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Inequality in Nigeria worsened between 2004 and 2013 but improved in 2016 using either the Ginicoefficient
or Theil. Inequality as measured by the Gini worsened from 0.356 in 2004 to 0.41 in 2013 but improves to 0.391 in
2016. UsingThiel,inequality worsened from0.217in2003t00.395in 2013 but improvedto0.31in2016.

Withrespect to consumption shares (and using consumption as a proxy forincome), in 2004, the bottom 10% (poorest
of the poor) of the population consumed 2.56% of goods and services, while the top 10% (super rich) consumed
26.59% of all goods and services. Therichest 10% were responsible for 26.59% of national expenditure orincomein

2016.This increasedto 33.72%in 2013 butdecreasedto 31.09%in 2016.

The top 20% were responsible for 42.40% of national income/expenditure in 2004. This increased to 48.28%in
2013 butdeclinedto46.63%in 2016.

While no agreed standard definition of the Nigerian Middle class exists, for the purpose of this report we have
classified Decile 01-03 as the lower class, Decile 04-07 as the middle class and Decile 08-10 as the upper class.
Accordingly, the upper class was responsible for 58.39% of national income/expenditure downfrom 59.42% in
2013. The share of the upper class in national income had beenrising between 2004 and 2013 before reducingin
2016. The middle class on the other hand accounted for 30.26% of national income/expenditure in 2016, higher
than 29.14%in 2013. The share of the middle class had been declining between 2004 and 2013 infavor of the higher
class but that reversedin 2016.Finally, the lower class accounted for 11.35% of national income/expenditure in 2016
lowerthan 11.43%in 2013.The biggest gainers of income/expenditure shares between 2013 and 2016 has therefore

beenthe middleclass, while the lower-class share remained constant while the high-class sharesreduced.
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The Gini, the Theil, and Decile Distribution
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Consumption shares
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Brief notes on Methodology

Consumption shares represents what each tenth of the population consumes. Decile_01 is the very
bottom 10% of the population; Decile_10represents the very top 10% of the population

The Gini coefficient measures theinequality amongvalues of afrequencydistribution. The Theilindex
measures anentropic "distance" the populationis away fromthe egalitarian state of everyone having the
sameincome. The numerical resultisinterms of negative entropy sothat ahigher numberindicates more
orderthatisfurther awayfromthe complete equality.

The Gini coefficient satisfies the followingcriteriaas agood measure ofincome inequality

¢ Meanindependence. This means thatif allincomes were doubled, the measure would not change. The
Ginisatisfies this.

¢ Populationsize independence. If the population were to change, the measure ofinequality should not
change, ceteris paribus. The Gini satisfies thistoo.

¢ Symmetry. If youand | swapincomes, there should be no change inthe measure of inequality. The Gini
satisfies this.

¢ Pigou-Dalton Transfer sensitivity. Under this criterion, the transfer of income fromrich to poor reduces
measured inequality. The Gini satisfies this too.

However, Theil satisfies the above and the followingwhich are desirable to have as well:

e Decomposability. This means that inequality may be broken down by population groups or income
sourcesorinotherdimensions. The Giniindexis not easily decomposable or additive across groups. That
is,the total Giniof society is not equal to the sum of the Gini coefficients of its subgroups.

o Statistical testability. One should be able to test for the significance of changesintheindexover time.
Thisislessof aproblemthanitusedtobebecause confidenceintervalscantypically be generated using
bootstraptechniques.

Thedataused herewere derived from the NBS/World Bank General Household Surveys (panel) of 2013

and 2016 aswell asthe Harmonized National Living Standard Survey 2004.
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The Gini, the Theil, and Decile Distribution, Nigeria, 2004, 2013, 2016

2004 2013 2016
Gini 0.356 0.41 0.391
Theil 0.217 0.395 0.31
Consumption shares Diff between Gain/Loss
Shares of classes 2013 Shares of classes 2016 2016 and 2013 per classes
Decile_01 2.56% 2.71% 2.67% -0.04%
Decile 02 4.10% 3.93% 3.90% -0.03%
Decile_03 5.25% 4.79% i 11.43% 4.78% i 11.35% -0.01% -0.08%
Decile_ 04 6.36% 5.70% 5.72% 0.02%
Decile_05 7.53% 6.69% 6.83% 0.14%
Decile_06 8.85% 7.65% 7.96% 0.31%
Decile_07 10.43% 9.10% i 29.14% 9.75% i 30.26% 0.65% 1.12%
Decile_08 12.52% 11.14% 11.76% 0.62%
Decile_09 15.81% 14.56% 15.54% 0.98%
Decile 10 26.59% 33.72% 59.42% 31.09% i 58.39% -2.63% -1.03%
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