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1. INTRODUCTION

The continuous increase i poverty in Nigerin', the dwmdling nature of mcome of
ndividual, the increase in the rate of infiation®, the deteriorating state of the nation’s
sconomy, especially with the infroduction of stricturil sdiustment programme in the mid
19805’ has over the vears made most people. especially low income eamners engagad
themselves i other type of occupations than their main occupation m urdﬂ to supplemant
their income. This strategy of supplementing income from other jobs, ofien referred (o as
Income diversification is & form of risk manopement strategy aimed ol cushioning the
effocts of shocks (economic and ngro-climate), poverty reduction, redugtion in income
incquality, consumption stability and over all improvement m the standard of living of the
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key public assets such a8 electricity, roads, sewags, or drinking water. Finally, = mcludes
otfver key assets thar relares to the characteristics of the area (agro-climate, land quality, eic),

(c) Significance of Income Diversifieation

Drawing instances from the agrarian society, Minot, ¢t al. (2006) states that most roral
households adopt multiple income genersting activities in order th manage risk in terms of
weather change or other factors; to mest housshold consumption nesds in the face-of high
trangaction costs, 10 tike sdvantoge of positive externalities among activities, and
tespond to diseconomies of scale. Diseconomies of scale can, in turn, be ¢aused by land
constraints, seasonal variation in agricultural Tabour productivitics and heterogencos
skills in the household (see also Barett and Reardon 2000).

Studies by Escobal (2001) and Adugna (2006} also indicates thar households that
depend  heavily on agri:ul‘lurt and related activities alse benefited from income
diversification. For mnstance, meome diversification through off-farm activities offer an
mprtant toute out of poverty, provide higher income earning. increase food consumpltion,
penerute employvment and reduce mcome ineguality, Ersado (2006) also reiterate that
income diversification is a key way of ex-ame risk management or ex-post coping with
shocks, And that there are several faciors responsible for observed income diversifieation
at the household leve!l These factors include among others; (1) selfnsurance agamst risk
it the context of missing insurance and credit markots: and (1) an ex-past coping strsfegy
with extra individuals and exira jobs tuken because of the decline in income (see also
Barrett and Reardon 2000; Barrett ¢f af. 2001).

Very few evidence on the role of income diversification exists in the urhan areas. Bul
in most rural ereas of developing countries, diversification mto non-firm income source is
growing and pccounts for m considerable share of household income. In an extensive
analysis of houschold survey from 19708 through the 1990, it was discovered that average
non-farm mcome share was 42 per cont in Africa, 40 percent in Latin America and 32 per
certt in Asia. Many studies in Africa find positive association between non-farm
diversification and houschold welfare and also discovered that income diversification is &
coping strategy used during times of drought, like what wes experienced in Burkina Faso
before and after the 1984 drought, where houscholds with grester income diversification
were able o by food and weather the effects of the drought and tend o have higher
overall incomes than those who wese not able to supplement their farm incomes with riral
non-farm incomes | Barcett and Reardon 2000; FErsudo 2006).

3. STUDY AREA AND METHODOLOGY

1. 5tody Area

llorin is located spme 300 kilomerers from Lagos and 300 kilomelers from Abuja the
Federal Capital of Nigeria and on Latitude North 8230' and Longitode Fast 4°35' of the
Equator The city is situated in the transition cone between the forcst ind savanng regrons
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of Nigenia. Presently the city is the capiml of Kwara Stafe in Migeria and has an estimated
population (by 1991 census figure) of ahout ST21T8 people (NPC 1993, liniva and Umar
2004y,

3.2, Methodology

(o) Data Source

I addition to the use of sccondary dat, & survey uimed al genersting prisnary dam on the
determinants of income diversification in Tlorin metropelis was conducted between the
month of Janusry and Febniary 2009 through the distribution of coples of questionnaire
and Qualitative Social Assessment of Income Diversification (QSAILY). The Questionnaire
was based on the World Bank Living Standards Measurement Study (LSMS) and the
Nigerin's Natiomal Bureau of Statistics’ National Integrated Surveys on Houscholds, which
among other things provided questions on the socio-demogmaphic charucteristics of the
households and the description of the patterns of access to social services. The OSAID
provides more in-dept information on the perceptions, experiences and constraints 1o
income diversification (Grootaert 1986; Minot et al 2006),

