
This study examines the impact of public spending on rural household poverty in Nigeria. The specific objectives 
focused on the impact of public spending on economic and social services, and rural access to electricity on rural 
poverty headcount. Data for the variables were sourced from World Development Indicators and Central Bank of 
Nigeria Statistical Bulletin. The techniques for analysis and other diagnostic tests include autoregressive distributed 
lag (ARDL) model, Phillips-Perron unit root test and cointegration tests amongst other post-estimation tests. The 
results of the unit root test indicate that the variables are mixed integrated. On this premise, the ARDL bounds test 
was utilized for examining cointegrating among variables. The result clearly indicates that there is long run 
relationship among the variables. This implies that the null hypothesis of no long run relationship is rejected. The 
estimated ARDL model shows that the contemporaneous value of government public spending on social and 
community services negatively impacted on rural poverty headcount in the short run. The implication of this finding 
is that education and healthcare expenditures supports government's efforts in reducing poverty in the rural area. 
More so, the long run results indicate that rural access to electricity has significant negative effect on rural poverty. 
This finding is very welcoming as it shows that access to social infrastructure has the potential towards depleting 
rural poverty headcounts in Nigeria. With insignificant effect of expenditure on economic services on rural poverty 
headcount, this study cast doubts on the effectiveness of agriculture in poverty reduction. Thus, it is recommended 
that policy makers should increase investment in social services and ensure that power sector reforms provide rural 
dwellers more access to electricity with a view to reducing rural poverty headcount.
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Introduction
The incidence of Poverty in Nigeria worsened since the 1980s and became pervasive in the 1990s. Poverty 
in Nigeria is found among four identifiable economic group namely the rural landless, the small farmers, the 
urban under-employed and the unemployed.  poverty is not just common economic problem but rather a 
complex of social problem. The poor and poorest of the poor are dis-proportionately found in rural areas and 
slums in urban areas in Nigeria with a deplorable characteristics of advanced stage of physical degradation 
and occupied by individuals believed to be experiencing various forms of basic needs of rural household 
deprivation, such as access to electricity, portable drinking water supply and sanitation facilities (sewage, 
drainage systems and flood control),unemployment, inadequate welfare services and vulnerability to crime 
and violence. The trend in both rural and urban poverty in Nigeria, though fluctuated over the years has been 
on a worsening trend.  The incidence of poverty is more pronounced among the rural dwellers in Nigeria 
because the people are backward and underdeveloped in terms of minimum human standard of living with 
low income. In the rural areas, the roads are extremely bad, women and children walking barefooted and 
trekking long distance to get water and firewood, pupils studying under trees where there is little access to 
education, dilapidated and ill equipped health centers with shortage and in most cases no medical Doctors, 
poor education, lack of facilities and opportunities and lack of electricity supply which has led to post 
harvest losses especially perishables produce. This situation may be attributed to neglect and inconsistence 
in the poverty alleviation policies and programmes of governments, poor budgetary implementation, 
governance failure and corruption   of successive governments since 1960 till date in Nigeria (Aderonmu, 
2010).
According to Heltberget al. (2003), reduction in poverty and inequality usually requires a combination of 
well distributed economic growth and increased investment in human capital, especially among the poor. 
Two key areas for such investment are education and health, both sectors in which the state is the major 
service provider. If it is believed that investment in economic and social services helps to improve the 
welfare of the poor, then there is a need to look at who is benefiting from such spending for accountability 
reasons. The alarming increase in poverty rates in Nigeria transcends low incomes, savings and growth in 
increasing level of inequality due to unequal access to income opportunities and basic infrastructure 
(Ewubare 2019).The incidence of public spending is crucial for efficient targeting which has become 
increasingly important in the current era of major economic reforms as most governments are under 

Rural Household Poverty and Public Spending in Nigeria

Social Science Review

EWUBARE Dennis Brown
Department of Economics, Rivers State University, Port Harcourt, Nigeria

Vol. 1 No. 1 July-Decmber 2020/ 19 - 28

www.socialsciencereview.net



pressure to reduce their total spending due to growing budget deficits. It is also equally important because if 
not well-targeted, such spending may not be able to achieve its desire goals hence, for this goal to be met, 
governments at all levels need information on the structure of the sector and its financing need. This will 
ensure optimal resource usage and fairly balance spread of budget allocation among regions, states, local 
governments, sectors, as well as gender.

