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Abstract
The contribution of household endowments to poverty in Nigeria has received little attention
despite the fact that both human and capital asset endowments are important determinants of
poverty outcomes. This paper thus examines empirically the role of household physical and
human assets endowments in determining poverty in Nigeria between 1985 and 1996. Using data
from the national consumer surveys of 1985, 1992 and 1996 we estimate Probits for the three
periods and found that household endowments are significant determinant of poverty among both
rural and urban households. Out of all these endowments the education of the household head
stands as the most important determinant of poverty in Nigeria.
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The Role of Household Endowments in Determining Poverty in Nigeria
1. Introduction

Nigeria has experienced a high incidence of poverty in the last two decades. These
have been largely traced to the adverse macroeconomic performance of the economy
especially as dictated by the effects of negative external shocks and the adjustment reforms
that were initiated in response to the shocks. Succeeding governments have not been able
to adequately cope with this deep-rooted problem.

Studies on poverty in Nigeria have not been given priority until recently. The reason
for dearth of studies on poverty in Nigeria can be traced to two main reasons. First, before
the oil crash of the eighties, government did not view poverty as a main problem. Second,
there were no household survey data to be used for such analysis.

The situation has however changed as the country is now confronted with both
economic and social problems. In addition the Federal Office of Statistics has been able to
conduct various household surveys which have information that can be used in analysing
poverty. Although the available surveys cannot be termed as being the best yet they provide
useful background for investigating the poverty issue in the country

Within the last five years, studies have been conducted on poverty in Nigeria1. Most
of these studies have examined the poverty profile of the country, but have not examined
the role of specific household endowments in determining poverty among various
households. Incidentally, the contribution of household endowments to the poverty levels
of such households cannot be overemphasised. Grootaert (1997) and Ellis (1998) have
argued that household asset endowments play a key role in determining poverty. Such
endowments include both physical and human capital assets. Stifel and Sahn (1999) have
even shown that in the absence of money-metric information in certain surveys it is possible
to construct an asset index that can be used in measuring poverty.

In African countries, these assets serve as sources of opportunities (or constraints)
to getting out of poverty by different households. The endowments determine what they
do, how they do it and their capability to adapt to changes beyond their control. The
availability of household endowments can thus suppress opportunities for some members of
a community while enhancing others. As a result, a key factor in ensuring a good and
sustainable quality of life may lie on a more equitable distribution of physical assets
combined with the human assets of a household. An important issue here is that these helps
to expand opportunities to be more productive or to obtain credit facilities or even to serve
as safety nets. Incidentally the contribution of household endowments to poverty status of
households has received insufficient attention despite the fact that they are invaluable to
poverty outcomes. This definitely represent substantial gap in the qualitative understanding
of household poverty status (Grootaert, 1997). The pertinent question thus becomes what
roles do household endowments play in determining poverty in Nigeria? This paper intends
to provide answers to this question.

In many African countries, study on intertemporal comparison of poverty is scarce
(Stifel and Sahn, 1999). This serves as binding constraint to understanding the implications
and effectiveness of economic policy and has contributed enormously to the controversy on
the performance of many of these countries over the years. As a result it becomes necessary
to investigate the intertemporal dimension of poverty in Nigeria. The dual nature of most

                                               
1 Such studies include Okogie et al (1999), Aigbokhan (1998), World Bank (1996), Canagarajan et al
(1996) and Ogwumike and Ekpenyong 1996). In fact the Annual Conference of the Nigerian Economic
Society specifically focused on poverty alleviation in Nigeria.
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African economies indicates that the conditions among rural households are inherently
different from those of the urban households. The location also has great impact on the
quality of endowments available to each household. Hence we shall examine the impact of
these endowments separately for urban and rural households.

This paper examines empirically, the role of household endowments in determining
the poverty among households in Nigeria. In doing this we examine the roles of these
endowments and compare them with other determinants in the period between 1985 and
1996. In order to do this, we have used exclusively data collected by the FOS under the
National Consumer survey (NCS)2. The extent of endowments that is considered is dictated
by data availability especially in the national consumer survey that is used for analysis. We
however distinguish between physical and human capital as components of household
endowments.

The paper proceeds as follows. The next section presents an overview of the
economic and social conditions in Nigeria as a background. Section 3 presents the
methodology, data and estimation technique. We then present in section 5 a multivariate
Probit analysis to investigate the importance of household endowments relative to other
determinants of poverty in Nigeria. We also make an intertemporal comparison of the result
obtained from urban and rural households before concluding and making policy
recommendations.

2. An Overview of Economic and Social Conditions in Nigeria
Nigeria is supposed to be a rich country given the enormous human and mineral

resources available in the country. As a major oil exporting country, the nation enjoyed
massive windfall from the oil boom of the seventies. However, inadequate policy response
led the nation to become worse off when the negative oil shock set in the eighties. The
nation had to embark on adjustment reforms in 1986. The effects of the reforms have been
widely documented (see Iwayemi ed. 1995, World Bank 1996). Incidentally, one issue that
keeps recurring is the increasing poverty level in the country.

Nigeria is a poor country judging from its $260 per capita in 1996 and during the
nineties the nation showed no appreciable growth in the growth of per capita GDP (see
Table 1). In fact it declined for most part of the decade except in 1996 and 1997 when per
capita growth rate is 0.54 and 0.32 respectively. This is however, in line with the average
growth of real GDP which averaged about 2.5 percent in the last ten years although the
performance was marked by variations from 1.01 in 1994 to 3.38 in 1996.