(b} Sample Selection Method

A strutified sampling method was used in the selection of the respondents fur the study, For
the purpose of these study, 11 locations within the metropolis served as the semple units®
In secordance with these sample units, o structured questionnaire was distributed to about
193 hends of households in the metropolis of which 1 70 responded, The issucs raised in the
questionnaire meloded the background of the respondemt (i. o oge, gender, martial,
educational and employment status, hoosehold s and composition), income level and
souree(s) including which source(s) have become more or less important over time and
perception of the impurtant income source(s), the relstive contribation of the factors like
household's geographic location, headship of household, availability of infrastructural
fucilitics. c.¢. gpood road network, electricity, health care facilities and information, access
i commaodity and credit markets. human and social capital 1o income diversification, their
perceptions and experiences regarding incoma diversification, the role of the government
it promoting new cconomic activities, including questions about the types of assistance
rendered and the wsefulness of the assistance.

fe) Datm Analysis

Both qualitative and quantitative methods were used in-analyzing the data collecied for the
study. The qualitative analysis was bosed on the perception of the respondents on the
doterminants of income diversification in lorin metropolis, The quantitative method
comprises the use of descriptive analysis. the Simpson Index of Diverssty used o
measuring ingome diversity and a multiple regression analysis in determining the relsiive
contribution of the factors that determine income diversification in liorin metropolis.
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Descriptive statistics such as per centile was used in describing the socio-demographic
characteristics of the respondents. The analysis of income diversification in this study is in
line with that adopted by Minot. et.al (2004}, that views income diversification as multiple
sources-of income. Typical of such method 15 Simpson Index of Diversity defined as:

SID = | ~LP? (1
Where:
P = the proportion of income coming from source,

The value of SITD, falls between 0 and 1. Hthere is just one source of meome £ = |, 50
S1D, = 0. As the number of sources increases, the shares of (P)) declines, as does the sum of
the squared shares, so that SID approaches |- 1T there are k sources of incoma, then STD
falls between zeroand 1 = 1/k

Drawing from Escobal’s (2001) standard rural household model of the determinants
of incame diversification, which was based on the “push™ or “pull” factors, we therefore
modify and specify our model using n multiple regression analysis of the Ordinary Least
Square (OLS) in verifying the reintive contribution of the factors that determine income
diversification in llorin metropolis. The factors considered in this study were divided
into two main groups: factors that are honschald based and those that are commumnity
based. Those that are houschold based are referred fo as the vector of household
characteristics, which inelude household size, gender of the respondents, location of the
residence of the respondents. ape, marital and educational status and income of the
respondents from their main occupation; and those that are community based are
referred to as vector of community characteristics which include social capital measured
by membership of an association, aceess to clectricity, access to commaodity markets,
access to credit markats, access to health care services and access to information. Thus,
following Escobal (2001 ) and Minot f al. (2006) methods of estimation, the model for
this study is stated as:

D =f(HHe, Ce) {2)
Whers:

1D, = measure of individual respondent’s mcome diversity.
HHe = the vector of household characteristics ropresented by the following equation:

HHe = (Hhs, GHEH, Loca, Age, Mastus , Edu , Soca , Incom)) (3)
Ce = the vector of community charncteristics represented by the following equation:
Ce = f{ Elec. Combkt . InCremkt, HethCs , Infor) (4

Thus, when equntions {3) and (4) are substinned into equation (2, it then becomes:

D = £(Hhs, GHRhH, Loca, Age. Mastus, Edu, Soca. Incom, Elec, Comkt, inCremkt,
HethCs,, Infor ) (53
When transfirmed into 8 multiple linear relationship, equation (3) thus becomes:
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ID, = @, + @, Hhs + o, GHEH + o Loca + & Age + o, Mastus + o, Edu + ocSoca, + o,

Incom, + e Elee + o, Comkr, + o, InCremks, + o HethCs, < @, Infor + Z (6)

Where:

Hhs, = houschold size of individunl respondent,

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

Loca, = location of the residence of individual respondent. | for traditional settlement
and 2 for modern settlement.

