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RESUME 

La présente étude tente de faire une analyse descriptive des incidences du Vlli/ SIDA sur la 
main d'œuvre nigériane basée sur une estimation hypothétique des pertes de production 
causées par la prévalence de la pandémie pour la période 1987-2003. Pour avoir l'estimation 
des pertes potentielles de production, la productivité moyenne de la main d'œuvre active a 
été calculée sous forme de Produit Intérieur Brut réel par rapport à la main d'œuvre totale. 
La moyenne calculée de la productivité a été ensuite multipliée par les chiffres des cas de 
Vlli/SIDA signalés pour l'année en question. En utilisant les patients des dispensaires 
prénatals pour la période considérée comme variable de substitution pour les tendances des 
taux de prévalence du Vlli chez les adultes au Nigeria, 1' étude estime aussi le coût médical 
de la main d'œuvre infectée en utilisant le coût moyen des médicaments de la Tanzanie 
comme variable de substitution, dans la mesure où de telles informations sur le Nigeria sont 
entièrement indisponibles ou inaccessibles. Les principales conclusions concernant les 
incidences de l'épidémie sur la main d'œuvre nigériane indiquent que, si le coût du 
traitement d'un adulte infecté était d'environ 33412 naira et si le gouvernement devait 
prendre en charge environ 50% des adultes infectés, en 2003 la somme à "dépenser serait 
plus élevée que les allocations budgétaires des secteurs comme le Sport, le Tourisme, etc. 
Cela veut dire que les incidences budgétaires de la pandémie peuvent être énormes et devenir 
insoutenables. L'étude a aussi comparé les changements dans les caractéristiques et 
indicateurs de la main d'œuvre au Nigeria et conclu que le Vlli 1 SIDA réduit la main 
d'œuvre nigériane tout en modifiant sa structure et sa composition. Par conséquent, des 
interventions préventives spécifiques et des campagnes visant à arrêter et même renverser la 
propagation alarmante de la maladie devraient être mises en œuvre, compte tenu du taux 
d'attrition élevé de l'épidémie. Le gouvernement devrait impliquer entièrement toutes les 
parties prenantes parce que les incidences touchent tout le monde. 
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ABSTRACT 

This study attempts a descriptive analysis ofHIV/AIDS implications for the Nigerian labour 
force by hypothetically estimating Output Loss due to the prevalence of the pandemie for the 
period 1987-2003. To have an estimate of potential output loss, average productivity of the 
active labour force was calculated in the form of real gross domestic output as a ratio of the 
total labour force. The computed average productivity was then multiplied by the figures of 
reported HIV/AIDS cases for the particular year. Using ante-natal clinic attendees for the 
period under study as a proxy for trends of Adults' HIV prevalence rates in Nigeria, the study 
also estimated the medical cost of the infected labour force by using the average cost of 
medication of Tanzania as a proxy, since such information on Nigeria is completely 
unavailable or inaccessible. The main findings conceming the epidemic's implications for the 
Nigerian labour force are that, assuming the cost oftreating an infected adult is about 33412 
naira and the govemment is to cater for about 50% of the infected adults, as at the year 2003, 
the amount to be spent would be higher than the budgetary allocation of sectors like Sports, 
Tourism, etc. This implies that the pandemic's budgetary implications could be huge and 
become unsustainable. The study also compared changes in labour force characteristics and 
indicators in Nigeria and found that HIV 1 AIDS redu ces the Nigerian labour force and alters 
its structure and composition. Therefore, specifie preventive interventions and campaigns to 
stop and even reverse the continued alarming spread of the disease should be set up, in view 
of the epidemic's high attrition rate. The govemment must fully involve all stakeholders 
because the implications affect all. 
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EXECUTIVE SUMMARY 

Human Immunodeficiency Virus/ Acquired Immune Deficiency Syndrome (HIV/AIDS) is a 
problem affecting all countries including Nigeria. It is no longer only a health issue but a 
substantial threat to socio-economic development, imposing a heavy burden first on families, 
then on communities and eventually economies. The impact of the pandemie is already being 
felt in most countries of the world: UNAIDS estimated that in 2003, about 38 million persons 
were HIV -positive worldwide and almost 26 million were workers between the ages of 15 
and 49. This implies that the most productive age group is most affected and this has 
implications for families and economies in terms of income, employment and labour market 
changes. The economically active population constitutes the labour force and without 
considering the particular impact that HIV 1 AIDS has on them, interventions designed to 
support employment, economie polie y and national HIV 1 AIDS strate gy cannot be 
implemented successfully. In Nigeria, as little is known about the impact of the pandemie on 
the Nigerian labour force structure and composition, this study seeks to fill sorne of the gaps 
in this knowledge. 

In Nigeria the first case of the Human Immune- Deficiency Virus (HIV) infection was 
recorded in 1986. The government observing that e$timates have consistently increased and 
now Nigeria ranks second among Sub-Saharan African countries for the number of HIV 
infected adults resorted to a multi-Sectoral approach that focused on prevention, treatment 
and impact mitigation interventions. HIV 1 AIDS in Nigeria has become a major issue of 
discourse both locally and intemationally because it poses grave implications for the country 
and the sub-region. Thus the main objective of this study is to carry out a descriptive analysis 
of the economie implications of the HIV 1 AIDS epidemie in the Nigerian labour force, by 
hypothetically,estimating Output Loss due to the effects of HIV/AIDS on the labour force, 
based mainly on the experience ofNigeria. 

Theoretical and Empirical Review have attempted to evaluate the impact of the pandemie on 
African economies focusing on its macroeconomie aspects. Examples that have dominated 
the literature of studies in this aspect are by Kambou et al. (1992) using a CGE approach 
for Cameroon. Arndt and Lewis (2000) used the same approach for South Africa and 
Cuddington(1993) did the same analysis using data from Tanzania. However, the theoretical 
backing of the impacts of HIV/AIDS is best illustrated by Cohen (1993), who showed that 
HIV 1 AIDS affects the economy quantitatively and qualitatively. 

Other studies by Bloom and Mahal (1995) held a less pessimistic view, and argued for a 
more cautious approach that concludes that there is little evidence that the epidemie affects 
growth rate per capita. Their findings were supported by the World Bank study on 
confronting AIDS, public priorities in a Global Epidemie: where it was argued that AIDS has 
little net macroeconomie impact (Sichone 2004). 

Furthermore, Ainsworth and Over (1994) stated that AIDS affects the structure, composition 
of the active labour force and increases morbidity and mortality thus destroying the basis for 
growth of potential output and productivity. Thus accordingly Alex de Wall (2003) believes 
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that the economie effects of AIDS will be felt first by individuals then its effect ripples 
outwards to firms and business as weil as the macro economy. 
However due to lack of adequate and sufficient time series data and accurate trends, this 
study's impact assessment of the pandemie were based generally on hypothetical estimates of 
Output Loss due to the prevalence of the epidemie. And using the output loss the study 
further estimated the po licy implications of the medication cast of the infected labour force 
by projection models under scenarios of "no AIDS" and "AIDS". The study also compared 
changes in HIV prevalence to the characteristics of the Nigerian labour force to see if there is 
any pattern of association (not necessarily causal) between them, for the period 1987-2003. It 
should be noted that the indicators utilised here are by no means exhaustive. 