Statement of Problem
Analysis of poverty in Nigeria shows inequalities in terms of educational and health indicators, and such 
indicators vary across regions (geopolitical zone), states, local governments, location (urban and rural), and 
gender. Many rural households move out of poverty through agricultural entrepreneurship; others through 
the rural labour market and the rural non farm economy; and others by migrating to towns, cities, or other 
countries. The reaction of Nigerian government to the endemic and persistent problem of poverty has been 
slow and also accompanied by poor governance. According to Ewubare (2019) rural households design 
livelihood strategies to suit their asset endowments and account for the constraints imposed by market 
failures, state failures, social norms, and exposures to uninsured risks. Market and government failures 
affecting the returns on those assets are pervasive. Adverse shocks often deplete already limited assets, and 
the inability to cope with shocks induces households to adopt low risk, low-return activities. 
Recent development in the global food market in science and technology and in some of the   institutions 
that affect competitiveness are also creating new difficulties to the competitiveness of small holders. The 
dept. of rural household poverty has increased astronomically due to failures in budget design and 
implementation at all tiers of governments. A situation where seventy percent of the Nation's budget is 
skewed towards recurrent expenditure make it difficult for government to invest in infrastructures that will 
have direct bearing on economic growth and development and by extension poverty reduction through 
employment generation.   Understanding these challenges is essential in designing public policy that can 
help rural household pull themselves out of poverty. The problems differ across states and local 
governments in Nigeria, and thus demand context specific agendas to reduce rural poverty. Rural poverty 
rates have declined in many countries all over the world through some economic and policy reforms which 
have greatly enhanced the capability of smallholder entrepreneurs to lift themselves from poverty but this is 
not the case with Nigeria where series of government initiatives and programmes to alleviate poverty has 
yielded no results. Thus, the objective of the study is to determine the impact of public spending on rural 
household poverty in Nigeria

 Theoretical Literature
Keynesian Model
The theoretical underpinning for the study has its basis on the Keynes (1936) model. Keynesians 
acknowledge that there exists unequal initial endowment in terms of talent, skills and capital which 
determine an individual's level of productivity. Keynes explain poverty to have been caused by economic 
underdevelopment and lack of human capital The Keynesian model states that increase in public spending 
accelerates economic growth especially in both economic and social services.  Public spending influences 
the macroeconomic balances, especially the fiscal and trade deficits and the rate of inflation. These changes, 
in turn, affect living standards by influencing real incomes directly and indirectly, through changing the rate 
of economic growth. Public spending also creates incomes directly some of which might benefit poor 
households. These incomes in turn create other incomes through the income-expenditure multiplier effects. 
These are the 'expenditure incidence of public spending.  Public spending also generates transfers to the 
population in the form of cash or monetary transfers, such as social assistance or social insurance payments, 
or in kind. The latter includes subsidized government services such as health, education, and infrastructure 
services. These transfers in kind improve the current well-being of the beneficiaries, and also enhance the 
long-run income-earning potential of the poor, the poorest of the poor and the vulnerable in the society. 

