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CHAPTER ONE
1.1 INTRODUCTION

Poverty is one of the intractable problems facing mankind today. In 1995, an estimated 1.3
billion people out of the estimated 5.8 billion people in the world were living in the shackles

of extreme poverty, living on less than one dollar a day (Human Development Report, 1998)

Poverty is a plague-affecting people all over the world and it is a condition that denies
individuals the right to exercise their full potentials. There is no universally accepted
definition of poverty. but poverty can be defined as having insufficient income to meet the
basic human needs of life. If the real national income of a country is small that country will
be poor, and a higher standard of living for its people can be achieved only by an increase in
the total volume of production. Poverty has often been defined as a situation of low income

or low consumption.

Essentially. it is not difficult to recognize the poor. The poor are those who are unable to
obtain adequate income, find a stable job, own properties or maintain healthy living condition.
They also lack an adequate level of education. cannot satisty their basic health needs and their
minimum basic needs of food, clothing and shelter. Poverty amidst plenty is a striking feature
of the Nigerian scene. Nigeria is the richest in the continent yet millions of her people are
poor. According to the Human Development Report (1998), Nigeria is one of the 25th
poorest countries in the world and more than one third of her populace is not expected to
survive beyond the age of 40. This is not the Nigerian dream. It is the Nigerian paradox.
Poverty is a more setious problem in our sociely than in societies with much less income and

wealth. Poverty amidst poverty is easier to understand and even condone but in a land of




abundance. it is difficult fo comprehend why some people are inadequately fed, clothed and
sheltered. Poverty is a reality that needs to be studied, understood, appreciated and then

eradicated.

However, attempt made to alleviate poverty in Nigeria has been fruitless. A true welfare
package which should be aimed at sustaining and augmenting the living standard of the poor
has not been formally implemented in Nigeria. The most recent poverty programme is the
Poverty Alleviation Programme (PAP) introduced in 1999 by the Obasanjo administration

which has only helped in elevating poverty in the country.

The proportion of poverty is often determined by the poverly line, usually based on the level
of income or consumption expcnditure by households, nllhouglll poverty is felt and observed
especially by the poor themselves. Poverty can be identified in two ways: Absolute and
Relative Poverty. If the physical human subsistence that is nutrition, clothing and housing is
not guaranteed, it can be referred to as Absolute Poverty and Relative poverty refers 1o a
person or household whose provision with goods is lower than that of other persons or

households.

Absolute and Relative poverty can also be seen from two perspective microeconomics and
macroeconomics. In micro economics terms, poverty refers to a situation in which individual
persons or households are not able to satisfy their basic needs. From a macrogconomics
perspective, poverty exists when the average inhabitants of a country live below the minimum
subsistence level. Thus, while the macrocconomics concept specifies the country, micro

cconomics perspective is concerned with houscholds or individuals.




Governments concern for the fate of the poor in developing countries has heightened in recent
years but the economies of these countries were constrained with a rather hostile external and
internal economic and environmental hardship. Some of these entanglement encountered are
a recurring external debt-servicing burdens, disequilibrium in terms of trade, high and
widespread unemployment, high rate of inflation, capital flight, low capacity utilization and
high population growth. To that extent. sharp criticisms emanated from the various corners of
the country about the inability of the government to desian and implement strategies for
meeting the basic human needs of the society so as to ensure a just and egalitarian society.
Apparently. the plights of the poor and the need © rearticulate development programmes have
dominated discussions of contemporary schemes, However, Nigeria is yet to formulate a
rehabilitative welfare package difected towards alleviating poverty problems despite the
attention and seriousness it deserves. A large proportion of Nigerians in the rural area still
lack access to the basic social services. This is unconnected with the nature of the strategies,
which are broad based and not targeted at any particular group. Various development plans
designed to cushion the social welfare of the people has not been implemented to the latter.
Better still, the expenditure structures of the government really give credence and confirm her
unflinching commitment to the people’s welfare. Yel, mass poverty has remained the most

prevalent socio-economic problem in Nigeria society.

Finally, the indicators of poverty in Nigeria will remain alarming. Poverty alleviation in
Nigeria requires among other strategies, the access of the poor to productive assets, the raising
of their returns on the assets, increasing their access Lo education and health services,
improving their employment opportunities and supplementing their resources with income or

resource transfer.
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12 STATEMENT OF RESEARCH PROBLEM

Poverty in Nigeria has continued to growth worse and wide spread. Despite the
institutionalization of several poverty alleviation programmes, which are not universal, many
have performed below expectation due to insincerily of purpose on the part of the
government, bureaucracy and inability (o distinguish between economic development

planning and social development planning.

Firstly, the degree of inequality in the Nigerian economy and its effects on the overall
petformance of the economy need to be highlighted. This shows fully the extent of poverty
and reflects how easily the rich are getting richer while the poor are getting poorer thus

widening the inequality gap.

Secondly, the effectiveness of govérnmem programmes towards poverty alleviation needs to
be examined. This helps reflects how concerned the government is in the area of eradicating
poverty and how fully the policies adopted are implemented to ensure a measurable size of
poverty eradication in the overall economy through employment of efficient work force and

encouraging them through a good wage system.

Thirdly, the problem of the determination of the magnitude of poverty in the Nigerian
economy and how it is been affected by total savings, private consumption expenditures and
inflation rate. This problem exposes the ugly situation of the Nigerian economy in terms of
poverty and its overall effects on local consumption of Nigerians, their savings due to reduced
income in form of wages and investing power of Nigerians since the little earned goes to

consumption.




Therefore, the relevant problem which the study seeks to find solution to is the degree of
inequality in the Nigerian economy, ineffective government programmes towards poverty

alleviation and determination of the magnitude of poverty in the Nigerian economy.
1.3 THE AIMS AND OBJECTIVES OF THE STUDY

The general objective of this research is to highlight how economic analysis can conttibute to
our understanding of the nature and causes of poverty among various socio-economic groups

in Nigeria. Specific objectives of the research include the following. To:

i Highlight the degree of inequality in the Nigeria society and its implication on the

overall economy.

e Examine the relative effectiveness of government programmes towards poverty

alleviation.

iii. Determine how total savings, private consumption expenditures and inflation rate

affect the magnitude of poverty in the Nigerian economy.
1.4 STATEMENT OF RESEARCH HY POTHESIS
The following hypotheses were determined for lesting:

i. Ho: That the degree of inequality in the Nigerian economy does not have an

implication on the overall performance of the economy.

Ha: That the degree of inequality in the Nigerian economy will have an implication

on the overall performance of the economy.

w




ii. Ho: That the government programmes are not effective in the alleviation of poverty

in the Nigerian society.

Ha: That the government programmes are effective in the alleviation of poverty in

the Nigerian society.

iii. Ho: That total savings, private consumption expenditures and inflation rate will not

affect the magnitude of poverty in the Nigerian economy.

Ha: That total savings. private consumption expenditures and inflation rate will
affect the magnitude of poverty in the Nigerian economy.

1.5 THE SIGNIFICANCE OF THE STUDY

i. The significance of this research work is to Jetermine the various causes of poverty so as to

enable Nigerians move away from their poor status to that of a more satisfactory state,

ii. To sce how the improved status of the people can be of benefits to the economic activities

of the business firms,

i To assist the government informulating and implementing programmes that would

eventually eradicate poverty in the society.
iv. To assist student or researcher in this field.
1.6 SCOPE AND LIMITATION OF THE STUDY

The study covers the period 20 years spanning between 1987— 2007. The area of major

concern is the causes of paverty, its magnitude and effect on the Nigerian economy.
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Just like any other sudy of this nature in a depressed. under-developed or developing

economy, the study met some setbacks as expected of an exercise of this nature.

Notable among these setbacks was that of inadequate information or materials like books,

journals and periodicals to consult for knowledge development.

Another hindrance was that of finance which restricted the coverage of the work at hand. The

Jast constraint was that of time which was shared among several activities.
1.7 DEFINITION OF TERMS/CONCEPTS

Poverty: On the surface. defining poverty would appear to be a simple matter.
However, there are many perceptions to it. Among economist, poverty has often been defined

as a situation of low income or low consumption. The classic definitions are as follows:

Human Poverty: This is the lack of essential capabilities such as being literate or adeguately

nourished.

Income Poverty: The lack of minimum adequate income for expenditure and maintain

healthy living conditions

Exireme Poverty: Indigence or destination usually specified as the inability to satisfy

minimum food needs.

Overall Poverty: This is the inability of an individual to satisfy essential non-food as well as

food needs

Relative Poverty: This is also called secondary poverty. [t oceurs as households overtime
fall short of the resource t0 maintain their living standard. It changes across countries or

overtime.




Absolute Poverty: This is also known as primary poverty. It is a situation where households
cannot meet the basic physiological survival needs (food, clothing and shelter). It is defined

by a fixed standard.

Poverty Line: It is that income level below which a minimum nutritionally adequate diet
plus essential non-food requirements are unaffordable. [t is a measure that separates the poor

from the non-poor.

Human Development Index (HDI): This measures the average achievement of a country in
basic human capabilities whether they live a long and healthy life, educated and
knowledgeable and enjoy a decent standard of living. The three key components of HDI are
standard of living, knowledge and longevity. The atiractiveness of the HDI, based on these
three quantifiable compenents, is that it is simple. complex and objective rather than

subjective.

Integrated Poverty Index (IP): [PI combines the population below the poverty line with
the income gap ratio (the percentage income gap between the country and the country with
maximum GNP per capita among couniries under study), the distribution of income among

the poor and the annual rate of growth of the GNP per capila.
Basic Need Index (BNI): BNl uses education and health data to indicate social development.

Gender Development Index (GDI): The GD1 measures the magnitude of the disparity.
Firstly, by expressing each of the three components of the HIDI in terms of the female value as
a percentage of the male value and secondly, by multiplying the overall HDI by the simple

average female-male ratio to obtain the gender-disparity adjusted HDL.




Vicions Cirele of Poverty: It is conceived as a vicious circle of compeunding circumstances
that leave the poor with few, if any. choices. Individuals constrained within this circle
experience little improvement from year. The common feature of poor people whether male

or female or whether found in developing or developed countries is that they are constrained

within the vicious circle of poverty.
1.8 THE PLAN OF THE STUDY
This research work is divided into five (5) chapters.

Chapter one contains the background to the study, statement of research problems, aims and
objectives. hypothesis testing, significance of the study, scope and limitation, literature review

and definition of terms.

Chapter two undertakes the review of relevant literature on poverty.
Chapter three considers research methodology

Chapter four focuses on data analysis and interpretation of results.

Chapter five contains the summary of findings, conclusions and recommendations.




CHAPTER TWO
LITERATURE REVIEW
2.1 CONCEPT AND NATURE OF POVERTY

A concise and universally accepted definition of poverty is elusive largely because it affects
many aspects of the human conditions, including physical, moral and psychological. Different

criteria have, therefore, been used to conceptualize poverty.

Most analyses follow the conventional view of poverty as a result of insufficient income for
securing basic goods and services. Others view poverly. in part, as a function of education,
health, life expectancy, child mortality etc. Blackwood and Lynch (1994), identify the poor,

using the criteria of the levels of consumption and expenditure.

