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Thie paper examines the impact of ingome diversification en weil-being in Dorin metropalis,
uging a collection of hougehold data, household consumption-expenditure por adult
equivilent a3 a measure of well-being, the Simpzon Index of Diversity (SID) veed in
measuring income divergification and a multiple regrésdion analyais. The resalt obtained
mdicates that income diversification has no significant impact on household well-being in
Barin metropolia. Given this result, the following measures were sugpested: that the people
i the metropolis should engoge in other (miner) income generation activities that would

§ their main mcome source, provision of incentives for eotreprencurial development

FogmEn

- is the people in the metropoliz by the government and expanding and unproving the exiating
eredit markets, infrastructural and information facilities that would allow for multiple
meome generiling aclivities in the metropolis.

L INTRODUCTION

‘T deteriorating state of the Nigerian economy due mainly to the structural adjustment
@esgrsmme introduced in the mid 1980s , the economic hardship that comes with it* and
e sestinuous increase in the rate of poverty from 28,1 per cent in 1980 to about 70.2 per
=t i 2003 kas made and still make more people in the country to look elsewhere for
me=ser throvgh income diversification (Adeyemi, ef af., 2007).

Escome diversification often referred to as a risk management and coping strategy
meant to cushion the effects of sconomic hardship cuts across all workforces i the
Sr=s sector (poblic/private sector), os well as, in the informal sector. For instance,
stmdies by Castells and Portes 1989; Ersado 2006; ljaiya and Chika 2004; Soares 2005;
Mt of ol 2006; Schgtman, ¢f al., 2008, discovered that in less developed countries
mers then B0 per cent of the workforce are engaged in multiple oceupations all aimed at
mmsiening the effects of shocks (economic and agro-climatic), poverty reduction,
reduction in income inequality, consumption stability and over all improvement in the
standard of living of the households.

If indeed this is the situation, to what ¢xtent has income diversification improvied
the well-being of households in llorin metropolis? This is the question this paper sought
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answers for, using a collection of household data, household en nsumption-ex penditure
por adult equivalent as & measure of well-being, the Simpson Index of Diversity (SID)
used in measuring income diversity and o multiple regressinn analysis.

2. CONCEPTUAL CLARIFICATION: INCOME DIVERSIFICATION AND
WELL-BEING

L1 Tneome Diversification

(2} Heaning

Income diversification refers to as increase in the number of sources of income or the
balance among the different sources of income, When linked to farm snd non-farm
activites in the rural urvas, income diversification is often used to described expansion
1 the importance of non-¢rop or non-farm income. Non-farm income includes both off-
farm wago labour/transfors and non-farm sell-employment. Thus, diveraification into
non-form activities usually implies more diversity in income sources (Reardon 1997:
Barrett, ef al., 2000: Abdulai and CroceRees 2001; Barrett, ef af., 2001; Block and Webb,
2001; Deininger and Olintro 2001; Little 2001; Woldenhanna and Oskan 2001; Minot,
et al., 2006; Adugna Z0061.

(b} Significance of Income Diversification

Drawing instances from the agrarian society, Minot, ¢f al_, (2006) stater that most rural
househalds adopt multiple income EEnerating activities in order to manage risk in terms
of weather change or uther factors, to mest household consumption needs in the face of
high transaction eosts, to take advantage of positive externalitios among activitios, and
to rogpond to diseconomies of scale. Diseconomies of scale can. in turn, be caused by
land constraints seasonal varistion in agricultural lebour productivities, and
heterogeneous zkills in the houschold (see ales Barrett and Reardon 20007,

A number of studies also indicate that households in Sub-Saharan Africa whose
houschalds’ heavily depends on agriculture and related activities also benefited from
income diversification. For instance, income diversification through ofT-fiarm activities
offer an important routo out of poverty, provide higher incame edrning, increase food
eansumption, generate employment and reduce income inequality (Escobal 2001; Adugna
20081 Erandy (2008 also reitorate thal income diversification i3 & key way of ex-ante
risk management or ex-post coping with shocks. And that there are several factors
rosponsiole for observed income diversification at the household level. These factors
include among others: (1) self-insurance against risk in the context of missing insurance
and credit markets; and {ii} an ox-post coping strategy with extra individuals and extra
jobs taken because of the decline in income (86 also Barrett of al, 2001: Barrott and
Rieardon 2000,

