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On the Compilation of Labour Force Statistics for Nigeria

Yemi Kale and Sani I. Doguwa

Computing unemployment rate using a 40 hours a week benchmark implies
that any person who has worked for less than 40 hours during the reference
week is considered unemployed. This method has become outdated given the
present realities of the working environment in Nigeria, particularly,
considering the nature of certain activities in the service sector of the
economy. This document presents the new definition and revised methodology
that is used to re-compute the labour force statistics in Nigeria between 2010
to 2014 Q4. The high rate of underemployment among age “25-34" years
showcased the difficulty associated with youth and graduate unemployment.
This is particularly worrisome because this category falls within the very
active labour force population. Policies that will address youth and graduate
unemployment phenomenon in the country are, therefore, required.

Keywords: Labour Force Statistics, House Hold Labour Force Survey

JEL Classification: E41, C22
1.0 Introduction

The National Bureau of Statistics (NBS) by the Statistics Act 2007 is the
National Agency responsible for developing and promoting the use of
statistical standards and appropriate methodologies in the statistical system. In
keeping with this mandate, NBS has been carrying out on an on-going basis,
methodology reviews for data production to ensure its processes are up to date
and in line with international best practice, while also satisfying the
peculiarities of the Nigeria’s environment.

One of the critical reviews carried out recently is the definition and
methodology review for the production of labour force statistics, where NBS
computes the national unemployment rate. NBS has historically computed
unemployment rate using a 40 hours a week benchmark. This implies that any
person who has worked for less than 40 hours during the reference week is
considered unemployed. This method has become outdated given the present
realities of the working environment in Nigeria, particularly, considering the
nature of certain activities in the service sector of the economy, which
presently accounts for over half of the nation’s output.

! Dr. Kale is the Statistician General of the Federation and Chief Executive of the National
Bureau of Statistics, while Dr. Doguwa is the Director of Statistics Department, Central Bank
of Nigeria, Abuja. The contributions of other staff members from both the NBS and the CBN
are greatly acknowledged.
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As part of its strategic agenda, the Central Bank of Nigeria recently adopted
the inclusion of unemployment rate in its monetary policy decisions. To this
end, the Bank set up a Technical Committee comprising Statistics, Monetary
Policy and Research Departments of the Bank as well as NBS to work out
modalities for measurement and generation of timely Labour force statistics.
As part of the initiative to actualize this objective, a 3-day national
stakeholder’s workshop was organized by the NBS on the review of definition
and methodology for computing Labour force statistics in Nigeria in
September, 2014. The aim of the workshop was to deliberate on the current
definition and methodology as applied by the NBS and proposed a more
suitable one in line with current economic realities and international best
practices.

The 3-day National Stakeholder Workshop, with 18 organizations drawn from
the public and private sectors, civil society organization and the media,
chaired by Professor Sarah Anyanwu of the University of Abuja was held.
The organizations that participated in the workshop include the academia;
Central Bank of Nigeria; Civil Society Organizations; Federal Ministry of
Finance; Federal Ministry of Labour and Productivity; International Labour
Office; Manufacturers’ Association of Nigeria; the Media; National
Directorate of Employment; National Planning Commission; National
Population Commission; Nigerian Statistical Association; Nigeria Economic
Society; Nigeria Institute of Socio-Economic Research; Nigeria Union of
Journalist; Trade Union Congress of Nigeria; United Nations Development
Programme; and the World Bank.

The NBS/CBN Technical Committee organized a follow-up workshop to
reflect the stakeholders’ recommendations on the methodology and develop
an implementation framework which outlines: (1) the modality for the conduct
of labour force survey and (2) the possible survey frequency, amongst others.

For ease of exposition, this document is structured into five sections; with
section one as the introduction. The concepts and definitions used in labour
force statistics are discussed in section two. Section three presents the conduct
of the labour force survey under different scenarios. The earlier surveys
conducted in the period 2010 to 2014 were re-analyzed and discussed based
on the revised framework in section four. Section five provides summary and
recommendations on the way forward.

2.0  Conceptual Framework

The economically active population comprises all persons of either sex who
supply labour for the production of goods and services during a specified
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period. Total labour force comprises members of the working age population,
who during the survey reference week, were classified as either employed or
unemployed. These were people ages 15 and older (64 years in the case of
Nigeria) who meet the International Labour Organization definition of
economically active population. While national practices vary in the treatment
of such groups as the armed forces and seasonal or part-time workers, in
general the labour force includes the employed and the unemployed.