Further, Sen (1983), relates poverty to entitlements which are taken to be the various bundles
of goods and services over which one has command, taking into cognizance the means by
which such goods are acquired (for example. Money and Coupons etc} and the availability of
the needed goods. Yet, other experts see poverty in very broad terms, such as being unable to
meet “basic needs” — (physical; (food, health care, education, shelter ete. and non—physical;

participation, identity, etc) requirements for a meaningful life (World Bank, 1996).

Poverty may arise from changes in average income or changes in the distribution of income.
Let us for instance, assume a relationship between the poverty line (L) below which an
individual is poor and the average incomes ol the population (Y). The poverty index will
decrease (increase) as L (Y) increases (decreases). Since higher average incomes are above

the poverty line, other things being equal there will be less povetty.




Among the “other things” that are equal is the distribution of income, Compare for instance,
two countries with identical mean incomes (and poverty line), but with one having a wider
area of distribution of incomes (that is one with greater income inequality); poverty will
generally be greater in the country with higher inequality, since there will be relatively more

people with incomes lower than the poverty ling (L). Thus. the distribution of income has an

important influence on poverty.

Social science literature is replete with attempts by economists and social scientists o
conceptualize the phenomenon of poverty. Broadly, poverty can be conceptualized in four
ways; these are lack of access to basic needs: a result of lack of or impaired access to
productive resources; outcome of inefficient use of common resources; and result of
“exclusive mechanisms”. Poverty as lack of access to basic needs is essentially economic or
consumption oriented. It explains poverty in material terms and specifically employs
consumption-based categories to explain the extent and depth of poverty, and establish who is
and who is not poor. Thus, the poor are conceived as those individuals or households in a
particular society, incapable of purchasing a specified basket of basic goods and services.
Basic goods are nutrition, shelter, water and healthcare, access to productive resources
including education, working skills and tools and political and civil rights to participate in
decisions concerning socio-economic conditions (Streeten and Burki, 1978). The first three
are the hasic needs necessary for survival, Impaired access to produclive resources
(agticultural land, physical capital and financial assets) leads to absolute low income,
unemployment, undernourishment etc. Inadequate endowment of human capital is also a

major cause of poverty. Generally, impaired access to resources shifts the focus on poverty




and it curtails the capability of individual to convert available productive resources to a higher

quality of life (Sen, 1977) and (Adeyeye, 1987).

Poverty can also be the outcome of inefficient use of common resources. This may result from
weak policy environment, inadequate infrastructure, weak access to technology, credit etc.
Also, it can be due to certain groups using certain mechanisms in the system to exclude
“problem groups” from participating in economic development. including the democratic
process. In Sub-Sahara Africa (SSA), the agricultural sector was exploited through direct and
indirect taxation throughout the colonial and post-colonial decades leading to poor growth
performance of the sector, heightened rural-urban migration and employment crisis. In urban
SSA., Silver (1994) suggests three paradigms of exclusion: the individual’s specialization that
cannot be accommodated in the factor market (specialization paradigms); the various interest
groups that establish control over the input of available resources, for example, on goods and
labour markets and simultaneously foster solidarity within the respective interest groups
(monopoly paradigms); and the individual which has a troubled relationship with the

community (solidarity paradigm).

Poverty can be structural (chronic) or transient. The former is defined as persistent or
permanent socio-economic deprivations and is linked to a host of factors such as limited
productive resources, lack of skiils for gainful employmem,l endemic socio-political and
cultural factors and gender. The latter, on the other hand, is defined as transitory and is linked
to natural and man- made disasters. Transient poverly is more reversible but can become
structural if it persists. It is generally agreed that in conceplualizing poverty, low income or

low consumption is its sympton. This has been used for the construction of poverty lines.




Various theories have been advanced in order to put in proper perspective the mechanics of
poverty. The orthodox Western views of poverty, reflected in the “Vicious circle” hypothesis
stating that a poor person is poor because he is poor, and may remain poor, unless the
person’s income level increases significantly enough to pull the person in question out of the
poverty trap. To the classical school of thought, such improvement can only be real and
sustained, if and only if. the population grawth is checked and the “limits of growth™ are
eliminated. Further. the early classical theorists in the attempt to illuminate on the concept of
poverty based their analytical framework on the laws of diminishing returns which was
believed to be universal in content although this was later upgraded at the time of Alfred
Marshall and his contemporaries when the law of increasing returns in industry was more

clearly articulated.

Understanding the nature of poverty perhaps received a boust following Marxian theoretical
formulation largely based on the principle of exploitation of labour. Marxian theoretical
formulations presents the economy as ultimately polarized into a few rich capitalists and the
masses made up of the poor miserable workers. Technological progress, it was argued, would
be labour saving, resulting in displacement of workers to join the reserved army of the

unemployed, whose presence depresses the wage level.

Joseph Bocke developed a model of dualistic economies which was later popularized by
Arthur Lewis. In accordance with this model. the national ecé}nemy was divided with two
paralle] institutional production sectors, namely, the traditional sector and the modern sector.
The latter is dominated by foreign trade, technology investment and foreign management and

is characterized by the beneficial values of discipline, hard work and productive creativity. On
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the other hand, in the traditional sector, the static low- level equilibrium conditions advanced
by the vicious circle of poverty theory are said to hold. According to this school of thought,
the subsistence life style and a cultural value that are antitheses to economic growth and
modernization dominate, Local ineptitude and the people’s apparent lack of response to
normal monefary incentives to hard work therefore provide explanation for poverty. This

intuitively implies that the poor person is the cause of his/her poverty.

Understanding the nature of poverty became upgraded with the modern theoretical approach
that considers the income dimension as the core of most poverty related problems. Poverty
may arise from changes in average income. or changes in the distributed income. Equitably
distributed income increases the chance of the poor lo have access to basic services (food
consumption. housing etc), indeed, it is now generally agreed that although there is close
positive relationship between per cépita income (PCI) and the measures of well-being, it is not
so much the level of PCI which determines capabilities but how it is distributed. The
argument for growth as a precondition for poverty reduction is because it increases, mean
incomes and the narrowing of income distribution. Apain, @ major lesson that can be drawn
from the conceptualization of poverty abave is that any attempt to design pragmatic approach
to poverty alleviation has to adopt mixture of strategies since poverty is multifaceted in scope

and dimension.

Following Deng (1995), we can th'erefore categorize the l'ollov_xing as poor especially in the
Nigerian context

4. Those households or individuals below the poverty level and whose incomes are

insufficient to provide for their basic needs.




b. Households or individuals lacking access to basic service, political contacts and other

forms of support, including the urban squatters and “street” children.
G People in isolated rural areas who lack essential infrastructures

d. Female-headed houscholds (especially with pregnant women and mother’s who are

breastfeeding) and infants whose nutritional needs are not being met adequately.

B Persons who have lost their jobs and those who are unable to find employment (such
as school leavers and tertiary education graduates) as a result of economic reforms
introduced under Structural Adjustment Programmes (SAPs) and those who are in

danger of becoming the new poor.

f. Ethnic minorities, who are marginalized, deprived and persecuted economically,

socially, culturally and politically.
2.2 THE INCIDENCE OF POVERTY IN NIGERIA

In a recent survey (1996) carried out by the Federal Office of Statistics (FOS) and published
by the World Bank under the auspices of the National Planning Commission (NPC), titled
‘Poverty and Welfare in Nigeria 1997°. Nigeria's festering poverty profile was described as
“widespread and severe”. In a comparative analysis of welfare the Report ranked Nigeria
below Kenya, Ghana and Zambia and expressed concern over the dwindling purchasing
power of the people and the increasing income inequality in Nigeria which have made life

unbearable for the citizenry despite improved inflation rate”.

Available statistics at the national level shows that poverty level in Nigeria has been

extremely high, with about two thirds of the people below the poverty line in 1996. This
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situation might have been worse but for the damping effect the period 1985 to 1992 had on
poverty, when the rising trend of the earlier period was reversed, before the upward
movement resumed again. Specifically, poverty level went up 30% between 1980 and 1985,
going from 28.1% to 46% between 1985 and 1992, there was a drop of about 4 percent points
to 42.7%. However, by 1996, the level jumped up to 635.6%. an increase of more than 50% of

the 1992 figures. Comparatively, the level skyrocketed to 71.6% in 2000.

In absolute figures however, the population in poverty continued to rise over the 16-year
period. Despite the drop in poverty level in 1992, high population growth resulted in an
increase of about 5 million in the population in poverly over the period 1985-1992 the
estimated number of the poor therefore rose from 18 million in 1980 to 35 million in 1985, to

39 million in 1992 and to 67 million in 1996.

The movement in the per capital household expenditure (PHE) over the period determined
this pattern of poverty. After normalizing lor inflation the [igures revealed that PHE for 1996
was not only lower than for other years, but was less than half of 1980 (PHE). The figures (in

1996 prices) were N2400 for 1980, N1270 for 1985, N1780 for 1992 and N1050 for 1996.

Over the 16-years period, poverty on sectoral disaggregation was at a higher level in the rural
than in the urban. But the gap in the levels fluctuated, indicating that the two sectors had
different experiences in the period. The gap was 11 percentage points in 1980, 13 percentage

points in 1985, 8 percentage point in 1992 and 11 percentage point in 1996.

Urban poverty moved from 17.2% jn 1980 to 37.8% in 1985 but remained at the same level in
1992. By 1996 it had risen sharply to 58.2%. Whereas, rural poverty rose rapidly between

1980 and 1985, the figures being 28.3% in 1980 and 51.4% in 1985. There was a decrease of
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The analysis showed that the major factor leading to this result is the fact that the average size
of female-headed households is generally smaller than that of their male counterparts.

Consequently, the per capital consumption (which is the basis of poverty computation) in

female-headed housebold is higher than that of male headed households. However, the

e here is in respect of the gender of heads of household and not the gender of all
parison

persons in general.

ity level I IE of education of the
Al b Oad pat[g[‘[]c)fl()WL overty 1ev for higher leve. ducatio
thOugh, there was a DI
99(3, the poverty levels Tange(i

P very sharp.
head, however, the discrimination was nol very




m 72.6% for heads wi . ,

o With no schooling or primary school uncompleted to 49.2% for heads
ith post-secondat i : 5

with p ry education. But as it was for gender, so it is here. The comparison is in

spect of the education leve] of : .
resp level of the head of household and not that of all persons. Relatively,

the figure ranged from 60.1% 10 80,1% in 2000

Poverty level rose with the age of the head of the household. reaching a peak in the age group

§5-64 years and thereafter declined. In 1996, the peak was in the age group 45-54 years.