The performance of investment has also not been impressive as investment as a
proportion of GDP fell from 10.93 in 1992 to 5.72 in 1998 with prejudice to an increase to
11.61 in 1994. The low performance of investment in the country has often been traced to
the low level of domestic savings. As revealed from the table savings as a percentage of
was hardly enough to improve investment rates. In addition it has been declining over the
years and by 1997 it was 1.58 percent of real GDP.

The external resources that are supposed to augment domestic savings have also
been on the decline. This has been traced to domestic instability and the declining credit
worthiness of the country in international credit market. It was therefore not surprising that
external debt as a percentage of GDP declined from 99 in 1992 to 19.1 in 1997. The
declining fortunes as shown from the macroeconomic indicators means that the effect will
transmit to the individuals and the households within the economy. One of the main aims of

                                               
2 Three NCS surveys were conducted during this period in 1985, 1992 and 1996
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the government in the economy is to ensure fair distribution and equity. However, the
revenue of the government has also declined which constrained its expenditure and by 1997
government expenditure as a percentage of GDP fell to 11.38. Even then a substantial
portion of the expenditure is spent on debt servicing and payments.
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 Table 1: Basic Economic Indicators
1992 1993 1994 1995 1996 1997 1998

Real GDP (Annual
Percentage change)

2.9 2.68 1.01 2.14 3.38 3.16 2.36

Real per capita GDP
(Annual Percentage change)

0.0 -0.73 -1.93 -0.66 0.54 0.32 -0.46

Consumer Price (Annual
Percentage change)

44.5 57.2 57 72.8 29.3 8.5 10

Gross Domestic
Investment(as a Percentage
of GDP)

10.93 10.66 11.61 9.29 5.78 6.84 5.72

Gross Domestic Savings(as
a Percentage of GDP)

22.17 13.36 6.37 8.48 -3.33 1.58

External Debt (as a
Percentage of GDP)

99 90.8 70.9 36.2 26.2 19.1

Government Expenditure
(as a Percentage of GDP)

16.9 27.43 17.58 12.57 12.22 11.38

Government Revenue(as a
Percentage of GDP)

9.69 11.98 9.91 12.63 13.8 11.22

Source: Central Bank of Nigeria Annual Reports and Statement of Accounts (Various Issues)

The declining growth of the country cannot be divulged from the increasing
population, which had reached 108.2 million by 1998 (CBN 1998). The total fertility rate
has remained stable at about 6 since 1992, which means that the population of the country
will continue to grow at a high rate for some time to come.  It may then become difficult to
meet the basic need of the vast majority of the people if drastic positive actions are not
taken. Hunger is still prevalent in the country despite the slow but steady growth of food
production. Food import has not been able to fill the food gap in the country. As a result
the average individual in the country still consume less than the standard calorie intake. The
average calorie intake, which was 2200 in 1992, reduced to 1915 in 1998.

In addition, many households still do not have access to good health facilities and
population by physicians keeps increasing over the years. By 1998 there were 4977 persons
to one physician in the country. This is similar to the population per hospital bed, which has
also increased to 1738 persons per hospital bed in 1998. Given this bleak health situation,
infant mortality is high with 114 deaths per 1000 babies in 1998. This still represents an
improvement over the 191 deaths per 1000 babies, which was the situation in 1992.

Table 2: Basic Social and Demographic Indicators
1992 1993 1994 1995 1996 1997 1998

Population (million) 91.5 84.10 96.85 99.50 102.31 105.21 108.19
Index of Food production
(1984=100)

254.2 266.3 276.8 285.4 298.1 307.3 316.1

Population per Physician 3867 3717 3701 3707 4706 4839 4977
Population per hospital
bed

1130 1277 1304 1477 1655 1632 1738

Life Expectancy 52 52 52 52 53 53 54
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Infant Mortality (per
1000 live births)

191 191 195 114 114 114 114

Daily Calorie Per Capita 2200 N/A N/A. 2000.5 1910.5 1915 1915
Total Fertility Rate 6.3 6.3 6.3 6.3 6 6.1 6.1
Pupil Teacher Ratio
(Primary)

39 41 50 60 48 52 54

Source: Central Bank of Nigeria Annual Reports and Statement of Accounts (Various Issues)

In the case of education, the nation has an above average education system
compared to many African countries. Illiteracy in Nigeria is as a result of absence of large-
scale adult literacy programme. Even then adult literacy is 49.4 percent in 1994 while the
1996 gross enrolment rate in primary and secondary schools are 87 and 34 respectively.
Despite this the pupil teacher ratio in primary schools is high at 54 in 1998. This is
associated with increase in student enrolment and increase in the proportion of eligible
students attending schools. With the recent introduction of the UBE programme, school
attendance is expected to increase at all levels in the country.

These macroeconomic indicators suggest that the social and economic condition in
Nigeria leave much to be desired. Beyond the macroeconomic factors there are various
factors that lies within the household that contribute significantly to poverty incidence. The
main issue is that poverty tends to be in a vicious circle and in the absence of endowment
that can empower the vulnerable, poverty would lead to poverty such that absolute poverty
also leads to absolute poverty. As such household characteristics and endowments are
important factors that should be considered in identifying whether a household could
escape poverty or not.

