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Abstract 

 

Nigeria's economy has consistently plagued with poverty despite bounteous resources and 

effort by governments policies and programme has indeed not reduced it. This study 

examines the nexus between these revenues sources; oil and non-oil on poverty in Nigeria 

from 1980-2018 using the econometrics tools of Johansen co-integration, log-log 

transformation of time series data, unit root testing, Vector Error Correction Mechanism and 

Granger/Block exogeneity wald test to analyse the long and short-run interconnection 

between these economic variables. The research found out that oil revenue increases poverty 

by 35% while non-oil revenue decreases poverty by 40% in the long run. The short run 

causal relationship also revealed that oil revenue increases poverty by 3.7% while non-oil 

revenue decreases poverty by 2.8%. The study recommended that a top-down policy on 

revenue leakages be constituted to address it and 13 per cent oil derivation and other 

derivative accrued to the federation account be given directly to the communities as a way of 

reducing poverty. 
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 INTRODUCTION 

Nigeria is an oil driven economy, the largest oil producing nation in Africa which accounted 

for 98% export earnings and 83% government revenue, 14% of its GDP, 95% of Nigeria 

foreign earning and 65% of government budgetary revenue (World Factbook, 2017) and upon 

this blessing yet to translate the abundance to manifest in the faces of her citizen positively as 

it continue to experience quite unimaginable trend of constant increase in poverty and 

unemployment over the years. Yes, it is a clear evidence that the greatest problems facing the 

Sub-Saharan African continent which Nigeria is not an exception are the unresolved issue of 

poverty and high rate unemployment which have continued to plague the continent and it is a 

describable characteristic overtime. These have defaced the core value in term of improved 

standard; growth and development for the past decades of independence remain absurd. It is a 

country whose labour force by occupation: agriculture accounts for 70%, industry 10%, 

service sector accounts for 20% yet unemployment has continued to rise from 13.9% in 2016 

to 16.5% in 2017 with unexpected increase of 23.10% in 2018. The country is rated among 

the poor countries in the world with per capital GDP of $5900 in 2017 from $6100 in 2016 

and by country comparison 166 in the World Factbook (2017). 

In June, 2018 the fair share of all odd is the emergence of Nigeria to be rated the most poor 

nation conveniently overtook India with an estimated 87 million living in extreme poverty 

while India rating estimate of 71.5 million people living in poverty which by implication 

shows that nearly 50% of the country citizenry are living below $1.90 daily (CNN). An 

increase in the projection can better be explained to the oil slump that slide the country into 

economic recession in 2016, unaddressed issue of inequality and wide range of corruption 

long eroded the core value of the country. 

The Gini coefficient of Nigeria as at 2018 stood at 39.00% compared with Finland and 

Slovakia whose index were 27.5% and 26.10% respectively. This implies that the higher 

index number the higher the inequality. The Gini coefficient gives information on the 

distribution of income in a country. In a utopian or unreal situation in which incomes are 

perfectly distributed, the coefficient is expected to be equal to zero.  

For example, the revenue from oil increases from N82.67b in 1991 to N164.08b in 1992. It 

rose to N324.55b in 1995. The Nigeria economy also recorded an increase in oil revenue in 

year 2000 amounting to N1591.68b while the non-oil recorded an increase from N18.33b in 

1991 to N26.33b in 1992. The non-oil revenue increased significantly from N135.44b in 1995 

N314.48b in 2000.There was a constant increase in the non-oil revenue to a tune of 

N34070.2m in 1998 and a down fall of N19492.9 in 1999 and a rebounce in the sell to a tune 

of N24822.9m (CBN /NBS). 

Also, the oil revenue recorded the highest ever in the history of Nigeria five years 

consecutively from N5596.09b, N8879.97b, N8025.97b, N6793.82b and N3830.10b in the 

years 2010-2014 respectively.  Nigeria had an unexpected downfall trend in 2015 and 2016 

due to international oil volatility and bombing of oil facilities in the delta region of Nigeria 

deterring the country to export for revenue. In a similar experience, the non-oil revenue as at 

2010 was N1907.58b and N2237.88b, N2628.78b, N2950.56b, N3275.03b, N3082.41b and 

N2985.13b from 2011, 2012, 2013, 2014, 2015 and 2016 respectively (CBN). 