Indeed, in terms of quality of life, deterioration in income. ul%employment and poor social
infrastructures, the poor have become poorer between 1985 and 1997. The CBN survey on
poverty assessment while complementing the carlier work by the World Bank shows that the
decline in poverty observed between 1985 and 1992 has been reversed in 1997. Although,
skill acquisition is a prerequisite for gainful employment. high incidence of poverty among
educated Nigerians reflect problems of unemployment and low wage levels. Even among
those in regular or self-employment, those living below poverty line account for about 30.0
and 25.0 percent, respectively. Another significant development is the redistribution of
poverty occupational categories. In spite of the fact that poverty is more prevalent in the rural
areas, the proportion of farmers in the population of those who live below poverty line has
declined progressively from 86.6 percent in 1983 to 67.4, 33.3 and 22.6 percent in 1992, 1997
But the civil service, corporale establishment and trading (or

and 2000, respectively.

informal) sector which accounted for about 11.1 and 22.3 percent of the poor in 1985 and

1992, respectively, now harbour about 32.5 percent and 60.1 in 1997 and 2000 respectively.

: ; 5 g | wages and inaccessibility to social services on the
This reflects the impact of falling reat Wag

living standard of the people.




Figure 1:POVERTY INCIDENCE IN NIGERIA 1980-2000

e e SRR

1980 | 1985 I 1992 | 1996 2000

National

. 281 | 463 | 427 | 656 | 716
Sector | N T
Urban |

. 172 | 378 | 375 | 582 | en1

Bl | 283 | 514 | 460 | 693 | 754
Sex of Head ‘ i
3 isaded ‘ | 22 | 423 | 450 | 664 | 721
i Hesded | 269 | 386 | 399 | 585 | 634

Size of House Hold

1 person 0.2 0.7 2.9 13.1 154
2-4 persons | 88 193 | 195 | SL5 613
5-9 persons 30.0 30.5 454 74.8 82.5
10-20 persons ; 51.0 HZ3 66.1 88.5 90.4
20 plus 809 749 | 933 | 936 942

1
Education of Head 1

No education . 30.2 513 | 464 72.6 80.1 Ly
Primary 213 | 406 | 433 | 544 | 693 f
Secondary 7.6 272 | 303 | 520 | 703

Post Sesondary #3 | 2 | 258 | 62 60.1

Age of Head ] e Jet
[ i 2 | 253 | ZBT B 46,
s 16.2 53 | 28 74 | 465
R} 334 28.5 52.7 61.2
25.34 17.8 33
26.7 A6, | 42.1 64.6 69.3
35.44
{ a7 55.7 482 69.9 74.8
i 557 | 482 | 699 | 748
397 35. ! : ;
55-64 i o Ll
P ‘
B e 1
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Source: Poverty Profile of Nigeria, FOS. 2001

Figure 2:DISTRIBUTION OF POVERTY BY OCCUPATIONAL CATEGORY OF
HOUSEHOLD HEADS 1985-2000

Occupational category

‘ = L -

| Percentage of the respondents

| 1985, 1992, 1997 2000
Farming ‘ 86.6 67.4 333 26
Trading and Artisans ‘ 4.0 10.2 19.2 231
Public services . 3.7 10.7 29.0 10.2

|
Corporate Units ! 3.4 5.4 43 4.6
Student/Apprentice 0.1 39 6.4 8.1
Others I 23 24 7.8 114
Total L1000 100.0 100.0 100.0

oz S — e — | Sani e =

Sources: 1 Nigeria: Poverty in the Midst of Plenty; A World Bank Poverty

Assessment Report.

CBN survey on Poverty Assessment in Nigeria, 2001

23 THE EFFECTS OF POVERTY

The effects of poverty on Nigerians are multidimensional. That is to say, it has negative

influences amongst others on the socio-cullural, ccanomic. political, moral, health, security
ENnces

i > multi-dimenst ic framework of
i i le. Using the multi dimensional schematic
and educational lives of the peop <

underdevels nt, the effects of desolate poverty manifest in: low per capital income, low
nderdevelopment,

um AY T ervi ig -ate. high birth rate, vulnerability to
cons i services, high death rate. !
ption level, poo: health servl
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dependence on foreign economy. Ijm; .
r = omy, limited freedom 1o choose between variables that satisfy

human wants, poor educatio : .
5 nal and other social services with its attendant consequences of

shelter, h :
lack of shelter, homelessniess, hunger both f the body and mind, malnutrition (which could

to kwashi .
lead lorkor), target for diseases and sickness. short life expectancy, mental

retardation, sacial outcast and political alienation 6 sentisnhite

This situation, which i T .
: 15 a self-reinforcing phenomenon. tends 1o perpetuate undesirable

consequences, which lead to abject poverty und underdevelopment of the nation.

2.4 A REVIEW OF POVERTY ALLEVIATION MEASURES ADOPTED IN
NIGERIA '

Nigeria gains her independent on October 1. 1960 from the British government. With
political independence, various successive povernments had taken ditferent strategies aimed

at alleviating poverty and thereby making Nigerians to be self-reliant economically.

The following strategies amongst others have been undertaken by successive Nigerian
governments; (i) at independence, government first attempl was the farm settlement centre.
This attempt was to develop the food-sub sector for both the cash crop and the food crop.
Few years later, the programme was short lived as it was described a failure by the Gowon
Administration that came in 1967 (ii) the General Gowon Administration later introduced the

Agricultural development Project (ADP} in 1973. The ADP was then jointly financed by the

World Bank and the Federal and State Governments. The programme was then aimed at

prometing Integrated Rural development, (iil) the Olusegun Obasanjo Administration in 1976
ing In

o N
introduced the defunct Operation Feed the Nation (OFN).
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he major aim of the OFN -
T ] Programme was to raise the awareness of Nigerians towards self-

sufficiency in food i .
e i production. With all the money pumped intg OFN, the programme did not

uce the expe 2 s
prod pected appreciable positive result at increasing food production. Others

include: again, the O i
5 o basanjo govemment promulgated a decree to ensure that land-tenure

system was abolished, that all land belongs to the government. The policy was aimed at

ing that & Wert - 5
ensuring people were not hindered in their attempt to farm. [t was believed that with

more food production, there would be better standard of living for the citizenry. During the
second republic (1979-1983). former president Shehu Shagari introduced the “Green
Revolution™.  Though Nigerian forest had been green before the green revolution, the

programme again could not go far'as there was no zeal and commitment by the operators of

the programme.

In the second republic, the government introduced “Austerity Measures”. It was a policy
aimed at ensuring that people spend wisely. The austerity measure came in s a result of the
extravagance spending of the civilian gevernment of the second republic both at state and at
the federal levels. The Babangida regime in 1986 introduced “the Structural Adjustment
Programme (SAP). It was a programme, which was aimed at making Nigerian reliance
industrially. Though SAP in principle was a good programme, but the then government of the
country was not committed to its' faithful implementation. Another major step aimed at

alleviating poverty in Nigeria is the National Directorale of Employment (NDE) by the

Babangida Administration. The NDE’s sole aim then was 1o reduce unemployment with
angida .

. enreneurship. The programme was very laudable
i “reliance and entreprenc
greater emphasis on self-re

but it was not faithfully implemented.
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Directorate of Food:
The 8, Roads and Rural Infrastructure (DFRRI) was another laudable

amme by th i
e L government (1985 - 1993) which was aimed at alleviating

overty. The main aim of :
p DFRRI was 1o open-up rural areas, construct federal roads and

bridges, water supply etc. Again, the officials in charge of DFRRI became corrupt and the

programme lost focus.  The Peoples Bank was neither laudable programme of the

inistrati i ai it @
e tion, which was aimed at giving small loans 1o small and medium scale enterprises.

As laudable as the programme was. it sulfered same fate of the “Nigerian Factor” of

corruption.

The Better Life for Rural Women was initiated by the wile of former president Babangida.
The programme was aimed at raising the standard of living of rural women. Though the
programme was good, it was hijacl;ed by urban elite women. Nigerian then believed that the
faces they were seeing on Better Life Programme were not that of rural women but that of
urban elite and affluent women. It must be noted (hat government created the Family
Economic Advancement Programime (FEPA) in 1997. which was meant to be giving lions to
Nigerians. Again, officials in charge of this programme turned it to a family project with
Nepotism, being the order of the day. The Obasanjo Administration set up Nigerian
Economic Policy in 1999 — 2003. The programme was (0 enable Nigerians to be better placed
towards articulating ways of using'its subsequent annual budget to realize the developmental

goals stated in their policy statement. The Olusegun Obasanjo since inception in 1999 put up

a number of measures aimed at alleviating the suffering of Nigerian masses. Such policies
mber o

include:
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adoption of measur i .
The adop €8 to stimulate Production and broaden the supply base of the Nigerian

economy; the government h :
s also reformed the tariff policies on a number of times with the

aim of promoting industrial diversificat:
S 5 al diversification and economic sustenance. The deregulation of the

Sl ;
pation’s economy, which was air o
med at retuming many government businesses to private

nds in order to pr farev. Tt @ :
tz promote efficiency. It is believed that with efficiency, there will be better

and more production of ; . i
P of goods and services which will improve the living standard of the

people. The recent debt reduction or cancellation crusade is another bold step aimed at
leviating pover B : ! . .

al g poverty. With debt reduction. managing the funds which had hitherto been used to

service debts could now be judiciously spent internally 1o improve the living standard of

Nigerians.

2.5 REASONS FOR FAILURE OF THE POVERTY ALLEVIATION

PROGRAMMLES

Issues concerning poverty and employment are essentially those concerning the core of
economic development. Thus to probe the failure of Poverty Alleviation Programmes is to
addresses the larger question concerning Nigeria’s development laggardness. Time and space
will not allow this extensive probe and therefore efforts will be limited to what we consider

the key direct and indirect causes of the failure of poverty crises policy interventions. The

long list of the factors may include the following:

i Flawed Economic Policy Regimes
Since the mid-sixties, the country has seen series of flawed economic policies which drove the
ce the mid- g |

for 108 : policy of import-substitution which
ammes. For nstance, the po
poverty and employment Progtar

3 : 60°s and 7078 encouraged import-dependency by not
drove the industrial system e
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encouraging increase in local 2
contents in terms of employment of nationals and local raw

aterials. With the oil pri .
m 1L price boom which started in he mid 70s, the economy became

increasingly monoculture i
depending on petroleum oil exports for over 90 percent of its

venue. Several atte iversif
e mpts o diversify the economic base since 1986 have remained

successful because thes T
= these attempts lack indigenous roots in terms of optimal deployment of

local manpower and resources

At the macro-economi el. fiscal defici - - F
ic level, fiscal deficit had been on the increase from the 70°s (rising

from 2.8 percent of the GDP in 1979 to 10 percent in 1995, for instance). This generated
sustained high inflation with fast depreciation in exchange rate. CBN’s reaction has been
frequent mop-ups of excess liquidity. This has been seen as a palliative that has failed to
address the fundamental problem of medium to long term credit availability to the real sector
of the economy. Macro policies have paid more attention to inflation targeting at the expense
of other pressing macro issues like employment and poverty. Since the ultimate objective is
price stability and economic growth, failure to factor in employment has deprived the strategy
of the contributions of the supply side of the economy which would emphasize productivity.
Besides, the extant macro frame ignores {he meso and micro structural conditions in the
economy. For a structurally impaired economy like Nigeria, as other African countries,
0grammes based on structurally neutral macro policy were bound to

Poverty Alleviation Pr

%l becanse of the weak foundation. After over two decades of reliance on employment —
se

neutral macro-policy sirategy without substantial progress. it is past time a fundamental

= - acto-economic conditions and policies that can
: 4 1 type of macto-eco
rethink and review concerning the

deliver on personal crises in Nigeria, a8 indeed other Aftican countries.
T On perso )
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ii. Poor Growth Record

Economic growth is widely i
¥ believed to be (he necessary, even if insufficient condition for
livering poverty reducti :
de ep y tion and productive employment. This critical necessary condition
wth) has regi . : .
(growth) gistered a laggard performance especially over the last fifteen years. After

erging from a negati o 7 ol S
emerging gative growth regime in the 80s, the economy registered an average

growth of 3 percent per annum just marginally above the 2.8 percent population growth rate.

