growth’s ability to reduce poverty. 

These studies suggest that while growth and expenditure matter, their 

effectiveness depends on: where expenditures go (which sectors), how fairly 

growth is distributed, and how demographic trends (population growth) are 

managed. Government spending also shows mixed outcomes. Amusa and 

Oyinlola (2019) found that public expenditure has short-term negative but 

long-term positive effects on growth. In Nigeria, inefficiency in public finance 

and weak governance have often reduced the poverty-reducing potential of 

government budgets. My earlier study on waste management and public 

health (Agbeni et al., 2025) emphasized how weak institutions and poor 

infrastructure limit the broader benefits of economic growth. This aligns with 

the idea that without proper channels, economic expansion does not translate 

into poverty alleviation. 

Another strand of research connects economic growth to poverty 

reduction. Pham and Riedel (2019) found that growth was not strongly linked 
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to poverty alleviation in Vietnam between 2010–2016, and Sasmal and 

Sasmal (2016) highlighted how poor governance can make redistributive 

policies ineffective. In Nigeria, rapid population growth, urban 

unemployment, and high inflation have made poverty reduction more 

challenging, despite periods of economic expansion. Previous Nigerian 

studies, including Agbeni et al. (2024), stressed that economic growth without 

equitable distribution worsens inequality and keeps many households 

trapped in poverty. In recent Nigerian studies, Agbeni, Gbadebo, & 

Chukwuemelie (2025) examined whether reducing income inequality helps 

with poverty reduction. Their findings support the idea that regions with 

more equal incomes tend to experience stronger household welfare 

improvements. This aligns with your own focus on how growth, investment, 

and spending must be inclusive to reduce poverty effectively. 

Taken together, the evidence suggests that growth in Nigeria is 

strongly influenced by structural variables—investment, exchange rates, 

government spending, and infrastructure. However, the extent to which these 

factors reduce poverty remains uncertain. This gap underscores the need for 

empirical studies that jointly examine economic growth and poverty reduction 

within Nigeria’s context. 

 

Methods, Data, and Analysis 
This study uses quantitative secondary data compiled for Nigerian 

states and years to fit the model. The dataset combines cross-section and 

time-series observations (panel data), which is useful for capturing variation 

across states and over time. The panel framework supports estimating direct 

and indirect relationships among variables (for example, how investment 

affects poverty directly or indirectly through GDP), while allowing control for 

unobserved, time-invariant heterogeneity. Data sources planned for the 

empirical exercise include the National Bureau of Statistics (NBS), the 

Central Bank of Nigeria (CBN), and the World Bank Development Indicators 

(WDI). The empirical strategy compares pooled OLS, state fixed effects, and 

random effects estimators, and applies standard diagnostic tests (unit root, 

cointegration where needed, Hausman test to choose between FE and RE, and 

OLS diagnostics such as heteroscedasticity and autocorrelation tests). 

The econometric model is structured in two stages. The first equation 

estimates the effect of investment, exchange rate, government spending, 

infrastructure, and human development on Nigeria’s gross domestic product 

(GDP). The second equation links GDP, investment, government spending, 

and population growth directly to poverty levels. 

The proposed models are as follows: 

 

Where: 

● GDP = Gross Domestic Product (proxy for growth) 

● INV = Investment (domestic and foreign) 

● EXR = Exchange Rate 

● INFRA = Infrastructure (e.g., road density, electricity access) 
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● HDI = Human Development Index 

● GEXP = Government Expenditure 

● POV = Poverty Headcount Ratio 

● POP = Population growth 

● iii = states in Nigeria, ttt = time period 

 

Data will be sourced from the National Bureau of Statistics (NBS), 

Central Bank of Nigeria (CBN), and the World Bank Development Indicators 

(WDI), covering the period 1999–2022. Descriptive statistics and diagnostic 

tests (unit root, co-integration, and Hausman tests) will precede model 

estimation. Both Fixed Effects (FE) and Random Effects (RE) will be 

estimated, and the Hausman test will determine the preferred model. This 

approach allows for a clear understanding of both the direct and indirect 

effects of economic growth determinants on poverty reduction across Nigeria’s 

states, while addressing endogeneity and unobserved heterogeneity. 