Vary fow evidence on the role of income diversification exists in the urban aress.
Bul in most rural areas of developing countries, diversification into pon-farm income
spurce is growing and accounts for a considerable share of household income. In an
extensive analysis of household survey from 1970s through the 1990z, it was discovered
thot average non-farm income share wis 47 per cont in Africa, 40 per cent in Latin
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America and 32 per cent in Asia, Many studies in Africa find positive arsociation between
pen-farm diversification and houschold welfare and also discovercd that income
diversification is a coping atrategy use during times of drought (Ersado 2006).

2.2 Well-being: Meaning and Determinants

(a) Meaning

According to Naravan, ¢f al., (20004, 2000b), well-being is synonymous with good quality
of life which include material well-being often expressed as having enough bodily well-
being which includes being strong, being in the right frame of mind and looking good,
social well-being which mcludes caring for and settling children; having self-respect,
peace, and good relations in the family and the community; having security, which
include civil peace, & safe and secure environment, personal and physical security, and
confidence in the future; and having freedom of chojee and action, which include being
abie to help other people in the community.

(b) Determinants of Well-being

According to the World Bank {1991}, one of the key determinants of well-being in a
given country is the presence of stable macrecconomic policies and economic growth.
For instance, when there exist sound fiscal and monetary policies in a eountry this will
create & hospitable climate for public and private investment in both socio-economic
gctivitiea which in turn promote productivity, increases income and the purchasing
power of the people and their consumptiof-exponditure from which the nation’s well-
being improves.

The ability of individuals to have access to the basic needs of Life v.g.. food, as=ets,
land, work, health, education, water and shelter also determine well-being. As stated
by Lipton and Ravallion {19985 and Narayan, ef al,, (20004}, adequate feod 15 o universal
need for improved well-being, Access to adequate resources, especially land is another
universal criterion of well-being. Ability to find a paid work, to obtain money, to buy
clothes and to pay for health treatment and school expenses is another important
determinant of well-being,

Clogely related to the above i2 Sen's capabilitics and entitlements doctrine. According
to Sen (1985), as a determinant of well-being, people’s capabilities that refers to what
people do and can do in their lives iz alzo a determinant of well-being. 11 alzo includes
things that can lead to a long and healthy life; to be knowledgeable; and having access
to the resources néeoded for a decent standard of living, while entitlements tend to deaw
the attention of the people away from the mere possession of certain goods toward
buman rights and the command over the use of goods and services and the use of vanious
economic, political and social opportunities within the legal system.

Having access to stete-provided infrastructural facilities is an essential criterion
for well-being. As observed by Ward (1099}, infrastructural services e.g., road, water
and electricity are significant because economic and social infrastructure is an essential

overhead capital (a key element in national wealth). For instance, private firms will not
get established, nor function effectively and efficiently where the infrastructure which
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provides the basic mechanism remams dvsfunctional, disconnected, run down and
inadequate, In the same vien, public assets that generate directly real consumption

sorvice flows that benefit the people will be insignificant to the overall quality of life of
the people most eapecially women.

The existence of good governance in any society i3 also a pre-condition for improved
well-being, since good governance allows for civil and economic iberties. Ciwvil liberties,
such as the freedom of individual expression, a pluralistic and free media, the ability of
groups to organize and freedom of dissent and criticism are essential since they facilitate
greater citizen voice and enhance mare efféctive government action on development.
On the other hand, economie liberties would foster entreprensurship, market activities
and economic growth for the improvement of well-being to take place gince there could
be fewer regulations and fewer obstacles to individual economic opportunities {Boeninger
19'51»;151'!11'-"15!-11 1991; Landell-Mills and Serageldin 1981; and Isham, et al,, 1987; [aiya
2006,