The striking objective of this paper is to analyse whether or not Nigeria oil revenue and non- 

oil earning have reduced or increased poverty using econometric tool for the analysis. In this 

study a contributory measure would be made as a strategic aim at reducing it if at all any of 

the variables tends to increases it. 
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World Bank conceptualised Poverty as a deprivation which does not only limit one to 

material, income needed to maintain the basics of life but also non-material like: 

vulnerability, noiselessness, powerlessness and mental disposition. It is a condition in which 

poor are ultimately denied of rights to life. A form of human degradation which exclude 

sufferer the capacity to access the utilities desire for a man in a civilised world such as 

infrastructures, qualitative education, good health, security and political participation that 

enable one to determine good governance. By virtue of this perception, a society can be 

adjudged to be poor if one of these elements mentioned is inaccessible to a quite number of 

its population. 

Poverty in Africa is as a result poor governance, corruption, poor judicial system, inter–intra 

conflicts, low investment and resource mismanagement. If these problems aforementioned 

are allowed to prevail in a country plagued for long time the inter-generation future would 

not be palatable. 

2. Literature Review  

 Concept of Oil revenue/Non-oil revenue and Poverty 

Oil revenue is all income accrual or proceeds from sale of oil product at the international 

market. The non-oil revenues thus are revenues from the sale of agriculture product/crops, 

manufacture goods, income from tourism, solid mineral inclusive and other services not 

direct from the oil sale. 

Awe and Ajayi (2009) empirically evaluated the effect of revenue from Agriculture, solid 

mineral and manufacturing sectors on the gross domestic product using the integration test 

illustrated the complex affiliation between non-oil revenues and economic growth. The sub 

division of non oil income base proved significant in exception of manufacturing. 

The effect of non-oil revenues on Nigerian economic growth from 1993-2012 was analyzed 

by Akwe (2014) that charge on fossil oil and economic growth has a direct effect, he found. 

He recommended that government efforts at all levels to ensure that non-oil tax collections 

are increased as it has the strength to enhance growth. He also recommended that the 

government improve its administrative structure in order to eliminate gaps and delays in the 

assessment and fossil income tax collection in Nigeria. 

Ogbogbo (2006) studied the relationship that exists between oil and economic growth which 

he described as 'rather than the fortunes of the people increasing with the coming of crude oil 

exploitation and production their situation become worse' 

Angaye (2005) sees poverty as more engulfing within human population. However, while the 

numbers have continued to decrease in advanced countries over the years, African countries 

poverty rate increases unimaginably. 

 

Aku, Ibrahim and Bulus (1997) described poverty from five deprived levels: (i)Social and 

physical deficiency faced with wellbeing, nutrition, literacy, impairment in education and 

lack of confidence; (ii)Economic denial arising from a lack of avenue to services, jobs, assets, 

development factors and finance; (iii)Economic exclusion from refusal to participate entirely 

in economic, political and economic action; (iv)cultural lack of access to values, beliefs 

intelligence, information and behaviours that deprive individuals of power over their own 

destinies; and (v)Political deprivation in the absence of a political voice to take part in 

decisions affecting their lives. 
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Rizwanul Islam (2004)wrote on the relationship between Economic Growth, Employment 

and Poverty reduction using a cross country data and found out that poverty reduces growth 

and inequality. 

Ewubare, and Okpani (2018) examined the connection between poverty and inequality using 

variable like national poverty index, unemployment rate, life expectancy while Gini 

coefficient was proxy as inequality for dependent variables and discovered that both are 

positively related. 

Amassoma and Nwosa (2013) used the statistical tool of co-integration via the error 

correction modelling approach to test for the short run and long run impact of unemployment 

and productivity in Nigeria from the period 1986-2010 and found that unemployment rate is 

inconsequential on productivity in Nigeria for the time and concluded that the Nigerian 

government put little or no focus On the rising unemployment rate, though productivity 

growth does not impact. 