Working age population is usually resident, non-institutionalized, civilian
population of Nigeria aged 15 years to 64 years. Any person in the working
age population who is neither employed nor unemployed is considered as not
in the labour force. This residual category (that are not in the labour force)
includes people who: - are retired; have personal or family responsibilities
such as unpaid housework and childcare; attend educational institutions; are
permanently unable to work due to physical or mental disabilities; were
temporarily unavailable for work in the survey reference week; and are not
actively seeking work. These definitions conform closely to the international
standard definitions specified by the International Labour Organization. Thus,
the labour force participation rate (LFPR) and the Not in the Labour force rate
(NLFR) are defined as:

Labour force
LFPR =

100 1
Working Age Population x @

NLFR = Not in the Labour force 100 5
"~ Working Age Population x @

The labour force category to which a person is assigned depends on his or her
actual activity during the survey reference week (or period).

Persons in employment or employed are people in the working-age population
who, during the reference week, did one of the following: - (a) worked for 20
hours or more for pay or profit in the context of an employee/employer
relationship or self-employment; (b) worked without pay for 20 hours or more
in work which contributed directly to the operation of a farm, business, or
professional practice owned or operated by a relative; and (c) had a job but
were not at work (due to own illness or injury, personal or family
responsibilities, bad weather, mechanical breakdown, direct involvement in an
industrial dispute, leave or holiday). In other words, NBS defines persons in
employment in the reference period as all labour force members that work for
pay/wages in the formal sector; and those members that work for at least 20

hours in the informal sector. The employment rate is defined as:
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Employment Rate
_ Number of Employed

Labour Force 100 ®
Underemployed comprises employed people who work part time (usually
worked for at least 20, but less than 40 hours), and are willing and available to
work more hours than they usually do. There are various types of
underemployment namely: - time-related, skill-related, income-related among
others. Among these, both time-related and skill-related are more easily
measured. Time-related underemployment comprises those in employment,
but work less than 40 hours within the reference period. The time-related
underemployment rate and the rate by category are defined as:

Time related underemployment rate

_ Timerelated underemployed 100 4
B Labour Force x S

and

Time related underemployment rate by Category

_ Timerelated underemployed by Category 100 (5
B Labour Force by Category x ®)

Also, the contribution to time-related underemployment by category is defined
as:

Contribution to Time related underemployment rate by Category
Time related underemployed by Category 100 ©)
X

Labour Force

The unemployed persons comprise all those in the labour force that are not in
employment during the specific reference period. In other words all people in
the working-age population who, during the reference week, were without a
paid job, available for work, and had either actively sought for work in the
past four weeks ending with the reference week, had a new job to start within
the next four weeks, or worked for less than 20 hours a week in the informal
sector ending with the reference week are considered unemployed. The
unemployment rate and the rate by category are defined as:

Unemployment rate
_ Unemployed

= 1
Labour force x 100 ™

and
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Unemployment rate by Category
Unemployed by Category

= 1
Labour force by Category 00 ®

Also, the contribution of unemployment rate by category is defined as:

Contribution to Unemployment rate by Category
Unemployed by Categor
_ ptoyea by gory £ 100 ©)

Labour force
3.0 Labour Force Survey
3.1 Data Sources

The target population for the household labour force survey (HLFS) in
Nigeria is the civilian, usually resident, non-institutionalized population aged
15 to 64 years. The HLFS does not cover : - long-term residents of homes for
older people, hospitals, and psychiatric institutions; prison inmates; members
of the armed forces; overseas diplomats; overseas visitors who expect to be a
resident in Nigeria for less than 12 months; and those that are under 15 years
of age.

3.2  Sample Design

The HLFS sample design is derived from the NBS National Integrated Survey
of Households sample design which is a 2-stage cluster sample design; the
enumeration areas (EAs) form the first stage units, while households (HHSs)
form the second stage units. The HLFS sample contains about 33,300 private
households and about 199,800 individuals each quarter. We sample
households on a statistically representative basis from each of the 36 states
and Federal Capital Territory, and obtain information for each member of the
household. The sample is therefore stratified by states, urban and rural areas,
and other socio-economic characteristics.

