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Abstract

In this chapter, the question of differential welfare imfg@across interest groups
post democratic reform in a developing country, is explorétere is data evidence
that welfare has improved post democracy in Nigeria. Howehe distribution or
concentration of the bene ts of democracy in subgroupsefithpulation is unknown.
| break down the population into interest groups along times of sector, region, age
cohort and education. The analysis shows these groups ab tied from reforms
post democracy but the magnitude differed signi cantly.ntl that individuals with
tertiary education are the big winners post democratic mefan Nigeria. Part of the
high bene t of democratic reform on those with tertiary edtion is explainable from
policy choices and reform. However, a part of it is linkedhadgfeneral equilibrium
effects of a movement to democracy.

1 INTRODUCTION

Nigeria has been controlled by military governments for trmé$er independent life. Be-
tween 1986 and 1998, Nigeria experienced its worst politegimes since its indepen-
dence. Political instability, extractive institutionserpasive corruption, lack of security,
poor policy choice and poor governance were the hallmarkisi@period. The last of these
military regimes ended abruptly with the death of Generahéta in 1998. In May 1999,
Olusegun Obasanjo became the president of Nigeria, ugfiarihe present democratic dis-
pensation. The period between 1999 to present has beemihestostretch of democratic
government in Nigerﬂi

The democratization of Nigeria led to signi cant politicaconomic, macroeconomic
and institutional reforms (see Okonjo-lweala and Osafcalko 2007). There is evidence
from annual data that on an average, welfare has improvederid post democracy [FOS,
2004]. However, there is anecdotal evidence that theseoetiorbene ts are being enjoyed
by only a few selected groups in the population [Sesay, 208&sides, some Nigerians
believe that some interest groups are actually fairing evprsst democracy. In this chapter,
claims of inequality in bene ts post democracy with respeciabor market outcomes and

The previous democratic government lasted four years et i679-1983.
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other welfare indicators are investigated. Speci callgnswer two questions. First, are
there substantial subgroup differences in the welfare angledemocratic reform? Second,
can be classify some as winners and losers post democraimrz Nigeria based on these
differences? The labor market indicators/outcomes | cemsare wages, probability of
employment, returns to education, inequality and poverasares. The groups of interest
compared with respect to these indicators are: sector rfuwbesus rural), regi@n birth
cohort and education attainment groups.

Figure 1: Geopolitical Regions in Nigeria

Code: SE-South East, SW- South West, MB- Mid Belt, SS-Saouith SNC-North Central
and NE- North East.

2Figure one is a map of Nigeria showing the regions in NigeBiautheast(SE), Southwest (SW), Mid Belt
(MB), South-South(SS), North-Central (NC) and Northe&HE)
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To answer these questions, rst, the average income befodepast democracy for
the different subgroups of the population considered iBneséd. Next, | compute the
level of poverty and severity of poverty for each period gsihe Foster-Greer-Thorbecke
(FGT) index (Foster et al, 1984). Third, to measure changedquality, | estimate the
before and after Gini coef cient for each subgroup. Findlly each interest group, the
probability of employment and the returns to education aterated using econometric
techniques. For each of these measures of welfare, | conttpeifgercentage change in the
measured coef cient over the two time periods and the sindgference. Conclusions on
the existence of disparities in welfare outcomes post deatioaeform, are based on these
results. Potential losers and winners post democracy iarfdigre then characterized based
on the magnitude of these differences.

The results show that though welfare increased on averagfedpmocratic reforms in
Nigeria, there are substantial disparities across groupaddition, | nd those with ter-
tiary education and those from the Northeastern part of thentty are the big winners
post democracy. Post democracy in Nigeria, mean incomehfmet with tertiary educa-
tion increased by 52% and returns to tertiary educatioregmed by 57%. Similarly for
the Northeast, mean income increased by 40% and averagasétueducation (ARTE)
increased by 58%. The large increase in welfare of the tgréiducated is not unexpected
given that many government reforms with direct effectsdlrgpn this group. However
some of the welfare increases for those with tertiary edoicathay be linked with general
equilibrium effects linked with democracy in Nigeria. Whatsurprising is the substantial
economic improvement in the Northeastern region. Poss#alsons for these are: govern-
ment distributional bias, networks, interest groups arldigians favoring one region over
another. However, these potential explanations are sp@aibnd need further examining.
Third, I nd that besides the between group disparities indots post democracy, there are
signi cant increases in inequality within groups. An unexped groups that experienced
increase in inequality is rural dwellers (inequality iresed by 16% among those living in
the rural sector).

This chapter contributes to the literature by providing @ioal evidence of the dis-
parity in impact of institutional change for subgroups of @plation. There are many
theoretical papers on the impact of regime or institutiomange on economic indicators.
However, empirical evidence is not as common especiallydéweloping countries. This
chapter adds to the limited empirical literature for depeig countries. In addition, this
chapter provides evidence of subgroup disparities in tlm@nic impact of reforms in
Sub-saharan Africa. The mode of analysis is the rst of itsckfor an African coun-
try. The results provide information that is useful for pglidesign, redistributive efforts
and program targeting in Nigeria. These are especiallywaakeas Nigeria begins its next
democratic dispensation. It is important to note at thigjiom that since the impacts noted
here are linked with democratic reform more so than demggrac se, the effects may not
be generalizable to other developing countries. Meaningeaments to democracy in other
developing countries might not lead to similar outcomes.

The remainder of this chapter is organized as follows: Innve section | review the
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relevant literature and highlight the interest groups gaonsidered. In section 3 | brie y

describe Nigeria pre and post democracy and the data isnpeelsim section 4. Section 5
highlights initial data analysis. In section 6 the measwofeselfare used in the analysis are
described in detail. Section 7 presents the results ancsheéction is the conclusion.

RELATED LITERATURE

According to Pommerehne (1978), a more democratic systelikely to produce political
outcomes that are closer to the preferences of the median thatn a less democratic sys-
tem. Consequently, a shift to democracy or a shift in institutowards more democratic
institutions can be expected to raise individuals welkbeieteris paribus.

