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ABSTRACT: Nigeria is a very rich country with abundant resources, a fast rising country in terms of GDP figures, and at the
same time stands as one of the leading nations in terms of poverty. This is more so that the country is a leader in terms of
petroleum extracting and marketing. This research aims at investigating the relationship between economic development and
poverty and the resultant effects of poverty and the role these two plays in the development process. Generally, this study is to
examine the rise of poverty and inequality in Nigeria and the conflicting rise in GDP. Using secondary data from the World
Bank, the ordinary least squares results were quite revealing. Between 1984 and 2014 the study reveals that while all
economic indicators were pointing towards growth, development indicators were pointing towards poverty and
underdevelopment. The findings of the research are that economic development in the country to some extent helps in reducing
poverty while an increase in inequality is accompanied with an increase in growth. This shows that the increase in growth and
development benefits only a small segment of the society. The study suggests that government has to come up with long lasting
policies towards poverty alleviation and narrowing down of inequality.
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INTRODUCTION;

Poverty and inequality are found in all societies, the fact just
remains that the issue of poverty and inequality are more
prevalent in some countries compared to other countries. The
topic of poverty and inequality in Nigeria have attracted
discussions and writings from many scholars. The
performance of the country since independence is not
encouraging. Researchers are of the views that the
performance of the country since independence is
disappointing despite the revenue generated from oil. It is
also argued that the Nigerian experience provides a telling
confirmation of the role of waste and corruption in
undermining a nation’s economic development. The
economic policies chosen decides whether these opportunities
are harnessed or dissipated. The choices made for the past
thirty years are some of the reasons Nigerians find
themselves poor today [1].

Nigeria is a middle income country that was recently named
the largest economy in Africa [2], it is also on track of
becoming amongst the twenty biggest economies in the world
by the year 2020. According to the World Bank, it is one of
the fastest growing economies in the world by GDP. Official
figures for 2013 put the country's GDP at $503 billion [3].
The adjustment pushes Nigeria up 12 places to become the
24th largest economy in the world and yet Nigerians continue
to struggle with poverty and inequality. Ironically, Nigeria’s
GDP figures did not stop it from ranking number three among
world’s ten countries with extreme poor citizens published by
the World Bank [4], while 45% of its citizens are categorized
as poor. The situation is saddening, It therefore raises some
vital questions about why this gloomy picture in the face of
such beautiful and positive looking statistical indices. Yemi
Kale of the National Bureau of Statistics (NBS) is of the
believe that; while GDP represents how rich a nation is, it
however does not mean the individuals of the nation are rich;
this is as a result of the issue of unequal income distribution
of wealth.

Poverty reduction and widening inequality have been getting
a growing attention in discussions related to development in

the past two decades. Advancement and effort put forward by
policy makers on poverty reduction and improving equality
has turned out to be an important tool used for measuring the
achievement of development policy. During the 1970s and
80s, the major concentration was on growth, the need to
develop the economies and incomes. Therefore, growth stood
as a criterion for better-quality welfare. Development
literatures in the 1990s on the other hand saw growth as very
important to strategies that are mainly aimed for poverty
reduction. A lot of researches are of the view that countries
that were able to tackle and reduce their poverty are those
countries with a record of fast and rapid growth rates [5].

The issue of poverty and inequality is associated with
disparity access to infrastructure and amenities. There are
basically more rural poor than urban poor. This situation
arises as a results of the composition of Nigeria's economy,
especially the energy (oil) and agriculture sectors, corruption,
mismanagement, wrong policy choices and implementation
and many more. This situation is so as a result of the fact that
oil revenue is poorly distributed among the population, with
higher government spending in urban areas than rurally. High
unemployment rates renders personal incomes even more
divergent.