Umaru, Donga, & Musa (2013) examined the impact of unemployment and inflation on 

Nigeria economic growth during the period 1986-2010 by applying Augmented Dickey 

Fuller to check the unit root property of the sequence and the causality of Granger to assess 

the cause of GDP, unemployment and inflation. 

    GOVERNMENT EFFORT IN REDUCING THE TRENDS 

Successive government and administration seem not to live any stone unturned by 

institutionalizing policy and programmes aimed at promoting economic/entrepreneurs 

development and innovation for her citizens battered with poverty. A typical example of such 

programmes includes the Youwin programme, National Poverty Eradication Programme 

(NAPEP), Family Economy Advancement Programme (FEAP), Better Life for Rural 

Women. The recent programme initiated by administration of President Muhammadu Buhari 

include, N-power with a clear target of creating job for 500,000 graduate, 100,000 for non-

graduates.  

- Local home-grown feeding scheme with an integrated feeding program of 5.5 million 

schools children and value chain of employing cooks and farmers as subsidiary beneficiaries 

in rural area 

- National Cash Transfer Programme (NCTP) with an objective plan for the transfer of 

unconditional cash to Nigeria's poorest of the poor and Government Empowerment  and 

Enterprise programs(GEEP) hope to empower over 1.66 million engaged in micro, SME in 

Nigeria. It is pertinent to say that the success of these programmes was made possible due to 

huge return from oil sells. The various governments in the past attempted to improve & 

bridge the gap of inequality were however faced with constraints. The trends of pervasive 

unemployment rate and poverty have remained unabated ascribed to systemic corruption, the 

failure of these programme to include 70% of rural dwellers in ensuring that the Millennium 

Development Goal is achieved hence created an absolute disconnection between income 

earned from oil and non-oil revenue and have translated to broad inequalities in the general 

well-being of people. Despite these seemingly negative findings, the World Bank in its report 

in 2014 predicts that improved economic outlook and prospects for continued growth and 

concluded that poverty rates are hopefully to be dropped, but surely uneven across Nigerian 

region. 

 

 



African Journal of Business and Economic Development | ISSN: 2782-7658 

Vol. 1, Issue 8, Series 2 (August, 2021) | www.ijaar.org 

 

5 
 

3. Methodology 

3.1. The variables sources and types of data 

The data for the estimation has three main variables: poverty, oil and non-oil revenue and it is 

a yearly time series data spanning from 1980-2018 periods. The data are sourced from CBN 

annual data of various issues. The descriptive analysis is employed to ascertain the statistical 

relevance and property of the raw data. 

Table 1: Data Presentation 

 

 

YEAR P O NON 

1980 36.20 8.23 4.51 

1981 36.70 8.56 4.73 

1982 37.20 7.81 3.62 

1983 37.70 7.25 3.26 

1984 38.20 8.27 2.98 

1985 38.70 10.92 4.13 

1986 39.20 8.11 4.49 

1987 39.70 19.03 6.35 

1988 40.20 19.83 7.77 

1989 40.70 39.13 14.74 

1990 41.20 71.89 26.22 

1991 41.70 82.67 18.33 

1992 45.00 164.08 26.35 

1993 46.90 162.10 30.67 

1994 47.20 160.19 41.72 

1995 47.70 324.55 135.44 

1996 51.90 408.78 114.81 

1997 52.10 416.81 166.00 

1998 53.50 324.31 139.30 

1999 55.00 724.42 224.77 

2000 56.00 1591.68 314.48 

2001 53.20 1707.56 908.46 

2002 45.08 1230.30 500.99 

2003 40.10 2074.28 500.82 

2004 40.06 3354.80 565.70 

2005 40.72 4762.40 785.10 

2006 41.74 5287.57 677.54 

2007 41.89 4462.91 1264.60 

2008 42.90 6530.60 1336.00 

2009 43.00 3191.94 1652.65 

2010 43.90 5396.09 1907.58 

2011 44.50 8878.97 2237.88 

2012 45.10 8025.97 2628.78 

2013 45.70 6809.23 2950.56 

2014 46.30 6793.82 3275.03 

2015 46.90 3830.10 3082.41 

2016 47.50 2693.91 2985.13 

2017 48.10 4109.80 3207.90 

2018 53.70 1465.31 946.90 

Source: Central Bank of Nigeria 
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Table 2: The descriptive statistics 