Age = age of individual respondent

Mistus = marital status of individusl respondent, | for single, Z for marringe, 3 for
widow/widower and 4 for divoroe/separated.

Edu, = educational status of individusl respondent. 0 for no school, | for primary
schoal, 2 for secondary and 3 for tertiary.

Soca = social capitul measured by membership of an sssociation. | for membership
and 0 fior otherwise.
Incom, = logof income of individual respondent from Tain oeCuparion.

Elec, = access Lo electricity measured by the mumber of hours elecmicity is made
available per day.

Comkt = accéss to commodity market measured by the distance of residence 1 the
nearest markel

InCremkt = log of access 1o the credit market measured by the amount of fund received
from o credit institution in the last three month,

Heth('s = nccess to health care services mensured by the distance of residence to the
nearcst health care facility,

Infor = access o information proxied by the most available medium for accessing
information. 0 for no access, | for town crier. 2 for radio, 3 for television and
4 for newspaper.

1, = the inlercept.
o, — (1, = estimation paramelers.
U = disturbance term.

Ta estimate the model, o multiple lincar regression analysis was used in order to reflect
the explanatory nature of the vanables. To verify the validity of the model, two major
evaluation criteria were used: (i) the a-priorl expectation eriteria which is based on the
signs and magnitude of the co-eficient of the varisbles under investigation, and {ii)
statistical criteria based on statistical theory which in other words is referred to as the First
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Crder Least Square Test, which consist of R-square (R7), F- statistic and t test among
others, The R-square (R*) is concerned with the overll explanatory power of the
regression analysis, the Fesmiistic is used 1o verify the overall significance of the
regressors and the ttest is used 1o verify the margingl contribution of sach of the
mdependent variahles, (Dveniyi 1997, Greene 2003)

Drnwn from the model, our a-priori expectations o the expected pattern of behaviour
of the independent varinbles on the dependent variable are:

ul.}'“‘- ﬂ:‘;"ﬁﬁ;ﬂ‘}iﬂ:ﬂ:‘?ﬂ. n,}tl.ulnﬂ;u_,}ll.ﬂ_hﬂ-. I:t‘-}ul u:nb B! ﬂ,,}ﬂ.ﬂ.,,
'.=-l_'|_|1”:: ; "

4. RESULTS AND DISCUSSION

{2} Socie-demographic Churncteristics of the Respondents

The socio-demagraphic characteristics of 170 respondenis in Hodin metropolis included in
the analysis are presenied in Table 1. The survey conducted on the respopdants in [orin
metropolis indicated that 45.9 per ¢ent of them live in the tmditional seftlements, and 44,6
per cent of them fall within the 31. 40 vears age beacket, with 884 per cent of them
married. About 57,1 per cent of them are males, with 46.5 per cent of them having o
hotsehold size of between 6 and 10, The survey also indicated that 60 per cent of the
respondents are engaged in the organized public sector, with $2. | per cent of them naot
mg.:a_:g_ed in sy other occupation than their main job and only 7.1 per cent of them having
a mumimum of pnmary school education.

(b} Resulis of the Multiple Regression Analysis of Income Diversification in HNorin
Metropolis

The results of the multiple regression analysis conducted ot 5 per cent level of significunce

are presented in Table 2. These results are further confirmations of the relniive

comtribution of the factors that determine income diversification in Horin metropolis.