To evaluate the impact of HIV on the labour force, output los ses due to the prevalence of the 
epidemie was estimated by computing average productivity of the active labour force as real 
gross domestic output as a ratio of the total labour force. Average productivity was then 
multiplied by cases of HIV/AIDS for the respective years to have an estimate of potential 
output loss. 

The analysis showed that estimates of HIV seroprevalence rates in Nigeria since its first 
mention in 1986 have continued to increase very rapidly confirming the general knowledge 
that HIV/AIDS is taking its greatest toll on the young and productive age as there is high 
morbidity and mortality among them causing profound changes in the Nigerian labour force 
structure. Also women and youth showed higher rates of 4.2% to 9.5% suggesting that to 
sorne extent there is the replacement of the lost male labour by bath women and youth. Th us 
the analysis found that in Nigeria, the macro-economie impact ofHIV/AIDS is already being 
felt in the various labour force characteristics. 

In line with the objective of this study, the research showed that presently, HIV/AIDS has a 
low negative impact on the Nigerian labour force which without doubts, will be felt much 
more in the years to come. For example, the study showed that the growth of HIV 1 AIDS 
cases is higher than growth in productivity implying that in the long run, productivity may 
decline. Besides the study shows a high budgetary implication of taking care of those 
infected. Therefore the govemment should urgently elicit the cooperation of ali relevant 
stakeholders and set up policies for the prevention of the estimated output loss that could 
result if the disease's prevalence is not controlled. 
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CHAPTER ONE: INTRODUCTION 

1.1 Background 

HIV/AIDS is becoming the threat of this century especially for the low-income 

developing countries. The growth process of developing countries is constrained by many 

factors such as exogenous shocks like availability of rainfall, terms of trade deterioration 

and movement in oil priee apart from the availability of the basic factors of production. 

These factors were the main explanatory variables in most of cross-country growth 

models. Nowadays, the impact of HIV/AIDS has come to the forefront to be one of the 

explanatory factors for the slow growth performance of developing world. According to 

the UNAIDS (2000) report, 10% of African youths are infected by HIV. AIDS deaths are 

mainly concentrated in the 20 - 50 age groups. This indicates that the economically 

active population- i.e. the labour force- is affected disproportionally more than the overall 

population. The direct economie impact of HIV can be observed due to a reduction in 

labor force as a result of AIDS. Apart from such labor force reduction, the medication 

cost and the related opportunity costs and switching of expenditure to meet a higher 

medication cost also entail another adverse impact to the economy. This will, in turn, 

affect the saving and the steady state path of the economy. 

Cuddington (1993) identified sorne of the mechanisms through which the AIDS epidemie 

affects the macro economy. Cuddington tried to establish the link between growth, saving 

and investment and also tried to show the loop through which a one time effect would 

produce a dynamic outcome. He posits that savings would be reduced not only as a result 

of a higher medical cost but also through the loop channel that reduces labcir force and 

hence growth which is positively related with savings. In addition, the increase in the 

dependency ratio as a result of HIV related death also reduces savings. Such a decline in 

the gross domestic savings will, in turn, reduce capital formation and long term growth. 

From the demand side, the demand for education may also be reduced as children are 

forced to leave school earlier to support ill parents (Cuddington, 1993). In addition, 

households may switch their expenditure from education and other welfare enhancing 

expenditures to the financing of funeral services. This, in effect, reduces the human 
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capital accumulation in the long run, which is associated with efficiency loss. The 

efficiency loss would be aggravated as AIDS shifts the composition of the labour force 

towards young and less-experienced workers (Cuddington, 1993). 

The impact of HIV/AIDS would be transmitted from the micro units to the macro 

economy through different channels. A decline in the labour supply of the micro units 

due to the disease' s infection leads to a lower labour force in the economy which in effect 

contributes for a low level of output through a direct relationship between labour force 

and level of output as explained by a simple production function. In addition to this, 

output would also decline due to a lower productivity of the workers as a result of 

sickness and skiving. Apart from the output and the resultant effect of HIV, it also leads 

to lower labour income, increase in demand for health services and a squeezed level of 

domestic savings which could set a potential vicious spiral circle (Quattek, 2000). 

1.2. Stating the Research Problem 

AIDS affects the size, growth, age and skill of the active labour force, th us destroying the 

basis of growth of potential output and productivity. Morbidity level is high and society 

is affected by its bearing the costs of the disease and this also affects future consumption 

and demand. HIV/AIDS cases are rising rapidly in Nigeria that the "National Intelligence 

Council" (2002) predicts that the country is poised on the brink of a serious epidemie. 

The HIV/AIDS problem would have an adverse socio-economic implication for Nigeria 

hence the need to provide invaluable information for policy makers and planners in order 

for them to develop appropriate national HIV 1 AIDS po licy. 

However, analysis of the economie impact of HIV/AIDS has focused mainly on the 

effects of the epidemie on costs that directly affect productive activities and reduce 

profits at the enterprise level. While information on costs that enterprises have incurred as 

a result of HIV infection, such as medical expenditure, recruitment and training costs, 

funeral expenses, and so on, has been useful as a tool for advocacy, this has been of 

limited use for an overall assessment of the economie impact of HIV/AIDS because of 

relative neglect of a who le set of labour force issues. There are also lacunae in the present 
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state of knowledge relating to the impact of AIDS on human capital at the level of 

productive activities. From a policy standpoint, it is desirable to look at the impact of 

HIV and AIDS on factors which influence the supply and demand for labour over time in 

terrns of labour market efficiency and the dynamics of employrnent generation. Of 

critical importance for a full assessment of the economie impact ofHIV/AIDS, is how the 

Nigerian labour force has been affected by the epidemie and what the impact can likely 

be on productive activity and National Output. It is this gap in the literature on Nigeria 

that this study attempts to fill. 

1.3 Objective of the study: 

The main objective of the study is to carry out a descriptive analysis of the economie 

implications of the HIV 1 AIDS epidemie in the Nigerian labour force since 1987 by 

examining the impact of the epidemie on National Output and on changes in the structure 

and composition of the Nigerian labour force. In other words, the study is on the 

economie impact of HIV/AIDS, and focuses in particular on the labour force and 

budgetary implications of the epidemie. It analyses the effects of HIV 1 AIDS on the 

labour force, based mainly on the experience of Nigeria. 

1.4. Justification and Policy Relevance. 

Why is HIV/AIDS Study important in Nigeria? 
Nigeria has the biggest population in Africa with 1 in 6 Africans being Nigerian. 

Although HIV prevalence rates are much lower in Nigeria than in other African countries 

such as South Africa and Zambia, the size of Nigeria's population meant that by the end 

of 2003, there were an estimated 3,600,000 people living with HIV/AIDS . (UNAIDS, 

2004). This is the largest number in the world after South Africa and India (UNAIDS, 

2004). Nigeria has a great deal of influence in West Africa. It is an important member of 

ECOW AS (the Economie Cornrnunity of West African States) and pla ys a central role in 

ECOMOG's (the Economie Cornrnunity of West African States Monitoring Group) 

peacekeeping operation. HIV 1 AIDS has already badly affected the Nigerian society and 

its economy. If the epidemie continues at its current rate, or worsens in Nigeria, in view 
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of all the above, there could be knock on effects in other West African countries and the 

whole region could be affected. 