3.1 Methodology, Data and Estimation Procedure
The data set for this study comes from panel data for 1985, 1992 and 1996 National

Consumer Surveys (NCS) of the Federal Office Of Statistics. The surveys covered a
representative sample of the economy and while the 1985 and 1992 surveys have a sample
of about 10,000, the 1996 survey has an increased sample of 14,600 households selected
from all the states of the country.

The dates of the surveys coincide with certain epochs in the economic history of
Nigeria. In 1985 Nigeria was experiencing the worst economic crises caused by the
combination of crash in oil prices and the debt crisis. By 1992 when the second survey is
being conducted, the country had gone through a comprehensive (World Bank and
International Monetary Fund) supported structural adjustment reforms. Incidentally there
occurred a wide range of policy reversals since 1993 and when the 1996 survey was
conducted it then provides avenue to investigate the impact of these policy reversals on the
economy. This is important because perception of households concerning economic
conditions during these periods and Grootaert (1997) has shown that in different economic
environments, the determinants of poverty can be expected to differ in relative magnitude
and/or in sign.

Defining a Poverty Measure for Nigeria
The starting point for our analysis is to define a poverty measure for Nigeria. In this

paper, we have followed the standard practice and choose per capita expenditure as a
measure of welfare. This is preferred to income because literature has shown that income,
as a measure of welfare especially in SSA is prone to many flaws. First, income varies from
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year to year and from season to season depending on farm production and prices (two
variables that are also not stable). The approach using per capita expenditure has been used
in many studies on poverty in Nigeria (see World Bank, 1996 and FOS 1999).

The next thing that we did was to determine a poverty line. A poverty line is often
defined as a predetermined or well-defined standard of income or value of consumption,
which is deemed to represent the minimum required for a productive and active life or even
survival (Okumadewa, 1999). There is controversy in the literature on what exactly a
poverty line is. There are two main approaches that have been used to determine poverty
line in the literature and they include the absolute approach and the relative or subjective
approach. Under the absolute approach, a household is said to be poor if its income or
consumption level is insufficient to acquire a given level of goods and services regarded for
essential minimum standard of living. The poverty line from this approach usually has a
fixed value. The popular methods in estimating these poverty lines include the food energy
intake and the cost of basic needs methods.

The relative or subjective approach defines the poor relative to others in the same
society or economy. A relative poverty line varies as the average of total population
consumption varies. E.g. when the poverty level is fixed at 2/3 of the mean. The relative
poverty line is both subjective and arbitrary. It is as a result of this that studies often
standardise it against some cost of basic needs in the economy (e.g. cost of recommended
dietary intake or some internationally acceptable measures like US$1 per day).

These controversy notwithstanding, the main issue in poverty line however, is to be
able to get a poverty line that offers a consistent poverty profile so that we would be able
to compare precisely poverty among households.

In this paper we have chosen a relative poverty line as dictated by the data available
The NCS data does not include data on intangibles or physical quantities of food
consumed. It is thus not possible to estimate neither food poverty line nor the absolute
poverty line. Hence we set the poverty line based on household expenditure. Our poverty
line is thus set equivalent to the two thirds of the mean per capita expenditure.

This produces a poverty line of N359.4 for 1985. This figure is higher than the
minimum wage of unskilled labour in 1985 and will provide a basket of goods that would
give about the FAO consumption standard of 2100 calories per day

In order to derive the poverty line for the other two years a raising factor which is
the ratio of CPI of those years to that of 1985 was used. This implies that the cost of living
had gone up by that variation between 1985 and 1992 and also between 1992 and 1996.
The factors were 5.816 for 1992 and 28.56 for 1996. These translate to a poverty line of
N2299.65 and N11292.62 in 1992 and 1996 respectively.

We then use the poverty line to calculate poverty indices for the urban and rural
households in Nigeria. The poverty line also helps us to classify the poor and non-poor,
which is used in estimating our Probit specification

In addition on the issue of the indices to be used in the measurement of poverty, we
follow the common practice and use three measures from the Forster-Greer-Thorbecke (Pα)
class of poverty measures.

The general class of these poverty indices is given by
(Pα) =∫{(z-y)/z}α f(y)dy … 1

Where z is the poverty line, f(y) is the population density function of income.
The three indices used are P0, which is the headcount ratio, P1 which is the poverty

gap index and the poverty severity index P2. The three measures relate to different
dimensions. While P0 which is the headcount index is a purely informative index indicating
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the percentage of households in the sample that are poor, P1 and P2 accord more
normative perceptions concerning the measurement of poverty. They represent the depth of
poverty and the severity of poverty respectively.

Before we examine the multivariate analysis of the determinants of poverty, we first
present the poverty profile based on four types of households in order to get a snapshot of
the trend of poverty between 1985 and 1996 in Nigeria

3.2 Poverty Profile and Trends in Nigeria 1985-1996
In this section, we report the poverty estimates by both gender and location characteristics.