A ook at the mode| shows that it has an R-square of 01.3]. This shows that 3 | per cent
varkation in the dependent variable is explained by the explanatory variables, while the
error term fakes care of the remaming &% per cent that are variables in the study that cannot
be included in the model because of certain qualitative features; At § per cent level of
significance, the F-statistic shows that the model is useful in determining if the
explanstory variobles have any significant influence on the dependent variable, as the
computed F-statistic which 1s 6.35 is grester than the tabulated F-statistic valued at 1.75

In terms of the individual independent variables; the co-cfficient estimates and the
associated f-values of the size of household of the respondents, their marital and
educational status, their nccess to electriciny, the commodity markets, health care services
md information all have the expected signs, thus fulfilling our a-privri expectations
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ID, = o, + @, Hhs + &, GHBY + a,Loca + o Age +a,Masts + a, Edu, + aSoca, + a,

Incom, + @, Elec, + @ Comkt, + @ InCremks + ¢ HethCs = o Infor +Z (6)
Where:
Hhs, = houschold sive of individual respondent,

GHhH = gender of the head of househald, Binary variable | for household headed by
mnl= and O lor otherwise.

Laca, = locatlon of the residence of individual respondent. | for traditicnal settlement
and 2 for modemn settlement '

Age, = age of individual respondent,

Mastus, = marital status of individual respondent. | for single, 2 for marriage, 3 for
widow/widower and 4 for divorce/separated.

Edu = pducational status of individeal respondent. O for no school, | for primary
school, 2 for secondary and 3 lor tertiary.

Soca = social capitnl messured by membership of an association. | for membership
and 0 for otherwise

Incom, = logof income of individual respondent from main occupation.

Elec, = sccess 1o electricity measured by the number of hours electricity 1s made
available per dav.

Comki = acgess to commodity market measured by the distance of residence to the
nearest marked,

InCremke=log of access o the credit market mensured by the amount of fund received
from a credit institution in the last three month,

HethCs = access to health care services measured by the distance of residence to the
nearest health care Faciliny.

Infor, = access to information proxied by the most available medium for sccessing
infiermation, O for no access, | for lown crier, 2 for mdio, 3 for television and
4 for nowspaper,

i, = the miercept,

i —— o, = estimation parsmeters,
Ll = disturbance term

To estimaie the model, = multiple linear regression analysis was used in order Lo reflect
the explanatory nuturz of the varipbles. To verify the validity of the model, two major
evaluation criteria were used: (1) the a-prior expectation criteria which is based on the
signs and magnitude of the co-cfficient of the varisbles under investigation; and (ii)
statistical criteria based on statistical theory which in cther words is referred 1o < the First
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Uirder Least Square Test, which consist of R-square (R®), F- siatistic and t- 125t AMmng
athers _T'ht R—sq!ur:- (R} m concerned with the overall explanatory power of the
regresiion analysis, the Festatistic is used 1o verify the overnll significance of the

regressors and the t-test s used o verify the murginal contribution of each of the
wdependent variables. (Ovenryl 1997 Greene 2003),

Drawn from the model, cur a-priari expectations or the expected pattern of behaviour
of the independent varisbles on the dependent variable are:

@ >la<bo=0a>0a>0ea>00>0,0>0,a>00>0,a >0

=1, u"}'ﬂ. H

4. RESULTS AND DISCUSSION

{a} Socio-demographic Characteristics of the Respondents

The socio-deriographic characieristies of 170 respondemts in llorin metropalis included in
the analysis are presenied in Table | The survey conducted on the respondents in Horin
metropolis mdicated that 43.9 per cenr of them live in the traditional settlements, and 44.6
per cant of them fall within the 3| 40 years age hracket, with 88.8 per cent of them
marricd. About 571 per cent of them are males, with 46.5 per cent of them having a
houschold 51z of betwoen 6 and 10. The survev also indicated that 60 per cent of the
respondents are engaged in the organized public sector, with $2.1 per cent of them not
mlpgad i any other occupation than their main job and only 7.1 per cent of them having
a muntmum ol primary school education.