Empirical Literature
Kazungu & Cheyo (2014) investigated the relationship between the reduction in income-poverty and 
government expenditure on growth strategies implemented in Tanzania since the mid-2000s. The study 
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employed the descriptive statistics for the analysis and found that in spite of impressive economic growth of 
about 6 percent per annum that prevailed in Tanzania during the course of implementing growth strategies, 
poverty has declined marginally and remains pervasive in the rural sector. This study argues that growth 
strategies in Tanzania have not helped to reduce income poverty significantly because government 
expenditures to finance such strategies have been allocated to investment in social services which reduce 
income poverty indirectly and as such, effects take time to be realized.
According to Ogun (2010) with a view to providing empirical evidence on the implications of increased 
urban infrastructure for the urban poor. The study employed the structural vector auto regressive (SVAR) 
technique in the analysis. The findings  showed that infrastructural development leads to poverty reduction.  
Extract from the results also show that though infrastructure in general reduces poverty, social 
infrastructure explains a higher proportion of the forecast error in poverty indicators compare to physical 
infrastructure. Odior (2014) working on the possible nexus between government expenditure policy on 
education and poverty reduction in Nigeria.  The study employed the integrated sequential dynamic 
Computable General Equilibrium (CGE) model to simulate the potential impact of increase in government 
expenditure on education in Nigeria. This was simulated with a 2004 social accounting matrix (SAM) data 
of the Nigerian economy. The result of experiment indicates that it was extremely difficult for Nigeria to 
achieve the MDGs target, in terms of education and poverty reduction by the year 2015.  This is evidences 
based on the out of the MDGs goals today.  

Asghar, Hussain & Rehman (2012) explored the link between government spending in various sectors of 
the economy and poverty reduction in Pakistan. Time series annual data for the period 1972 to 2008 were 
used in analysing the long-run impact of government spending in education, health, economic and 
community services on poverty reduction. Multiple regression analysis was specifically used for the 
estimation. The results show that government spending on education and law and order significantly 
contribute to poverty reduction while government spending on budget deficit and economic and 
community services appeared to be responsible for poverty in Pakistan. The study reveals that government 
spending in health sector does not have significant impact on poverty reduction. 
Qureshi and Arif (2001) evaluated the determinants of poverty by using logistic regressions. Two models 
were estimated, one for the determinants of food poverty and the other for determinants based on the basic 
needs approach. The study used the 1998-99 Pakistan Socio-Economic Survey (PSES) data set. They study 
found that the larger household pushes the family towards poverty. Similarly, Gundlach, et al. (2001) did a 
study in 102 countries using the quality adjusted broader measure of human capital, which depends upon the 
social returns of educational levels and an index of quality. The findings show that the income of the poor 
(lowest quintile) increases with the rising quality-adjusted human capital. They estimate that a 10 percent 
increase in the stock of quality adjusted human capital per worker increases the average income of the poor 
by 3.2 percent. Tilak (2002) investigated the approaches of development and well-being with respect to the 
education's reflections upon poverty. He points out that the inverse relationship between education and 
human poverty is well approach, the basic needs approach, the human development approach and the 
capability approach. The author argues that at micro level incidence of poverty is greatest among the 
illiterate households and tends to decline at higher levels of education in developing countries. 
Abuka, et al. (2007) estimate the determinants of poverty in the case of Uganda using logistic regression 
technique and the data from Uganda National Household Survey (UNHS). The results showed that an 
increase in the schooling of household heads not only has a positive impact on the productivity and earnings 
but also enhances the productivity of other members of the household. The study showed that household 
size in rural areas significantly increase the likelihood of being poor.
Most of the study reviewed did not focused on basic needs of rural household which includes access to 
electricity, portable drinking water supply and sanitation facilities (sewage, drainage systems and flood 
control) which take into account the living standard and economic welfare of rural households in Nigeria. 
The choice of this variables in the study was a major departure from previous works.
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Methodology
Research Design
This study adopted the quasi experimental research design. Data for the study were sourced from World 
Development Indicators (WDI) 2019, except public spending on economic, social and community services 
that were sourced from national publication of the Central Bank of Nigeria, 2019. The study covered the 
period 1980 to 2019.