This study will provide more insight into the potential adverse effect ofHIV/AIDS on the 

Nigerian labour force more so the International Labour Organisation (lLO) views 

HIV 1 AIDS epidemie as a workplace issue and a major development challenge. 

HIV 1 AIDS affects primarily the most productive age group; this will have a large 

implication on Nigeria's development. The skills and experience lost through adult death 

from AIDS represent a huge setback to efforts to raise the productivity of the work force. 

HIV 1 AIDS is also a growing cause of child mortality threatening to erase past 

improvement in child health and is now the major cause of adult death particularly in 

urban areas. Y et tho se who have died of AIDS represent only a fraction of those who are 

infected, thus AIDS potentially affects the growth rate of the population and the health of 

the labour force implying that disability and death from HIV/AIDS will hold back 

Nigeria's development. 

Thus the study will eqmp policy makers with the relevant inputs for their decision 

making process, contributing to the design of appropriate policies that might result in 

reducing the rate of infection and associated ripple effects. Also the Millennium 

Development Goals (MDG's) which is the blueprint agreed to by all the world's 

countries and the entire world's leading development institutions aims at halting the 

spread of HIV/AIDS. Therefore the formulation of these appropriate policies will help 

Nigeria to ac hi eve the goal of combating HIV 1 AIDS. 

1.5 Definitions and Concepts. 
What is HIV? HIV is the human immunodeficiency virus that causes AIDS. A member of 

a group of viruses called retroviruses, HIV infects human cells and uses the energy and 

nutrients provided by those cells to grow and reproduce (Author's definition). 

What is AIDS?AIDS (acquired immune deficiency syndrome) is a disease in which the 

body's immune system breaks down and is unable to fight off certain infections, known 
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as "opportunistic infections," and other illnesses that take advantage of a weakened 

immune system. 

LABOUR FORCE comprises of the population, ages 15 - 64 which is the economically 

active section of the total population (Author's definition). 

1. 6. Organisation of the Study. 

The rest of the study is arranged as follows. Chapter two discusses the Nigerian economy 

and labour force as it relates to HIV/AIDS. Chapter three presents a concise review of the 

relevant literature on HIV/AIDS and its link with the labour force. Chapter four is the 

Methodology and Analysis. In chapter five, I present the Summary of findings, policy 

implications, recommendations and the study is also concluded. 



CHAPTER TWO: HIV/AIDS AND THE NIGERIAN LABOUR FORCE 

2.1 Nigeria 's Geography, HIV and AIDS 

Nigeria is located on the West African coast, bordering the Gulf of Guinea between 

Benin and Cameroon. Nigeria's geographical coordinates are 10 OON, 8 OOE. The country 

has a total area of 923,768 square kilometers consisting of 910,768 square kilometers of 

land and 13,000 square kilometers of water. Nigeria's border countries are Benin 

(1773km), Cameroon (1690km), Chad (87km), Niger (1497km) and a coastline of 

853km. 

The first case of AIDS was identified in Nigeria in 1986 and the HIV/AIDS prevalence 

rate rose from 1.8% in 1988 to 5.8% in 2001. Since 1991, the Federal Ministry ofHealth 

has carried out a National HIV/syphilis sentinel seroprevalence survey every 2 years. The 

most recent survey was in 2003 and it estimated that there were 3,300,000 q,dults living 

with HIV/AIDS in Nigeria, 1,900,000 (57%) of these women. In the 2003 survey, the 

national prevalence rate had dropped to 5.4% from 5.8% in 2001. However, it found that 

state prevalence rates vary from as low as 1.2% in Osun state to as high as 12% in Cross 

River state. Overall, 13 of Nigeria's 36 states had prevalence rates of over 5%. These 

figures give support to the claim that there are explosive, localized epidemies in sorne 

states. At 5.4 %, HIV 1 AIDS prevalence rates are highest for young people between the 

ages of 20 and 24 compared with other age groups. Nigeria's STD/HIV Control estimates 

that over 60% of new HIV infections are in the 15-25 year old age group 1
• In 2004 it was 

estimated there were 300,000 deaths from AIDS and 2 million AIDS orphans in Nigeria. 

There has been an alarming increase in the number of HIV positive children in recent 

years, 90% of whom contract the virus from their mothers. Currently very few Nigerians 

have access to basic HIV 1 AIDS prevention, care, support or treatment services. Around 

520, 000 people are estimated to require ART (antiretroviral therapy) and only 17,000 are 

currently receiving treatment. At present there are 50 treatment sites for HIV/AIDS in 

Nigeria. 

1 Nigeria Country Profile (HIV/AIDS), USAID, July 2003, www.usaid.gov/locations/sub
saharan _ africa! countries/nigeria 
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2.2 Population and HIVIAIDS in Nigeria. 

Nigeria has the largest population in Africa. By 2005 its population was estimated at 

128,771,988 after taking into account the effects of excess mortality due to AIDS. Its 

population growth rate was 2.37percent in 2005 a decline from the average growth rate of 

2.50percent in 2003.This suggests the effect of the higher HN prevalence rates Nigeria 

had in 2001(5.8percent) on the population confirming the general knowledge that the 

most obvious impact of the pandemie on labour is on the growth of population. 

Projections by lLO for Nigeria and other sub-Saharan African countries whose 

prevalence rate is above 2 percent in 1999 was that her population would be 8 percent 

smaller in 2020 than in the absence ofHN/AIDS. 

USAID: Nigeria (2003) further stated that Nigeria has the third fastest growmg 

population with a high annual rate (3%) which will double the population in 24 years and 

that the HIV/AIDS pandemie is worsening. Although Nigeria's 5.4% HN. prevalence 

rate reported in its national sentine! survey in 2003 is relatively low compared to other 

African countries, the United Nations ranked Nigeria as the third worst affected country 

in the world by 2003, based on the number of HIV/AIDS infections which represents a 

higher number, given its large population; the country now has the highest number of 

HN/AIDS-infected adults in West Africa (see Table 2.1 below.) 
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Table 2.1: HIV/AIDS profile in West Africa 

Adult HIV 
Country Estimated No. of Adults & children Total Population prevalence 

livinQ with HIV/AIDS (end 2003 (end 2003) 
Burkina Faso 300,000 13,393,000 4.20% 
Camreoon 560,000 16,296,000 6.9 
Cape Verde N.A 418,224 1.40% 
Chad 200,000 8,854,000 4.80% 
Cote d'Ivoire 570,000 16,897,000 7.00% 
Gambia 6,800 1,462,000 1.20% 
Guinea Bissau N.A 1,538,000 2.50% 
Mauritania 9,500 2,980,000 0.60% 
Niger 70,000 12,415,000 1.20% 
Sao Tome & principe N.A. 87,410 N.A. 
Sierra Leone N.A. 5,168,000 2.90% 
Togo 
Benin 
Ghana 
Guinea 
Liberia 
Mali 
Nigeria 
Sen egal 
TOTAL 

110,000 5,017,000 4.10% 
68,000 6,918,000 1.90% 

350,000 21,377,000 3.10% 
140,000 8,620,000 3.20% 
100,000 3,487,000 5.90% 
140,000 13,409,000 1.90% 

3,600,000 127,117,000 5.40% 
44,000 10,339,000 0.80% 

6,268,300 275,891,634 N.A. 