It has further been acknowledged that income inequality is a
matter of concern when it comes to making improvement on
poverty reduction and slight improvement can be achieved in
poverty reduction when inequality is high and increasing [6].
This has led to an increase attention on the role that
inequality plays in the growth and poverty reduction
procedure. Studies have conveyed a rising inequality in many
countries for the last two and half decades, coupled with the
fact that the period was accompanied by an increase
concentration geared towards reducing the incidence of
poverty. Nigeria, like many developing countries,
implemented policies to overcome this issue and restructure
its economy.

In mid-1986, the government of Nigeria in its quest to
revitalize and reform the economy, introduced the structural
adjustment programme (SAP) which included the devaluation
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of the exchange rate, reform of trade and budgetary and
monetary contraction. Thus, growth was anticipated to lead
noticeably towards more and better equality in the country
such policies include alongside SAP policies in the 1980s, the
National Economic Empowerment and Development Strategy
(NEEDS) which was launched in 2004. After the reforms,
there was in improvement in the real growth rate, it became
positive from the 1980’s through the 90’s and 2000’s, but
despite the rise in the growth rate, poverty still remained
highest in the country.

PROBLEM STATEMENTS

Nigerian is a country endowed with a lot of blessings, both
human and natural resources; the country has a fertile soil and
a suitable climate fit for agricultural activities. With the
abundant resources available to the country, the country,
therefore has the prospective of constructing a successful
economy if the resources are well utilized. This will enable
the country to reduce its poverty level to a minimal percent;
but unfortunately, Nigeria is yet to realize this potential [7].
The placement of Nigeria recently as one of the fastest
growing country’s in terms of GDP with a growth rate
averaging 7% annually in official World Bank data. During
the last decade, placement of Nigeria among the fastest
growing economies in the world seem to be in conflict with
Nigeria grabbing the 3" position in poverty ranking. This has
been an issue of concern and discussion and has gotten the
attention of many. The first Nigerian economic report
addressed the puzzle of why a decade of rapid GDP growth
by official statistics did not bring stronger welfare and
employment benefits to the population. The statistics made
conspicuous the contrast between speedy economic growth
and slight welfare improvements for a considerable number
of the population [8].

It was also posited that the situation in Nigeria today is the
puzzle of poverty in the midst of abundant resources, a
situation whereby the greatest oil producer in sub-Saharan
Africa ironically stands out as number three in the world in
terms of poverty. A report relating to the fall in poverty and
rising income inequality in Nigeria also stressed on this issue,
stating that the NBS's higher poverty figures are not in
harmony with the recent rebasing of the national account,
which nearly doubled the nations GDP in 2013. Most
researchers believe that the attention of the government does
not seem to reach all people equitably.

The economy is not growing in the same phase, most of the
poor people in the country are located in the northern part of
the country [8] , there is also the issue with the level of
inequality in the country, the people who find themselves
poor or for a very long period of time, the likelihood of them
remaining that way is high because the way the economy is
moving is neglecting the poor citizens in the sense that they
don’t have the same opportunity as the rich with only a few
exceptions.

RESEARCH OBJECTIVES:

Generally, this study aim is to examine the rise of poverty
and inequality in Nigeria and the conflicting rise in the GDP
in the country. But specifically, the study has two main
objectives:
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1. Investigate the relationship between poverty and
economic growth.

2. To investigate the relationship between inequality
and economic development/growth.

LITERATURE
FRAMEWORK
In recent years, there has been an increase attention with
regards to poverty. Among the billions of people living
around the world in the developing countries, 1.3 billion are
living below a dollar per day; many are lacking the basic
amenities and means of survival is hard, many are lacking
safe drinking water and a good shelter with about one-fifth
undernourished; and one-third of the poor people living in the
sub-Saharan Africa expecting to dye at the age of 40. The
situation is not just on developing countries with low growth
rates, but even those developing countries experiencing
strong growth are also struggling [9]. This is the current issue
in Nigeria; the country being a developing country with
strong growth rate but with high level of poverty still existent
in the country.