Technically the Nigerian economy ean be said to be flat on a long recession span for a good

part of the 80s and 90s. One of the robust indicators puinting to this is the low average
capacity utilization rate (35 percent) in manufacturing charucterizing the 90s, after a recovery
averaging 20 percent in the 80s. An annual growth rate of 7 percent is the rate widely
believed to have the sting that can cut Alvican poverty by half by the year 2015. But since
Nigerian poverty challenge is more than the continental average and since its economy’s spare
capacity is high, the growth rate needed to sting its poverty should be in the region of 10

percent.

Collapse of Investment and Crisis of Financial [ntermediation

A sustained investment of 25-35 percent of the GDP is generally known to have powered the

“sconomic miracle” of the famed Asian Tigers. Tt therefore provides a benchmark investment

i e— wanting to accelerate s growth rale and address the poverty crises

ehall Nigeria in the 70s had episodically recorded un investment rate of 31 percent
enpge. Ni

o llv during the early oil boom years. Since then, investment ratio had declined from 15
specially during

. . 0ne This is far from the level of investment that
i -cent in the Y0s. This 18
percent in the §0s to about 3 percelt
can i d te economic growth rate for job creation and poverty reduction. The
rigger adequal ;




ing investmu i ¢
sHiAmInE oB explnins robustly why increase in poveity has bee bating. Th
y n unabating. e

question why investment has declined drasrioatie ..
Tastically can parily be answered by the prolonged

failure of financial intermediation I N pey Tl et
1geria. This refers to the failure of financial institutions

bank to translate savi into inv
andl Savings into investment or by granting credit to the investors. A sharp

fall in aggregate bank credit to the economy has been well documented by the Central Bank

Nigeria. The pa 3 T - .
of Nig paradox that banks declare high profits while investments in the real sector of

conomy r 1 e 3 o, .
the & Y remain stunted constitutes a barrier to cfforts in implementing policies and

programmes for poverty reduction and employment generation in the economy.

iv. Problems of the Informal Economy

We had noted that the informal economy in Africa in general and Nigeria in particular is
growing at a fast pace — given the higher rate at which people lose their jobs (from both the
public and private sectors) and the apparcnt inability of the cconomy to generate alternative
employment (given its laggard and jobless growth rate). The growth of the informal sector is
additionally boosted by the primary labour force growth rate which is approximated at 2.6
percent. The informal sector provides haven for informal micro, small and medium

enterprises with employment of one to five persons. It is a world where formal

documentation and transparency are not encouraged oI eXpec ted and/or taxes paid. Although

attempts have been made to study the seetor, it still remains a ‘black-box’. It is however

known to h iven employment to about 90 percent of Nigerians; while holding 90 percent
wn to have gi
to transtorm informality into formality in

: : ge is
of cash (Naira) in circulation. The challenge

Srder fesshithe potentials that this sub sector has for African economies. Most of the
et to unleas
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actors in the sector are creqy
Ve entreprencurs Who have been trapped by its stifl
. : stifling
environment. 3

- Infrastructural Failure

The failure of infrastructura] facilities in Nijo

genats now legendary. Epileptic power cuts, bad

d inaccessible roa S
2 ds. poor communications network, etc, are well known to have become

conomic deadwei ini indivi
& ight undermining both individual and national productivity.  The

inefficiency in infrastructural services hae i .
| services has imposed high transactions cost on the nation’s

economic progress as well as undermined its global competitiveness. The country has failed
to attract substantial domestic and foreign investments because of its bad reputation in

infrastructure.
vi. Mismanagement of the Human Capital

Nigeria is widely reported as being blessed with abundant buman and material resources.
This is true as an assertion of its potential. but less so as a statement of reality on the ground.
The reasons for this include the facts (i) that the country has not optimally utilized the so-
called abundant human resources to exploit the material resources for its developmental ends;

(ii) that the country still faces a mismatch of talent shortages vis a vis surpluses in many areas;

and (iii) that international brain drain has taken a heavy toll of the stock of human capital

expensively created over the last four decades, leaving a huge gap in various professional

areas where young people should be trained and intellectually equipped for succession.
T

Without getting the right mix of human and malerial resources it would be virtually
ithout getting

: Al with the challenges of employment and poverty.
impossible to grow the economy, hence denl W
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vii. Societal Indiscipline and Good Governa D
nee Deficit
Close 1o two decades of non. -
n de'l‘nDCl”dtlL‘ sovernance has upturned societal values and
discipline in public govern: :
P g ance. This has also extended io corporate governance in the private
sector. The collective impact of thic rdieir -
pact of this indiscipline is seen in the failure to observe basic due

ocesses N govern TS
pr g ance, the proliferation of rent-seeking activities, abandoned and

uncompleted projects, poor servic . B
5 E poor service delivery. lack of accountability and transparency in public

affairs etc. These unseen forces have i
rees have powerfully undermined all the best intentions of the

budgets. national institutions and ultimately poverty crises initiatives. They constitute the so-
called “Nigerian factor” which has been quite pernicious in undermining the Poverty

Alleviation Programmes initiatives,

viii. External Constraints and Failure to Adopt International best Practice

Although the various causes of poverty and unemployment can be fundamentally traced to
domestic roots, the workings of external forces against well intentioned efforts need to be
noted. Such include barriers in external trade. terms of trade shocks, deterioration in export
prices of Nigeria’s traditional exports; heavy external debt burden, tariff and non-tariff

barriers to foreign trade, etc. These are linked with the country’s refusal or inability to learn

the development lessons (of failure or success) which are now globally available. Such

learning would enable us adapt and benchmark ourselves against best practices. The

successful lessons of growth with productive employment from Bast Asian Tigers has, for

. e tearntand qdaptcd for Nig‘crig in particular and Africa generally.
ce, not been i
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ix.  Inherent Structura] Defects of Pove

rty Alleviation Programmes

with respect to the failings of (he various |2

OVerty Alleviation Programmes enumerated above,

some common trends can be highlighteq

! Inadequate Targetipe: 2
geting: Some of the Programmes were not correctly targeted at the

intended beneficiaries:
C1aries; and these stood 5 chance of being captured by the elites. There

is anecdotal evidence th s i y
at the Better Life Programme for Rural Women was captured

by the elite urban women who were always shown on the TV programmes,

- Inadequate Coordination: Although several Poverty Alleviation Programmes

emerged in Nigeria almost simultaneously, there wus no umbrella organization created
to coordinate their functions. This lapse led to unnecessary competition as well as
duplication of efforts and résources. NDE, FEAP and PBN competed for instance, in

credit-delivery rather than work cooperatively.

= Inadequate or Lack or Executive Capacity: Many Poverty Alleviation Programmes
lacked the required financial and technical capacity to design, implement, monitor and

evaluate their programmes. In 1989 for instance DFRRI had to employ non-staff
officers to carry out the inspection of phase 1 of its programme.

Top-D Approach: The standard approach was for government to design projects
7 op-Down ach:

> wi : or with minimal consultation with the
“for eople without any or W :
and ptogtammes for the e

; reaucrats thi ( pro lems o
benefici i § int’ eflects what the bureaucrats th nk
neficiaries. he blLl@ P 11 are the prob

th le on whose behalf the ntervention is designed. Expectedly most of such
€ peop -
iled b se the people’s yoice’ is nol heard, and they are excluded in
projects failed becalt i
ion and ownership. Most Poverty Alleviation Programmes have
terms of participation
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therefore been deliberar_e]y undermineq
ine

[hrough W T
: : Jatidislia >
b i ndulisation, sabotage and a sense of

261 STRUCTURAL COMPOSITION

The first attempt to measure erty
DOV'ert) Wwas made more thap a century ago (Booth, 1889;
Rowntree, 1901). These atten / I ‘ |
pts were at the household lovel and much still is. Basically
poverty measurement is usually undertaken 1o-

1 Determine a yardstick for measuring standard of livine

ii. Choose a cut-off poverty lj i
poverty line, which separates the poor from the non-poor (indication

of how many people are poor).
iii.  Take account of the distribution of standard of living among the poor.
iv. Comparison of poverty over time. among individuals. group or nations.
V. Guide policy on poverty alleviation.

Measurement of poverty is complex and varied, hence any discussion of poverty measure

must commence with the simple living standard measure and poverty line determination.

LIVING STANDARD: This is general!_\‘ measured using current consumer spending or

income. A measure of current consumer spending is generally preferred to income as a

measure of current living standards for two reasons. First, current consumption is often taken

7 . because instanlaneous utility depends directly on
10 be & better indicator than current 1COME et ‘

cons t: " income per S gecond, current consumption may also be a good
umption, not on 1nC :

indj £ age well-being. as it will reveal information about incomes at
Icator of Long-term aver

other d d future This is becatise incomes (including those of the poor) often
er dates, in the past and 1uture: ’




time in fair]; i
Jary OVeT ¥ Predictable g,
©Wnys Particularly j, agrarian economi h as Nigeri
b L Y inag omies such as Nigeria.
Alderman axson (1992 Deaton (1992}, puyg
). Further,

- Income as a measure of living
i =4
qandards is often questioneq on the groyng of i

neoy

. eet rendition by the respondents. On
palance, CONSUMPLLON eXpenditure ig preferred (g
O INcome as

s @ measure of living standard.
OVERTY LINE: A poverty li;
P Y lne can be defined ag the monetary cost to a given person, at a

d time, of
glven place an a reluumc |
evel af welfare, Pcoph. who do not attain that level of

welfare are deemed poor; and those whe de e e

ho do are not. A distinction is sometimes made between
3 vert ne™ “relative a o
absolute poverty line™ and “relative poverty line™, hereby the former has fixed “real value”
over time and space. while a relative po erty line rises with average expenditure, Arguably,

for the purposes of informing anti-poverty policies. a poverty line should always be absolute

in the space of welfare. Such a poverty line guarantees that the poverty comparisons made are
consistent in the sense that two individuals with the same level of welfare are treated the same

way.

i Objective Poverty Line: Objective poverty line approaches can be interpreted as
attempts to anchor the reference utility level 1o attain basic capabilities, of which the most

commonly identified relate to the adequacy of consumption for living a healthy and active

life, including participating fully in the socicly. Sen (1985, 1987). Two methods of measuring

; ds.
objective poverty line are food energy intake and cost of basic nee:

practical method of setting poverty line

b The food-energy intake method: A popular

. . + Iovel at which food energy intake is
mvolves finding th sumption expenditure oF income level at w
olves finding the con
/ require .. Setting food energy
| detefmined food encrgy requirements I
Just sufficient to meet pre- l
e 5
: ments vary across individuals an
- spance, requiremen
! iffi For instance,
Tequirements can be a difficult S€P-




. a = & . ¥
gver ime for a given individug), Food energy i
=Y Intake wij|
n

aturally vary at a given expenditure

level, ¥- Recognizing this facy the m
: ethod typicaly
¥ caleul

ates an expected value of intake.

cak denote food-energy intake. which is 4 rand
> drandom varjgh)e.