Table 3: Estimates of Poverty by Gender of Household Head and Rural/urban
Sectors (1985-1996)

1985 1992 1996
P0 P1 P2 P0 P1 P2 P0 P1 P2

Total Rural
Households

51.4 36.7 18.0 46.0 39.7 21.3 69.3 35.9 20.7

Total Urban
Households

37.8 31.9 14.4 37.5 35.9 18.0 58.2 35.6 20.6

Total male
Households

47.3 35.2 16.9 43.1 38.0 19.8 66.5 36.1 20.9

Total Female
Households

38.6 35.0 16.7 39.9 42.5 23.7 58.5 32.9 18.6

Total Nigerian
Households

46.3 35.2 16.9 42.8 38.4 20.2 65.6 35.8 20.7

Source: Author’s calculation based on the National Consumer Survey data
Table 1 presents the headcount depth and severity index for the country. Generally

it is revealed that the incidence of poverty reduced in the country between 1985 and 1996
before increasing between 1992 and 1996. Poverty among rural households decreased
slightly between 1985 and 1992 before soaring by 50.65 percent between 1992 and 1996.
However, poverty remained virtually the same between 19985 and 1992 before following
the trend of rural poverty by increasing as much as 55.2 percent between 1992 and 1996.
Even with the rate of increase in urban poverty, the incidence of poverty remains higher
among rural households. The Table also reveals that both depth and severity of poverty are
very high. Between 1985 and 1996 these two indicators were higher among rural
households than the urban households. Incidentally, the gap appeared to have been bridged
by 1996, which indicate that many urban poor households had become poorer.

We further investigate the gender profile of poverty, as we believe that the poverty
status of these two groups depends on the endowments that are available to them. Both
female and male-headed households have different endowments, which can lead to a
difference in their poverty status.

During the period under review poverty remains more prevalent among male-
headed households. Although the gap between the two types of households reduced in
1992, it further widened by 1996. This can be explained by the fact that while poverty
reduced by 8.88 percent among male-headed households between 1985 and 1996 it
increased among women headed households by 3.37 percent. Incidentally, between 1992
and 1996, the incidence of poverty rose astronomically in both households by 54.3 and 46.6
percent for the male headed and female-headed households respectively. It should be noted
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that both depth and severity of poverty reduced between 1992 and 1996 among female-
headed households as against male-headed households where it is only the depth of poverty
that reduced.

Table 4: Household Average Real Per capita Expenditure (1996 Naira per month)

1985 1992 1996
Total Rural
Households

1129.78 1661.70 918.28

Total Urban
Households

1492.53 1975.40 1276.75

Total male
Households

1240.12 1774.93 1017.54

Total Female
Households

1454.87 1840.14 1307.61

Total Nigerian
Households

1265.90 1781.70 1048.91

Source: Author’s calculation based on the National Consumer Survey data
As revealed from Table 2, per capita expenditure of households increased between

1985 and 1992 before reducing between 1992 and 1996. Per capita expenditure is high
among urban households compared to the rural households while it is also high among the
female-headed households compared to the male-headed households.

The geographical situation is compatible with the Nigerian situation were many
households in the urban areas work in the formal sectors and thus have access to high
paying formal employment. In addition, it has also been documented the extent of
moonlighting by urban workers coupled with the vibrant informal sector (see Olaniyan and
Busari 1999).

In the case of the male female dichotomy, male-headed households have lower per
capita expenditure generally because they contain more persons on the average than the
female-headed households.

3.3 Household endowments as determinant of poverty in Nigeria
There is abundant empirical literature on the issue of poverty determinants and

different studies focus on different aspects of the issue. This is due to the multidisciplinary
nature of poverty as economic, social and political environments all contribute to the
creation of conditions, which determine the state of poverty3. Many factors have been
identified as determinants of poverty and chief among them are household endowments.

Ellis (1998) submits that endowments help the household to diversify their source
of income and thus reduce the risk of overall income failure by diluting the failure in any
single income. This is because as stated by Grootaert, Kanbur and Oh (1997), household
endowments helps the household to have access to income from different sources of
income, hence it helps to reduce intra year income variability which is common among rural
households in Sub-Saharan African countries..

Various approaches have been followed in examining the determinants of poverty.
Empirical studies on the determinant of poverty have used different methodologies. They
include the classical regression approach to estimate the per capita expenditure function

                                               
3 These various determinants are treated in the 1990 World development Report of The World Bank.
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(see Grootaert 1997). Others have utilised the Probit estimation technique (See Taddesse et
al 1999) and some others the discriminating factorial analysis (see Kamgnia and Timnou
1999).

Model Specification
In order to examine the role of household endowments in determining poverty in

Nigeria, we specify a binary response model (poor/non-poor) to be estimated by Probit.
The Probit specification is designed to analyse qualitative data reflecting a choice between
two alternatives, which in the case are the poor, and the non-poor. According to Grootaert
(1997) it represents a convenient way of quantifying the relationship between the
characteristics of the family and their poverty status. The dependent variable takes the value
of zero or one where one represent being poor and zero otherwise. The Probit specification
then provides a model of the probability of observing the poor.

The binary model is specified as follows
Prob (s=1) = F(z- βx) … 2.

Where F is the cumulative probability function, z is the poverty line, β is the vector of
parameters, and x the vector of household characteristics, which include household
endowments. The specification models the probability of being poor as dependent on the
household characteristic (x) with weights given by the coefficients β. The task of estimation
is to find the best values for these coefficients.

Definition of Variables
The role of household endowments in determining poverty is captured in our

regression in two ways. The first one is done by including the value of the assets as
measures of potential earnings while the second is to examine the pattern of actual earnings
realised in the household. The second approach is implemented by including the shares of
income from various sources. Generally, the independent variables used in this paper are
categorised broadly into six. The first two classifications represent the household
endowments. The first is used for human asset endowments while the second is for physical
endowments. Literature has revealed that human capital is embodied in the members of the
households (see Sen 1985)4. Our main focus is the household head because in many African
countries takes decision on the activities of the members of the household including their
education and training, duties and expenditure. The quality of the head of the household is
thus an important asset to any household

In order to capture how this affects the household we have included age and the age
squared of the household head. This serves to capture the experience as well as the stage in
the life cycle of the household. The experience of the head helps to determine how he can
cope with situations as well as how to alleviate the status of the family.