There already is an extensive literature on the economécsfiof democracy, levels of
democracy, shifts to democracy and change in institutioomé&papers within the litera-
ture have looked within countries while others have lookess countries. For example,
Milanovic (2005) nds that own democracy has a signi cantsfitve impact on growth,
which increases as a country's income goes up. Dorn et abj200k at the relation be-
tween democracy and perceived subjective well-being, nossenational analysis covering
28 countries, using data from the 1998 International Scuaey Program (ISSP). They
nd a positive and signi cant relationship between demagrand well-being even after
controlling for numerous aspects, especially culture acdme.

There are also papers that look at distributional bene tshafnges in institutions or the
in uence of speci c institutions on redistribution amongayips in the population. Early
empirical studies of the 60s and the 70s that looked at tla¢ioakhip between democracy
and inequality was comprehensively surveyed by Sirowy akédles, (1990). They con-
clude based on their review of 12 previous studies thatipalidemocracy does not widely
exacerbate inequality. Sirowy and Inkeles, (1990) resujite different from the ndings
of Gradstein and Milanovic (2004), who surveyed the moremeliterature. They conclude
that the recent evidence indicates an inverse relatioristtyween measures of democracy,
based on civil liberties and political rights, and ineqtyalilnterestingly, there are some
exceptions in the literature to this inverse relationshifake for example, Milanovic et
al's (2001) cross-country empirical analysis, coverin@ T®untries from 196098. They
nd that in Judeo-Christian societies, increased demaaabn appears to lead to lower
inequality. In contract, in Muslim and Confucian societiéfias an insigni cant effect.

Apart from empirical evidence, the link between differemde institutions and eco-
nomic outcomes like inequality has been discussed thealigti Lipset (1959) and Lenski
(1966) both present the theoretical case on the link betwleemocracy and inequality in
the mid 20th century. There are many other papers that cemiidoretically and empir-
ically the relationship between income or inequality anchderacy? It is not necessary

3Milesi-ferretti, Perotti and Rostangno (2002) study usiganel of OECD countries, Acemoglu and
Robinson (2000), Acemoglu et al (2004), Rodrik and Rigol200¢), Minier (1998) and Glaeser et al (2004)
are examples of such papers.
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to go over all these papers in detail because though theyetated to inequality and/or
demaocracy, there are not directly applicable to our questaf interest.

Unfortunately, despite the large related literature onalgnacy and its impact, most pa-
pers have focused on the relationship between democradnemme, transfers or inequal-
ity. Very few papers look at the relationship between demogror institutional change
and other economic indicators/outcome. Fleisher et al§p80one of such papers while
Cao and Nee (2005) examines inequality and other indicAtdisere are several possible
explanation for focusing on income or inequality as againiser welfare measures. One
explanation could be the lack of theoretically economiauargnts, for a relationship be-
tween democracy and other indicators, to serve as a basiaddysis. Itis also important to
mention that most of the papers above are based on developatties or on cross-country
regressions that include very few African countries. Thisrie reason why the simple anal-
ysis in this paper is useful. An important developing coymir Africa is considered and
evidence of disparate change, across groups, in econonaicroeas post democratic reform
is highlighted.

2 NIGERIA PRE AND POST DEMOCRACY

For most of her independent life, Nigeria has been contitdiig the military government.
The military government rst took over in 1966 toppling thieeted civilian regime in a
coup d'etat. Several authors have written on the militanysgoment in Nigeria and its neg-
ative impact on every sector of the econotretween 1986 and 1998, Nigeria experienced
its worst political regimes since its independence. Rualitinstability, pervasive corruption
and poor military government with extractive institutiomsre the hallmarks of this period.
The last military regime is known to be the most oppressiegrupt and divisive. This
regime ended abruptly with the death of General Sanni Abaantthe 8th of June 1998.

The death of a person usually makes people sad, but not foy Migerians who saw
a ray of hope for the future with the demise of Abaéhand the beginning of transition
to democracy. The transition government lasted until Ma9919It was led by General
Abdusalam Abubakar, a high-ranking commander in the lateigd's cabinet. It was a
period of setting up the institutional and political frarme for the shift to democracy. In
May 1999, Olusegun Obasanjo became the president of Nigeria

At the inception of the Obasanjo administration in 1999, tiwrale of Nigerians was
at the lowest ebb because of several problems that chazactehe past military regimes.
These problems include: unemployment, high level of cdromp total decay of infras-
tructure, malfunctioning public utilities, inef cient ate enterprizes and soaring in ation.
Within a few months of demacratization, political, econorand institutional areas for re-
forms, to deal with these issues, were identi ed. Over thet few years, many reforms

“They examine how the rise of a market economy in urban Chide mes the rules governing economic
activities though they also look at the effects on earningsjuality.

SExamples of authors on this subject are Dibie (2000), Nwa(R002)& Sanda et al (1987).

®Recently US$770 million of stolen state cash was recoverad Abacha's family.
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were initiated including the liberalization of key sectarfsthe economy, restructuring of
the public service, review of government budgeting andttardaws, governance and in-
stitutional strengthening, and debt management. Okomgala and Osafo-Kwaako 2007
in their review paper highlight many of the marco-econongforms post democracy. An-
other noticeable democratic reform was the over 100% iseréathe Federal minimum
wage for civil service workers in May 2000. This was followleglincreases in state mini-
mum wage for civil service worker and the enacted of the nemimmim wage law. Uwaifo
(2008) documents the potential impact of this reform. Inigald, Folawewo (2007) investi-
gates the macroeconomic effects of this minimum wage refimg a general equilibrium
framework.

Along with these reforms, several policies and program vpertein place to improve
education and health, reduce women's disadvantage in o taarket, encourage invest-
ments and improve labor market outcomes in general. Iniaddgeveral regulations were
put in place to ensure that political and non political appoients and government con-
tracts are awarded solely on expertise and education. §lvsdontrast to pre-democracy
when appointments were more arbitrary and linked mostlpties networks. Another im-
portant action taken by the president was to address c@rupthe government blocked
many of the illegal channels of income transfer from goveentunds to private accounts.
The active campaign against corruption started in 2003 thesteelection of the president.
The Federal government of Nigeria has been actively ghtioguption at higher levels
with low ethnic bias. The ring of a notable minister from tilsame ethnic group as the
president and the arrest of the inspector general of pali@d05 are evidence of this.