(b} Results of the Multiple Regression Analysis of Income Diversification in Horin
Metropalis

The resalts of the multiple regression analysis conducted at 5 per cent level of significance
wre presented im Table 1. These results are further confirmations of the relative
contribution of the factors that determine lncome diversification in Torin metropolis.

A lock a1 the model shows that it has an R-square of 0.31, This shows that 3 | per cent
varintion in the dependent variable is explained by the explanatory variables, while the
error term takes care of the remaining 69 per cent thal are variables inthe study that cannol
be meluded in the model because of certain qualitative leatures. AL § per cent level of
significance; the F-stanistic shows that the model 18 wseful in determining if the
explunmory varmbles hive any significant influence on the dependent variable, as the
computed F-siatisiic which is 6,35 is grester than the tabulated F-statistic vaiued ot .75

ln terms of the individual independent varinbles, the co-=fficient estimates snd the
associated t-values of the size of household of the respondents, their marital and
educational stalus, their sccess to electricity, the commodity markets, health care services
-and information all have the expected signs, thus fulfilling our s-prior expectations
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Sncho-demographic an ol the Respondents
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&  Lecwion of e Respondenis

Truditional Settlements A5G

Modern Seithements 54,1
B Gender of the Reppondents

Male 53.1

Feinple 42.9
& Age ol ihe Respandents

Below 30 %4
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A]=51 ml

Above M) i®
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Murried RN

Bivoreed .
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Orignirized Privite Soctor .2
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‘g hher Secondary Decupations

Nong 321

Farmimg 20

Trubing 141

Trmsportatson { Taxa’ Bus' Matoreyole ELR
M Educstions] Stues of the Respondents

N schinel 3

Primary sehasl T

Tertiary i g

Semerce: Authors” comnputation 2004
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Table 2
Multiple Regresion Resilts of the Determinants of Income Divenificstion jn
Harim Metropalis
Erpimmntory variabler Coefficien! and the (-olms
Fmizreept (1) .99 (3.95)
HhS 1) {033 (0.53)
CiHnIe i1y -0, | B (4521
Loca (1) =0.029 {-0.T1)
Age, (1) 0013 (-390
Mizatu (t) i 36 (3 40y
Edu, 1) 0029 (0 28)
Soen (1) <017 (<210
Imcom, {6} <0085 (-2 343
Eleg, (k) 00595 (0:50)
Ciamkt (1) 00100147
In remks 413 A0 2200
HethCs (1) 000651 311
Imfor, (1} 0(k22{ 139}
R iy
F fitd
Mo, of { bservations 17

* Significnnd af 5 per cent level of nignificance

Statistically, only their martial status (which is dominated by those that are married) and
those that have access to commodity markets are statistically significant at 5 per cent level
of significance.

The positive signs of the size of household of the respondents, their marital snd
educational status, their access to ekectricity, commodity markets, health care services and
information are indications of the extent of their positive mfluence on income
diversification i llorin metropolis. For household size, & household with a large mize,
eouple with the prevailing economic hardship in the country will not have any option than
1o sedreh Tor alternative source of income 1o supplement those from their main occopation.
For educational status, the higher the individuals educntional status, the more is the
opportunity open for such dn individual to change job and to lodk for additional souree of
income to augment the existing one. Having access (o electricity. commodity markets,
health care services and information makes it possible for housshold members 1o
participate in other form of incaime generating sctivitics. When electricity. are made
availahle (regularly). household members will participate In some form of self
employment and have more diverse ingome sources and a large share of mome from other
sources: gpart from their main job, With access 10 commodity markets the household
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members are foced with low transaction cost i buymg or selling and with scceds tp
=iormation, available commodities in the markets and their prices will be within reach,
Gender and location of the residence of the respondents could gither be positive or
segalive. That the outcome of the regression {8 negative indicates that the bulk of the
respondents that are male and maostly found in the modern settlements did not matter mach
o the owlcome of the study. In other words, the respondents found in the modern
seitlements and households headed by male are little or not invelved in income diversity
than those headed by female and found in the traditional sentlensents.