In addition, the educational level of the household head is another important asset
to the household. This is because it influences the way in which the household relates to the
labour market in terms of the type of jobs searched for and the type of enterprise that the
household engages in5. It also influences the perception on basic social variables like the
health and sanitation of the family.

                                               
4 The number and types of variables used for both human and physical capital is limited by the information
available in the NCS data.
5 The educated head can seek formal employment, which helps him to avoid poverty.
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The size of the household will also determine its poverty status. Although the NCS
does not have information on the specific educational attainment of the members of the
household, we have included the number of the members of such households. As a result
the expectation can both be negative or positive. If the quality of the members is low then
we expect a positive effect and negative if otherwise.

The second component of our independent variables is the physical assets. Physical
assets are important because they affect the degree to which income can be smoothened
over time by borrowing or by selling assets. Here we use two variables, ownership of other
business and ownership of land or house. The ownership of other business is captured in
Naira value and represents all income that accrues to the household apart from the income
earned from basic wage. This represents the income earning potentials of the households
and makes a difference in the income of different households in the same employment with
the same basic wage income. In addition, this variable acts as  an indication of  business
volume and equipment value.

The second physical asset is the ownership of land or house. The NCS data does
not differentiate between land ownership and house ownership. But we use the information
on imputed rental income to compute a dummy for house ownership by the household. This
has important implications for poverty as house/land ownership can serve as collateral for
credit in addition to its primary function of providing shelter.

We have also included variables reflecting the income composition of households.
This serves mainly as reflection of asset combination of the household. It is expected that a
household with good human and physical assets would be able to generate substantial
income from other sources apart from basic wage income. This has implication for escaping
poverty as it proxies households’ abilities to respond to economic changes and as
alternative view of household asset. This is made on the belief that household of equal
endowments may have different income composition which reflects the differential ability to
take advantage of one’s potentials. As a result this variable also measures the innate skills
and entrepreneurship ability of household heads that can diversify their income base so as to
reduce vulnerability to shocks (see Ellis 1998).

Nigeria is a large country and as such one can expect variation in poverty status
across the various regions of the country. We therefore include 4 regions as categorical
variables. The four regions are the Northwest, the Northeast, the Southwest, and the
Southeast6. The last set of variables is the socio-economic variable. Here, we have four
variables which are farmer, formal employment, informal employment and others. Earlier
characterisation of poverty profile has shown that poverty is different using along this
decomposition. (World Bank 1996)

It should be noted that the last categories of independent variables serves as control
variables in the regressions.

The means and the standard deviation of the explanatory variables are presented in
Table 3. The total amount of human capital depends on how much is embedded in the
household head. Generally, education level is lower in rural areas than the urban areas. In
both areas however, the level of education is still low as the mean years of education
reveals that most head of rural households have had less than 4 years of education while in
the urban areas, it was just a little over six years. Incidentally, the mean education even fell
between 1985 and 1996 among rural households while there is no appreciable difference in

                                               
6 Some studies like FOS/UNICEF (1995) have shown that there is wide disparity in the standard of living
in these regions.
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the case of urban-headed households. As for the age of the head, it reduced slightly among
rural households while urban households increased but also slightly over the period of
analysis.

In the case of physical assets, the value of income from other business enterprises
owned by the head of rural household increased from 105.101 in 1985 to 819.272 in 1996
which represent a tremendous growth rate. Despite the low income from this source in
1985, the mean was higher for rural households than for urban households. However, by
1996, the man income from this type of income for the urban households was more than 40
percent higher than that of the rural headed households. This reveals that urban households
have been able to diversify their income composition. Before SAP many urban formal
workers depend mainly on their formal wages and salaries, but with the introduction of
SAP with its attendant freezing of public sector wages, many public sector workers
engaged in private practice and moonlighting. This is what is responsible for the trend. It
should be noted that in 1992 the proportion of basic wage income out of total income was
just 11.8 percent.
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Table 5 Descriptive Statistics of Explanatory Variables