 P O NON 

 Mean  44.43821  2183.953  838.6846 

 Median  43.90000  724.4200  224.7700 

 Maximum  56.00000  8878.970  3275.030 

 Minimum  36.20000  7.250000  2.980000 

 Std. Dev.  5.455994  2650.339  1102.950 

 Skewness  0.515516  1.017514  1.162616 

 Kurtosis  2.314484  2.789156  2.871278 

 Jarque-Bera  2.491056  6.801920  8.812817 

 Probability  0.287789  0.033341  0.012199 

 Sum  1733.090  85174.18  32708.70 

 Sum Sq. Dev.  1131.179  2.67E+08  46226955 

 Observations  39  39  39 

Source: Authors computations 

 

The descriptive statistics above, much emphasis will be on the skewness and kurtosis. Right 

long tail implies that the distribution is outright positive while a long left tail indicate a 

negative skewness distribution. In the same wise, whenever a kurtosis shows a figure less 

than 3, the distribution is relatively flat and normally distributed. However, based on the 

aforementioned criterion, descriptive statistic revealed that poverty is skewed to zero 

therefore it is normally distributed while the variables oil and non-oil revenue thus not 

normally distributed because their respective skewness figure are 1.01 and 1.16 respectively. 

Also, kurtosis in the descriptive table shows that all the variables are normal because they all 

fall below 3. It can be concluded that there are no outliers in the data set and it is relatively 

symmetrical for analysis. 

 

Table 3: Residual correlation matrix 

 

 InP InO InON 

InP  1   

InO  0.210595  1 
 

InNON -0.075576  0.576079  1 

Source: Authors computation 
 

The results of residual correlation matrix show surprise positive correlations between the 

poverty and oil revenue. Also, the poverty indicates a negative relationship between non-oil 

revenue. Surprisingly, only non-oil revenue of the variables coefficient satisfies a priori 

expectation of economic theory. Although the variables are not highly correlated signifies the 

absence of multicolinearity. 

 

3.2 The Model of the Study 
Before estimating the parameters, the data were log-log transformed and upon that unit root 

testing was conducted to ascertain the stationarity property. Both the exogenous and 

endogenous variables were found to be stationary at order one(1) i.e 1(1). 
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Table 4: Unit root results 
 

Variables     T.Statistics     @ 5%      Probability      Remark       Difference 

LP                 -3.185262      -2.945842    0.0292            Reject           1(1) 

LO                  -5.790002     -2.943427    0.0000            Reject           1(1) 

LNON            -5.850055     -2.943427    0.0000            Reject            1(1) 

Source: Authors computation 

 

The second aspect of the procedure was the testing or subjecting the original data to Johansen 

co-integration test and found to be co-integrated i.e one co-integrating denoting asterisk sign 

(None) which implies that variables have a long run relationship in the trace test shown in 

table 5. 

 

Table 5: Johansen Co-integration test 

      

     
       Trace 0.05  

No. of CE(s) Eigenvalue Statistic Critical Value Prob.** 

     
     None *  0.599463  46.00021  29.79707  0.0003 

At most 1  0.222346  12.14712  15.49471  0.1500 

At most 2  0.073950  2.842604  3.841466  0.0918 

     
     Source: Author estimates 

 

Table 6: The Normalized co-integrating coefficients 
 

P O NON   

 1.000000  0.057677 -0.106790   

  (0.00822)  (0.01831)   

Source: Author estimates 

 

In the course of normalization, the long run co-integrating equation is reversed to pave way 

for economic interpretation and are expressed in elasticity form since the data are logged 

transformed thus 1% change in oil revenue will result to 5.77% decrease in poverty while 1% 

change in non oil revenue increase poverty by 10.68% 
 

Due to the relationship that exists between two and more variables, the Standard Vector Error 

Correction Model was used for the regression. In this aspect all variables are treated as 

dependent variable in the course of analysis. Pesaran et al,.(2001) and Atif et al,.(2010) the 

vector auto-regression (VAR) as VAR of array p is modify for this work. 