Drrawn from the perception of some of the respondents, their quest for more source of
mcome i camsed by the horsh economic situmtion in the country, the relstively large
household size which they must Teed and catered for, availability of commodity markets
where goods can be brought and scld, but with merger income and poor credit markats,
which on the other hand makes income diversification difficult.

These results are m conformity with the study on Vietnam by Minot, er af (2006),
where it was established that the education of the hausehald members is significantly and
positively related to the number of inbome sources, since educition opens the door to &
number of different economic activities, cither becanse of formal requirements for wage
garning positions or because education (particularly literacy snd numeracy) faciliate
learning about new self-employment eppertunities and managing them eiTiciently. For
houschold size, large households with o small proposition of children and eldecly people
tend 1o have a large number of mcome sources.

Age of the respondenis, their access to social capiml, income from main eccupation,
access to credit markets did not matter much 1o the sutcome of this study because they fall
short of our a-priori expectations. The case of social capital and access to the credit
miarkets seems obvious given the cosmopolitan nature of Horin metropolis, where little or
no social/kinship networks, reciprocal relationships and trust among the people exist. The
tack of ncoess o the credil markets, which shoold have help boost income diversification
can be linked to the people’s lack of awareness of the credit services available, their
proxindty and their reliability inelther starting & business or expanding an existing one and
the high interest rule and lhe need for collaterals that comes with the services. These
assertions are also in conformity with the views of Ersado {2006} and (Escobal 2001)
while comparing income diversification in the rural arcas with the urbun centers,

S, CONCLUSION AND RECOMMENDATIONS

An emipirical study of the determinanls of meome diversification in Lorin metropolis was
carried oul using a colléction of household data, the Simpson Index of Diversity (S} as a
measure of income diversity, a multiple regression analysis of the Ordinary Least Square
and qualitative soctal assessment method. Some of the determinantz considered for the
study are veetor of household and community characteristics: The vector of household
characteristics includes household size, genderof the heads of howscholds, who wers used
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as the respondents, location of the residence of the respondents, age, marital and
eddcationn] status of the respondents. The vector of cammunity charscteristics includes
social capital mensured by membership of an association, income of respondents from
their main occupation, sccess 1o electricity. socess 1o commndity markets, access to the
credit markets, access 1o health care services and BoCess 1o information. OF these varfables

These results thax call for messures thar would in addition to improving the existing
electricity supply system in the metropolis, provide seoess o commodity markets vig the

markets, provide health care services that are essential for gond hesith and productivity,
provide information on exiting murkets, prices and commodity conditions, improve and
expand the existing. credit markats with Seriois emphusis on interes! rate reduction and
remaval of stringent conditions for credit availability at the informal, semi-formal and
formal credit institutions

Social cupital, which emphasizes an membership of asociations {trade/communal
groups), social/kinship networks, reciprocal refationships and trist among the people
should be encoursged, given it importance us ¥ mediator in cementing relations, settling
disputes and forging umity wnong members and as un svenpe for providing members
financial, sucial and political support in times of need and a8 o mechanism for removing

The government at the level of the state ind local govermmment could also be of help in
encouraging mcome diversification ¢fforts via the provision of Infrastructura) lacilities,
micro credits. security of life ind property for entreprenearial development in e
metropalis,

NOTES
Ihe rale of peoverty mchzaned from 28§ Pt cemn in VRO Lo abwmgt T2 percend i 201 fAdevemm, e af
T}
Fer the pervstent increase the i of inflation in Nigerin see CAN 305
Eor the effevts of Stmiiirsl Adjmstsnent Pregramme v Fartigee 1994 Ukpdng and Inledy 1994

The 11 nomgte unity fifude aming others: Ofa ol Gambar, Pakata, Clape, Olathete, Cilcexunn, O
Erin. Ralopun Fulaitl, Gag Alsehi . Bahoko snd Taiwg

dn L bl
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