Unit Root Test
In this study, the Phillips-Perron (PP) test developed by Phillips and Perron (1988) was applied to test the 
null hypothesis of unit root against the alternative hypothesis of no unit root. The model set up for the PP test 
is specified as:

22 EWUBARE Dennis Brown July

www.socialsciencereview.net



Results and Discussions
Trend Analysis of the Series
The trends of the variables over the study sample are presented in figures 1-3

Figure 1: Rural Poverty in Nigeria Over the Period of 1980-2019
Rural poverty increased from 28.3 percent in 1980 to a record high value of 72 percent. This attests to the 
pervasiveness of poverty in the rural area. It however, declined to51.4 percent in 1985 before rising again to 
68.26 percent in 1986. Between 1987 and 2019, rural poverty trended downward. This could be attributed to 
increase in agriculture entrepreneurship, migration and effectiveness of some poverty alleviation initiatives 
introduced by successive governments in Nigeria.

Figure 2: Public Spending on Economic and Social Services in Nigerian over the Period 1980-2019
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As observed from the trends of the variables, government planned expenditure on economic services 
fluctuated over the study sample. It reached an all-time low value of 5.87 percent in 1992. It however, 
increased and reached a peak of 67 percent in 2002. Similarly, government planned spending on community 
and social services varied during the study period. It reached a minimum value of 2.56 percent and 
maximum value of 23.06 percent. Except in 1985, government expenditure in economic services surpassed 
expenditure community and social services. This suggests that government has continued to allocate large 
proportion of its expenditure to agriculture at the expense of education and healthcare. 

Figure 3: Rural Access to Electricity in Nigeria over the period 1980-2019
The rural population with access to electricity increased from 1.59 percent in 1985 to 27.9 percent in 1999. 
It however, varied between 2000 and 2015 and averaged at 29.7 percent. The period of 2016 and 2019 
witnessed an upward trend in rural access to electricity. This could be attributed to reforms initiated in the 
power sector which increased generation and distribution electricity across the country.

Descriptive Statistics

The descriptive statistics for the variables are summarized in Table 1

Table 1: Summary Statistics for the Series

Source: Author's computation using E-views 10

 RPH EC S EL 

 Mean  57.30469  41.21811  11.87545  21.67241 

 Median  58.58350  43.76926  11.62125  21.06627 

 Maximum  72.00100  67.00313  23.06111  66.00000 

 Minimum  28.30000  5.876524  2.559598  1.560780 

 Std. Dev.  9.384693  15.33166  5.287739  15.65499 

 Jarque-Bera  3.179002  2.412814  1.385449  3.862585 

 Probability  0.204027  0.299271  0.500211  0.144961 

 Observations  40  40  40  40 
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The descriptive statistics reveal that rural poverty averaged 57.3 percent. This indicates that more than half 
of rural population are trapped in poverty. It was also found from the descriptive statistics public spending 
on economic services averaged 41.22 percent while expenditure on community and social services 
averaged 11.22 percent. It is also evident that public spending on economic services more than doubled 
expenditure on community and social services. The summary statistics also reveal that rural access to 
electricity averaged 21.67 percent. This indicates that only small proportion of rural has access to electricity. 
The standard deviation reveals that all the observations for each of the variables clustered around their 
respective mean values. The probability values of the Jarque-Bera statistics indicate that all the variables are 
normally distributed over the study period. 

Unit Root Test 
The unit root test was conducted using Phillips-Perron method and the results are reported in Table 2
Table 2: Phillips-Perron unit root results

Source: Author's computation using E-views 10
Note: NC denotes not computed

The unit test results showed that rural poverty headcount and public spending on social and community 
services are stationary at levels. Thus, the null hypothesis of unit root for these variables is rejected at 5 
percent level of significance. On the contrary, public spending on economic services and rural access to 
electricity are nonstationary at levels. However, they become stationary at first difference. It therefore, 
follows from the results that the variables are mixed integrated in the orders zero and one. On this premise, 
we employ the ARDL Bounds test as a method of examining cointegrating relationships between variables 
following the Pesaran, Shin and Smith (2001) procedure.