𝐼𝑛𝑍𝑡  =  µ +   𝛽𝑖 

𝑝

𝑖=1

𝑧𝑡−𝑖  + 𝜀𝑖    …………………………………………………………… . (1) 

Where ln is natural log, zt is the vector of both the dependent and the set of explanatory 

variables modelled in the study. Subsequently, a Vector Error Correction Model (VECM) 

was developed since all variables were found to be co-integrated on order one and if they are 

not Vector Autoregressive Model desirable for the analysis. 
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Similarly, 

𝐼n∆zt =  μ +  αt +  ℷzt−1 + 𝑦𝑡

p−i

i−1

∆𝑦𝑡−𝑖 +   𝑦𝑡

𝑝−1

𝑖−1

∆𝑥𝑡−𝑖 +  𝜀𝑡 …… . (2 

Where zt is the vector of xt and  yt , where  yt is the dependent variable defined as the 

poverty, while xt is the vector matrix which represents a set of explanatory variables and this 

includes: oil revenue, non-oil revenue while t is a time or trend variable. Where∆ is the first-

difference operator and multiplier matrix ℷ which is stated as: 

ℷ =  
ℷ𝑦𝑦 ℷ𝑦𝑥
ℷ𝑥𝑦 ℷ𝑥𝑥

  ……………………………………………………… . . (3) 

 

The crosswise elements of the matrix are unrestricted, so the selected element in the series 

can be either I(0) or I(1). If ℷ𝑦𝑦 is = 0, then 𝑦 is I (1). In contrast, if ℷ𝑦𝑦˂0 then 𝑦 is I (0).  

According to Pesaran et al. (2001), 𝑦t be I (1) variable, but the regressors 𝑥t be either I(0) or 

I(1). In the study, 𝑦 for all the dependent variables in the model series was I(1).  

According to Atif et al., (2010), the VECM procedures described above are imperative in the 

testing of at most one co-integrating vector between dependent variable 𝑦t and a set of 

regressors 𝑥t.i. To derive the empirical model, the postulations made by Pesaran et al. (2001) 

in Case III unrestricted intercepts and with no trends was followed. After imposing the 

restrictionsℷ𝑦𝑦 = 0,μ ≠ 0, and α=0 hypothesized function can be stated as the following 

unrestricted error correction model (UECM) for each of the model with structural lags 

established by using minimum Akaike information criteria (AIC) of two(2) lag length. In 

formulating VECM one period lag will be lost (P-1). A VECM is a VAR in first difference 

and whenever a VAR is difference one lag period is lost. 

Table 7: VAR lag order selection criteria 

 

       
        Lag LogL LR FPE AIC SC HQ 

       
       1  36.05414 NA   4.66e-05 -1.462386  -1.070541* -1.324242 

2  50.68005   24.50827*   3.46e-05*  -1.766489* -0.982799  -1.490202* 

       
       Source: Authors computations 

 

4.1 Vector Error Correction Estimation and Interpretation 

Table 8 

    

    Cointegrating Eq:  CointEq1   

    
    LP(-1)  1.000000   

    

LO(-1)  0.353842   

  (0.09255)   

 [ 3.82344]   
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LNON(-1) -0.398869   

  (0.09491)   

 [-4.20270]   

    

C -3.937200   

    
    Error Correction: D(LP) D(LO) D(LNON) 

    
    CointEq1 -0.080834  0.783643  1.395789 

  (0.03657)  (0.43736)  (0.34361) 