Households stay in the survey for two years. Each quarter, one-eighth of the
households in the sample are rotated out and replaced by a new set of
households. Therefore, up to seven-eighths of the same people are surveyed in
adjacent quarters. The overlap is expected to improve the reliability of the
quarterly change estimates.

The period of the field work (surveying/interviewing) normally takes 15 days.
The information obtained relates to the week before the interview (referred to
as the “survey reference week’). The enumerators first interview respondents
face-to-face at their homes. Subsequent interviews if need be are by
telephones whenever possible. Where practicable information is obtained
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directly from each household member, otherwise, a proxy interview is
conducted in which details are obtained from another adult in the household.

Publicity of the HLFS is normally provided to create awareness amongst the
stakeholders, respondents and the general public so as to increase the response
rate. This is normally done through the electronic and print media. To
minimize errors during the face to face interviews, two levels of training (train
the trainer and training of the interviewer) are conducted prior to the
interview. The first level of training is the train-the-trainer, which consists of
37 trainers, 37 monitors and 6 coordinators which are done in Abuja.

The second level of training is the training of the field staff, which consists of
the interviewers and supervisors, state officers and zonal coordinators and this
takes place in the 36 states and FCT. With the second level of training
completed, the household interviews are conducted by 20 field staff per state
comprising 4 roving teams (4 supervisors and 16 interviewers). The field staff
will locate selected household and then conduct interviews with the household
members using the labour force questionnaire.

3.3 Survey Options

Based on the recommendations of the stakeholders for detailed disaggregation
of the Labour force statistics, the need to increase the sample size became
imperative. This will allow for disaggregation by state and within state, and
further disaggregation will be possible such as rural-urban, male — female,
more detailed educational attainment, etc. Also, for the Monetary Policy
Committee meetings it will be pertinent if information on labour force
statistics in the medium term could be provided on monthly basis at the
National level.

Presently the labour force statistics are computed quarterly with an annual
expenditure outlay of about N370 million. Quarterly detailed disaggregation
will amount to substantial increase in the sample size and may cost over N800
million per annum. Compiling the labour force statistics monthly with
minimal information for decision making will absorb about N650 million
annually.

The hybrid option would be to provide detailed information at the end of each
quarter, and minimal information in the other two months in the quarter. This
option will absorb about one billion naira annually. However, due to the
reduction in revenue resulting from falling international oil prices, it is
suggested that the current quarterly surveys should be maintained.
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4.0  Data Analysis, Results and Discussions

The census and survey processing (CSPro) software is used for data capture,
while SPSS is used for analysis.

4.1  Weighing Sample Survey Data

The NISH sample design is constructed to generate reliable labour market
statistics at the national level. In each state and FCT, 60 EAs are selected with
probability proportional to size. These probabilities are used to generate the
weights that are applied to the sample data to generate robust, unbiased and
reliable population estimates of the labour market statistics.

Table 1: Key Facts from Q4 2014 Household Labour Force Survey

Key Facts
Change Change
Labour Force Statistics Q4 2013 Q32014 Q42014  overQ3 over Q4
2014 2013
(In Thousands) (Percent))
Employed 65,860.8  65,517.9  68,259.1 4.2 3.6
Un-employed 5,780.4 7,027.9 4,672.5 -33.5 -19.2
Not in Labour Force 25,913.0 28,366.2  28,838.1 1.7 11.3
Working Age Population 97,554.1 100,912.0 101,769.7 0.8 4.3
(Per cent) (Percentage points)
Labour Force Participation Rate 73.4 71.9 71.7 -0.2 -1.8
Employment Rate of which: 91.9 90.3 93.6 3'3 1.7
Time Related Under-Employment Rate 12.0 15.4 17.9 25 5.9
Full Employment Rate 79.9 74.9 75.7 0.8 -4.2
Unemployment Rate 8.1 9.7 6.4 -3.3 -1.7

4.2 Key Facts

In Q4 2014 compared with the corresponding quarter of 2013, the following
key facts have emerged:
a) The number of people employed increased by 2,398,369.
b) The employment rate rose by 1.7 percentage points to 93.6 per cent.
c) The unemployment rate fell by 1.7 percentage points to 6.4 per cent
d) The time-related underemployment rate rose by 5.9 percentage points
to 17.9 per cent.
e) The full employment rate fell by 4.2 percentage points to 75.7 per
cent.
f) The number of unemployed people declined by 1,107,863
g) The labour force participation rate fell by 1.8 percentage points to 71.7
per cent.
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h) The labour force population increased by 1,290,525 to 72,931,619.