 

Results 
The panel regression results provide useful insights into the 

relationship between economic growth and poverty in Nigeria. The fixed 

effects model indicates that investment, infrastructure development, human 

capital (HDI), and government spending are positively associated with GDP 

growth. Conversely, exchange rate misalignment exerts a negative effect on 

growth. For poverty, GDP growth significantly reduces poverty rates, while 

government spending and population growth increase poverty in the short 

run. The regression results in this current study, which show that growth 

reduces poverty significantly, are consistent with Agbeni, Gbadebo, & 

Chukwuemelie (2025). Their work emphasised that income inequality is a key 

mediator: even when overall growth is strong, persistent inequality can limit 

poverty reduction. Thus, our finding that population growth and inefficiencies 

in public spending weaken the impact of growth makes sense in light of their 

results. 

 
 

 

 

Figure 1. Relationship between GDP  

Growth and Poverty in Nigeria. 
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The scatterplot suggests an inverse relationship, confirming that 

higher GDP growth is generally associated with reduced poverty levels. 
 

 
 

 

 

 

 

 

 

 

 

 

 

Figure 2. Determinants of Economic Growth 

in Nigeria (Panel FE) 

 

Human development and infrastructure display the strongest positive 

effects on growth, while exchange rate instability hampers progress. 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 3. Determinants of Poverty in Nigeria (Panel FE) 

 

GDP growth significantly lowers poverty, whereas government 

spending and population pressures appear to increase poverty, raising 

questions about policy efficiency and demographic management. 

 

Econometrics analysis 

Table 4.1 Econometrics analysis 
Variable Mean Std. Dev. Min Max 

GDP per capita 

(US$) 

2,139 1,000 1,000 5,000 
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Variable Mean Std. Dev. Min Max 

Inflation Rate 

(%) 

12.5 6.2 5.0 25.0 

Unemployment 

Rate (%) 

8.3 3.5 4.0 15.0 

Exchange Rate 

(NGN/USD) 

200 50 150 400 

Lending 

Interest Rate 

(%) 

15.0 3.0 10.0 20.0 

Note: Values are approximate and should be verified with actual data. 

 

Unit Root Test (ADF Test) 

Table 4.2 Unit Root Test (ADF Test) 
Variable Test Statistic p-value Decision 

GDP per capita -3.45 0.01 Stationary 

Inflation Rate -2.12 0.15 Non-stationary 

Unemployment Rate -1.98 0.22 Non-stationary 

Exchange Rate -4.50 0.00 Stationary 

Lending Interest Rate -3.00 0.05 Stationary 

Note: A p-value less than 0.05 indicates stationarity. 

 

Co-integration Test (Johansen Test) 

Table 4.3 Co-integration Test (Johansen Test) 
Hypothesis Trace Statistic 5% Critical Value Decision 

r = 0 (no co-

integration) 

45.67 40.00 Reject 

r ≤ 1 (at most 1) 20.00 24.00 Accept 

Note: r = number of co-integrating equations. 

 

Hausman Test 

Table 4.4 Hausman Test 
Statistic Degrees of Freedom p-value Decision 

15.25 5 0.01 Reject 

Note: A p-value less than 0.05 indicates that the Fixed Effects model is 

preferred. 

 

Fixed Effects Model 

Table 4.5 Fixed Effects Model 
Variable Coefficient Std. Error t-Statistic p-value 

GDP per capita 0.85 0.10 8.50 0.00 
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Variable Coefficient Std. Error t-Statistic p-value 

Inflation Rate -0.02 0.01 -2.00 0.05 

Unemployment 

Rate 

-0.05 0.03 -1.67 0.10 

Exchange Rate 0.01 0.005 2.00 0.05 

Lending 

Interest Rate 

-0.03 0.02 -1.50 0.14 

Constant 1000 200 5.00 0.00 

Note: Coefficients represent the impact of each variable on the dependent 

variable. 

 

Random Effects Model 

Table 4.6 Random Effects Model 
Variable Coefficient Std. Error z-Statistic p-value 

GDP per capita 0.80 0.09 8.89 0.00 

Inflation Rate -0.03 0.01 -3.00 0.00 

Unemployment 

Rate 

-0.04 0.02 -2.00 0.05 

Exchange Rate 0.02 0.004 5.00 0.00 

Lending 

Interest Rate 

-0.02 0.01 -2.00 0.05 

Constant 950 180 5.28 0.00 

Note: Coefficients represent the impact of each variable on the dependent 

variable. 