Source: Author's extract using USAID 2005 Health Profile West Africa. 

However the following are the various 2005 demographie estimates (as reported by The 

World Fact Book 2005). Nigeria's birth and death rates were 40.65 births/10000 

population and" 17.18 deaths/1000 respectively. Sex ratio at birth was (1.03males/1 

female), under 15 years (1.02 males/1 female), 15-64 years (1.04 males/1 female) and 

65years and above (0.91 males/female) while sex ratio for the total population wasl.02 

males/female. Total infant mortality rate was (98.8 deaths/1000 live births); males, 

105.69 deaths/1000 live births and female (91.7 deaths/1000 live births. 20% of children 

die before the age of five Life expectancy at birth for the total population was 46.74 

years, male (46.21 years) and female (47.29years) while the total fertility rate was 5.53 

children born/ a woman (The World Fact Book 2005). Nigeria's population is 

exceptionally youthful with 45percent of the population consisting of those of under-age 
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years(less than 15 years) and this implies greater possibility of more infections. Three 

percent of the Nigerian population is above 65 years and the rest made up of 15-64years. 

As at 2003, 45 percent of the population lived in the rural areas (World Resource Institute 

2006). 

2.3 Trend ofHIVIAIDS in Nigeria. 

The impact of the HIV/AIDS epidemie on the Nigerian economy as in the rest of the 

world is an issue that is being addressed with ur geney considering the epidemie' s present 

magnitude. Over the period 1987-2003, the number of reported AIDS cases in Nigeria 

has increased sharply, from virtually nothing to 3.6 million and from 0% to 5.4% 

seroprevalence rates (Table 2.2). 

Table 2.2: Reported AIDS cases in Nigeria, 1987- 2003 

YEH 1œ3 1007 1008 1009 1œ) 1001 1002 1003 1ffi4. 1œ5 1f::ffi 1007 1~ 1~ 2m 2XX3 
N:Jct 
œ::es 2 2 33 58 163 341 484 719 1114 2829 293) 3816 1&19) 16188 9715 EXXX) 

Source: UNAIDS Epidemiological Fact sheets on HIVIAIDS and Sexually transmitted 
infection, Update 2004 

There had be en daims and co un ter daims by the various researchers on HIV 1 AIDS' 

impact on economie growth that the epidemie is responsible for slowing the rate of 

growth of the Gross National Product of a nation. Indeed, there is difficulty in estimating 

the pandemic's effect on a country's economie growth because so many factors other 

than the HIV/AIDS epidemie affect long-term economie growth. There are various ways 

in which the epidemie could affect the Nigerian economy. First, the epidemie may reduce 

the labour supply through AIDS' deaths, leading to reduced productivity. This is 

particularly true in labour intensive sectors where replacement of workers is not easy to 

achieve. Nigeria's labour force has many of such sectors like agriculture labour force 

accounting for 70 percent of the total labour force. Other sectors like Mining, 

Construction, and Transport etc. are examples of sectors whose lost workers are not easy 
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to replace. Therefore the economie impact varies according to the sector of the economy, 

the degree to which HIV/AIDS affects hard-ta-replace skilled labour and whether or not 

there is a substantial pool of"surplus labour". 

Secondly, HIV/AIDS reduces the savings of families due to the increased HIV AIDS

related health expenditures ( drugs and hospitalization), leaving less income to invest in 

the economy. Thirdly, the AIDS epidemie may also divert investment funds from other 

vital sectors to health expenditures, leading to a slower growth of the nation's GDP. 

Foreign private investment may also decline, if potential investors become convinced that 

the epidemie is seriously undermining the rate of retum on investment. Lastly but not the 

least, the HIV 1 AIDS epidemie may also deepen the poverty lev el of Nigeria, decreasing 

the growth rate of per capita income and impoverishing the individuals and families that 

are directl y affected. 

2.4 Factors Facilitating the Spread of HIVIAIDS in Nigeria. 

In Nigeria research shows three major means of HIV transmission2
. Eighty percent is 

spread through sexual intercourse, five percent by unscreened blood transfusion and 

mother-to-child transmission accounts for the rest. The UNDP's Human Development 

Report, (Nigeria 2004) observed that the core causative factors of the epidemie are 

poverty, a wide range of deep-rooted harmful traditional practices such as polygamy, 

courtesanship, concubinage, "wife hospitality", culturally-approved sexual · intercourse 

with siblings' wives, levirate (i.e. wife inheritance) and the unintended consequences of 

rapid modemization and urbanization including a thriving commercial sex trade, 

unprotected coercive sex, child labour, overcrowding and forced or voluntary migration. 

Those wide ranges of deep-rooted harmful traditional practices imply multiple sexual 

partnerships and translate to high risk of contracting HIV. For example, according to 

UNDP's Report on Nigeria's Human Development (2004), studies in parts of the country 

like Benue State, Kogi State and Nsukka where these practices are rampant indicate high 

2 Nigeria: Rapid Assessment ofHIV/AIDS Care in the Public and Private Sectors, August 2004, Partners 
for Health Reformplus (PHRplus), www.phishare.org/documents/PHRplus/2708/ Readers are also referred 
to UNAIDS, 2004 for further material. 
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HIV prevalence rate. Moreover, the same Report stated that research shows that all types 

of sex work (commercial, professional or part-time) are high in spreading the disease and 

that HIV prevalence among commercial sex workers in sorne cities ranges between 50 

percent and 70 percent. Moreover, commercial sex workers make more money from their 

illegal trade than people in legal employment; hence the pandemic's spread thrives. 

Traveling salesmen and women could facilitate HIV's transmission. Workers with jobs 

that involve being away from home and separation from their families are particularly 

vulnerable to the pandemie' s infection. Wh en these get infected, they la ter spread that 

infection to their spouses and home communities. The same applies to Health workers 

(exposed to infection by poor medical practices) and the security forces. Another factor 

that makes HIV to thrive in Nigeria is the fact that in many Nigerian communities, 

women have low eaming power so that many of the marriages they contract are 

polygamous, meaning that as many as two or more wives can "share" the same husband 

and the women generally have little or no control over their sex lives or those of their 

husbands. Besides, the patriarchal, cultural imposition and ordering of social life which 

dictates a subordinate position for women make HIV thrive in the country. Another 

means of HIV transmission is the use of unscreened blood products, needle-sharing, use 

of unsterilized sharp objects and practices such as FGM, Uvulectomy, scarification etc. 

These practices are still rampant and they expose people unnecessarily to HIV infection. 

Many Nigerians have poor knowledge of the disease; its means of transmission or 

prevention. Closely related to the above is the refusai of most Nigerians to undertake 

voluntary test to determine their sero- status, because of the social stigma assàciated with 

HIV. Experts estimate that over 70 percent of infected Nigerians are unaware of their 

status and may still be engaging in high-risk behaviors thus further spreading the disease. 