Another big change in Nigeria post democracy is the busicéssate. Post 1999,
several international rms returned to Nigeria and newiingtional and local rms entered
the market. This increase in rms led to an increased demandifyhly skilled labor.
Factors that led to the change in the investment climate p@39 include: large-scale
economic reforms, political stability, improvement in erding the rule of law and the
existence of a skilled local labor force, better enforceh@nntellectual property rights
and lower expropriation risk Though there are differencesginion on the impact of the
shift to democracy, the anecdotal and data evidence learesimt@avor of positive welfare
impacts. The issue however is whether or not the shift to deaty improved the welfare
of interest groups in Nigeria equally. In addition, I inugste whether or not winners and
losers emerge in post democratic Nigeria.

3 Data and Descriptive Evidence

3.1 Alittle about the Data

This study makes use of cross-sectional data from the Gedetsehold Survey (GHS)
of Nigeria. The GHS is one of the major sample surveys cawigdoy the federal of ce
of statistics (FOS). For more on this dataset, see Uwaif6§R0The survey sample was
drawn randomly from all the 36 states in Nigeria including thderal capital territory. |
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make use of data from 1997/1998, 1998/1999, 1999/2000 a8 &0 answering both
guestions. The data contains information on 32,024 houdehio 1997/98 with 131,477
observations, 24,889 households in 1998/99 with 106,328mwhations and 34,105 house-
holds in 1999/2000 with 149,411 observations, 28,268 Hwmlde in 2005 with 97,689
observations. To ensure that the monetary data are conipanady time, current monetary
values had to be de ated to base year prites.

Table 1: Summary Statistics

Pre Democracy Post Democracy

() Q)

Observations 237802 246800
Age 23.41 23.00
(18.12) (18.38)
Sex 0.52 0.51
(male=1) (0.5) (0.5)
Sector 0.24 0.22
(urban=1) (0.42) (0.42)
Years sch 4.19 4.56
(5.13) (5.38)
HH size 6.23 6.92
(3.48) (4.26)
Income 93.14 123.52
(246.68) (267.35)
Married 37.85% 35.91%

3.2 Evidence of General Welfare Improvements Post Democrsc

As mentioned above, there is macroeconomic evidence ofovepnents in Nigeria post
democracy. In this section, | provide evidence of these iggimaprovements post democ-
racy using microeconomic data. First in table one, | presemimary statistics of key
demographic and economic variables pre and post demodraoynbine the two datasets
pre democracy (1997/98 & 1998/99) and do the same for theelgtpost democracy (2000
& 2005). It is important to present these averages for séveasons. Most importantly,
we need the population surveyed before democracy to be nocsigtly different from the
population surveyed post democracy. This is one of the sacgsonditions to attribute
changes over the two time periods to post democratic ref@ther arguments as to why
this pre and post comparison for the Nigerian case is validdaes not capture simple time

"The base year is 1985.
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Figure 2: Kernel Density of Log Income Pre and Post Democracy
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Note: 1998 and 1999 are pre democracy and 2000 and 2005 arégnoscracy.

trend effects are expounded in Uwaifo (2007) and Uwaifo 80@therwise, the changes
could be as a result of changes in population structure anlptipn sample.

These papers also provide arguments why the changes irrevalia not driven by the
oil boom post 2003.

The pre and post estimates of the demographic variablesie Tacon rm that the pop-
ulation structure did not change signi cantly. In additjeestimates of mean real income
pre and post democracy provide microeconomic evidence sifiy® income change post
democracy. To be precise, there was about a 28% increasa inean income post democ-
racy. This is a substantial change but is not entirely unebgakegiven the rapid changes in
post democratic Nigeria highlighted earlier. To capture é¢holution of the change in in-
come across the population over the four year period, | gtaphdistribution of income
using a kernel density function for the four years of dataduieehe analysis (1998, 1999,
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2000 and 20053. From Figure two, the rightward shift in income distributipast democ-
racy (2000 and 2005) is apparent. This result supports otldéngs pointing to general
welfare improvement in Nigeria as a whole post democracy.

4 Empirical Analysis-Measures of Welfare

There are several ways the welfare of individuals can beaci@nized. In this paper, the
economic wellbeing of individuals before and after demogrg measured in ve ways.
These ve measures of economic wellbeing or welfare and hwosy tare estimated are
highlighted below.

4.1 Change in Mean Income

One way of measuring wellbeing is by looking at individuati®an income. Real mean in-
come is computed for all the subgroups considered both defiod after democracy, using
1985 as the base year. | am not interested in mean income fm@rtke groups being com-
pared. Also, the initial disparity in income across theriest groups is not the focus. The
point of interest here is if the interest groups being coragdrave bene tted equally from
democracy in terms of income changes. To answer this questie percentage change in
mean income of each interest group is computed (see equasiod 2 below). Along with
the percentage change, | also calculate the simple ditferen
X

Xjt = ﬁ i Xijt (1)
Here j is a subgroup of interest for example women or rurallidnge t is the time period
pre democracy or post democracy [t=1 pre democracy and ts2damocracy]. N is the
total number of subgroups considered. Whije is the mean income of group j at time t.

_r_Xj2 X1
Xj [

a2 10 (2)

If Xxqg> Xx; where d and z represent subgroups being compared, thenospbgr
d bene tted more or suffered less (if outcome is negativejrfrchanges post democratic
reform.

4.2 Measures of Poverty

Poverty is de ned and measured in many different ways. H@mewnderlining most def-
initions and measures of poverty is a threshold of incometleer measures of wellbeing
below which individuals are labeled as poor. For this angjythe poverty line is equiv-
alent to about a dollar a day. The measures of poverty camsldare from the Fooster-
Greer-Thorbecke (FGT) Index (Fooster-Greer-Thorbeckepronly called theP class

8Log income is used in the kernel density graphing.



10 Ruth Uwaifo Oyelere

of poverty measures (see equation 3 below). | estiRgtandP, for all subgroups of the
population considered, at the two time period, is also known as the head count ratio
while P, captures the severity of povertly, is used as a standard poverty measure by the
World Bank. It is sensitive to distribution among the pood aatis es standard criteria of
a good poverty measure. Usually, poverty measures areastinusing household expen-
diture. Unfortunately, the GHS data set has informationr@moiine but not expenditure.
Hence, | calculate these measures using household incooi@ndt envisage signi cant
issues with using income instead of expenditure becaudeedttong correlation between
expenditure and income in Nigeria. For example, an over 96 elation was noted be-
tween income and expenditure using data from the Nationas@uoer Survey of Nigeria
in 1990 & 1996.