 [-2.21053] [ 1.79176] [ 4.06207] 

    

D(LP(-1))  0.652948 -2.378667  0.507141 

  (0.15416)  (1.84376)  (1.44856) 

 [ 4.23560] [-1.29012] [ 0.35010] 

    

D(LO(-1))  0.037486 -0.267029 -0.255948 

  (0.01986)  (0.23758)  (0.18665) 

 [ 1.88714] [-1.12397] [-1.37125] 

    

D(LNON(-1)) -0.028624  0.052329 -0.151977 

  (0.01977)  (0.23648)  (0.18579) 

 [-1.44769] [ 0.22128] [-0.81799] 

    

C  0.004057  0.192819  0.209283 

  (0.00714)  (0.08545)  (0.06713) 

 [ 0.56790] [ 2.25657] [ 3.11746] 

    
     R-squared  0.401926  0.117512  0.386022 

 Adj. R-squared  0.327167  0.007202  0.309274 

 Sum sq. resids  0.043833  6.270252  3.870360 

 S.E. equation  0.037011  0.442657  0.347777 

 F-statistic  5.376267  1.065284  5.029776 

 Log likelihood  72.15751 -19.66135 -10.73568 

 Akaike AIC -3.630136  1.333046  0.850577 

 Schwarz SC -3.412444  1.550738  1.068269 

 Mean dependent  0.010287  0.138992  0.143223 

 S.D. dependent  0.045120  0.444260  0.418454 

    
     Determinant resid covariance (dof 

adj.)  1.95E-05  

 Determinant resid covariance  1.26E-05  

 Log likelihood  51.21899  

 Akaike information criterion -1.795621  

 Schwarz criterion -1.011931  

    
    Source: Authors estimates. 

The  long run cointegrating equation  are expressed in elasticity form since the data are 

logged transformed thus 1% change in oil revenue will result to 35.3% increase in poverty 

and same wise 1% change in the non-oil revenue decrease poverty by 39.8%. 
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The Error Correction Term in the estimate shows that the previous period deviation from the 

long run is corrected in the current period at an adjustment speed of 8%. This implies that 

proceeds and programmes in both oil and non-oil have influences in short run change in 

poverty over the periods. 

The short run cointegration equation for the oil and non-oil revenue lag(-1) shows that 

percentage change in both are associated with increase of 3.7% and decrease of 2.8% in the 

lag of poverty respectively on average if all things being equal in the short run. 

4.2 Pair wise Granger causality 
To know the direction of the causal effect using the rule of thumb or decision criteria is that 

when the P-value is below 0.05% level of significance null hypothesis is rejected. In this case 

oil revenue granger cause non-oil revenue in the short run and thus a unidirectional. This 

implies that any change or distortion in the oil revenue affects the non-oil revenue sectors.   

Table 9  

 

    
     Null Hypothesis: Obs F-Statistic Prob.  

    
     LO does not Granger Cause LP  37  0.54395 0.5857 

 LP does not Granger Cause LO  0.88779 0.4215 

    
     LNON does not Granger Cause LP  37  0.61978 0.5444 

 LP does not Granger Cause LNON  1.27836 0.2923 

    
     LNON does not Granger Cause LO  37  0.68029 0.5136 

 LO does not Granger Cause LNON  5.89976 0.0066 

    
    Source: Authors estimates 

4.3 Granger causality/Block Exogeneity Wald Test 

Since the entire variables are short run relationships and equally stated in null hypotheses 

thus a criteria for rejection is that the P –value of the chi-square statistic is less than 5%. The 

only dependent variable oil revenue expectedly to be rejected is slightly above 5% and 

therefore cannot be rejected. Unlike the granger, the exogeneity wald test also indicated that 

none of the variables neither satisfies criteria for rejection.  
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Table 10 

    
        

Dependent variable: D(LP)  

    
    Excluded Chi-sq Df Prob. 