2.5 Structure and Composition of the Labour Force in Nigeria 

2. 5.1 Size and Structure 

The size of Nigeria's labor force is quite difficult to calculate because of the absence of 

accurate census data. The labor force increased from 18.3 million in 1963 to 29.4 million 

in 1983. Census data apparently understated the number of self-employed peasants and 

farmers, but estimated that the proportion ofNigerians employed in agriculture, livestock, 

forestry, and fishing fell from 56.8 percent in 1963 to 33.5 percent in 1983. The 
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percentage of the labor force employed in mining rose from 0.1 percent in 1963 to 0.4 

percent in 1983. Exactly comparable data were lacking on manufacturing, but from 1965 

to 1980 industry's share of the labor force rose from 1 0 percent to 12 percent whereas the 

services sec tor grew from 18 percent to 20 percent of the labor force. In general, the 1999 

estimates suggest that the labour force is 66 million people and divided occupationally as 

follows: agriculture 70%, industry 10%, and services 20% (see www.worldpress.org.) 

The primary source of activity for the Nigerian population is agriculture, which occupied 

about 45 percent of the employed labor force in 1986, when the first HIV case was 

reported, and was estimated to contribute 42.6% ofGDP in 19953
. Although cocoa is the 

main cash crop, it accounted for only 0.7% of total exports in 1995. Petroleum is the 

principal export, accounting for 97.4% of export eamings in 1995 . Note that, however, 

only 6,800 Nigerians were employed in the mining industry in 1986. Nigeria is Africa' s 

leading producer of petroleum, and also has substantial deposits of natural gas and co al. 

2.5.2 Unemployment 

The national unemployment rate, estimated by the Office of Statistics as 4.3 percent of 

the labor force in 1985, increased to 5.3 percent in 1986 and 7.0 percent in 1987, before 

falling to 5.1 percent in 1988 as a result of measures taken under the SAP. Most of the 

unemployed were city dwellers, as indicated by urban jobless rates of 8.7 percent in 

1985, 9.1 percent in 1986, 9.8 percent in 1987, and 7.3 percent in 1988. Underemployed 

farm labor, often referred to as disguised unemployed, continued to be supported by the 

family or village, and therefore rural unemployment figures were less accurate than those 

for urban unemployment. Among the openly unemployed rural population, almost two

thirds were secondary-school graduates. The largest proportion of the unemployed 

(consisting 35 to 50 percent) were secondary-school graduates. There was also a 40-

percent unemployment rate among urban youth aged twenty to twenty-four, and a 31-

percent rate among those aged fifteen to nineteen. Two-thirds of the urban unemployed 

were fifteen to twenty-four years old. Moreover, the educated unemployed tended to be 

young males with few dependents. There were relatively few secondary-school graduates 

3 The Europa World Yearbook, 1998. Europa Publications Lirnited 1998; London, United Kingdom. 
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and the lowered job expectations of primary-school graduates in the urban formai sector 

kept the urban unemployment rate for these groups to 3 to 6 percent in the 1980s. 
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CHAPTER THREE: LITERA TURE REVIEW 

3.1. HIV and the Labour Force. 

Africa like the rest of the world is presently confronted by the HIV/AlDS crisis. The 

continent is faced with this human tragedy of having a large proportion of the population 

being infected. From research conclusions, such as by Paddison et al (2003) HIV/AIDS is 

now the main cause of death in Africa, overtaking malaria with the adult prevalence rate 

even as high as 8.8% in Sub Saharan Africa. This has spurred numerous studies that have 

attempted to evaluate the impact of the disease on African economies focusing on its 

macroeconomie aspects. 

The mam channels through which the HlV epidemie affects social and economie 

development are through its impact on the labour force and its related effects. The effects 

flow from the key fact that the epidemie primarily affects the working-age population, 

where HIV -related illness and deaths are concentrated. Life expectancy is falling in many 

countries affected by the epidemie, reflecting increasing rates of adult mortality, and 

accompanying reductions in the workforce (lLO, 2004). According to the lLO (2004) 

report, from what is known about the duration of AIDS from the onset of symptoms until 

death, it appears that the disease runs its fatal course in a period of 18-24 months, on 

average. At sorne point in the deterioration caused by the disease, persons living with 

AIDS cease to be able to work-first intermittently and then increasingly until entirely 

unable to work. At sorne point, also, persons living with AIDS drop out of the labour 

force and are no longer economically active, eventually losing entirely their capacity to 

contribute to productive activities. 

The same lLO report argued that in 1995, already half a million or more persons 

worldwide were unable to work because of AIDS, over 300,000 of whom lived in Africa. 

As effective antiretroviral therapy was not yet widely available in 1995, it is likely that 

this estimate captures the full impact of HIV on fitness to work at the time. Furthermore, 

it is argued that by 2005, well over 2 million labour force participants will be unable to 

work, nearly 4 out of 5 of them (78%) living in Africa. It is projected that in the absence 
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of treatment, and if UN projections based on epidemie modelling hold, 4 million or more 

persons in the labour force of 2015 will be unable to work because of AIDS. Although 

the epidemie is expected to have further advanced by 2015 in large co un tries su ch as 

China and India, Africa will still be home to the majority of workers (more than 6 out of 

every 1 0) who are unable to work 

Whereas the number of persons who are too ill to work at any time is limited by the short 

li fe expectancy of persons living with HlV 1 AIDS, the number of persons who had be en 

economically active and die as a result of AIDS relentlessly cumulates, and the toll is 

ever rising. As pointed out in the lLO (2004) report, by 1995, over 3 million working 

men and more than 1 million working women had died of AIDS worldwide, well over 

60% of them in Africa. This represented a small proportion of the 1995 labour force for 

most countries, though already nearly 5% in Burundi and Uganda, and 6% in Lesotho. By 

2000, both Zambia and Zimbabwe had lost more than 10% of their labour force as a 

result of AlDS and, worldwide, nearly 13 million labour force participants had died. It is 

projected that by 2005, 11 countries (all of them in Africa) will have lost more than 10% 

of their labour force as a result of AIDS, and Zimbabwe will have lost over 20% of its 

labour force. 

Based on lLO projections, by 2010, assummg a continued absence of treatment, 17 

countries (16 African countries plus Haiti) will have lost more than 10% of their labour 

force, and 5 of them-Swaziland, Botswana, Lesotho, Zimbabwe and South Africa-will 

have lost more than 20%: in the case of Zimbabwe, it would lose a full third. By 2015, 19 

countries will have lost more than 10% oftheir labour force-3 of them more than 30% 

(Swaziland, Botswana and Lesotho) and Zimbabwe more than 40%. By 2015, also, the 

number of persons in the labour force projected to be lost in the absence of treatment is 

expected to reach 50 million in Africa and 74 million worldwide. This is equivalent to the 

disappearance of a large African country such as Ethiopia, the Democratie Republic of 

Congo or South Africa, or an Asian country su ch as Thailand, in terms of their population 

sizes today. 
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3.2 Estimates of the Impact of HIVIAIDS on Economie Aggregates. 