The requirement level is k which i ol
) be

fixed (this can b i

un be readily relaxed). As long as
cted value - i | :
he expe of food hergy intake conditional op tot

o al consumption expenditure, E
7), 1s strictly 1ncreasing in vy gyer ;
(kly) ¥ & 1y over an mterval which includes k then there will exist a
poverty line z such that E (k/z) = k.

nce food-energy requirements are so ey
0 £Y requirements are set. the FEI method is computationally simple. A

common practice is to calculate the mean income or expenditure of a subsample of

households whose estimated calorie intake are approximately equal to the stipulated
requirements. More sophisticated versions ol the method use regressions of the empirical
relationship between food energy intake and consumption expenditure, These can be readily

used (numerically or explicitly) to calculate the FEI poverty line.

= The cost-of-basic-needs method: This method stipulates a consumption bundle

adequate for basic consumption needs, and then estimates its cost for each of the subgroups

being compared in the poverty profile; this is the approach of Rowntree in his seminal study

S everty in York in 1899 and it has been followed since in innumerable studies for both

developed and developing countries.

One can interpret this method in two quite distinet ways. 1t can be interpreted as the “cost-of-
utility”, By the second inlerprctation, the definition of “basic needs” is deemed to be a
L Loty cost-of-basic- needs is
Socially determined normative minimum for avoiding poverty: énd B iy .
g = AUE T P CaSuUre:
then closely analogous to the idea of statutory minimum wage rate. Poyerty i Bt




bywmpan'ng actual eXpenditures ¢ the CRY, |
’ N. There

BN with different computatiqy, ¢ food and non-food components of

The food component of the POVerty [in. -
Iy line ig almost universally anchored on nutritional

requirements for good health. To compyye ¢ i
bie

food com i 0

' ponent of CBN, a simple method is t

sctabundle of goods in each region (say) One difficulyy v I
). Cully with ¢

B - he core basic needs method is
¢ determination of the minj e

th Mum requiremeny fop the non- food needs. There are fio agreed
andards of needs for non-food iterme 1.

s ood items™. This is because these non-food needs are determined

environmental conditions. as wel| e o
by tions. as well as instittional structures, technology and customary

modes of life. In order to compute hon-fooq items the monetary-value can be attached 1o most

of the non- food items. But in using this method. it is necessary that the costs of the non- food

needs included should not be lower than the prevailing cost for such items, even when the

minimum standards are not met.

i, Subjective Poverty Lines: Subjective poverty line debate has opened another issue on
poverty conceptualization and measurement. Psychologists. sociologists and others have

argued that the circumstances of the individual relative to others in some reference group

influence perceptions of well-being at any given level of individual command over

commodities. By this view. sthe dividing line... between necessities and luxuries turns out to
A f

be not objective and immutable but socially determined and ever changing” (Scitovsky,
iv . ?

1978). 8 h: taken this view sO far as to abandon any attempt to rigorously qualify
. d0ome nave tal

“po » [ysis has therefore, become pularized between the “‘objective-
verty”. Poverty analysis

i e ith rather little effort at cross-
uantitai ls and gubjective-gualltative schools. with ra

ltative™ schools an L _
I based on answers to the “minimum ncome
fertilizati ot +ty lines have been ¢

1zation, Subjective poverty
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on” (MIQ), such
Lestion (MIQ), as the following. «y:
g 3 ng: “Wh INcome level do you 4
sbsolutely minimal? That is 1, say that with |, . e
38 you ¢

ould not make 5 :
ends meet”. One
define a8 POOT EVeryone whose gefq) incopy ek
g

is less {hy

n the amount they i
. | ey give as
to this question. * L

ile the MIQ has been applied ;
Wh pplied in a nympe, of Organisation f
s ation for Economic Cooperation and
evelopment county
Develop ) ries, there have been fey attempts to apply it in a developing
. There are a numb et ¥
country er of potentjal pitfalls. Income is not a well-defined concept in most

developing countries, particularly (but net onlyy in rural areas, Tt is niot at all. clear whethar ox

not one could get sensible answers to the MIQ. The qualitative idea of the “adequacy” of

consumplion 1s a more promising one in a developing country setling.

2.62 MEASURES OF POVERTY

Generally, the measures of poverty can be classified into (wo, namely absolute poverty and

relative poverty.

1k Absolute poverty can be measured as follows.

i Head Count Ratio: Poverty can be expressed in a single index: The simplest and

o iimon measure is the Head Count ratio (H), whieli fs the-ratio ofthe numbeR BEERaE

1o total population. The poverty head count (H) can be expressed as:

H = g/Nwhere:

= total sample population.

4= the number of the poor and N _
+h income below the poverty line. The head

. , jon wit
This gives the proportion of the population

on the number of the poor and being

. i cus only
®unt rati has been criticized Or its fo




ow the poverty i N
¥ line. That is, it treat:
il he poor equally. Whereas nog 411 . POOI are equa g
¥ Qually poor,
- The poverty gap/incg
ii. me sh Bl e y
- ortfall ragig. The poy erty gap ratio or the income gap
st is the difference between tne Poverty line ang
2 HNE and me

' an income of the poor, expressed as a
ratio of the poverty line (World Bany, 1993)

The average income shortfall (I) measure the
unt of money it would take )
amo! ke 10 raise he Income of the average poor person up to the

overty line. That is, it provides a stateme N .
P lement on the level of income transfer to the ‘poor”, If ya

: e income of the & is
is the averag, ¢ of the poor and 7 is the poverty line, then one measure of the depth of

pGVEl'ty, the income gap ratio is: mking the product of 11 and T will incorpora[@ both the

number of the poor and the depth of their poverty.
The poverty gap ratio can be expressed as:

I=2Z-ya

Z

Where:

7 = poverty line.
Ya = average income of the mean income of the poor.
lii,  Composite poverty measures:

() t index, th
The Scn Index: This index is attributed ©© Gen (1976). It incorporates the headoountindcs, G
€ den Index: This inde

’ 1y index (8) is!
inGome gap, and the Gini coefficient Sen Poverty

S=H[+(1-DGCrl]

36




o2 the average Income shortfall a5 5
Percentage of the poverty line
f = income of the ith poor household
3 = poverty line income
e = number of households with incomes below 7
H = g/n; headcount ratio
N = total number of households
o = Gini coefficient among the poor: 0 < Gp < 1.

§ is an increasing function of the headcount index and an increasing function of the income

shortfall. Given that the Gp ranges from zero to one, § is also an increasing function of Gp:

ds ds ds

>0, dI> 0, dGP> 0

The Sen Index has a major drawback. It is more responsive to improvements in the headcount

than it is to reduction in the income £ap or to improvements in the distribution of income

is 1 indi fficient way to reduce poverty is to help the
among the poor. This index indicates that the &

least needy first and the most needy last.

‘ imgt is (1979).
iv, 1 lity of life index (PQLD: The PQLIis attributed to Morris (1979)
e The physical qualit -
b ! T
It ties satisfy certain specific life-serving social characteristics’ or
measures how well societic 3 .
o = -5 on social development.
& | and Gounder, 1994). Thus 1t focus 18 0
achieved well-being’ (D0oesse
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he PQL 15 based on three indicators; i
" ANt morty

lity,

Cnmputaﬁorlﬂﬂm PQL is given by: life expectancy and basic literacy.

pQL= £ (IM, e, lit)
Where:

M = infant mortality
¢ = life expectancy
Lit = literacy

e indices formed fr S s e 1t
Th from these three indicators are summed up and the average gives the

PQLI (physical quality of life index).

PQLI = (IMI +el + Iitl)

Where

Ml = infant mortality index
I life expectancy index
Lt = Literacy index

v, The human development index (HDI): The HDI is the most recent composite index

devised by the United Nations Development Pregramme (LINDE, 1990} This inds SRy
on human development. It incorporates income and non-income factors. Three factors-
longevity, knowledge and income aré {he variables of the index, Longevity is measured by
life Xpectancy at birth (e0), Iowledge 18 easured in Lerms of literacy.




E———

The third variable is per capity income,
- Uehery)

1y, therefiyre 11
HDis specified as: eretore, UNDP*s human development

HD = f(e(), lit, Y)

Where

o0 = life expectancy at birth
it = literacy rate

Y = per capita income

These three indicators-life expectancy (X1 lieracy (v
expectancy (X1). literacy (X2), and the logarithm of real GDP per

capita (X3) are specified at the national level as components of the index.

By looking across a range of countries, the maximum and minimum value for each indic
ator

isestablished. A ‘deprivation’ index for the ith indicator and the jth country is then defined as;
Where: 0 < 1ij < 1

The UNDP (1990) defined the deprivat ion index for country j as a simple average of the three

deprivation indices for the country and the human development index (HDI} one minus this

average.

2. Relative Poverty Measures: Relative poverty measures define the segment of the
Population that is poor in relation to the set income of the oeneral population. Such‘a poverty
line i set at one-half of the mean income: or al the 40th percentile of the dlstn.bunon, T:Z:e
.. lis is the average income ot the
e two main kinds of relative Measures: Average income. this 7 g e
déor the gverage income of the poorest or

Poorest 40 pereent of the population an




163 DETERMINANTS o POVERTY

”’13]5 iS no one cause o th>nni1 .
s i 1).“ On the contrary. combination of ral
EA severa

gomplex: factors contributes to poverty. They ine

; ) Y mclude Tow or negative economic growth,
inappropriate Macroeconomic policies dofo .. .«
inapprop policies, deficiencies in (he labour market resulting in limited
iob growth. low productivity : ; :
job g p tvity and low wages in the informal sector and a lag in human

urce development. r factor ic i

1eso P Other factors which have contributed to a decline in living standards

and are structural causes or determinants of poverty include increase in crime and violence,

environmental degradation. retrenchment of workers, a [all in the real value of safety nets and

changes in family structures. These are examined below:

i Low Economic Growth Performance: Growth of the economy is a must for poverty

reduction. In developing countries such as Nigeria growth that is employment generating and

with export base is desirable in order to achieve growth that is poverty reducing with equity.