The significance of these¢ determinants to the guality of life of the people in 2
particular country can be drawn from the annual performance of some key socio-economic
indicators like the rate of poverty, life expectancy at birth, adult fliteracy, access to
health, access to safe water, access to sanitation, infant mortality rate, prevalenca of
malnutrition, per capita income, inflation rate, external public debt, ete. As indicated in
Table 1, the level of well-being 1o Nigeria has net shown any remarkable improvement
when viewed from these indicators and when compared with some countries in Africa.
For instance, apart from the early 1980s when the nation's per capita income witnessed
&N increase the situations in the 18908 and early 2000 were pathetic. The life expectancy
at birth (years| did not provide a better level of well-being in the country (51.9 yearsin
2001}, more 30 when compared with those of countries ke Mauritins, Tunisia and
Libya that had 71.7, 70.6 and 70.7 years in 2001 respectively (ADB 2003).

Table 1
Spcio-Economic Indicators in Nigeria = 1970-2001
Life Per

Agvedy Airegd Adicld Access fo rapeclancy  couprts Infant Dy calorie

fo hpalth  bowater ifiteracy  demimbon af birth  Incomer  morhaliy Infake

Year oarg (%) core () %) sl i Yawrs) (§1 ¥ Per IO (Per capilad
1970-7% - - 887 - 432 aAs00 - -
199579 — - 849 - 453 6600 122.0 19632
15084 a0 - B7.1 = 474 4100 1120 1903
19E5-59 400 i59 ' i 27 | 42 2700 120 22491
10005 670 d0 514 633 k4 - 2300 534 20656
1995 = 459 £3n RT3 51.1 2100 916 2802
15996 = - 42.1 - 51.2 2804 B%.E 277
1597 - - 4.4 - 5.3 ZMD ER.O 20
1538 - - L | - BLE 2600 B2 2E18
165G - - AT A B30 5lé 2500 B4.4 ZB33
2000 - - 3.1 6310 518  2el0 B2.6 -
2001 - - 34.7 - a9 IWA a1 -

Sourge: ADB 2003




Income Diversification aril Household Well-Bémng in llorin Mebrapalis, Nigeraa / 5

3. STUDY AREA AND METHODOLOGY

3.1 Study Area

Tarin is located some 300 kilometers from Lagos and 500 kilometers from Abuja the
Federal Capital of Nigeria and on Latitude North 8°30" and Longitude East 4°35 of the
Equator. The city is situated in the transition zone between the forest and savanna
regions of Nigeria. Presently the city is the capital of Kwara State of Nigeria and haz an
estimnted population (by 1991 census figure) of about 572,178 people (Adedibu 1985;
NPC 1993},

3.2 Methodology

(a) Data Source

In addition to the use of secondary data_a survey aimed at generating primary data on
the tmpact of income diversification on well-being in Ilorin metropolis was conducted
between the month of January and February 2008 through the distribution of copies of
guesticnnaire and Quantitative Social Assessment of Income Diversification (GSAID).
The questionnaire was baged on the World Bank Living Standards Measurement Study
(LSMS) and the Nigeria's Naticnal Bureau of Statistics’ National Integrated Surveys
an Houssholds, which among other things provided a comprehensive monstary measurs
of welfare and its distribution and the description of the patterns of access to social
gervices, The QSAID provides more in-dept information on the perceptions, experiénces
and constraints to income diversification (Grootaert 1986; Minot ef al., 2006],

ib) Sample Selection Method

A stratified sampling method was used in the selection of the respondents for this study.
For tha purpose of this study, 11 locations within the metropolis served as the sample
units®, In accordance with those samples units, structured questicnnaire was distributed
to about 193 heads of households in the metropolis of which 170 responded. The issues
raised in the questionnaire include the background of the respondent (i.e., age, gender,
marital status, educational and employment status, household size and compasition),
housing characteristics, consumption-expenditure, income level and source(s) including
which source(s) have become more or less important over time and percoption of the
important income sourcels), perceptions and experiences regarding income
diversification, the role of the government in promoting new economic activities,
including questions about the types of assistances offered. the usefulness of the
assistance, and how the government could best contribute to income diversification and
improve well-being.