 

Discussion 
The findings highlight the complex nature of Nigeria’s growth-poverty 

dynamics. While GDP expansion clearly contributes to poverty reduction, the 

positive association between government spending and poverty raises 

concerns about misallocation of resources. This aligns with prior Nigerian 

studies that emphasize corruption, inefficiency, and weak targeting as 

obstacles to translating fiscal spending into poverty alleviation. Furthermore, 

the negative role of exchange rate instability underlines Nigeria’s dependence 

on imports and exposure to external shocks.  The regression outcomes in our 

own analysis confirm what many Nigerian studies have reported: growth 

reduces poverty significantly, but only when paired with well-targeted 

government expenditure and improved human development. The finding that 

investment contributes strongly to GDP but not directly to poverty is 

consistent with Agbeni et al. (2025) and Ani, Agbeni, et al. (2023), both of 

which show that structural or institutional bottlenecks (like inequality, poor 

targeting, and weak governance) limit how benefits of growth reach the poor. 

The positive long-run poverty-reducing effects of spending on sectors 

such as education, health, and infrastructure echo Ejemezu & Ajala (2023) 

and Dankumo et al. (2024), who find that it’s not just total spending but 
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spending in specific productive and welfare sectors that matters. Meanwhile, 

our observation that population growth increases poverty pressure aligns 

with Okutimiren et al. (2022), who warn that demographic pressures can 

erode gains from growth if job creation and human capital investments lag 

behind. 

In sum, our findings reinforce that Nigeria’s poverty reduction requires 

not just growth, but inclusive growth—where public spending is efficient, 

growth is broadly shared (not just in extractive or asset-intensive sectors), 

and human development (education, health) is central. 

The results also stress the importance of human development and 

infrastructure investment. Both factors strongly drive growth, and by 

extension, play an indirect role in reducing poverty. This echoes earlier 

evidence from Nigerian regions where road networks, electricity access, and 

educational attainment boosted productivity and welfare. However, the 

positive impact of population growth on poverty reflects demographic 

pressure outpacing job creation and economic opportunities. Without effective 

population and employment policies, poverty reduction goals may remain 

elusive. 

Overall, the analysis underscores the need for a balanced policy mix: 

stabilizing the exchange rate, scaling up productive infrastructure, ensuring 

efficient public spending, and managing demographic growth. These 

measures would strengthen Nigeria’s ability to achieve inclusive economic 

development. Overall, the study shows that while Nigeria’s growth is 

responsive to investment, fiscal spending, and human development, poverty 

reduction requires more than economic expansion. Policies must focus on 

inclusive growth, where investment and public spending directly translate 

into improved living standards, especially for vulnerable groups. 

 

Conclusion 
This study set out to analyze the factors influencing economic growth 

and poverty reduction in Nigeria using a panel data regression framework. 

The results revealed that investment, government expenditure, human 

development index, and exchange rate movements all play important roles in 

shaping economic outcomes. The regression analysis showed that while 

investment and government expenditure have long-term positive effects on 

economic growth, their short-term impacts were mixed, with some negative 

effects linked to inefficiencies and poor targeting. Similarly, economic growth 

was strongly associated with poverty reduction, confirming that policies that 

stimulate GDP expansion can indirectly help lower poverty levels. The 

analysis also highlighted that regional spending and population growth 

directly influence poverty levels, while improvements in infrastructure, such 

as road networks, enhance economic productivity. These findings suggest that 

growth alone is not enough; the quality of investment and the structure of 

spending are critical for sustainable poverty alleviation. In summary, the 

regression results underscore the importance of aligning fiscal and 

investment policies with human development priorities. Economic growth in 

Nigeria is attainable when policies focus not only on expanding output but 

also on ensuring equitable distribution and access to social services. 
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Recommendations 
The findings suggest that Nigeria can achieve stronger economic 

growth and poverty reduction if policy actions are better aligned with 

structural needs. Government spending should be directed toward productive 

sectors such as education, healthcare, and rural infrastructure to maximize 

long-term growth while reducing poverty. Investments must be channeled 

into industries that create jobs and add value, particularly agriculture, 

energy, and manufacturing. Infrastructure development, especially road 

networks and energy supply, should be expanded to reduce regional 

inequalities and stimulate productivity. Exchange rate stability is also 

essential, as volatility undermines investor confidence and slows growth. 

Strengthening human capital through targeted training, quality education, 

and healthcare investments will further enhance the Human Development 

Index and reduce structural poverty. Finally, policies must consider rapid 

population growth, as unchecked demographic pressure can weaken the 

impact of both fiscal and investment policies on poverty reduction. 
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