The issue now faced by countries Nigeria included is that of
defining poverty itself, how to tell when one is poor and how
to come up with ways to eradicate poverty; and also how to
ensure equality in the society. At the same time, countries are
increasingly focusing on how to achieve development, how to
improve their economy and also how to be able to contest
with other developed nations. This is an important issue of
concern for a lot of countries. Countries focus on
achieving/attaining the developed state and in the process of
doing that neglect other important matters at hand; which
should be focusing on ensuring that the people are also
carried along in the process of development, not just growing
the economy. The country has recently been mentioned to be
among the fastest growing economies in the world, the best in
Africa with a GDP (growth domestic product) increasing at
the rate of not less than 6%, but ironically, the country is also
named to be the third country with the largest number of poor
people. Statistics places the country at number 3.

For the country to achieve a successful poverty reduction, the
poor needs to be identified first and also there is a need to
understand the nature of their poverty. From available
evidences it is obvious and confirmed that the poor are more
prevalent in rural areas followed by the urban areas, and also
female- headed households are more prone to poverty
compared to male headed households, the poor in the rural
areas are mostly farmers ; as a result of the uneven
distribution of the poverty among households and
states/zones, there is a need for policy makers to put this
differences into consideration when making policy’s for
poverty reduction in order to ensure effectiveness in poverty
reduction. Some parts of the south regions are showing a
cooperative movement which is helping them with poverty
reduction in the region, there is a need for the other regions to
closely study and emulate this movement implemented by the
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south in order to also achieve a reduction in the rate of
poverty especially amongst the unemployed [10].
THEORETICAL FRAMEWORK

According to Adam smith, in his book the wealth of nations;
his main concern was with the forces that manage the relative
levels of prosperity among countries and how that causes
differences between countries. He discussed the benefits of
division of labour showing how it depends on the scale of
activity and the extent of the market. Large-scale activity and
extended market, according to him gives room for
specification and thus improve skills and labour efficiency
[11].

Furthermore, he also stressed the importance of free
institutions under which people easily take advantage of their
potentials in terms of skill, knowledge and resources, he
however, failed to give the precise relationship between
extended specialization and economic productivity, the
theory was not rich in addressing issues related to income
distribution. David Ricardo, however was concerned with
relations between prices and income distribution in order to
understand how a change in distribution could hinder or
favour accumulation; unlike Smith, David Ricardo stressed
more manufacturing. He went as far as trying to come up
with laws that will control and regulate the way in which the
division coming from the whole produce of the land among
land owner, capitalist and worker should be carried out.
Malthus on the other hand came up with a theory of
population growth; by putting more importance on the inter
dependence of growth in terms of population and the supply
of food. According to him, if poverty can best be explained
and understood from the relationship existing between
population and the available means of subsistence; then
population growth may be associated with improvement in
living standard.

Adam Smith also contributed that humans are driven by self-
interest, that is driven by self-interest needs control and
regulation; and that control for Smith should not come from
the state, because to him, the state during his time was in
favour of the interest of the land owners, therefore the control
should be coming from the market place activities i.e. a
regulation stemming from the competition between free
individuals acting as buyers and sellers [12]. Economic
growth for Adam Smith is dependent on the accumulation of
capital, which is also dependent on savings from the revenues
gotten from hard work; this is as a result of the virtues of
frugality and self-discipline. Economic growth also achieved
and made possible by following a culture that is entrenched in
morality, and liberty that comes naturally [13].

In relation to poverty, a lot of theories are available. One of
this theory’s is the basic needs theory; in studies related to
poverty and MDG?’s, this theory stands out as the best [14].
This theory can also be used in explaining poverty and
economic growth. The basic human needs theory explains
that to live and achieve well-being, there are certain essentials
that are needed by humans [15]; according to the theory, the
minimum requirement for a decent living is what is referred
to as the basic needs. The basic needs theory provides
explanation on the basic needs of individuals and provides a
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guide on how to help the poor break free from poverty, it
helps them earn necessities of life, such as good water, access
to health, food, transport, good education etc.
HYPOTHESIS;

H;-The relationship between poverty and economic
growth/development is negative as the null hypothesis and
the relationship between poverty and economic growth is
positive as the alternative.