    
    D(LO)  3.561305 1  0.0591 

D(LNON)  2.095808 1  0.1477 

    
     All  4.065222 2  0.1310 

    
        

Dependent variable: D(LO)  

    
    Excluded Chi-sq df Prob. 

    
    D(LP)  1.664402 1  0.1970 

D(LNON)  0.048965 1  0.8249 

    
    All  1.670120 2  0.4338 

    
        

Dependent variable: D(LNON)  

    
    Excluded Chi-sq df Prob. 

    
    D(LP)  0.122569 1  0.7263 

D(LO)  1.880329 1  0.1703 

    
    All  2.017044 2  0.3648 

    
    .    

Source: Authors Estimates 

4.4  Diagnostic test 
The essence of diagnostic checking is to ascertain whether or not the regression result 

violates the classical assumption of ordinary least square. The power of regression shows that 

40% of the explanatory variables explain the variation in poverty level implying that 60% of 

the variables not captured and unexplained will explain the variation in the poverty level. 

However, this low level is not enough to invalidate the result rather diagnostic check/test the 

strength and forecasting level of the regression. The residual and stability diagnostic test is 

run on the result to include joint serial correlation LM test, Jarque- Bera test of Normality, 

Heteroskedasticity and Ramsey Reset testing for specification error. 

  



African Journal of Business and Economic Development | ISSN: 2782-7658 

Vol. 1, Issue 8, Series 2 (August, 2021) | www.ijaar.org 

 

12 
 

Table 11 

Problems               Test Statistics                    Probability                            Inference 

Normality              Jaeque –Bera                     = 0.2008                                Normality 

                              Joint test: 0.0328 

                                               0.8478 

                                               0.5010 

Serial correlation          Brausch-Godfrey LM     =0.7112                         No serial correlation 

                                          =6.2834 

Heteroskedasticity              2.5038                       = 0.2860                          Homoskedastacity                       

                                            F(2,36)                                                      

Model Specification         Ramsey-Reset             F(1,35)               

                                          =0.8832                      =0.3832                           Rightly specified 

Source: Authors computation 
 

5.1 Conclusion 

The study is to critically look at the interconnection amid poverty and revenues in Nigeria. 

The study employed Vector Error Correction Mechanism (VECM) to determine the long and 

short run effect of the variables on poverty. The paper uses annual time series data spanning 

from 1980 to 2018. The paper uses residual correlation matrix to ascertain the variables are 

free from multicollinearity. Also, in order to ensure there are no outliers in data, descriptive 

statistics was employed and found that poverty is skewed with zero coefficient. First in 

process, the data were log transformed upon which unit root was tested to ascertain the level 

of stationarity and found to be integrated at order one. Johansen cointegration test was done 

using the original or untransformed data and was found to have one cointegrated equation 

which necessitated the usage of Unrestricted VAR–VECM with lag criteria of two. This 

implies that the model will experience disequilibrium or deviation from long run trend and a 

trend of eventually take a course to reshape the disequilibrium position back again. The 

VECM long run provide evidence that oil revenue in Nigeria stand tall in increasing poverty 

while the non oil revenue decrease poverty signifying that the  oil revenue proceeds are not 

adequately channelled to make Nigeria better off.  

The pair wise granger causality revealed that oil and non-oil revenue has a unidirectional 

relationship and block exogeneity wald test shows that in both revenues do not have causal 

effect on poverty. 
 

5.2 Recommendation.   

Going forward, prompt and effective policy on revenue leakage should be a centre point in 

addressing the revenues shortfall. In doing so, agencies in the revenue collection be 

decentralized top-down and strengthened with accounting information in order for them to 

perform their functions. This will further enable tax payers to ascertain and measure the level 

of tax with development. 

Thirteen percent derivation and other derivatives accrued to the Federation Account should 

be given back to the communities directly. In doing so, each money spent on project be 

accounted and sanctioned yearly.  

Policy on progressive tax system and agency be constituted to boost revenues such that the 

proceeds that define progressive pool can be use directly to impact positively on the masses 

and reduce poverty. The government should intensify its effort to fight against corruption 

holistically. 
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