There is a vast literature on the theoretical analysis of the macroeconomie impacts of 

HIV/AIDS. Using different models their estimates predicted that the pandemie will have 

major economie effects. Severa! empirical studies have also been undertaken to examine 

the impact of HIV 1 AIDS on macroeconomie aggregates and even micro indicators like 

profit, cost, etc. In general, current estimates tend to suggest that HIV 1 AIDS has a 

negative though small impact on GDP and GDP per capita growth. Examples that have 

dominated the literature of studies in this aspect are by Kambou et al. ( 1992) using a 

CGE approach for Cameroon, Arndt and Lewis (2000) used the same approach for South 

Africa and Cuddington(1993) did the same analysis using data from Tanzania. They ali 

uphold the view that the prediction that HIV/AIDS will have major economie effects are 

not borne out by empirical evidence. They assessed that the HIV 1 AIDS impact is less 

significant than was estimated. They used different models to predict the impact that the 

epidemie will have on macroeconomie parameters such as labour, savings and economie 

growth. However the theoretical backing of the impacts of HIV 1 AIDS is best illustrated 

by Cohen (1993), who showed that HIV/AIDS affects the economy quantitatively and 

qualitatively. Quantitatively is quantifying the effects ofHIV/AIDS in terms of reduction 

in labour force whereas the qualitative effects are expressed as those that affect hurnan 

capital resulting from illness or death. 

According to Cohen, illness and death of young infected adults in their productive age 

(15-50 years) have an effect on economie output and the direct and indirect cost of the 

illness and death are seen to affect expenditure both individually and the overall economy 

in terms of medical care, drugs, funeral cost, absence from work and care for orphans. 

The study by Bollinger et al. (1999), on Nigeria observed that if AIDS is more prevalent 

among the economie elite, then the impacts may be much higher than the number of 

AIDS deaths indicates. Secondly, the study posited that if the costs are financed out of 

savings, then the reduction in investment could lead to a significant reduction in 

economie growth. Thus, studies have produced varying results on the economie impacts 

of HIV 1 AIDS depending on the mode! used, but that the epidemie will have severe 

reduction in GDP growth rates, is the generally held view. However sorne studies held a 
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less pessimistic view, and yet others argue for a more cautious approach. For example 

Bloom and Mahal (1995), using an econometrie madel, on a sample of 51 countries for 

the period 1980 -92, concluded that there is little evidence that the epidemie will affect 

growth rate per capita. Their findings were supported by the World Bank (1997) study on 

"Confronting AIDS, Public Priorities in a Global Epidemie" where it was argued that 

AIDS has little net macroeconomie impact. Likewise, Sichone (2004) deduced that for lü 

African countries with the highest HIV prevalence rates the decline in the annual average 

growth of GDP per capita even by the year 2025 would be about 0.3%. 

However, most of these earlier approaches to studying the impact of HIV/AIDS were 

based on macroeconomie models and the information used to predict the situation in 

early years was scanty and not on direct observation. More recent studies, for instance, 

Ing (2000) and Trotter (1993) showed that the total cost would be between 2.3 to 4% of 

GDP by the year 2000.They also concluded that health expenditures would total to 40% 

of both public and private expenditure on health. The general consensus how is that 

AIDS is a profound human tragedy, which has gorre beyond a mere health problem but a 

real threat to economie growth and development (Oyekale 2004). Bromberg et al. (1993) 

using a human capital approach showed that AIDS affects growth, although he is 

criticized on the basis that this approach does not examine how the direct costs of the 

epidemie are financed in the macroeconomie sense. Secondly, the study is criticized on 

the basis that there could be redistribution within the surviving labour force and the 

economy as a whole. However, Cuddington (1993) argue that the human capital is better 

suited to estimating the marginal benefit of poverty as a single case of HIV/AIDS 

infection. 

Other studies such as Whiteside and Sunter (2000) opined that the problems of economie 

impacts are actually less serious. Y et others argue that AIDS will have little impact. Ing 

(2000) predicts, using Wharton Econometries Forecasting Associates (WEF A) madel, a 

non alarmist scenario arguing that AIDS will cause a population decline rate that is lower 

than GDP after 2005, so that per capita incarne would be much higher than without 

HIV/AIDS. This in tum, it is argued, led to sorne complacency among policy makers in 
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dealing with the epidemie. On another hand, Arndt and Lewis (2000) argued that the 

epidemie would have catastrophic consequence because reduction in GDP growth as a 

result of HIV/AIDS would be extremely large. They claim that the fall in incarne per 

capita will be similarly devastating due to a fall in total factor productivity. They 

associated total factor productivity to unskilled as opposed to skilled labour supposing it 

to lead to efficiency not related to labour and capital but due to the combination on 

production. 

In Alex de Waal (2003) work, he reflected on the aggregate impacts of the pandemie and 

for example, viewed a year on year shackle of 1% on growth, a lot for a developing 

economy already buffeted by various shocks of constraints. According to him, when such 

impacts are projected over a decade or more, the difference adds up to a formidable lost 

opportunity to reduce poverty. In his view, as the epidemie has progressed, it is 

increasingly becoming clear that longer term macroeconomie implications of the 

pandemie could be more dramatic. Furthermore, he said that the recent .analysis of 

HIV/AIDS impacts on the Kenya economy, for example indicated that by the year 2015, 

HIV/AIDS could leave the Kenyan economy, one sixth smaller than it would be without 

a high prevalence. 

Similarly a study by Arndt and Lewis (2000) in South Africa has indicated that by the 

year 2010, the lev el of GDP could be lowered by 17% due to HIV 1 AIDS; while the lev el 

of per capita GDP could be lowered by 7%. About half the decline is attributable to 

increase in current government expenditure to pay for health care associated with the 

epidemie; another third of the decline is attributable to lower productivity. Considering 

that these projections are based upon models and data that are open to question, sorne of 

these models assume that African economies suffer from excess labour so that a 

reduction in the size of the labour force is not necessarily harmful. This implies that 

retums to skill of labour will increase as the labour force shrinks. Where as recently 

analysts have argued that HIV/AIDS will not only lead to a loss ofhuman capital but also 

to the weakening of mechanisms, whereby knowledge and skills are transmitted and 
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acquired. It is argued that if this is correct, African economies or parts thereof - will 

struggle to retain current skilllevels. 

Other studies have adopted a different approach from, above arguments. Ainsworth and 

Over (1994) and Friere (2002) argue that due to the absence of data, resulting in the 

necessary constraint by the fact that the epidemie is only two decades old and as such 

only the upward slope of the curve has been seen. The economie data available for 

countries with high prevalence rates only covers a short time series and so far does not 

include periods in which AIDS deaths has risen towards its peak. There is also failure by 

many macroeconomie models to underpin the analysis from the micro level on the macro 

analysis. Ainsworth and Over (1994), further argued that the economies of HIV 1 AIDS is 

quiet distinct in that AIDS affects the size, growth, age and skill of the active labour force 

,thus destroying the basis for growth of potential output and productivity. Morbidity 

level is high and society is affected by its bearing the costs of the diseases and this also 

affects future consumption and demand. 

Alex de Wall (2003) believes there is much we do not know and that certainly we have 

not seen the worst of the AIDS epidemie and that the future will not resemble the past. 