Although the economic performance of countries in the World has generally been highly

volatile since the early 1980s. on ‘the whole, growth rates have been low: of Negaiive, i

overall declines in several countries. This is due in part 1o external shocks such as adverse

i 2 for exports and changes
changes in several countries terms of frade, changes in global i ? 5
everal co
oo Seteris bi. All these are probably
i global interest rates on developin countries external debt
interest rate ;
T i * the world. Extensive
Ies in poverty jevel in varous countries of
Ponsible for the increase
i World Bank
Jverty reduction (see
: (o growth 1o P9
Vidence 1 i ce of economt =
inks the importan
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r example, in Ind, -
1990)' = onesia ang Thailand Poverty v,

i as re_duced b b =
percﬂm during a twenty-year period in - v between 30 and 40

hich
annual growth rapes were approximately 3

percent (investments in the socia] sectors glgq contribute)
ed),

Accordi“gly’ of a sample of Countries, thoge that redyceqd Poverty the |
/erty £

ast (for example, India
and St Lanka) had growth rateg of less thap |

percent. Growth can reduce poverty through
[ising employment, increased laboyr Productivity ang higher real wages it generates.

li Mssmeconomic shocks and Policy failure:- This jus been a major cause of poverty in
several countries of the world. As many economies in the world faced macrocconomic

disequilibrium. mostly in the balance of payments duc 1o expansive aggregate demand

policies, terms-of-trade shocks, and natural disasters, it become necessary to undertake major

policy reforms. In the process such economies became vulnerable to poverty.

Macro-economic shocks and policy failure account for poverty largely because they constrain
the poor from using their greatest asset “labour”. Also. monetary policies that adversely affect

) . : % d
cost and access to credit by the poor, fiscal palicy which results in retrenchment, lay-off an

g i i e domesti roduction in an
factor Substit 2

sati , an exchange
i dent lOduCtiOll system will affect the poo ]16&21[1\’8] . However
pU[[ d3pen ent p Y y

J P dominan 1)’
S expcnts pEll'U ularly t whiC! he poor are pre
fe policy whick boos C by 108€

ety rban or, as a result of
pl ag 'culture) will hﬁlp reduce })0\-(311). he ur po
engage; (f()r example agrl T b‘ ; .
¥ lallure, ar ob lo iob-cut-ba lsmthepub ic sec!
1 j losses l'CSUMiIIO fl‘()l"ll_]Ob cut-back:
pﬂﬁc f; il (4] vulnerable [0 ] 1] | | : hey il
m the de; , ifts relative prices. 0
: fected by shifts n re
i rersely affecte
om the cline of industries adversely | e
fr m thi ~qoes. Further, deva n prod
() - welfare ]’J[ll:lul:,,(,h. d
moval of fOOd b: idi and other we - u.
0. i | i inci On the negative side
n - srty incidence.
th i oand p()\’oll}
g on equity at
bo egati itive EffECTS
ative and positl
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: |
private sector all worsening poverty Y —off and retrenchment in the

.1 abour Markets Deficiencies- T
iii Lab neles: The poor’
Or's most ah
undant resouree i i
ce is their labour, a virile

1S 1 3
|abour market is Important to reducmg Poverty and
Y and income | .
1d the majorit fcome inequality, In most countries of
s

the Wor jority of poor householgs participate ;
it Pate in the labour market in one way or
other, and thus poverty is a problem of
an problem of Joy wages (in the informal sector), low labour
s to rural self-employment activitie
return: Ployment activities. underemploynient, and in some cases protracted

ent. The ems are affected in difn
unemploym se problems are affecied in different ways by deficiencies in labour

market. The majority of the labour force work as paid cmployees in the private informal
sector, followed by employees in the public sector. When there are deficiencies in labour
market, the poor are affected by limited job growth and absorption capacity in the formal
sector. Also, relatively high labour costs in the formal sector that lead to over expansion of a

low-productivity informal sector, thus putting downward pressure on wages in the informal

sector (where many of the poor work), and limited opportunities for unskilled youth to acquire

job training and skills can perpetuate a cycle of poverty.

iv. Migration: Migration rates do reduce poverty especially when the majority of individuals

individ / igrate vacate jobs in
'S - hand, individuals who emigra
who migrate are § illed workers. On the other .
| duces the pace of economic growth and

i ski t e
la ots. Ihus, migration drains on :kl“S. It 1
&) =1 elopment otential
e f Vefa“ jOb Cl‘ealion fmd H.ffCL'L\ the lOﬂg Tun dev P p
: slows the prOCeSS oI O

& country,




mployment and underey, -
goemp Ploymep;. J:mplovmcni is a key g
# €Y determinant of poverty.

: loyment is im indj
Gam_ful employ portant for Individyg) 1o ear

U income and escape from »
i i ape from “income
le generall : '
povertj’- i ¥ N countrieg o the w,

- ]
1 orld the gy PooE suffer fron irnsitonslioe
jpvoluntary Unemployment, the poor are g, with proby

lems of structural unemployment due
0 lack of skills or extremely low education

al levels, medical problems, geographical isolation
(""hmh affects some of the rural POOr in genery] and the urban poor due to marginalisation of
persons living in high- crime neighbourhood) ang iy some countries, discrimination based on
race or other attributes. Further, underemployviment oceurs largely in the informal sectors and

resulis in low incomes for an important segment of the lubour force, particularly in rural areas.

Unemployment is due to more low economic growth than to the direct effects of

imperfections in the labour market, although regulations aflecting the formal sector are likely
to induce more underemployment ‘in the informal sector. In poorer, rural areas, this mainly
takes the form of seasonal unemployment and in urban areas those who have given up
searching for work. High unemployment particularly affects youths, women urban dwellers,
and those “queuing” for good jobs in the formal sector.

i v d
¥ This is . for human capital development an
i v ent: This is key for
i. Human Resource Developm

i i ith i vements
scape erty COﬂ[iﬂlled investment human capltal with PrC
! ihty to e frOm pOV rt). 1T

duction in poverly changes in the labour market.
€

i i i ustain T
m efficiency is necessary t0 S . i
i ards of houscholds by expanding opportunities,
a

- jving stand
Vestment in people can boost the living ing earning power: i addition)
‘ increasing ca
.1 o vestment, and Incred
? i ital investment ‘
I Sg producti ity, attracting cap s
(s may prev
- lopportunilics for adolescel .
Poviding additional educationd | e
i ¢ ren the
drugs and violence, &Y
g ith gangs, 4F
Ming involved with &

outs.
Petrators of erime with school drop
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i He;ltthiseases: Good heajy, is basic |
Clo

hum

i AN Welfare . .

and economic developmem_ Poor | ¢ and a fundamental objective of
negq

sgcifﬂ

: lth shagl
amings impedes  entrepreneyriy

les hy
S humg i
o AN capital, reduces returns to
iifie
. €S and holds back o
developmem‘ Diseases cause PoVerty ang v growth and economic
Vice versa. [
. - I most ¢ i 1
(isgases CAUSING Poverty are Malaria, 1y, .
y fAIDS ang inf:
other infections/di i
' ns/diseases. In Nigeria for
+ SfAnCe AIDS prevalence is aboyt 5 -
in g Ut 5.4% with an infected adult population of 2.6 milli
| . ) 0 .0 miiion.
is will constrain availability articingti
Thi ty and Participation of (his segment of the population in tt
seg ation in the
jabour market to earn income.

yiii Debt burden: In several developing countries of (he world, debt burden is assuming

increasing Importance as a cause of poverty. In such countries servicing of the debt has

encroached on the volume of resources needed for socio-economic development. The
productive sector such as agricullt\u‘e. manufacturing ete are equally constrained leading to
low productivity. low capacity utilization, under emplo_\-meni and low purchasing power
thereby subjecting the masses of the people 10 abject poverty. In Nigeria, at theé end of

December 2000 external debt stood at US$28.5 (about 80% of GDP). Amount required to

service this debt annually is enough to hamper government expenditure for the provision of

social and physical infrastructure for the poot.

~ el 2 1 b
iX Governa The persistencﬂ and pewngivcness of poverty 11 several countries has been
nee:

; e ision- marking as well as
liked to the lack of popular par[icipation in governance and dect g

: ility, transparenc;
weak | This has led among other (ings (0 P et S

institutional base. This nas

entation and monitoring.

i implent
Wresource allocation, weak programme e
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d ﬁmﬁg]y, development Programmes o
"Ndereq

. ; Neffeciive
- herefore ineffective ang resources g live
Yasted .

Poverty reduetion initiatives

; Environmental Degradation. Envip
fonmentg) degraday

: ion is
poverty‘ e T D 1S a cause of accentuated
Canbe g ¢ 3
ause of envi
. “ivironmental degradation,
This reverse causality stems from (pe fact that f
b Ahat for poor pe ?
i B ; Poor people in poor countries such as
Nigeria, & environmenta| Tesources
‘ S are . 5
i A ¢ complementary in production and
onsumption to other goods and seryiee ;
¢ & d services while a number of environmental resources
ment income most especially in 1 :
supple especially in time of geute cconomic stress (Falconer and Arnold

alconer 1990). This can be a sour :
1989, F ). This can be a source of cumulative causations, whete fovetty, it

fertility rates and environmental degradation [eed upon one another. In fact, an erosion of the

environmental resource base can make certain categorics of people destitute even when the

economy on the average grows (Dasgupta, 1993)

Tn several countries of the world inaccessibility of the poor to credit and resouree inputs leave

them with no choice order than to employ natural resources such as forests, woodlands and

tivers in order to survive. Quite often, their continuous exploitation of these resources have

led to stress/depletion and environmental degradation (hereby making poor both agents and

victims of unsatisfactory ecological practices. In most rural areas, developing countries fallow

) i st 5 two years. Short
dutation has declined to fout to five years and in several instances as low as ¥

i - eoetation and the Testoration of host

fllow period i 1y not adequate for regeneration of yegetation an
riod is usually n
. 1o depleted. Among the poots frequent cut

Mlirients; soil and wat lity are therefore quickly depleted. AMANE

s; soil and water qua y
' i ity of fuel wood, Immediate
ling of £ | Janting rte has resulted in scarcity

of forest trees with low 1€pP .

e [ternative fuels such as crop residues, coconut
o alter ;

et of ths is that poor households 1™ !
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rice hulls or

pusks:

e known to be dangergyg SOurces qf
of air i
Ar pollutigy, i the houge Also, scarcity of fu
se. . scarcity of fuel
e lowly, WHo (1984)
0
fuels are apable of prog

pous 191Ce8 WOmER 10 make what is aygiyn )
€ Durn g

dJow purning conditions w, , reckons that under

; ; ucing polluti ;
manfoSSl] fuels and subject the hoysehold pollution concentrates higher

S e
Lo more smgle pollutants,

The incessant cutting down of trees for firewaog and ch;
1 and charcoal have hindered prospect for
; ed yield and hasten the prospect of
o the: prospect of the ereeping desert while profligate use of the
5 : ;
s resources by industries and indusir ;
country 3 ustries and industrial pollution from improper waste disposal has

futher exacerbated the plight of the poor. Other consequences of over exploitation of

environment due to poverty are depletion of fish in the local rivers and streams.