ARDL Bounds Test for Cointegration
The bounds tests countegration test was conducted at 5 percent level of significance. The result is 
summarized in Table 3

Table 3: Bounds cointegration test result

Source: Author's computation using E-views 10

Based on the Akaike Information Criterion (AIC), the bounds test followed the ARDL order (1,0,1,1), 
which reveals a computed F-Statistic of 43.521673 that exceeds the lower and upper bound value at various 
critical values. This clearly indicates that there is long run relationship among the variables. This implies 
that the null hypothesis of no long run relationship is rejected.

Variables  Levels First Difference 5% Critical Value Remark 

RPH  -15.3136  NC -3.5297 I(0)  

EC  -2.6383 --7.69879 -3.5297 I(1)  

S -4.9857  NC -3.5297 I(0)  

EL  -1.4623 -7.2176  -3.5297 I(1)  

 

F-Statistic 
Critical 
levels I(0) I(1) Remark 

43.521673 10% 2.933 4.02 Cointegrated 
 5% 3.548 4.803  
 1% 5.018 6.61  
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ARDL Short and Long Run Estimates
The estimated ARDL model that provides insights into the short and long run effects of the explanatory 
variables on rural poverty headcount in presented in Table 4.

Table 4: Summary of ARDL results

Source: Author's computation using E-views 10

The estimated ARDL model shows that the contemporaneous value of public spending on social and 
community services negatively impact of rural poverty headcount in the short run. This finding confirms 
with the a priori expectation. It also corroborates with the findings of Ogun (2010) that reveal that social 
infrastructure plays prominent in reducing the population trapped in poverty. However, it was found that 
rural access to electricity and public spending in economic services are not significant in influencing rural 
poverty in the short run. The error correction coefficient (-0.5549) is associated with the expected negative 
sign and it is significant at 5 percent level. This indicates that short run deviations can be reconciled to long 
run equilibrium position at a speed of 55.49 percent. More so, the long run result indicates that rural access 
to electricity has significant negative effect on rural poverty. This finding is very welcoming as it shows that 
access to social infrastructure has the potential towards depleting rural poverty headcounts in Nigeria. 
Additionally, public spending components are not statistically significant in the long run. The probability 
value of the F-statistics indicates that the public spending on social and economic services as well as rural 
access to electricity are jointly significant in influencing rural poverty. The coefficient of multiple 
determinations (0.8885) indicates that 88.85 percent variations in rural household poverty are explained by 
changes in the explanatory variables. 

Dependent Variable: RPH   

Cointegrating Form 

Variable Coefficient Std. Error t-Statistic Prob.    

D(EC) 0.019730 0.037778 0.522277 0.6053 

D(S) -0.236830 0.109689 -2.159099 0.0390 

D(S(-1)) 0.190177 0.106653 1.783145 0.0847 

D(EL) -0.040895 0.115535 -0.353959 0.7258 

CointEq(-1) -0.554948 0.145114 -3.824225 0.0006 

Long Run Coefficients 

Variable Coefficient Std. Error t-Statistic Prob.    

EC 0.035554 0.066897 0.531472 0.5990 

S -0.297190 0.241345 -1.231392 0.2277 

EL -0.533068 0.072787 -7.323620 0.0000 

C 70.417978 4.055571 17.363273 0.0000 

R-squared 0.88857  Prob.(F-stat) 0.0000 
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Table 5: Outcome of Post-Estimation Diagnostic Tests

Source: Author's computation using E-views 10
As observed from the results of the diagnostics tests, there is no evidence of serial correlation and 
heteroscedasticity in the residuals. Additionally, there is no evidence specification error in the estimated 
model. Likewise, there is homoscedasticity. Consequently, the estimated model is stable. Thus, the results 
provide appreciable empirical evidence for using on the model for long term forecast and policy 
formulation.