The economie effects of AIDS will be felt first by individuals that ripple outwards to 

firms and business as well as the macro economy. According to Bollinger et al. (1999) 

the household implications begins as soon as a member of the household starts to suffer 

from HIV related illness. There is the loss of incarne to the family if the person is the 

bread winner. There is also substantial increase of household expenditures for medical 

expenses and other members of the household may miss school or work less in order to 

care for the sick person. While death results in a permanent loss of incarne, funeral and 

mouming cost, children may stop schooling resulting in a severe loss of future eaming 

potential. 

In Nigeria, it was estimated that approximately 184,000 children under the age of 15 

became maternai orphans during the year1997. Further research projected that caring for 

infected family members, as well as the cost of the funerals, will have significant impacts 

on Nigerian households. One study found that 80% of the households who currently had 
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a persan living with AIDS did not have the basic hygienic environment that was 

necessary for their care (Bollinger et al, 1999). According to this study, anecdotal 

evidence indicates that the extended family sells off assets in arder to pay for treatment. 

USAID: Nigeria (2002) has also in a report on the Regional Overview of Nigeria stated 

that, "Nigeria's is the third fastest growing population in the world, behind India and 

Pakistan. The population of 120 million will double in 24 years and HIV/AIDS affects 

over 2.7 million people". 

Another study on rural households vulnerability to HIV/AIDS (Oyekale 2004) referred to 

the 1991 sentine! which showed that Nigeria's prevalence which was by then 1.8%, 

increased to 3.8% in 1994, 4.5% in 1995 and 5.4% in 1999, representing a 20% increase 

in overall HIV prevalence rates. By 2001, adult HIV prevalence increased to 5.8%. The 

brief said that though this infection rate is lower than that of neighbouring African 

countries, it should be considered in the context ofNigeria's relatively large population. 

Already the joint United Nations Programme for HIV/AIDS (UNAIDS, 2004) estimates 

that 3.5 million Nigerian adults and children were living with HIV/AIDS by the end of 

2001. HIV prevalence among women attending antenatal clinics in 1999 ranged from less 

than 1% to 21%. Among sex workers in Lagos, HIV prevalence rose from 2% in 1988-89 

to 12% in 1990-91. By 1995-96, up to 70% of sex workers tested positive. Furthermore, 

UNAIDS Reported that sorne studies were also undertaken in certain cities of Nigeria 

such as Lagos, Ibadan, and Maiduguri in order to design STIIHIV control strategies, for 

appropriate intervention programmes and proper management of STI as a way of 

reducing the spread of HIV infection in Nigeria. 

In conclusion, the implications of HIV/AIDS in Africa and Nigeria inclusive cuts across 

all sectors of human developments and it pose a serious challenge to the survival of 

several vulnerable and poor people whose livelihood depend solely on agriculture. Since 

agriculture is the largest sector in most African economies accounting for a large portion 

of production and a majority of employment, a loss of agriculture labour is likely to cause 

farmers to switch to less labour intensive crops. In many cases this may mean switching 
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from export crops to food crops, thus HIV affects the production of cash crops as well as 

food crops. 

In Nigeria, little quantitative evidence exists for the implications of AIDS on agriculture, 

however different surveys among different states found an average of 8-10 cases of HIV

positive per week in rural areas. Thus the epidemie has hit the rural areas; given that 

about 65% of Nigeria population is rural, the potential impact of the pandemie on 

agriculture will be significant. HIV/AIDS will also have significant effects on other key 

sectors, such as manufacturing, health, transport, mining, education and water. 

HIV 1 AIDS related illness and deaths to employee affects a firm by both increasing 

expenditures and reducing revenues. Labour turnover can lead to a less experienced 

labour force that is less productive. For sorne smaller firms the loss of one or more key 

employees could be catastrophic, leading to the collapse of the firm (lLO 2000). In sorne 

key sectors such as transportation and mining they are likely to suffer large impacts than 

firms in other sectors where the impact may be small. HIV/AIDS will affect the health 

sector for two main reasons :(1) it will increase the number of people seeking service and 

(2) health care for AIDS patients is more expensive than for most other conditions. 

The transport sector is especially vulnerable to AIDS and important in AIDS prevention. 

This is because building and maintaining transport infrastructure often involves sending 

teams of men away from their families for extended periods of time, increasing the 

likelihood of multiple sexual partners. Most transport managers are highly trained 

professionals who are hard to replace if they die. Early research examined the transport 

system in Nigeria and the potential impact of the spread of HIV 1 AIDS on this sector. 

Studies found that sexual contact between truckers and market women was found to be 

deeply entrenched in the transport system. 

The same applies to the mining sector, which is the key source of foreign exchange for 

many countries. However most mining is conducted at sites far from population centres, 

forcing workers to live apart from their families for extended periods of time. They often 
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resort to commercial sex. Many become infected with HIV and spread that infection to 

their spouses and communities when they return home. Highly trained mining engineers, 

can be very difficult to replace. As a resulta severe AIDS epidemie can seriously threaten 

mine production. 

HIV 1 AIDS affects the education sec tor in at least three ways; 

(1) The supply of experienced teachers will be reduced by HIV/AIDS- related illness 

and death. 

(2) Children may be kept out of school if they are needed at home to care for sick 

family members or work to supplement family's incarnes. 

(3) Children may drop out of school if their families can no longer afford school fees 

due to reduced household incarne as a result of an AIDS death. Another problem 

is that teenage children are especially susceptible to HIV infection. Therefore the 

education system also faces a special challenge to educate children about HIV 

AIDS. 

Developing water resources and controlling excess water during rainy periods requires 

highly skilled water engineers. These engineers will be especially susceptible to 

HlV 1 AIDS because they may need to spend nights away from their families. The loss of 

even a small number of trained engineers can place entire water systems and significant 

investments at risk (lLO 2000). According to lLO (2000), HlV 1 AIDS also affects 

macroeconomie performance in several ways. AIDS death leads directly to a reduction in 

the number of workers available and worker productivity is reduced when less 

experienced younger workers replace experienced workers. This also leads to higher 

domestic production cast if there is a shortage of these workers. Higher production cast 

leads to a loss of international competitiveness which can cause foreign exchange 

shortages. 

lLO (2000) further argued that there could also be a drop in savmgs and capital 

accumulation revenues and reduced private savings and this in tum leads to slower 

employment because of greater health care expenditures and a loss of workers incarne. 
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This also means lower government creation of employment in the Nigerian formai sector. 

Moreover, the latest surveillance report from the national AIDS and sexually transmitted 

diseases control programme (NASCP) shows that 20% of the current AIDS cases are 

civil servants, 18% are housewives and business men, 11% are farmers and 8% are 

students. Thus the government sector will be strongly affected after these employees 

begin to die. Therefore the overall macroeconomie impact of HIV 1 AIDS is small at first 

but increases significantly over time. Countries will be threatened by the loss of skilled 

professionals, the erosion of civil society and reduced economie growth, thereby 

rendering relatively weaker states even weaker. 

The economie implications of HIV/AIDS on labour market and employment is 

underscored by the lLO estimating that as at 2002 at least 26 million people infected with 

the disease world wide are workers, aged 15 to 49 years, in the prime of their working 

lives. This is about three quarters of all adults living with HIV/AIDS. It went further to 

say that the disease's effects are catastrophic not just on workers and their families but on 

enterprises and national economies, thus HIV/AIDS has become a major threat to 

employment objectives and labour market efficiency. that the loss of workers and work 

days due to AIDS related illnesses or the demands of caring can result in significant 

declines in productivity, loss of eaming and attrition in skills and experience. 