1i. Crime and Violence: A steady increase in crime and violence has degraded the quality of
life to a varying extent in many counties of the world. Although individuals of all

socioeconomic groups are affected, the urban poor are particularly vulnerable to these social

problems. There are instances of shootings, gang killings; etc crime and violence have serious

economic costs. For instance, an increasing proportion of public resources, which are already

limited, are required to strengthen police enforcement, support the growing prison population,
s

ici .ovide health care for persons injured
s ¢ demands place on the _illdlCl‘:.ll system, and proy ide hea
: ired b;
o cmoyrity systems and guards now required by
b viole ce. Other costs include the expensive security S} d .
om 5 fr - Leign investor and tourists who
5 d h he loss in poiemi'dl revenues from forelgn
s es, the 10 i b
ught oth « e, and the migration of the urban
F reat of Crie, an
i inati esult of the thre :
sought other destination a3 alr . 1 ud
B ’ it i t to link poverty,
¢ ihe poot, 1118 difficul
I ature of the |
e h terogeneous nd Ity
class. Because of the he




¢s and violence directly, Howevye, the adverse g,
- acig

1 onsequence of crime has been
ciated with poverty 8 Tosg o |
closely asso OF liveg 4 Productive age ang B o e
rties.
prﬂpe
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CHAFTY g Fhiy
[

R"‘\‘J AR( I K1 He) H 14
A 1 | 5
AM Yy

) METHODOLOGY

% gch work will examine the -
e e InCasurermnent

“terminants of poverty ' the

“lgman poonomy.

mreanalysis will be carried out through 1

the use of Gr

s : Domestic Product (GDP) as basis (br
fhe measurement of poverty i the Nigerian econo :
) Nigenan ecanomy. Hence multiple regression techmigiie

will be used to examine the impact of the magnitude of poverty on the overall performancis of

fhe Nigerian economy.

This mode] describes how a dependent variable is related to two or more explasaiery

variables. The least square estimation method is the best linear unbiased estimate.

31 METHOD OF DATA COLLECTION

o of ich were extractions fEem ReWSpapess.
2 eondary type of data whicl
The researcher made use of secondary

ines and search machines.

textbooks, journals, maga?




METHODS OF ESTIMATION % ax
A NALYS)g

. e using the regressed ang
: i regressor. The i
r - The multipje regressio
: tween an expla: e |

the relationship be an explaineq .. o
; Plained drtable ang o ory

Yt more explanatory vari
Ty variable.

Th i Sh p be ween an \'ﬂli&ll les X X, X il
& 71 i § N, ’ 7 N It can be
nshi 4 Ay Xnig In ecor i
- | ometric form c
i maﬂlelllﬂtlca“ y as "

y=F(X1, X2, X3...Xp)
[fwe want to change it to linear form, it then becomes
Y=by+ b Xy + baXa + bsXst... byX,

The coefficient by represents the intercept of the function while coefficients by, by, b3 ... by

denotes the marginal effect of X, X2 Xs... Xa respectively on Y.

Feonomic theory does not allow for random elements which ‘might affect the relationship

i in ec 1 tio
between the dependent and independent variables. But 10 cconometric model, the fluctuation

Nrandom element is taken of.

: i - model. This is because
Amad le “U” known as error term is introduced 1nto the
om variable OWN & . ‘ f)
/i . modification and introduction o
Othey b itted in the model. with the mo
important variables are 0m

| of the fornt:

: v de
0 term (1), we have a functional 07 L
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gt piXit 2Xe +0:Xs5. B x Ly

tura Parameters:
s because Least Square technique s: b0, b1

| . b2, b3, b,
. 15 the heg linegy unbi
beunbiased- An estimator ig Preferreq 1 ot

ased estimate ang the result will

Ners becayse |
: because has least square property. The
 square estimator has beep St
Least SqU hosen because IS an estimator that generates a set of
eter estimates with the smalleg; eITor of (he regression
m aression,

assumptions of ordinary Jeqer o .
There are some P I ordinary legs Square which must hold or else the aboye
gsertion will not hold. Therefore the following must be assumed for “U” for the estimation
fechnique to hold. The assumptions of QLS e based on the distribution of stochastic eror

ferm.

Error term (U) is random and normally distributed.

=

The error term has zero expected value.

iil. The error term has a constant variable

'O erm in another pCTiGd.
ith the errot term
Clﬂted witl

: ! T a—"
Y. The error term in one period is U

o (hat they are uncorrelated with the
s, so Lhe

ixed value
The explanatory variables assume fixe

€rror term,

bles such as Gross domestic
i variables
ey econommic
b ] make us€ of key €€ a
s research work we shall 1 o aud rate of in
]DCHL

tion eX
Pmd““s total savings, private consuy
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-Wat n te (DW). e . i tion, F-
SO st eLer Mina F
Du{bm

ﬁﬂd

wefﬁciem of determination (Rz] 5
€

AMiNes the ol ‘ ]

Thi s the explanatory Power of the independent
ariable- The F-statistic will also be used (g determipe the si
i

tnificance of the parameter of the
imates The Durbin-Watson tesy is used o determipe th
;

¢ incidence of autocorrelation or
nDL

33 SPECIFICATION OF THE MOp|).
y =F (X, X2, X3) under the hypothesis that:
Ho: Bo=B;=B:=B;=0

Ha: Bo#EBi#B2#B3=0

And where:
Y = Gross Domestic Product;
Xi = Total Savings;
i cpenditure;
- Private Consumption Expendity
D I
X3 = Rate of inflation.
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ngwabﬂw the sl by Pothesig (He) Stageg ¢

thay Valyes of the CSlimateq
ficantly different from e, While the aly
sign

Parameters yre not
e !‘n:ﬂi\ @

hy Pothesig (Hy) states that the vayeq of
e Clers are Significy, IV not
the gsﬁmate param antly ot SQual 14 Zero,

erctaﬁﬂﬂ.
:

which g our theoretjcal
{ ECONOMETRIC MODEL SPECIFI('.—\TION
33

ini [he cCono I]L‘lf‘l\'\ the st
H ! e with > met
Thus n

Ay will yse multiple regression analysis to
vestigate that:
investigi

GDP=botbi X+ Xa+bi N+ U

{ ing a stepwise dircetion in the following ways:
This will be regressed following a stepwise directio

MODEL 1

GDP= by +b; X; + U where:
6DP=  Gross Domestic Product
b = Intercept of the line

b = Coefficient of X;

Error term

f income
is for the degree 0
i 10g (as a basis for
{ of total savings (as
impac :
ine the 1mp:
1‘Ilel'nﬂdel is used to examine

onomy.
f the econo©
| Quelity) on the overall performance ©




AYPOTHESIS OF THE MODEL

~ The degree of income i ity i
- mequality in the Nigerian ec /

g economy does not have effect on the
overall performance of the economy

_ The degree of income i ity i ‘
T gl me inequality in the Nigerian economy will have effect on the
overall performance of the economy

MODEL 2

GDP=  bg tbiX; + ba Xy + U where
by = Coefficient of X5
The model is used to examine the impact of total savings and consumption expenditures as a

basis for measuring the relative effectiveness of government programmes towards poverty

alleviation.

BYPOTHESIS OF THE MODEL

H, The government programmes are not effective in the alleviation of poverty in the
0 B

Nigerian society.
nit programmes are effective in the alleviation of poverty in the Nigerian

H;.  The governme

society.
MODEL 3

GDP =bg+b¥X)+ X t+ baXs U where




fop 15 coefficient of X

The model 15 used 1o examine the effect of total

- Aation rat h ; AvIngs. consumption expenditures and
inflation rate on the magnitude of poverty in the economy

HYPOTHESIS OF THE MODEL

Ho.  Total savings, inflation ra i
fes tion rate and private consumption expenditures will not affect the

magnitude of poverty in the economy.

Hi.

To i nflation s : :
tal savings, inflation rate and private consumption expenditures will affect the

magnitude of poverty in the economy
33.2 A PRIORI EXPECTATION

1. The sign of by is expected to be positive since a positive relationship exists between

savings level and the value of Gross Domestic Product.

il The sign of b, is also expected to be positive since a direct relationship exists between

private consumption expenditures and Gross Domestic Product.

i Similarly, the sign of by is expected to be positive since a direct relationship exists
. >

between rate of inflation and gross domestic product.

333 SPECIFICATION BIAS
The models used in this research have been specified in line with basic economic theory. But
models us

SeoTnme does not allow for random element which might cause some problems and
ic theory

inconsistencies in our result and interpretation. This is because there are some important
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‘ables that should have beep included in (jye models
yarl

i Henee he inclusion of error term “(
he model which helps to modify the models i necessary beeyyse:
it

: Omission of relevant variables as g o
L A

sult of Measurement error and inherent human

randomness may be taken care of by error term "

‘ollecti [ data in developing
Inconsistency in the aggregate data and poor collection of data in p
ii. £

countries.

. C Id 1 it [N¢ ba g Sy
C C rudimentary ature of t
ba totth pec p]k and ru
Poo nk 12 habi 2 peo! 1 3 he banking svstem

55




e . (‘Il,.\]-‘l"lﬁ,l( FOUR
I ‘SIS R]?gl -
»BRESULTS AND

{ |\|'|< i“;R Sops o

¢ l'.l!\l‘lONOFRE" S

SULTS

The data analyzed varied from 19g7. 2007 i
= W

it'h Covers erl ) £
S i period of hwe
e | nty one years. The
f 008 ‘WeEre not av dlldhlL' as at lllL‘ l.IHIC of ¢
) L6 ‘UHI[‘“:H!

them, otherwise it would have

veen included.
YEAR | GROSS DOMESTIC | “yoyap .
PRODUCT SAVINGS _ PRIVATE | RATE OF
AT CURRENT X & : F'?{s‘l_':\l‘P‘T'lo.\' | INFLATION
MARKET PRICES (V) | N milion |~ CNDITURES | (%)
A million ' " (Xa) X3
1987 | 2030371 %a;%*Wrﬁ-
1988 275,198.2 1130133 | 383
]989 40)7629 136,56\)] i 409 q‘
1990 497,351.3  169.309.2 ; 75
1991 5742821 218692 8 i 13.0
1992 909,754.2 396.156.5 I a5
1993 1,132.181.2 85.027.9 | 5296236 572
1994 1,457.129.7 103.460.5 | 6869898 570 |
1995 3,001,0417 | 1084903 |  1517.2359 8 |
BE 41358136 | 1343032 | e
1997 | 4,300,209.0 (776487 | 2401995 8 |
—t " 50.065.1 Lot R 3
| 1998 | 4,101,0283 e omests | 66
1999 | 4,779,966.0  A7geh ,;_ - TR
e . apg5 |C s = |
2000 6,850,228.8 o 189
B =370 | 4880454 ] |
001 7.055.331.0 il M 129
R B 140
T B e b i it
“56\——7’98—1/—’”{'655‘7_3,9;1,. — 372,560, 150 ;
=08 | 10,136364.0  —055170 [l E———-
2004 iEEezs | ik 1|
g T jpsdanl | e
2005 3,643,059.7 TR L
RIS BESS
006 4,636,148.7
. s
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> | ST e T

Source: National Byreay of Statisticg (NBS) and Cent;;lhf; ;\ A s e : 7_*]
8 ‘al Bank of

Nigeria (CBN)
NOTE: Figures for piy. i
vate Consmnplmn Expenditures from 20052007 were derived
A & 2 CTIve
using the 4-paint Moving Averages

42 EMPI 7
RICAL RESULTS AND INTERPRETATION OF THE REGRESSION
RESULTS

In the previ ti &
Previous section the models 1o be used were stated and discussed in details. In this

section the model is analysed in details. In presenting the cstimated equations, the figures in

parenthesis represent t-ratios.