4.3  Employment and Labour Force Participation Rates

The working age population of Nigerians stood at 101,769,739 as at Q4 2014
of which 72,931,619 were fully employed, underemployed or unemployed
translating into a labour force participation rate of 71.7 per cent. This rate was
lower than the one reported in the preceding quarter and the corresponding
quarter of 2013 by 20 and 180 basis points, respectively.

Quarterly LFS Rates Quarterly LFS Rates
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The national employment rate in Q4 2014 stood at 93.6 per cent, showing
increases of 330 and 170 basis points above the preceding quarter and the
corresponding quarter a year earlier, respectively. While time related
underemployment rose to 17.9 per cent from the level a year ago, full time
employment fell to 75.7 per cent from the 79.9 per cent achieved. Over the
corresponding quarter a year ago the number of (time related) underemployed
Nigerians increased by 4,462,345 persons to 13,052,219 persons.

The trend of underemployment rate indicates that the Nigerian labour market
has been generally dominated with under-employment situation much more
than the outright unemployment phenomenon as the magnitudes of the
underemployed outstripped the unemployed since 2010. This aptly captured
anecdotal observations that people generally engaged themselves in one form
of income generating activity or the other in the absence of full employment
or other gainful employment in the informal sector of the economy. Policies
that focus on creating opportunities for more gainful engagement for people in
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itinerant activities will further help to ameliorate the unemployment and
under-employment phenomenon in Nigeria.

4.4  Unemployment Rate

The national unemployment rate in Q4 2014 stood at 6.4 per cent, indicating
that 4,672,500 job seekers during the survey reference week, had either
actively sought for work in the past four weeks ending with the reference
week, had a new job to start within the next four weeks, or worked for less
than 20 hours a week in the informal sector ending with the reference week.
Based on gender classification of unemployment, the female category had the
highest incidence of unemployment with the highest rate of 11.4 per cent
recorded in Q3 2014 and the lowest rate of 5.6 per cent recorded in 2010.

Quarterly Unemployment Rate by Sex Quarterly Time Related Underemployment Rate
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The problem of unemployment is more prevalent amongst the 15-24 and 25-
34 age groups which in Q4 2014 registered unemployment rates of 11.7 and
6.9 per cent respectively. These rates are higher than the national rate of 6.4
per cent recorded in the quarter. It is worth noting that the 15-24 and 25-34
age groups together form the youth population which represents a very
important stakeholder in any society. A prevalence of unemployment in these
groups portends grave danger to the security and stability of any nation. It is
disaster waiting to happen, if effective policy interventions are not put in place
to mitigate the menace of high youth unemployment.

Similarly, the problem of unemployment in Q4 2014 is more prevalent
amongst the secondary and post-secondary labour force which registered
unemployment rates of 6.9 and 7.0 per cent respectively. The number of post-
secondary unemployed amongst which the majority are graduates of tertiary
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institutions stood at 685,000 in Q4 2014 indicating a decline of 481,700
skilled but unemployed persons over the preceding quarter.

45  Time Related Underemployment Rate

The highest rate of underemployment at 17.9 per cent, occurred in 2011 and
2014Q4 as against the lowest rate of 12 per cent recorded in 2013Q4
representing a 5.9 percentage points difference. Similarly on a quarterly basis,
the underemployment rate in 2012 fluctuated between 16.8 per cent and 14.3
per cent while in 2013, it fluctuated between 14.3 per cent and 12 per cent.
Between the periods 2012Q1-2014Q4, the maximum rate of
underemployment in the country stood at 17.9 per cent in 2014 Q4 while the
minimum was 12 per cent in 2013Q4. The underemployment rates registered
for female labour force were consistently higher than the national
underemployment rate. In contrast the male underemployment rates were
consistently lower than the national rate. A gender disaggregation of the
underemployment phenomenon indicated that women are in general more
affected than men. This provides evidence for the perennial low labour force
participation rate and other gender related labour market disadvantages that
women experience in the predominantly patriarchal Nigerian communities.