H,-The relationship between inequality and economic growth
is negative as the null hypothesis and the alternative is the
relationship between inequality and economic growth is
positive.

METHODOLOGY

This research will adopt the quantitative research method
making use of secondary data from reliable source. In other
to evaluate secondary data, there is a need for ensuring the
reliability of the sources used by the researcher, [16] suggest
that the researcher must consider expertise, credibility,
reputation and overall trustworthiness of the source. The
government data seem to be more dependable and have more
credibility than other sources, but even the government data
ha its criticism as [17] it has been mentioned that even
government sometimes have veiled agendas with regards to
what data they present and how they present it. [16]
Additionally emphasized that a data is more credible and
dependent on when the source has an originality to it, where
information of the methodology and method of the data
collection are given and when the researcher knows the
provider or a situation where the provider of the data is
known and is ready to be recognized.

This study is using data from the World Bank, this source is
known to have reasonable reliability to it. The study will take
the GDP study from 1986- to 2014. This is the period that
was accompanied with a lot of changes, and this also happens
to be the period when the rise in GDP growth in the country
became conspicuous and known. The data will be analysed
using STATA. The study will make use of Nigeria as a
whole; using the time-series approach, this source has been
used by a lot of other scholars in conducting their research.
Scholars like [18-19-20-21-22]among others all made use of
the secondary data gotten from a variety of sources, but the
most reliable being the world bank development report, world
bank annual data, Bureau of statistics and other sources.
DATA ANALYSIS AND RESEARCH FINDINGS.

The analysis was done using the three variable; poverty,
inequality and economic development/growth. To measure
poverty, two parameters were adopted health and school
enrollment. These two parameters were used because this are
two important issues in the country when discussing poverty.
This was also used by [14], in his research related to poverty.
Infant mortality was used to represent health while the
primary school enrollment was used to measure education in
the country. GINI coefficient is the best parameter for
measuring inequality as used by many researchers, including
[23] in the article ‘U shape hypothesis’, and [14]. Finally, the
GDP (Gross domestic product) per capita was used for
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economic development/growth. Stata was used in running the
data for a period of 28 years, i.e. 1986-to 2014

Table 1 above shows the level of reliability of the data set
employed. It can be seen from the table that health has the
highest mean value of 516352.9, followed by inequality with
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a mean value of 44.39 and lastly education has a mean value
of 1.10. the descriptive table is from the year 1980-2014; i.e a
period of 34 years.

Table 1: Descriptive Statistics

Variable Obs Mean Std. Dev Min Max
GDP 34 750.3547 769.2868 153.08 3005.51
Hlth 34 516352.9 46631.95 420000 567000
Gini 34 44.39118 3.649272 38.7 48.8
Edu 34 1.10E+07 3109402 7838732 1.81E+07

Table 2: Correlation analysis
GDP Health Inequality Education
GDP 1.000
0.020 1.000
Health 0.911
0.512 0.591 1.000
Inequality 0.002 0.000
0.806 0.518 0.685 1.000
Education 0.000 0.002 0.000

RESULT FOR ANALYSIS.

Table 3: OLS regression results on the relationship between

Regressors Dependent variable = Real GDP per Capita
Health -0.010
[0.001]***
Gini 40.91539
[19.502]**
Education 0.000244
[0.000]***
Constant 1404.218
[728.803]*
R-squared 0.8832
Adj. R? 0.87
F-Value 75.58***

Note: a) *, ** and *** indicates the rejection of null hypothesis that a particular parameter estimate is not
significantly different from zero at 1%, 5% and 10% levels of significance respectively. b) standard error in

brackets

The result for correlation between dependent and independent
variables proves to be very important. Table 2 above gives
the correlation of the variable. Health has the highest with a
value of 0.911, followed by education with a value of 0.806
and lastly inequality follows with a value of 0.002.