MODEL 1

GDP=Bg+BX,+U

GDP =1689812.0 + 6.912X,

R?=0.672, Adjusted R? =0.655, F = 39.004
DW=1.396 (2.020)(6.245) N=21
MODEL 2

GDP =Bg+ B/ X+ B:Xp + U

GDP = 208639.46 + 4.360X; + 1.120X;
R?=0.761, Adjusted R?=0.735, F=28.692

DW=1.893 (0.224)(3.151)(2.587) N=21

S




MODEL 3
GDP =B+ BIXI r Bng"‘ B;u

GDP =263183.14 + 4 35> Xi+Lllax, -1605.091x

R* =0.761 Adjusted R?=,719 F=18.069

DV =1.894 (0'172)(3-034)(34]2)(—0.046) N=21

INTERPRETATION AND ANALYSIS OF RESULTS

MODEL 1

This model aims at examining the impact of total savings (as a basis for the degree of income

inequality) on the overall performance of the econoiny, I'tom the result R? is 0.672 which
shows that total savings will affect the overall performance ol the economy to the tune of 67%
within the period being studied. The adjusted R* also shows a positive relationship of 65%
while F-statistic is 39.004 and DW is 1.396 which falls within the acceptance region and
shows no presence of autocorrelation. Therefore the hypothesis that the degree of income

inequality in the Nigeria economy will affect the overall performance of the economy is

accepted.

MODEL 2

Model 2 examines the effectiveness of government poverly alleviation programmes using
ode

total savings and private consumption expenditures as a yardstick. The two variables
a

H 1 SAAQE AQ AT his
2 « b implies a 9% increase as compared to model 1.T
combined together gave R” of 76% which implies a %7
res combined will affect the level

means that total savings and private consumption expenditu

‘ j ? increasés to 74% while F-statistic is
of poverty to the tune of 76%. However adjusted R” incree

58




28692 and DW is 1.893 ShOV\’iﬁ 1
£ no autocorrelauon. The decrease ip the value of F
’ ; Of F-statistic
means that there might pe S0 i
me hiddep Parameters ynjey, 110 the researcher t f
Ut one fa
stands out that there eXists g positive pa i

| Iat1onsh1p between total savings and private
consumption expenditures g el of

nd the leve] of Poverty in the ceonomy. Thus the hypothesis that
the government proor e Tective |
g Programmes gre not effective in the alleviation of poverty in the Nigerian
€CONOmY is accepted,

MODEL 3

This model is aimed at ex

umiﬁing the effect of (ol savings, private consumption
expenditures and inflation rate on the magnitude of poverty in the cconomy, R is 0,761
which shows that the three variables combined will affect the poverty level to the tune of
76%. Both values for the adjusted R and F-statistic decresse 10 0.719 and 18.069respectively
in contrast to their values in model 2. The adjusted R” of shows a positive relationship among
the variables while the DW means that there is no autocorrelation. Therefore the hypothesis

that total savings, private consumption expenditures and inflation rate will have effect on the

magnitude of poverty in the economy is accepted.

Figure 3: EMPIRICAL RESULTS AT A GLANCE

A / T Si !
MODELS | R’ ADJ[IJgTED F-STATISTIC | DW T ie

0.655 39.00; 1.396 | 2.020,6.245 | 0.058,0.000

e

1893 | 022431512 | 0.825,0.006
S 587 0.019
. 1894 | 017230342 | 0.866,0.007
e 412,-0.046 | ,0.027,0.96
4
= ]
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Figure 4: INTERPRETATION OF APR[ORI RES[
\___‘__—‘—\_‘

VARIABLES SLOPE A PRIOR]
i
B 4.352 +
il %__——\_,,,‘_\_,,¥ L Led
B: 1.114 + |
L._ -1605.091 +:

= Conformity

= Non-conformity
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51 SUMMARY oOF FINDINGS

This research work i
has EXamined the measuremen;

and determinants of poverty in the
Nigerian economy. |
- It ha /

s also analysed (fe Consequences of poverty on the overal|

performance of the economy.

Poverty incide; is signifie
y dence is significantly greater and the depth or poverty deeper in rural areas,

G S,
About 63% of people living in the tural areas are poor. compared with 42% in urban areas.

The primary livelihood of the rural populace is agriculture (85%); the majority of the farmers

are uneducated, and they use few inputs to support their farming. For many in Nigeria, life

has been stagnant for decades.

Poverty in Nigeria seems to have worsened over the 1990s, and then reduced in the early part
of this century. However, population growth rates have meant a steady increase in the
number of poor from 39 million in 1992 to 69 million in 2004, Specifically, the following

were observed during the course of this work:

i. There is no one cause of poverty but combinations of several complex factors
contribute to poverty. They include low or negative economic growth, inappropriate
macroeconomic policies, deficiencies in the labour market resulting in limited job
growth, low productivity and low wages in the informal sector and a lag in human
resource development. Other factors which have contributed to a decline in living

it d Cl’mllllal 5 O 4ed ing de increase i ime and wviolence,
poverty nectude CTeas n crim
S andards aﬂd are de al (5]

6l



iil.

V.

environmental degradatiop, retrenchment of vy f
OTKer, a fall

in the rea] value {
) of safety
nets and changes in family structure |

Although various 4
PProaches have beep tried to fight poverty, not much has been

achieved as evidenc / isi
idenced by the nsing trends of poverty throughout the country

ssity but not a sufficient condition.

Hence, fi an effecti i
» for growth to be an effective strategy, it has to be accompanied by a deliberate

T g1 4 o H 3 w— ¥
provision of enabling infrastructural environment that can sustain economic

development.

For Nigeria to deal effectively with her poverty problems, it is crucial that sustainable
long term solutions are devised to salvage the current trend. Fighting poverty is a
daunting challenge that requires a multifaceted approach in line with the multi-

dimensional nature of poverty.

The degree of income inequality in the Nigerian economy will have an effect on the

overall performance of the economy. Despite the institutionalisation of several poverty

alleviation programmes, many have performed below expectation due to insincerity of

purpose on the part of government, bureaucracy and inability to distinguish between

economic development planning and social development planning,

52 CONCLUSION

In conclusion, I wish to categorica

options and cosmetic implementation and

lly state that until Nigeria do away with plastic policy

face the reality of poverty, any programme billed to
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address the issue (of boverty) will remajy a myth

ol a utopian pp;
2 phxlosophy And this wi
onsequently, affect adve : . i
ey 1sely the degree of developmen and growth in ¢}
£ 1€ Country.

The adoption of people-oriented
ed and pro-poor social policies, investment in rural a d
- : al areas and in

agriculture, ncrease investme in info 1 5
nt 1 1 l'!l]gll]()ﬂ teChﬂﬂlos\ ‘dl'ld hl‘,ﬂhh care provision of no
L= 3 n-

interruptible electricity far .- )
i 1ty for cottage industris, good roads for distribution of goods and

services, investment ; capital : : L
in human capital gng skills training (and retraining) for jobs that are

available are w ist ; = -
2YS 10 assist in poverty ulleviagion, I'he leaders of Nigeria should develop a

compelling vision that would Create a sense of purpose in citizenty, teach the children the

values of hard work, creativity and pride in our country and encourage and reward honesty.

This will enable individuals to change their behaviours and actions that are inimical to the

nation’s prosperity,

Finally, no poverty alleviation programme in any couniry would be successful - without
controlling corruption and government waste. showing (ransparency, accountability and

effective leadership. These, without a doubt, are among the myriad of issues facing Nigeria

today.
5.3 RECOMMENDATIONS

The multidimensional nature of poverty demandsmultifarious policy options.

Therefore, the reconuncndzitionswould be discussed in order of gencral and sectoral
»
views.

53.1 GENERAL RECOMMENDATIONS

These include:
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i.

iii.

Vi

vil,

T L
he necessity to mil]lIIll/C 1¢ elfec 5 8 I AT mounting
7 L 15 years ol my lanagem { £

foreign debt i
an ' credibil; i
gn d low credibility ratng with foreign investars:

Restructure the economy away from excessive |
3 SLUSSIVE amport dependence through

aggressive ex i i i i
Port orientation angd nnovative diversification of s export base

beyond mj
n lrene |
y neral  resources: complemented by antidumping laws and

countervailing . ‘o
tvailing duties aimed at protecting domestie industries in which Nigeria

has comparative ady antage:
The need to integrate ino the increasing cconomic globalization with
improved infrastructure and friendly macroeconomic policy environment;

Ensure good economic management. which should embrace appropriate

exchange rate policies and a further opening up of the economy through

privatisation;
Rehabilitate and provide infrastructural facilities;

Strengthen the existing poverty alleviation institutions especially Family
Economic Advancement Programme(FEAP) for effective performance rather

than establishing new ones:

Ensure political stability through democratic system which should provide

good governance characterized by transparency and accountability;

Ensure macroeconomic stability and growth with development which is the

first practical means of reaching the poor since without growth there can be no

expansion which will create employment and increase income for distribution;
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viil.

.32

X

Institute policies which ar dheetly foeysed On e s ik

J L 7
schemes that would merease their produciyvity gid Widlies Wironsgh i st
mncreased supply of erttically needed nputs and lay increased erphes "

mo T ok EL 3
making basic SOCLO=cconomic inlrasteueture {educition i haalthy ey

roads. potable water. and electricity) availability 1o the Pt

SECTORAL RE('()MMICNI!,-\'I'IUN.\
On sectoral basis, the following policy e
required:

Concerning agricultural sector, there is need for prom
community based or local government urcas which should ioiie fe

development of an integrated agro allied industry and overcome e

=

consequences of years of mismanagement, notably.

poverty, mounting foreign debt and low credibility rating

investors and creditors.

The need for Nigeria to develop her manulacturing potential cameet b owss
emphasized. Nigeria’s manufactured products (light hovsehold e NI
processed food, shoes, detergents, elc) have made deep in wad e e

continent in spite of capacity underutilization that charagiorises e s

sector.

With tespect to service sector, there is necd [or Nigeria G wiegian m
worldwide information technology especially the Interiet Whoie wigs (gl

services functions are performed.
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Xii.

xiii.

I cre 1S Ileed o u 5 Y
pgl‘ade | < 5 espec for C ag d and
b()tlal WL“E!I"L‘ service espe 'jli”\/ (
lsable th 2N > P 1 |
S¢€ cate: et '
gories of citizens are more vulner | i
d (l as tl € (8] rable o nvcrty

COHC[ete po ici (e C s
hCIES on ex
Xt debls
rnal d(btb and other il'llbulal]CcS shoul
d be pur.‘ucd to

arnel].() ate the e
external ¢ strai B Ve nent effort
onstraints to economic de "Ll[)prl :nt effo
8
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