When considered from its educational qualifications dimension, the illiterate
segment of the labour-force (Never attended school) had the lowest
experience of underemployment at 13.3 per cent in Q4 2013, while it peaked
at 19.8 per cent at the end of Q4 2014. The “below primary" segment fell from
18.1 per cent under-employment rate at the end of 2010 to 11.1 per cent at the
end Q4 2014. The primary school leavers segment has the lowest experience
of under-employment rate of 8.8 per cent at Q4 2013 which subsequently
peaked at 13.1 per cent at the end of Q4 2014. The segment of the labour force
with post-secondary school qualifications had under-employment rate of 16.9
and 14.1 per cent in 2010 and 2011 respectively. The under-employment rate
for this segment peaked at 20.9 per cent in Q3 2012 and moderated to 17.7 per
cent at the end of Q4 2014.

While there are similarities in the trend of the underemployment rates within
the educational level groupings, their concerns for policy however differ. The
high rates of underemployment among ‘“Secondary” school leavers are
generally expected, as this category of labour force is engaged in low-skilled
or part-time employment. However, the high rate of under-employment
among the “Post-Secondary” school certificates holders highlighted the
problem of unemployment and engagement in low skilled jobs among
graduates in the country. Policies that address graduate unemployment
phenomenon in the country are, therefore, required.
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The analysis of underemployment rate by age group showed that the “15-24
years” age bracket recorded the highest rate of underemployment within the
period under review with the maximum value of 42.9 per cent occurring in
2011 while the minimum value of 7.5 per cent was recorded in Q4 2013 for
“45-54 years” age bracket.

The high rates of underemployment within age group “15-24” years are
generally expected, as this category of labour force are engaged in low-skilled
and part-time employment. This is because majority of the citizenry within
this age bracket are expected to be undergoing their apprenticeship. Also, the
high rate of underemployment among age ‘25-34’ years showcased the
difficulty associated with youth and graduate unemployment. This is
particularly worrisome because this category falls within the very active
labour force population. Hence, policies that address youth and graduate
unemployment phenomenon in the country are required to checkmate this
ugly trend.

5.0 Summary and Conclusion

In keeping with the statistics production mandate, the NBS has been carrying
out on an on-going basis, methodology reviews for data production to ensure
its processes are up to date and in line with international best practice, while
also satisfying the peculiarities of the Nigeria’s environment. One of the
critical reviews carried out recently is the definition and methodology review
for the production of unemployment statistics, where NBS computes the
national unemployment rate. Computing unemployment rate using a 40 hours
a week benchmark implies that any person who has worked for less than 40
hours during the reference week is considered unemployed. This method has
become outdated given the present realities of the working environment in
Nigeria, particularly, considering the nature of certain activities in the service
sector of the economy.

Persons in employment are people in the working-age population who, during
the reference week: (a) worked for 20 hours or more for pay or profit in the
context of an employee/employer relationship or self-employment; (b) worked
without pay for 20 hours or more in work which contributed directly to the
operation of a farm, business, or professional practice owned or operated by a
relative; and (c) had a job but were not at work (due to own illness or injury,
personal or family responsibilities, bad weather, mechanical breakdown,
direct involvement in an industrial dispute, leave or holiday).

In other words, NBS defines persons in employment in the reference period as
all labour force members that work for pay/wages in the formal sector; and
those members that work for at least 20 hours in the informal sector.
However, the underemployed are employed people who work part time
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(usually worked for at least 20, but less than 40 hours), and are willing and
available to work more hours than they usually do. In contrast, the
unemployed comprise all those in the labour force that are not in employment
during the specific reference period.

The trend of underemployment rate indicates that the Nigerian labour market
has been generally dominated with under-employment situation much more
than the outright unemployment phenomenon as the magnitudes of the
underemployed outstripped the unemployed since 2010. This aptly captured
anecdotal observations that people generally engaged themselves in one form
of income generating activity or the other in the absence of full employment.
Policies that focus on creating opportunities for more gainful engagement for
people in itinerant activities will further help to ameliorate the unemployment
and under-employment phenomenon in Nigeria.

The high rates of underemployment within age interval ‘15-24’ years are
generally expected, as this category of labour force are engaged in low-skilled
and part-time employment. As expected the majority of the citizenry within
this age bracket are expected to be undergoing their apprenticeship. Also, the
high rate of underemployment among age °‘25-34 years showcased the
difficulty associated with youth and graduate unemployment. This is
particularly worrisome because this category falls within the very active
labour force population. Policies that will address youth and graduate
unemployment phenomenon in the country are required.
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