Conclusion and Recommendations
Reducing poverty has remained prominent in the fiscal policy goal and as such public spending are 
allocated to activities with high potentials for pro-poor growth. This study therefore, deepened the 
understanding on the empirical link between public spending and rural poverty headcount. The findings 
reveal that public spending on social and community services as well as rural access to electricity negatively 
impacted on rural poverty headcount. The implication of this finding is that education and healthcare 
expenditures supports government's efforts in reducing poverty in the rural area. Contracting to 
expectations, investment in agriculture as capture by expenditure in economic services seems not to foster 
rural poverty reduction. Hence, this study cast doubts on the effectiveness of agriculture in poverty 
reduction and this could be due inconsistencies and corruption that characterized the allocation of funds to 
agriculture. With significant negative effect of rural access to electricity on rural poverty, the power sector 
reform is gradually paying off despite controversies that have characterized its transparent implementation. 
It is therefore, concluded that education and healthcare development as well as access to electricity are 
important channels for reducing rural poverty. Following the findings, it is recommended that policy 
makers should increase investment in social services and ensure that power sector reforms provide more 
access to electricity to rural dwellers with a view to reducing rural poverty head count.
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Tests Test Statistics -Values  Outcome 

Breusch-Godfrey Serial Correlation LM 
Test  

5.1833 0.0749 No serial correlation 

RESET Model Stability 0.816611 0.4960 No specification error 

Whites Heteroskedasticity Test  11.62201 0.1137 Homoskedasticity is present 
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Appendix 1

Research Data Set.

Sources:  World Development Indicators (WDI) 2019, Central Bank of Nigeria (2019) and Author’s 
computation.

YEAR 

Rural Poverty
Headcount Ratio

(% of rural 
population)

(RPH)

Public spending
on Economic
Services (% of
Total Capital 
Expenditure) 

(EC)    
 

 

 

 
 

Rural access to 
electricity  
(EL) 

1980 28.3 47.44 17.43 1.591419 

1981 72.001 55.267245 19.780722 1.5607798 

1982 71.283 39.620084 15.089135 2.5301406 

1983 70.55 46.88581 21.010295 2.4995015 

1984 69.8 16.006927 5.7949806 3.4688623 

1985 51.4 16.335755 21.117353 3.4982231 

1986 68.258 12.899329 7.6863536 3.5924161 

1987 67.463 33.890938 9.7151824 3.5464067 

1988 66.653 25.523675 20.695196 4.6920188 

1989 65.83 26.115963 12.270771 6.8376308 

1990 64.992 14.494399 8.7156841 8.6 

1991 64.496 11.097036 5.2634179 11.895341 

1992 63.995 5.8765243 5.363237 412.89122 

1993 63.49 33.658888 6.5599668 13.893079 

1994 62.981 38.216934 7.04247 14.897222 

1995 62.467 35.619783 7.6075032 15.898896 

1996 61.947 55.337974 4.0653503 16.893301 

1997 61.425 62.900809 2.5595982 17.880494 

1998 60.899 65.00057 7.5613011 18.854473 

1999 60.368 64.972463 3.4643662 27.9 

2000 59.832 46.568461 11.678887 20.745295 

2001 59.003 59.211277 12.157836 21.387237 

2002 58.164 67.003134 10.102524 22.018453 

2003 56.6 40.540688 23.061108 33.8 

2004 56.46 47.749979 8.5603757 23.284867 

2005 55.598 51.020208 13.736516 23.939868 

2006 54.729 47.468145 14.243911 24.620873 

2007 53.853 47.19933 19.873422 32.291259 

2008 52.97 52.481223 15.836841 31.4 

2009 52.8 43.89413 12.571733 26.902487 

2010 51.192 46.63558 17.171499 34.9 

2011 50.31 42.066351 10.108215 35.5 

2012 49.438 36.686864 11.135246 29.608633 

2013 48.578 45.630748 13.95783 34.4 

2014 47.73 50.240743 14.211115 31.675855 

2015 46.896 42.615735 10.139488 32.8 

2016 46.075 42.678258 10.526221 41.1 

2017 45.269 43.644383 13.495613 49.4 

2018 44.453 44.79478 12.09311 57.7 

2019 43.6395 43.433289 11.563608 66 
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