RURAL85 URBAN 85 RURAL92 URBAN92 RURAL 96 URBAN96
MEAN STDEV MEAN STDEV MEAN STDEV MEAN STDEV MEAN STDEV MEAN STDEV

Human Capital Endowments
EDULEVEL 3.121 5.450 6.071 6.541 2.666 4.385 5.889 5.633 2.829 4.450 6.600 5.769
AGE 45.320 13.780 41.572 13.411 45.846 14.095 41.836 13.792 44.955 13.239 43.377 13.705
AGE2 2243.830 1380.689 1908.103 1290.422 2300.457 1421.049 1940.514 1337.082 2196.180 1312.238 2069.845 1357.761
HHSIZE 5.119 4.432 4.934 4.131 5.378 3.694 4.988 3.644 4.531 2.674 4.227 2.975
Physical Capital Endowments
OTHERBIZ 105.101 100.524 61.163 137.687 108.967 825.412 157.985 548.905 819.272 3430.940 1188.144 4427.77
HOUSE 0.7457 0.488 0.803 0.170 0.374 0.484 0.643 0.332 0.353 0.174 0.542 0.886
Income Composition
WAGE 0.408 0.239 0.662 0.244 0.070 0.172 0.118 0.238 0.529 0.290 0.764 0.299
NONWAGE 0.359 0.147 0.222 0.161 0.479 0.318 0.601 0.365 0.145 0.230 0.162 0.263
OTHERINC 0.232 0.124 0.114 0.102 0.438 0.313 0.254 0.307 0.321 0.239 0.067 0.154
Sex of Household Head
FEMALE 0.166 0.372 0.141 0.348 0.141 0.348 0.163 0.370 0.127 0.333 0.184 0.388
Region
NW 0.438 0.496 0.426 0.494 0.152 0.359 0.160 0.367 0.214 0.410 0.125 0.331
NE 0.134 0.340 0.201 0.401 0.429 0.495 0.371 0.483 0.298 0.457 0.177 0.382
SW 0.193 0.394 0.164 0.370 0.154 0.361 0.212 0.409 0.289 0.453 0.177 0.382
SE 0.234 0.423 0.207 0.405 0.266 0.442 0.255 0.436 0.196 0.397 0.519 0.499
Occupation of Household Head
FARMER 0.712 0.452 0.225 0.418 0.724 0.447 0.190 0.392 0.801 0.399 0.167 0.373
FORMAL 0.287 0.452 0.774 0.418 0.092 0.289 0.262 0.440 0.054 0.226 0.259 0.438
INFORMAL 0.124 0.330 0.403 0.490 0.107 0.309 0.413 0.492
OTHERS 0.059 0.236 0.143 0.350 0.037 0.189 0.159 0.366

Author’s calculation from the NCS data
Note: Descriptions of the variables are in the appendix
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Incidentally, this proportion was not maintained and by 1996 the share of other income had
reduced considerably. In the case of house ownership, the mean ownership decreased both in
the rural and urban households.

In order to examine the effects of household endowments on poverty in Nigeria, we
estimate Probit for rural and urban households separately.

4.1       Determinants of Rural Poverty in Nigeria
We estimate two alternative Probit specifications for each of the three years

considered. The first type includes explicitly both human and physical household endowments
together with other determinants of poverty. In the second type, we explore the effect of
income composition of the probability of being poor as an alternative way of measuring the
productivity of asset composition among rural households. The results are presented in Table
6.

The human capital variables reveal that human capital endowments are significant
determinants of the probability of a rural household being poor. Specifically, the level of
education of the head of the household is a significant influence on the probability of that
household being poor. Apart from being the most important contributor to the probability of
being poor it is also very significant signifying the importance of education in determining
whether a household is poor or non-poor. The life cycle effect of the head of the household is
also important. An increase in the age of the household head increases the probability of being
poor. This effect was significant at 5 percent significance level in 1985 and 10 percent level in
1996. Incidentally, the negative sign of the squared age reflects that at very youthful age and
old age of the household head, an increase in the age reduces the probability of being poor.

The size of the household however is however a positive indicator of the probability of
being poor. The bigger the household size, the higher the probability of being poor. These
shows the quality of the household members. The reasons is that either many of them are not
working or they are being remunerated poorly which in the totality leads to a reduction in the
per capita expenditure which we have used as our basis of measuring welfare.

Household physical assets are also significant correlates of the probability of being
poor. The ownership of other business enter enterprises has a strong influence on reducing the
probability of being poor. Incidentally an examination of the three years of analysis shows that
this influence has been reducing judging from the value of the coefficients in the three years.
As for house ownership, the effect, which was not statistically significant in 1985, shows that
in subsequent years, owning a house helps to reduce the probability of being poor among rural
households.
Table 6: Probit Results for the Determinants of Rural Poverty in Nigeria.

1985 1992 1996
INTERCEPT -0.021174

(0.002255)**
-0.009481
(0.005319)*

-0.336581
(0.039657)**

-1.276105
(0.186606)**

-0.282394
(0.103782)**

-0.240499
(0.045115)**

Human Capital Endowments
EDULEVEL -0.026228

(0.005412)**
-0.023366
(0.004616)**

-0.009524
(0.005334)*

-0.009512
(0.005337)*

-0.024057
(0.003328)**

-0.022996
(0.003350)**

AGE  0.014126
(0.011166)

 0.016045
(0.009313)*

-0.008346
(0.007416)

-0.007691
(0.007421)

 0.071906
(0.005151)**

 0.071340
(0.005153)**

AGE2 -9.96E-05
(0.000112)

-0.000170
(9.22E-05)*

9.43E-05
(7.21E-05)

8.59E-05
(7.21E-05)

-0.000643
(5.17E-05)**

-0.000638
(5.17E-05)**

HHSIZE  0.468019
(0.014157)**

 0.281727
(0.009538)**

 0.201581
(0.006556)**

 0.202863
(0.006576)**

0.199882
(0.006527)**

0.007423
(0.083600)

Physical capital Endowments
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OTHERBIZ -0.015462
(0.000595)**

-0.000173
(3.95E-05)**

-4.96E-05
(5.42E-06)**

HOUSE  0.000235
(0.002708)

-0.333680
(0.039604)**

-0.002042
(0.001193)*

Share of Income
WAGE -1.755206

(0.230742)**
0.543499
(0.127767)**

 0.442937
(0.179639)

NONWAGE -1.212086
(0.269233)**

-0.000264
(4.61E-05)**

 0.358817
(0.185425)*

OTHERINC -1.163860
(0.336812)**

0.250166
(0.104398)**

 0.827565
(0.189984)**

Sex
FEMALE  0.097898

(0.073452)
-0.058073
(0.064295)