1 X*(Yp Yi

P. -
T Ny Y,

) 3)
i=1
Here is 0 or 2. H is the head county, is the poverty line. | is the subgroup being
considered, Y is income and t is the time dispensation (ppost democracy).

As above, we calculate the change in these poverty measugeshese two time peri-
ods for each subgroup.
P2 Pj1

P, =
J [(Pj 1+ Pj 2)=2

] 100 (4)

Similar to the analysis for mean income above, if the changepoverty measure for
a group is greater than the comparison group, this groupdssaave bene tted more (or
suffered less) post democracy in Nigetia.

4.3 Inequality

Inequality can be measured in several ways. Some of the roosthonly used measures
include the Gini coef cient Gini (1912), the decile ratidig Atkinson index [Atkinson
(1970); and Theil's entropy [Theil (1967) ]. In this analysl calculate income inequality
within subgroups of interest using the Gini coef cient. T@&dni is calculated by taking
difference between all pairs of incomes and then totallimg dbsolute differences. This
total absolute difference is then normalized by dividingobpulation (squared) and average
income (see equation 5). For this analysis, the bootstthpfaistics of the Gini measure
is calculated.
1 X0

Gjt = —
2N?

NiNkjYit  Yijt i (5)
i=1 k=1

= Xjt is the mean income for a group at time t. Similar to the meanpanetrty
measures above, | calculate the change in inequality (sesieq 6).

This is dependent on if the change is positive or negative.



Winners and Losers Post Demaocratic Reform in Nigeria 11

Gj2 Gj:1
(Gj1+ Gj2)=2
In the case of the G;, if G; > 0 then inequality has increased for the group and if

G; < Oinequality has decreased for the groupG; < 0 is a positive outcome that

re ects a reduction in inequality. In contrast, ifG; > 0 for all j being compared, the
smaller the G; the better the outcome with respect to changes in inequ&lity

4.4 Probability of Employment

The next measure of welfare considered is the probabilignoployment. The probability
of employment is computed for each of the groups of intereftre and after democracy
(see equation seven). First, the probability of being udeysa or not working? r (Uemp)

is calculated. This ratio is conditional on not being in smhaot keeping the home and not
being involved in voluntary work.

Prl[Emp;; =1]=[1 Pr(Empj; =0)jv] (7)

Where Emp means employed and v is individual not in schodlanwome keeper or in-
volved in voluntary work.

The change in probability of employment for each subgrougéen the two regimes
is also calculated as in equation 8. IPr(Empj; = 1) > 0, then the probability of being
unemployed has fallen post democracy. If three groups adbcan the population are
being compared, if Pr(Empg =1) > Pr(Empy=1) > Pr(Empg =1). Then
group ¢ has experienced the largest positive change in gmplat probability.

Pr(Empj2=1) Pr(Empjp1=1)
(Pr(Empj1=1)+ Pr(Empj2=1))=2

Pr(Empj =1) =[ ] 100 (8)

45 Returns to Education

To estimate the returns to education for groups considdveal functional forms of the
wage equation are used. First, the average returns to @nlu¢ARTE) are estimated using
ordinary least squares (OLS) on a simple Mincer type easnfagction (equation 9) for
each time period and for different groups (Mincer, 1974)e Ghoups considered are region
(northeast (NE), southeast (SE), southwest (SW), souitiig&®S), northwest (NW) and
mid-belt (MB)), sector(urban vs rural) and cohort of birth.

log(yit) = jt + tSit + jXit + X + jtDic + i 9)

HereXjj; is age of individual in groupj attimet, Sj; is years of schooling of individual
i ingroupj attimet andDj;; are all other possible exogenous/control variables inetud

Here | assume inequality is a “bad” society wants less of.
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dummies for individual in groupj at timet andyj; is income of individuai in groupj
at timet .

The returns to education are also estimated at each levedurfation using another
form of the Mincer equation (see equation 10). With this tioral form, the returns to an
extra year of schooling for primary, secondary and tertedycation can be estimated. |
estimate this regression for each group of interest, at taehperiod.

log(Y)= o+ X + X 2+ %yrpri+ 'yrsec + &yruniv+ »Z + » (10)

where Y is a vector of incomes, X is a vector of age, Z is the mafrall relevant control
variables and year dummies, yrpri is years of primary edoicayrsec is years of secondary
education and yruniv is years of tertiary education.

It is important to mention that the returns to schoolingreate (;%;'; &) in equation
9 and 10 estimated using OLS, potentially suffer from endagg and omitted variable
bias. Typically to deal with this problem, the return to solimg is re-estimated using
instrumental variables in a two stage least squares framkewoUwaifo (2006), the ARTE
in Nigeria pre and post democracy are estimated using thepproach. She notes no
signi cant difference in estimates using the IV and the OL&thods. The inference from
this result is that OLS estimates of ARTE, in the Nigerianecase consistent. Based on
this nding, | assume that OLS estimates of ARTE for subgmimp Nigeria are likewise
also consistent. There is a slight possibility however thatassumption might be invalid.
However, given that the interest in this analysis is conguariacross groups with respect
to change in economic indicators, inference can still belwalen if bias in OLS estimates
exist. For inference to be valid in the mist of potential hii@®LS estimates, bias must not
be signi cantly different for comparison groups. For exdehe bias in the OLS estimate
of ARTE for the rural sector should be equal to the bias in th&®@stimates for the urban
sectort!

For the estimation of returns to education at the differemels of education, Uwaifo
(2006) does not show if OLS estimates of return to educatiozaeh level of education
are biased or nd€ The OLS estimates at the different levels of education maybeo
biased given the lack of bias in estimates of ARTE for NigeHawever, the possibility of
biased estimates cannot be ruled out given that abilityctffievel of education attainment
and is not controlled for in this analysis. Despite this ¢@ist, given our interest is the
comparison among education levels in changes in returasntbrences are valid whether
or not estimates are biased if bias is not time vartant.

1The assumption of equal bias is not farfetched. If we belitma ability is the omitted variable in the
regression analysis leading to potential bias in the OLBnases, we do not expect the distribution of ability
to differ across groups being compared.

125he is not able to use the IV approach for the estimation adevels because she has only one instru-
ment and would not be able to satisfy exclusion restrictivrmgthe existence of three potentially endogenous
variables.