(e} Data Analysis

Both qualitative and quantitative methods were used in analyzing the data collected
for the study. The qualitative analysis was based on the perception of the respondents
in order to determine the impact of income diversification on wellbeing in Ilorin
metropolis. The quantitative method comprises the use of descriptive analysis, household
consumption-expenditure per adult equivalent as a measure of well-being, the Simpson
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Index of Diversity (SID) used in messuring income diversity and & multiple regression
analysis in determining the impact of income diversification on well-being in Ilorin
metropoiis,

Descriptive statistics such as percentile was used in describing the socio-demegraphic
characteristics of the respondents, The analyais of well-being adopted the household
consumption-expenditure per adult equivalent scale. The most commonly used is that
of Orgamization for Economic Co-operation and Dévelopment (QECD), because of its
simplicity of use and wide familiarity. This scale is expreased as follow;

EXPeq = EXP/n'" (1)
Where:
EXF = total household expenditure
n = household size

0.7 = exponential formation representing other adulis in a
particular household (Grootaert and Braithwaite 1598),

The analysis of income diversification in this study is in line with that adopted by
Minot, ef al., (2008) that views income diversification as multiple sources of income,
Typical of such method is Simpson Index of Diversify defined as:

SID=1-Tp: &
Where:
P, = the proportion of income coming from source,

The value of SID alway= falls between 0 and L. If there is just one source of income
P, = 1,50 8ID = 0. As the number of sources increases, the shares of (P) declines, as
dueathenumﬁfththumduhmu+mthntﬂﬂappmuhul Iﬂhmu.::nkmurmn-f
income, then SIT) falls between zern and 1 = 1%

Starting with the specification of model, a multiple regression analysis of the
Ordinary Least Square (OLS! iz used in testing the relative contribution of income
diversification on well-being in Horin metropoliz, Following Minot ef al,, {2008) method
of estimation, the model is therefore stated as:

WEB =D, HH:J} (3}
Where:

WE_ = well-being of individusl head of household proxied by
consumption-expenditure per adult equivalent.

[T = measure of individual head of households income
diversification proxied by Simpsen Index of Diversify.

HHe = the vector of household characteristics répresented with
the following equation:

HHe, = filhs,, GHAH , Loca, Age, Mastus, Houc ) t4)
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Thus, when equation (4) i8 substituted into equation (3), equation {3) then becomes:
WB. = fill, Hha, GHRH, Loca, Age,, Mastug, Houc)) (5)
With a multiple hnear relationship such as:
WB =8.+0ID +p Hhs+ B, GHAH + P Loca, + B Age,
+ B, Mastus + . Houe, + U (Gl
Where:
Hhs = houschold size of individual head of household.

GHAH = gender of the head of household. Binary variable 1 for
household headed by male and 0 for otherwise,

Loca, = location of the residence of mdividual head of housshald.
1 for traditional settlement and 2 for modern settlement.

Age, = age of individual head of household.

Mastus = marital status of individual head of housshold. 1 for single,
2 for married, 3 for divorced, and 4 for separated.

Houe, = housing characteristica. 1 for gingle room apartment, 2 for
two-room apartment and 3 for Natbungalow.

. = the intercept.
B, . B, = estimation parameters,
U/ = disturbance tarm.

To estimate the model, a multiple linear regression analysis was used in order to
reflect the explanatory nature of the variables. To verify the validity of the model, two
major evaluation criteria were used: (i) the g-priori expectation criteria which is based
on the sipns and magnitude of the co-efficient of the variables under investigation; and
(ii) statistical criteria based on statistical theory which in other words 18 referred to as
the First Order Least Square Test, consisting of R-square (K?), F-atatistic and f-test.
The R-square (A®) is concerned with the overall explanatory power of the regression
analysis, the F-etatistic {2 used to test the vveral] significance of the regression anslysis
and the t-teat is nsed to verify the significant contribution of each of the independent
variables (Oveniyi 19971,

Dirawn from the model, our a-prior expectations or the expected pattern of behaviour
of the independent variables {income diversification and the vector of household
characteristice) on the dependent variable (well-being) were:

=0 POy P,>0: B, =0; B,=0; B, =0 B, >0,
4. RESULTS AND DISCUSSION

Socio-Demographic Characteristics of the Respondents

The socio-demographic characteristics of 170 respondents in Horin metropelis included
in the analysis are presented in Table 2.
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Table 2
Secio-Demographilc Characteristics of the Respondents

Chitracleristics Prrcentage (%)
a.  Location of the Respondents

Traditional Settlements 439

Modern Sattlemenis 521
b, Gender of the Respondents

Male .1

Female 425
. Ageof Respondents

Beiow 30 FLE

al-40 4.6

41-50 28.2

Above S 18
d.  Marital Status of Bespondents

Single 11.2

Married 888

Divarced -

Widow =
e.  Househald Size of the Respondents

1-5 499

6-10 ' 465

Mare than 10 35
f, Main Occupation of Respondsnts

Unorganized Private Sector (Informal Sector) Employed 138

Orrgantzed Private Sectar 6.1

Crrganized Pubtic Sector 60.0
g-  Other Secondary Crcupations

Iome X1

Farming el |

Trading 151

Transportation (Taxi/ Bus) Motoreycle s
h, Educational Status of Respondents

Mo schoal 52

Primary school 71

Secondary school 38.9

Tertlary 2534

Saurce: Authors computation X008

The survey conducted on the respondents in llorin metropolis indicated that
45.8 per cent of them live in the traditional settlements, and 44.8 per cent of them fall
within the 31-40 vears age bracket, with 88.8 per cent of them married. About 57.1 per
cent of them are males, with 46.5 per cent of them having a household size of
between 6 and 10. The survey also indicated that 80 per cent of the respondents are
engaged in the organized public sector, with 52,1 per cent of them not engaged in any
other cccupation than their main job and only 7.1 per cent of them having a minimum
of primary school education.
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Resulis of the Multiple Regression Analysis of Income Diversification and Well-
being in Horin Metropolis

The results of the multiple regression analysis conducted at 5 per cent level of significance
are presented in Table 3. These results are further confirmations of the link between
income diversification and well-being in llorin metropolis.

Table 3
Multiple E.:Emunm esults of Lﬂ.tEE DMversification and Well-Being in llorin Metropolis
Explanmlory mariabies Co-efficient and Ui I-paliiss
inlercept (1) 79157
D () =52 (=2.1E)
HAS. () ~E0099 {4, 50)
GHEH, (1) .31 (—-2.14)
Loca, {f) ~4.0049 {—(1.39)
Age (1) 034 (3,337
Mastus {f) 0.62 (2501
Houwe, [1) {0099 (—4.50)
R* 0.8
F 653
MNo. of Observations L

"Significan at 5 per cent level of signihicance.

A look at the model shows that it has an R-square of 0.48. This shows that 28 per
cent variation in the dependent variable (well-being) is explained by the explanatory
variables (income diversification) and the vectors of houschold characteristics of the
respondents in [lorin metropolis, while the error term takes care of the remaining
52 per cent, that are variables in the study that cannot be included in the model because
of eertain qualitative features. At 5 per cent level of significance, the F-statistic shows
that the model is usefol in determining if any significant relationship exist betweon
inzome diversification and well-being in Horin metropolis, as the computed F-statistic
of .95 15 greater than the tabulated F-statistic valued at 1.94.

Holding the vectors of household characterizstics constant, the co-efficients and the
associated t-values of income diversification is inversely related to well-being in llorin
metropolis which is contrary to our expectation. Though, statistically, income
diversification is significant at 5 per cent level, the result of the a-priori expectation
indicates that income diversification has no significant impact on household well-being
in llorin metropolis. Reasons established for this could be linked to the following factors:
(i} Horin metropolis is an urban settlement with most of its people working in the public
sector that is regarded as a more stable job with less risk of job lost unless after
retirement; (ii) the level and types of income diversification activities [which usaally
depend on accessibility and availahility of different income source (5] are limited, more
50 most people do not engage in other jobs because of lack of time to monitor the
busineases and lack of trust of whoever is employed to over sec the business in case the
owner is away; and (iii) the types of risk (e.g., natural disaster) that could prompt the
need for other seureels) of income by the households is also limited in the metropolis,