 0.338852
(0.059300)**

 0.321090
(0.059547)**

-0.240591
(0.039752)**

-0.222188
(0.039750)**

Region
NW -1.571395

(0.263233)**
 0.119306
(0.050844)**

-0.909560
(0.188804)**

-1.241740
(0.196540)**

-1.477786
(0.132921)**

-1.896762
(0.222597)**

NE -1.413299
(0.265958)**

-0.925031
(0.188295)**

-1.257486
(0.187124)**

-1.594980
(0.195292)**

-1.470869
(0.133008)**

-1.887895
(0.222970)**

SE -2.139832
(0.273861)**

-1.211693
(0.193049)**

-1.187188
(0.193666)**

-1.527520
(0.203374)**

-1.495686
(0.135113)**

-1.885342
(0.221817)**

SW -1.830403
(0.269354)**

 0.202905
(0.066706)**

-1.152089
(0.193878)**

-1.496458
(0.202577)**

-1.776589
(0.136910)**

-2.173473
(0.225423)**

Occupation of Household head
FARMER  0.557981

(0.066035)**
 0.46751
(0.62742)

-0.025348
(0.083942)

 0.275975
(0.077336)**

 0.112560
(0.065693)*

 0.146408
(0.067263)**

FORMAL
INFORMAL -0.067439

(0.096652)
 0.223941
(0.089843)

-0.010638
(0.073315)

-0.002297
(0.073293)

LOG LIKELIHOOD -1534.451 -2090.223 -3024.085 -3015.056 -7349.547 -7386.815
PROB > CHI2 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
PSEUDO R2 0.2453 0.1985 0.2390 0.2175 0.1789 0.1834
NUMBER OF
CASES

4044 4044 5719 5719 11358 11358

Author’s calculation from the NCS data
Standard errors are in parenthesis. * Significant at 5% **Significant at 1%.
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In the alternative specification, we realise that wage income is the most important
contributor to the probability of being a non-poor. The situation was the same in 1992.
However, the effect of wage income is not statistically significant in 1996and other income
becomes the main contributor to being poor. The striking point here is that when this happens
then there is an increased probability of being poor by the rural households.

There is also the gender dimension to the issue. Our result shows that among rural
households, there was an incidence of the probability of being poor by a household to be a
female-headed household. However, the situation had changed by 1996.

The impact of regional variables on rural poverty indicates that there are significant
regional differences in the probability of falling into poverty, as all the coefficients are
significant. Nigeria is a big country with different geographical social and cultural
backgrounds. All these combine to lead to differences in the probability of being poor in these
regions.

In addition, our result shows that being a farmer is positively related to the probability
of being poor. In all the three years, it is only farmers that are significantly correlated to the
probability of being poor. However, judging by the coefficients, the effects have been reducing
over the years. Although in 1992, one of the coefficients representing farmer was negative it
was however not statistically significant.

4.2       Determinants of Urban Poverty
We run Probits for urban sampled households and the results are presented in Table 7.

In our estimation we explore the issue of using income composition as a way of measuring the
productivity of household assets.  Our results show that household endowments are
significantly significant determinants of poverty among urban households. In line with earlier
studies, we found that the probability of falling into poverty is greatly reduced by the
education level of the head of the household and it is constant for the whole period of analysis.
In 1985, the probability of falling into poverty increases with age of the household head, but
the probability is reduced at old age and very young age of the head as suggested by the
negative sign of the age squared. The striking part of the result is the non-significant life-cycle
effect on the probability of falling into poverty in 1992. This was however reversed in 1996
when the effect was the same as what obtained in 1986. This shows that there is no
appreciable difference between the urban and rural households.



18

Table 7: Probit Results for the Determinants of Urban Poverty in Nigeria

1985 1992 1996
INTERCEPT 8.87E-05

(7.19E-05)
-0.018749**
(0.001430)

-0.064744
(0.096443)

-0.272576
(0.059648)**

 0.356610
(0.069468)**

 0.363286
(0.069491)**

Human capital
EDULEVEL -0.029251

(0.003622)**
-0.024725
(0.003505)**

-0.023941
(0.005284)**

-0.024138
(0.005265)**

-0.034077
(0.005507 )**

-0.040939
(0.005371)**

AGE  0.029287
(0.009310)**

 0.031103
(0.009047)**

0.003893
(0.009684)

0.005514
(0.009667)

 0.029945
(0.011450)**

 0. 007235
(0.001235)**

AGE2 -0.000307
(9.53E-05)**

-0.000359
(9.27E-05)**

-5.93E-05
(9.67E-05)

-8.01E-05
(9.67E-05)

-6.05E-05
(0.000113)

-3.73E-05
(0.00011)*

HHSIZE  0.270553
(0.008145)**

 0.252535
(0.007834)**

 0.203907
(0.008104)**

 0.198772
(0.008003)**

 0.280761
(0.013191)**

 0.257559
(0.012535)**

Physical Capital
OTHERBIZ -0.008678

(0.000591)**
-0.000324
(5.69E-05)**

-0.000188
(1.65E-05)**

-0.0002204
(0.0001365

HOUSE  0.000686
(0.001662)

-0.254770
(0.019652)*

 0.003048
(0.005635)

0.002869
(0.004392)