3There is no reason to believe that a bias in the estimate oéthens to a particular level of education, if it
exists, will change over time.
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Like with the other measures of welfare highlighted earlibe change in ARTE over
time for each group excluding the education categorieslésilzded (see equation 11). The
change in the returns to each level of education is also ledli using equation 12-14.
Positive changes in ARTE imply improvements in returns taoation post democracy.
However, the magnitudes of these changes are more impantéime comparisons across
groups.

=1 ﬁ] 100 (11)
%= [ %] 100 (12)
L= ﬁ] 100 (13)

&= ﬁ] 100 (14)

5 RESULTS

5.1 Change in Mean Income

Table two and three present the results for the mean reamiaqoe and post democracy.
As expected, those in urban area earn more than the rurak sewl this trend continued
post democracy. Unfortunately, the gap is on the rise. Tégslts for the urban and rural
comparison is worrisome and may imply that policy attemptsetduce sector gaps, in
income by the democratic government, are ineffective. Tlralrto urban income gap
increased post demaocracy by about 25 real Naira. With régpeegional comparisons, the
results are mixed. The income gap between some regionsagdvltle the gap increased
between some other regions. For example, the gap betwed¥Blend the SW, SS, SE
and MB decreased. However, the income gap between the NEhand@ increased post
democracy. Though all regions showed signi cant increase¢come post democracy(
20%), the big winners are the NE and S\WWith respect to level of education, there is
marked disparities in bene ts from reforms. The income gamss levels of education
increased substantially. The big winners are those withatgreducation who saw an over
50% increase in their income on average.

Individuals with secondary education also experiencedi signt increases in income
post democracy. However, the average income gap betweea tith tertiary education
and those without increased by over 75 real naira. Similaadycs are noted when birth
cohorts are compared. The income gap between some cohortmsed (1931-1940 vs
1941-1950) and the income gap between some cohorts ded@&&1-1970 vs other older
cohorts). Some of the differences across cohorts are eghgisten general earning pro les
over the life time of an individual and the school to work s#ion for the younger cohorts.

HInterestingly, the rst president post democracy is frora 8W and his vice president is from the NE.



14 Ruth Uwaifo Oyelere

Table 2:Mean Income Pre and Post Democracy

Interest Pre Democracy Post democracy %
Group (S.D) (S.D)
Sector
Urban 112.98 163.23 50.25 36.4%
(155.07) (200.8)
Rural 85.24 110.27 25.03 25.60%
(274.4) (284.91)
Region
North East 84.23 126.13 41.87 39.8%
(403.16) (352.82)
North Central 80.65 104.52 23.87 25.8%
(201.41) (152.6)
Mid Belt 96.92 121.99 25.07 22%
(188.23) (289.02)
South East 97.88 122.0 24.12 21.9%
(133.4) (250.72)
South West 97.04 131.90 34.86 30.45%
(96.22) (175.89)
South South 101.45 131.55 30.1 25.8%
(336.95) (313.86)

* Note: computed income is real mean income with a 1985 base yea

For example, we do not expect to see substantial changesdmanfor those born before
1930 because many of them have retired and post democracyreve would have retired.
Hence, that a positive increase in income is noted for thesbldohort, points to the wide
spread nature of income increases across groups post deydacmigeria.

Itis important to note that mean income rose for all subgsafiithe population consid-
ered. Which shows that in terms of income on average, no ir@pbgroup is doing worse
post democracy. However, it is clear that there is substiadigparity across groups in how
mean income changed.

5.2 Poverty Analysis Results

Table four and ve highlight the estimated poverty indicesass groups and the change
over the two periods considered. The results in this talelsianilar for some group compar-
isons but different for others. First, the number of peopidar the poverty line decreased
generally for all groups (in most cases over 10% decreasead kount ratio). Also, the
severity of poverty measured IBp decreased for all groups considered. However, dispar-
ities in changes to poverty indices exist across groups.e Takexample sector, poverty
decreased substantially more in the urban than the ruratatdence, the gap in poverty
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Table 3:Mean Income Pre and Post Democracy

Interest Pre Democracy Post democracy %
Group (S.D) (S.D)
Education Level
No Schooling 78.1 93.70 156 18.16%
(255.10) (232.38)
Incomplete primary 103.81 106.77 2.96 2.82%
(584.49) (191.31)
Primary 95.93 119.19 23.26 21.62%
(143.24) (270.51)
Secondary 115.32 156.61 41.29 30.37%
(135.77) (277.11)
Tertiary 165.3 282.45 117.15 52.33%
(205.39) (409.32)
Age Cohort
< 1931 93.42 101.51 8.09 8.3%
(175.29) (119.26)
1931-1940 97.5 122.31 2481  22.6%
(301.2) (331.38)
1941-1950 103.42 135.52 32.1 26.9%
(426.05) (271.24)
1951-1960 95.91 138.54 42.63  36.4%
(170.3) (290.67)
1961-1970 89.14 130.65 4151 37.8%
(158.65) (284.27)
1971-1980 76.2 106.62 3042 33.3%
(117.35) (218.26)
> 1980 50.79 52.72 1.93 3.7%
(47.02) (91.75)

* Note: computed income is real mean income with a 1985 bage yea

between the rural and urban areas has increased signiycpast reform despite general
decrease in poverty in both sectors.
The results of the region comparisons are also interestivenghe results on mean
income previously highlighted. The drop in the head coutib ia the SW is substantially
larger than for other regions. The NE, that experienced thatgst rise in mean income,
ranked 4th in terms of reduction in head count but rankeddsgim reduction in the severity
of poverty. This result might point to disparate bene tsrfralemocracy within this region
or highlight the severity of poverty in this region prior terdocracy. Implying that people
in this region were so poor prior to democracy that thouglotime increased signi cantly,
many are still under the poverty lifé. With respect to education levels, the results are
similar to that of mean income. Poverty has drastically cedufor those with tertiary edu-

In the results on within group inequality, this issue is sited.
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Table 4:Poverty Measures Pre and Post Democracy

Head Count Ratio (Po) Poverty Severity (P2)
Interest Pre Dem Post Dem % 4 Pre D. PostD. %4
Group (S.E) (S.E) (S.E) (S.E)
Sector

Urban 0.620 0.470 -0.15 -27.52 0.19 0.14 -0.06 -30.30
(0.002) (0.002) (0.001) (0.001)