From the above table, the OLS regression represented by
table 2 depicts that a one% increase in the number of infant
death/mortality will lead to a 0.010 percent decrease in GDP
at a 1% statistical significance level. It further established that
a 1% increase in inequality leads to 40.92% increase in gross
domestic product per capita. On the part of education, the
analysis shows that a 1% increase in the number student

enrollment will lead to an increase of 0.000244 percent
increase in gross domestic product.

From the analysis, the result shows that the hypothesis (H;-
The relationship  between poverty and economic
growth/development is negative as the null hypothesis and
the relationship between poverty and economic growth is
positive as the alternative) is negative, it means that economic
development in the country does help in reducing poverty in
the country but the issue of inequality is coming between a
successful poverty eradication, and that is the reason why the
country in rising economically but in the same vain
experiencing an increase in poverty in the country. The
reason behind this can be used as a topic for further research.
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In the same vain the second hypothesis (H,-The relationship
between inequality and economic growth is negative as the
null hypothesis and the alternative is the relationship between
inequality and economic growth is positive) also prove to be
positive as we can see the increase in inequality in the
country is accompanied with an increase in Growth. This
shows that there exist growth in the economy, but a growth
that benefits only a few of the population. The growth is not
evenly distributed to all the population. This can be used for
future research. From the objective of this research it can be
seen that there exists a negative relationship Between
poverty, in relation to inequality and economic
growth/development.

Table 3 above shows the VIF test result. VIF is a test for
multicollinearity. From the result, it can be seen that the
variables are moderately correlated.

RECOMMENDATION/SUGGESTION;

From the above, the study makes it clear as to what the
problem in the country is; the government needs to
understand that the world and economy has changed a lot,
there is no function of government now that is not very
difficult to handle, the population of the country is ever rising
and so is the needs of the citizens. The government therefore
needs to come up with better policies and also make sure that
the new policies are implemented accordingly, the
government needs to ensure an increase inequitable income
distribution in the country. Some of the recommendations
are;

The government should improve education in the country and
also extend it to all areas of the country to both the rich and
the poor. When all the citizens are educated, that will aid an
equal opportunity for all the citizens in terms of employment.

Table 4: VIF (Variance Inflation Factor) Test

Variable VIF 1VIF
Gini 2.2 0.455123
Edu 1.95 0.511756
HIt 1.6 0.626878

1. After education, the government also needs to help its
citizens, especially the poor in getting a means of survival.
This job provision doesn’t necessarily have to be a white
collar job, but provide the poor with a means of
sustenance; training the poor in different skills like
agriculture etc., this will go a long way in helping with
employment provision. This can be adopted from the work
of the great former governor of Kano state Engineer Dr
Rabiu Musa Kwankwaso, for his tremendous -effort
towards education and job creation to the youths, the
governor trained the youths and helped them with capital
to start up the various trade and businesses they learnt.

2. The government should also come up with polices that will
ensure fairness in job recruitments, so that everyone will
have an equal opportunity in the labor market.

3. The government should also introduce a policy that will
ensure accountability in government all corrupt officials
need to be probed.
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4. The government should also encourage income
distribution in the country, encourage and improve

agriculture so that the youths get attracted to the
agricultural sector.

5. Another issue is that of privatization. This is a very
important area of concern that needs to be addressed, it is
agreed that privatization has an advantage in the long run,
but the immediate effect it has on the poor cannot be over
emphasized, engaging in privatization, most of the time
leads to a lot of people losing their jobs, and in a country
where their exists an alarming unemployment situation, the
governments focus should be on job creation and not
paving way for other people to lose their job. The Nigerian
government needs to be reinvented.

CONCLUSION

The objectives were to find out the relationship between
growth/development on poverty and inequality. After the
analysis. It can be seen that there exist a negative relationship
between poverty and growth/development. From the result, a
rise in inequality is accompanied with a rise in GDP which
goes a long way to explain why poverty is in the rise in the
midst of economic development. The government of Nigeria
needs to wake up and come up with good policies that will
represent the population as a whole.
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