Share of Income
WAGE -2.127287**

(0.207119)
-0.261887
(0.118027)*

-0.532111
(0.331743)*

NONWAGE -1.410446**
(0.263804)

 0.062937
(0.035524)*

-0.833954
(0.340701)**

OTHERINC -0.814538
(0.380677)**

 0.115947
(0.082845)

-0.418348
(0.238708)*

Sex
FEMALE  0.194224

(0.094620)**
 0.147622
(0.100859)

 0.123231
(0.082546)

-1.715058
(0.238604)**

0.194941
(0.073456)**

 0.188527
(0.072025)**

Region
NW -1.795759

(0.209198)**
 0.079959
(0.043999)*

-1.016533
(0.230231)**

-1.172250
(0.239980)**

-1.459704
(0.266700)**

-0.884813
(0.423697)**

NE -1.698635
(0.210906)**

-0.345755
(0.039469)**

-1.544938
(0.229030)**

0.131045
(0.082514)

-1.457641
(0.265230)**

-0.878369
(0.421143)**

SE -2.176535
(0.217365)**

0.339522
(0.059179)**

-1.438839
(0.232509)**

-1.604828
(0.242207)**

-1.178234
(0.262102)**

-0.512402
(0.420865)

SW -1.867090
(0.216669)**

 0.036131
(0.060567)

-1.228096
(0.235728)**

-1.391732
(0.245130)**

-1.512744
(0.269920)**

-0.841371
(0.426781)*

Occupation
FARMER
FORMAL 0.657547

(0.056318)**
-0.007989
(0.007403)

-0.334155
(0.079722)

-0.219244
(0.079527)**

 0.032126
(0.085265)

-0.002291
(0.083421)

INFORMAL -0.319968
(0.073284)**

-0.209056
(0.067794)**

 0.058184
(0.078541)

 0.031292
(0.077182)

LOG LIKELIHOOD -2458.299 -2595.714 -1816.472 -1831.026 -1578.574 -1666.303
PROB > CHI2 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000
PSEUDO R2 0.1577 0.1819 0.1654 0.1613 0.1716 0.1799
NUMBER OF
CASES

5273 5273 3977 3977 3037 3037

Author’s calculation from the NCS data
Standard errors are in parenthesis. * Significant at 5% **Significant at 1%.
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The effect of household size depends on the quality of that household. However,
between 1985 and 1996, larger household seem to experience higher incidence of poverty.
This is not surprising given the fact that we have used per capita expenditure figures for
defining poverty line. This use of per capita expenditure ignores the effects from the
economies of scale. Between 1985 and 1996,we found that household size is positively related
to the chance of falling into poverty by urban household and the effect is significant for all the
periods.

The effects of physical capital endowments on the probability of falling into poverty is
also found to be significantly negatively correlated with the probability of falling into poverty.
The effect goes through essentially the ownership of other enterprises. This variable has a
strong negative coefficient suggesting that households that have other business enterprises
have less probability of falling into poverty. Incidentally, house ownership does not seem to be
a significant determinant of a household’s probability of falling into poverty.

The role of household income composition on the probability of being poor is also
significant through out the period of analysis. The coefficients are larger in 1985 than in
subsequent years. It should be noted however that the minimum coefficients are reported in
1992. Generally, the availability of other sources of income reduces the probability of falling
into poverty among the urban households. As for the segmentation variable our result shows
that the sex of the head of the household is very crucial to the poverty status of the household.
In 1985 and 1996, there is a positive relationship between being poor and female-headed
households. This means that female-headed households have a significant probability of falling
into poverty. However, the reverse was the case in 1992.

Regarding the regional and socio-economic variables, our result shows their
importance in determining poverty status in different regions and occupation classes. It should
be noted that the significant effect of occupation disappeared in 1996. This may not be
unconnected to the low wage level in the formal sector. This also have important implications
for the workers in the informal sector due to the general contraction and low purchasing
power in the country.

5. Conclusion
This paper has attempted to investigate the role of household endowments in

determining poverty in Nigeria. Based on panel data collected in 1985, 1992 and 1996.
Our findings show the importance of both human and physical capital endowments in

determining poverty in Nigeria. The importance of education cannot be overemphasised as
education represents an important policy tool that can be used to escape poverty by
households.

In addition the importance of physical capital has been explored. This shows that a
policy can be put up to increase the productivity and entrepreneurial skills of household-heads.
This may be in the form of credit availability or provision of equipment for the use of the
households.

The results also show that being a farmer in Nigeria has a high probability of being
poor. Aright policy option would thus be to increase the access of households to physical and
human capital assets so as to create opportunities for them to alleviate their poverty level.
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Appendix

Description variables Used in Estimation

EDULEVEL Number of years of education of the household head
AGE Age of the household head
AGE2 Age of the household head squared
HHSIZE Number of people in the household
Physical Capital
OTHERBIZ Revenue from other business
HOUSE House ownership by household head
Share of Income
WAGE Share of wage income (wages and salaries, sale of farm produce and

profit from trading and fees from professional services.
NONWAGE Income from secondary occupation, rents received, loans raised, loans

and interest repayment received and Esusu received
OTHERINC Cost of own production and other income in kind.
Sex
FEMALE Female Headed family
Region
NW North West region of the Country
NE Northeast region of the Country
SE Southeast region of the Country
SW Southwest region of the Country
Occupation
FARMER If the household head is a farmer
FORMAL If the household head works in a formal sector
INFORMAL If the household head works in an informal sector