Rural 0.840 0.740 -0.1 -1266 0.34 0.28 -0.05 -19.35
(0.001) (0.001) (0.001) (0.001)

Region

NE 0.900 0.770 -0.13 -15.57 041 0.31 -0.05 -27.78
(0.001) (0.003) (0.001) (0.001)

NC 0.910 0.810 -0.1 -11.63 0.42 0.34 -0.08 -21.05
(0.001) (0.004) (0.001) (0.002)

MB 0.810 0.710 -0.1 -13.16 0.29 0.25 -0.04 -14.81
(0.001) (0.003) (0.001) (0.001)

SE 0.700 0.580 -0.12 -18.75 0.23 0.18 -0.05 -24.39
(0.002) (0.003) (0.002) (0.001)

SW 0.550 0.420 -0.13 -26.80 0.12 0.11 -0.01 -8.70
(0.003) (0.002) (0.002) (0.001)

SS 0.710 0.600 -0.11 -16.79 0.22 0.19 -0.03 -14.63
(0.003) (0.003) (0.001) (0.001)

Note: Poverty is calculated using income and not experalitur

cation which is likely driven by the rapid increase in incariitae signi cant improvement

in the welfare of those with tertiary education comes as npr&e given the choice of
policies and reforms post democracy, which have direct anhpa those with higher educa-
tion. Across the cohorts, the highest decline in the headtaatio was among those in the
1971-1980 birth cohort. This change might be due to the fattmany in this cohort are
just entering the job market at this time while prior to denaoy, part of this cohort were
still in school. Hence it is hard to differentiate for thishoot the effect of reform from the

normal school to work earning transition.

5.3 Results from Inequality Estimation

The estimation of inequality within subgroups and the cleginghis inequality yields inter-
esting results (see Table 6). One of the surprising regudkeimarked increase in inequality
within each group post democracy. The increase in inequatitre ected in the positive
change of the Gini coef cient is not an isolated change foe snbgroup but is consistent
over all the subgroups of the population considered. Indhge, there are no winners with
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Table 5:Poverty Measures Pre and Post Democracy

Head Count Ratio (Po) Poverty Severity (P2)
Interest Pre Dem Post Dem % 4 Pre D. PostD. % 4
Group (S.B) (S.E) (S.E) (S.E)
Education Level

No Sch. 0.860 0.770 -0.09 -11.04 0.36 0.30 0.06 -18.18
(0.001) (0.001) (0.001) (0.001)

1-5yrs. 0.800 0.690 -0.11  -14.77 0.29 0.26 -0.03 -10.91
(0.002) (0.002) (0.001) (0.001)

Primary 0.710 0.600 -0.11 -16.79 0.23 0.19 -0.04 -19.05
(0.002) (0.002) (0.001) (0.001)

Sec. 0.540 0.430 -0.11 -22.68 0.15 0.13 -0.02 -14.29
(0.003) (0.003) (0.002) (0.001)

Tertiary 0.440 0.310 -0.13 -34.67 0.15 0.11 0.04 -30.77
(0.007) (0.005) (0.003) (0.001)

Cohort

< 1931 0.730 0.670 -0.06 -8.57 0.3 0.27 -0.03 -10.53
(0.006) (0.010) (0.005) (0.005)

1931-1940 0.710 0.620 -0.09 -13.53 0.24 0.22 -0.02 -8.70
(0.004) (0.007) (0.003) (0.004)

1941-1950 0.730 0.620 -0.11 -16.30 0.25 0.21 -0.04 -17.39
(0.003) (0.005) (0.002) (0.002)

1951-1960 0.750 0.630 -0.12 -17.39 0.27 0.22 -0.05 -20.41
(0.002) (0.004) (0.002) (0.002)

1961-1970 0.720 0.620 -0.1 -14.93 0.26 0.23 -0.03 -12.24
(0.002) (0.004) (0.001) (0.002)

1971-1980 0.750 0.610 -0.14 -20.59 0.28 0.22 -0.06 -24.00
(0.002) (0.003) (0.001) (0.002)

> 1980 0.850 0.720 -0.13 -16.56 0.34 0.26 -0.08 -26.67
(0.001) (0.002) (0.001) (0.001)

Note: Poverty is calculated using income and not experalitur

respect to reducing within group inequality post democratywever it is possible to dif-
ferentiate the size of the increase across groups. Fomirestaequality in income in the
rural areas increased faster than in the urban areas (abqgrdentage point more). This
result may suggest that programs implemented post demotoamprove welfare of poor
rural dwellers, had selective or no impact.

With respect to regional comparisons, the increase in a@guvithin each region is

similar [range between 11-16%]. The Northern regions camtil to have higher inequality
than the Southern regions. However, the NE and NC regionsreqeed lower increases
in inequality. Turning our attention to education levelse tresults show that inequality
increased least among those with tertiary educdffoithis nding may seem surprising

*Those with incomplete education are the only group that dicemperience an increase in inequality.
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given the massive increase in income post democracy fogtbigp and the possible effects
of the minimum wage reform. However, given the fact that tabmarket opportunities
increased for this level of education substantially, araéhwith tertiary education are the
main bene ciaries of many labor market reforms post demogrine result are explainable.
With respect to birth cohorts, the results show substaniiiférences in the magnitude
of increase in inequality across cohorts. Older cohortses&pced smaller changes in
inequality than the younger birth cohorts.

Table 6:Gini Coef cient Pre and Post Democracy

Interest Pre Democracy Post democracy %
Group
Sector
Urban 0.42 0.45 0.03 6.90
Rural 0.44 0.52 0.08 16.67
Region
North East 0.49 0.55 0.06 1154
North Central 0.45 0.51 0.06 12.50
Mid Belt 0.45 0.53 0.08 16.33
South East 0.42 0.49 0.07 15.38
South West 0.40 0.47 0.07 16.09
South South 0.43 0.49 0.06 13.04
Education Level
No Schooling 0.44 0.50 0.06 12.77
Incomplete primary 0.49 0.49 0 0.00
Primary 0.41 0.47 0.06 13.64
Secondary 0.40 0.44 0.04 9.52
Tertiary 0.41 0.42 0.01 241
Age Cohort
< 1931 0.45 0.47 0.02 4.35
1931-1940 0.46 0.51 0.05 10.31
1941-1950 0.47 0.50 0.03 6.19
1951-1960 0.44 0.49 0.05 10.75
1961-1970 0.42 0.49 0.07 15.38
1971-1980 0.42 0.50 0.08 17.39
> 1980 0.36 0.66 0.30 58.82

Note: Inequality is calculated using income and not expeneli
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5.4 Results on Changes in Employment

Table 7 captures the probability of employment pre and pestatracy and the change
in the probability. The general nding from this table is @stent with some of the post
democratic reforms. Employment increased for most gronpke population. However,

the concern here is the difference in change across coropasups in the population. For
example, the probability of employment conditional on neilg a home maker, in school
or involved in volunteer work, (probability of paid emplogmt) increased for women post
democracy while for men there was no change. This result roay o the effectiveness

of female empowerment programs post democracy. Post dagydhe gap in the proba-
bility of employment for men and women deceased by 5 pergerpaint. As expected the
probability of employment in the rural areas is higher tHasurban area¥’

Table 7 shows that despite the increase in employment inrtbenuareas, the gap in
employment between the two sectors increased post denyodagurprising result is the
difference across regions in the changes post democraasyppiogment. All the northern
regions of Nigeria experienced a boost in employment pritibabin contrast, the south-
ern regions experienced no change (SE) or negative chaNgesasy explanations comes
to mind for why these differences. Hence, there is need fdhéun investigation. The re-
sults when comparing probability of employment across atioe levels is also interesting.
Despite the ndings that those with tertiary education haddtted more than other levels
from reforms post democracy, probability of employmenttfis group remained the same.
Surprisingly, those at primary levels of education experesl the greatest increase in em-
ployability post reforms. Prior to democracy, the probipibf employment was higher for
those with tertiary education than those with primary etiooa However, the substantial
increase in employability for individuals with primary sl level attainment post democ-
racy has led to higher probability of employment for thisypdhan the tertiary educated.
The change in employability for the different cohorts is mdif cult to interpret. This
is because changes in employability are a result of bothafeems and normal life cycle
transition to work, and out of work for different birth col®r

5.5 Results for Estimating Returns to Education

The returns to education estimates for each subgroup ismexsin Table 8 and 9. Recall
as earlier mentioned that the point estimates of ARTE mayidsel if our earlier stated
assumptions do not hold. Based on the types of reforms tb&tptace post democracy,
high returns to education is hypothesized. The resultshifet8 and 9 rst point to the

substantial positive changes in ARTE across groups posbdey. The result for the
sector comparison is surprising but positive. The ARTE roeee in the rural than the urban
areas. Hence, the returns to education gap between thessestiniced post democracy.
For the regional comparisons, the ARTE gap between regiensedsed. Meaning there
is less variance in the ARTE among regions post democraicrme The South-South

Higher levels of employment is usually noted in rural areigsrgthe agricultural nature of the sector. The
challenge however is underemployment.
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Table 7:Probability of Employment Pre and Post Democracy

Interest Pre Democracy Post democracy %
Group
Sector
Urban 0.89 0.90 0.01 1.12
Rural 0.92 0.94 0.02 2.15
Region
North East 0.92 0.96 0.04 4.26
North Central 0.92 0.96 0.04 4.26
Mid Belt 0.90 0.95 0.05 541
South East 0.91 0.91 0 0.00
South West 0.93 0.92 -0.01 -1.08
South South 0.89 0.87 -0.02 -2.27
Education Level
No Schooling 0.92 0.93 0.01 1.08
Incomplete primary 0.90 0.95 0.05 541
Primary 0.90 0.96 0.06 6.45
Secondary 0.87 0.88 0.01 114
Tertiary 0.91 0.91 0 0.00
Age Cohort
< 1931 0.76 0.70 -0.06 -8.22
1931-1940 0.94 0.90 -0.04 -4.35
1941-1950 0.98 0.98 0 0.00
1951-1960 0.98 0.99 0.01 1.02
1961-1970 0.95 0.99 0.04 412
1971-1980 0.80 0.92 0.12 13.95
> 1980 0.63 0.79 0.16 2254

region and the Northeast experienced the largest jumpunm®post democracy overtaking
regions like the Southeast and Southwest. For the compaaismss cohorts, cohorts born
after 1940 experienced similar increases in ARTE. Anothe&sresting observation from

the cohort break down is the positive relationship betweBi B and birth cohort for those

born after 1940 (the older the cohort the higher the ARTEgpibears that ARTE varies
over the life cycle and this trend is captured in the varyieigims to different birth cohorts

at a given period in time.

The results with respect to returns at different levels afoadion is consistent with
inference from other measures. Prior to democracy, ARTEWewv at all levels but post
demaocracy, the returns to education for those with highacatibn is relatively high. The
gap in ARTE has also increased between those with tertiargagihn and those with lower
levels of education. With a greater increase in the gap iwieose who are tertiary edu-
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Table 8:Return to schooling Pre and Post Demaocracy

Interest Pre Democracy Post democracy %
Group (5.D) (S.D)
Sector
Urban 0.036 0.050 0.014 32.56
(0.001) (0.001)
Rural 0.026 0.043 0.017 49.28
(0.001) (0.001)
Region
North East 0.027 0.049 0.022 57.89
(0.002) (0.002)
North Central 0.030 0.043 0.013 35.62
(0.001) (0.002)
Mid Belt 0.024 0.038 0.014 45.16
(0.040) (0.001)
South East 0.037 0.046 0.09 21.69
(0.001) (0.002)
South West 0.034 0.044 0.01 25.64
(0.001) (0.001)
South South 0.028 0.048 0.020 52.63
(0.001) (0.002)

cated and those who have secondary education. A 5% poiegiserin returns to education
for those with tertiary education is substantial given tleditirns to education only rose by
1.2% points for the other levels of education. The targeiprects of some key reforms

(both labor market and other reforms) post democracy arevéieeducated (those with

tertiary education). Hence, the preceding result is natentsurprising. Nevertheless, it
is fascinating to know that reforms can lead to returns taation increases®

6 CONCLUSION

In this chapter, several welfare and labor market outcordigdors are estimated pre and
pro democracy with the goal of answering two questions.t Birs there substantial differ-
ences in the economic impact of democratic reform acrosgreups? Second are there
winners and losers post democratic reform in Nigeria in geofithe economic/ labor mar-
ket outcomes considered.

With respect to the rst question, the answer is yes. Thisctsion is based on compar-

8In Uwaifo(2006), the author shows why changes in return tacation can be attributed to reforms post
democracy.
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Table 9:Returns to Schooling Pre and Post Democracy

Interest Pre Democracy Post democracy %
Group (s.e) (s.e)
Education Level

Primary 0.020 0.032 0.012 46.15
(0.001) (0.001)

Secondary 0.036 0.048 0.012 28.57
(0.001) (0.001)

Tertiary 0.062 0.112 0.050 57.47
(0.003) (0.004)

Cohort

< 1931 0.034 0.043 0.09 23.38
(0.004) (0.004)

1931-1940 0.034 0.039 0.005 13.70
(0.002) (0.003)

1941-1950 0.033 0.051 0.018 42.86
(0.001) (0.002)

1951-1960 0.031 0.048 0.017 43.04
(0.001) (0.001)

1961-1970 0.027 0.046 0.019 52.05
(0.001) (0.001)

1971-1980 0.023 0.036 0.013 44.07
(0.020) (0.001)

> 1980 NA 0.024 NA

(0.001)

* NA-Not applicable.

ing the percentage change in returns to education post daoyoacross groups for statistic
and economic signi cance. Some of these results have beagidgtited in the previous
sections. Three important examples of these disparitiéiseimmpact of reforms are high-
lighted below. First, the differential impact on mean in@atross education levels (over
20% point difference in impact comparing those with tegtiaducation and other levels).
Second, the differential impact of democracy on returnsdiacation across regions and
levels of education (percentage change in returns to eiducdiffered by over 20% point
between some regions and also between some levels of amhjcatiastly, the differen-
tial impact of democracy on poverty reduction across leeélsducation (over 15% point
difference in impact comparing tertiary to other levels dfieation).

With regards to the second question, the answer dependsmowéae ne a winner or

9By impact, | am referring to the change in a measure over tloetitwe periods. Making the assumption
based on Uwaifo ((2007) that the change is driven mostly loyateatization and action taken post democracy.
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a loser. If a loser is de ned as a negative impact post demnegcaad a winner a positive

outcome, then for most measures of welfare, there are noslpsst democracy in Nigeria.

The exceptions are as follows. First, the probability of apment in the South-South and
South West decreased post democracy. Second, the propabiéimployment decreased
for the two oldest cohorts post democracy. This result is Vesrrisome than the rst be-

cause of the birth cohorts for which this negative changeoted Individuals in these

cohorts may simply just be retiring. The more important tiggaoutcome post democ-

racy is the rise in inequality across all groups considetadquality in income increased
differently across groups but increased for all groups icemed. Increases in inequality
post democratization is not unexpected. There are bothrdhieal arguments and empir-
ical evidence that point to a relationship between demgceaad inequality (see Lenski

(1966), Justman and Gradstein, (1999), Simpson (1990ysBim and Milanovic (2004)).

However, this increase in inequality post democracy is goitant result that needs to be
highlighted.

De ning winners and losers post democracy differently frabove, leads to other con-
clusion. For example, a winner when comparing subgroupsbeade ned as one who
experiences the statistically signi cant greatest or tge@ositive change in measurable
outcome post democracy. While the loser is one who expearietite statistically signif-
icant lowest or lower change in measurable outcome post dexty See Table 10 for a
summary of winners and losers based on this de nition/déte

Using these de nitions of winner and losers, Table 10 higiis different winners and
losers post democracy in Nigeria depending on the econamdicator. For changes in
mean income, the winners are men, urban dwellers, the Nastheertiary educated and
the 1961-70 birth cohort. In terms of losers, rural dwell&sutheast, incomplete primary
educated, and the oldest birth cohort. In contrast, for geann returns to education, the
big winners are rural, Northeast, tertiary educated and &&4-1970 birth cohort. Given
these differences depending on the measure used, statiegapevinners or losers post
democracy in Nigeria is dif cult. However, tertiary eduedtindividuals and the Northeast
region are the two groups that are winners consistently mast indicators. In summary,
reforms post democracy led to differential welfare impdotsubgroups of the population.
Despite these disparities in bene ts, the good news is tledfane as measured by income,
ARTE, employment and poverty reduction improved for mo$igsaups of the population
considered.

The results above provide signi cant evidence that the bigners post democracy in
Nigeria are those with tertiary education and those fromNbeaheast. The result for the
tertiary educated as mentioned above is explainable gherdcus of the reforms. The
result for the Northeast however needs further investigatiThe vice president during
the 1999-2007 presidency and some key government of ciafsecform the Northeast of
Nigeria. Biased transfers to this region from those in poméht explain this trend but
this conclusion is speculative.

Based on the ndings in this chapter, Nigeria's governmeeagds to target specic
groups of the population in an attempt to reduce the gap ifeweebene ts of democracy
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which may keep growing over time if unchecked. This is imanttbecause civil unrest is
an impediment to growth and is positively related to growdligparities within a popula-
tion. In addition, growing disparity in income among thosehe rural sector needs to be
investigated. Finally, though tertiary educated indidtduare without doubt the big winners
post democracy in Nigeria, the probability of employmerg hat changed. There is still a
9% probability of being unemployed with higher educatiomMigeria which is signi cant.
This relatively high probability of being unemployed wittrtiary education needs further
investigation.
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Table 10:Tabulating Winners and Losers

Interest Winner Loser
Group
Sector
Mean Income Urban Rural
Head count ratio of Poverty Urban Rural
Severity of poverty P,] Urban Rural
Gini Coef cient Urban Rural
Probability of Employment Rural Urban
Returns to Education Rural Urban
Region
Mean Income NE SE
Head count ratio of Poverty SW NC
Severity of poverty P,] NE SwW
Gini Coef cient NE MB
Probability of Employment MB SS
Returns to Education NE SE
Education Level
Mean Income Tertiary Incomplete primary
Head count ratio of Poverty Tertiary No Schooling
Severity of poverty IP»] Tertiary Incomplete primary
Gini Coef cient Incomplete primary Primary
Probability of Employment Primary Incomplete primary
Returns to Education Tertiary Primary
Age Cohort
Mean Income 1961-1970 > 1980
Head count ratio of Poverty 1971-80 < 1930
Severity of poverty IP»] > 1980 1931-40
Gini Coef cient < 1930 > 1980
Probability of Employment > 1980 < 1931

Returns to Education 1961-70 1931-40
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