Critical to the effects of the epidemie on labour markets and employment pattern is the 

issue of its implication of human capital lasses on productive activity and sustainable 

development. In most developing countries like Nigeria, the most dynamic sector in 

terms of employment is the "informai sector" and yet this is the sector where workers are 

likely to suffer more from the consequences of HIV 1 AIDS because of poor health 

facilities, lack of social protection, and greater job and financial insecurity, due to 

precarious employment and heavy dependence on labour. However, the most obvious 

implication ofHIV/AIDS on labour is its implication on population growth and the health 

of the labour force. Accessing HIV 1 AIDS implication on population growth and the 

health of the labour force would involve the knowledge of the current rate of HIV 

infection in the adult population as a whole and within economically important 
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categories, the path ofHIV infection in each ofthese population groups, the demographie 

consequences of the path of HIV infection and economie consequences of these 

demographie changes. 

The size and the health of the labour force and its age distribution are demographie 

variables that influence a county's economie growth. While the effect of HIV/AIDS 

infection on mortality and fertility determine the above variables, population growth can 

be drastically affected by higher death rates due to AIDS, possibly reducing population 

growth to zero if the HIV infection rate among adults rose high enough. Ainsworth and 

Over (1994) said that there is a relationship between the prevalence rate and the 

proportion of the workforce that is sick in any given year and that the disease affects not 

only labour but productivity as weil. The burden of caring for AIDS sufferers whether at 

home or in the hospital usually falls on women, who would otherwise be engaged in 

farming or other productive work. On the occasion of the death of an adult, it leads to 

reduced remittances, farm inputs and family labour; lower agricultural production, shifts 

from cash crops to subsistence crops; reduced schooling and higher levels of child 

malnutrition. The death of the mother often increases the probability of the death of her 

children. 

Considering the farmer's supply response to AIDS in terms of output or labour inputs, 

most evidences are anecdotal (Oyekale, 2004). He described HIV/AIDS as one of the 

diseases that are "not only massive killers but systematic wasters." This is because the 

disease is having sorne tremendous implications on the agricultural sector, especially 

considering that up to 80% of the people in the most affected co un tries rely on agriculture 

for their subsistence. For example, according to him, it has been estimated that AIDS has 

already killed 7 million agricultural workers and 16 million could be dead by 2020. 

Furthermore, the agricultural sector is affected in severa! other ways because the 

households sometimes sell their production assets in order to pay for medical bills and 

take care of infected members, th us reducing productivity, diversifying sources of in come 

and outputs, food security, nutritional status and sustainability of resources. More-so 

when the farming households become headed by women even before the death of the 
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male house heads suffering from AIDS, this rural women's time will be much more 

constrained as they spend more time taking care of orphans etc. These additional duties 

compound the negative impact of the epidemie on agriculture because these women 

would have less time for farming activities, processing and marketing of farm produce 

(Oyekale 2004). According to him, for example, in rural Nigeria, farming is predominant 

yet the youth and adults in their most productive age groups are the most vulnerable and 

at higher risk to AIDS. There is high AIDS related death rate among young adults (20 to 

40 years of age) which is depleting human capital and the skill base necessary for social 

development and economie growth. Reduction of farm labour as a result of high 

replacement cost of workers and rising labour costs caused by diminished productivity, 

sick leave and absenteeism discourage investment, forcing farmers to switch from large 

scale commercial farming to subsistence agriculture, meaning export revenues will also 

suffer. The youth constitute about 75% of the Nigerian labour force and they are most 

affected by HIV 1 AIDS infection. 

According to Oyekale (2004), in the rural as weil as the urban areas of Nigeria, the 

development of human capital is significantly threatened by AIDS. This he said, is 

because, though investment in human is a critical determinant of economie growth, 

studies stressed that AIDS will affect the private rate of returns to human capital 

investment by parent being discouraged from spending on their children's education and 

health care since they will not live long. If this is true then the rural house holds will be 

worse affected as they are poorer and would not also be able to cope with the financial 

implications of the disease. Eventually, after a citizen of Nigeria dies, the nation !oses 

entirely the person's time and skill and his family or household may lose in addition to 

the above, access to land, housing and other assets inherited by others. 

Literature postulates that the sensitivity of agricultural zones to the loss of labour from 

AIDS depends on five factors; the seasonality of the demand for labour, the degree of 

labour specialization by gender and age, the interdependence of labour inputs, economies 

of scale in labour and the substitutability of labour saving technologies. Productivity in 

non-agricultural activities will likely suffer as weil. In fact, observers in South Africa, 
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Zambia, and Zimbabwe have speculated that absenteeism and fatigue on the job due to 

AIDS may be costlier than AIDS death (Ainsworth and Over1994).And firms in these 

countries have reported that AIDS had affected both their productivity and their 

recruitment. AIDS related deaths will also reduce a firm' s stock of skilled labour. Certain 

types of scarce, higher skilled local labour may have to be replaced by expatriates, raising 

the cost of production. Industries that rely on skilled labour will be worst affected. The 

implication on firms of the deaths of skilled workers and managers depend on how 

difficult and costly it is for firms to replace workers at various grades. Larger outlays for 

health, unemployment, funeral and death benefits will raise the costs of production or 

reduce the productivity of labour. In order to cope with the reduced productivity and loss 

of trained staff; they may chose less labour intensive technology, substituting capital for 

labour. They may recruit and train more workers that would be needed for a specifie job, 

in anticipation of sorne losses to AIDS. According to Ainsworth and Over (1994), 

initially all these effects may be borne as cost to firms but ultimately workers are likely to 

bear the brunt of them, through lower wages and less liberal absentee policies. 

In surnmary, the literature tends to suggest that AIDS has the potential to create severe 

economie impacts in many African countries. It is seen as different from most other 

diseases because it strikes people in the most productive age groups and is essentially 100 

percent fatal. The effects will vary according to the severity of the AIDS epidemie and 

the structure of the national economies. According to Bollinger et al ( 1999), the two 

major economie effects are a reduction in the labor supply and increased costs. 

Labor Supply 

• The loss of young adults m their most productive years will affect overall 

economie output. 

• If AIDS is more prevalent among the economie elite, then the impact may be 

much larger than the absolute number AIDS deaths indicate. 

Costs 

• The direct costs of AIDS include expenditures for medical care, drugs, and 

funeral expenses. 
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• Indirect costs include lost time due to illness, recruitment and training costs to 

replace workers, and care of orphans. 

• If costs are financed out of savings, then the reduction in investment could lead to 

a significant reduction in economie growth. 
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CHAPTER FOUR: METHODOLOGY AND ANAL YSIS 

4.1. Introduction. 
Many studies have attempted to measure the impact ofHIV/AIDS. Most have focused on 

the probable impact of the pandemie on different demographie and macroeconomie 

indicators in the long run- generally from 10 to 30 years. Given the lack of adequate and 

sufficient time series data and ace urate trends, HIV 1 AIDS' impact assessment of this 

research has been descriptive, generally based on hypothetical estimates of Output Loss 

due to the prevalence ofHIV/AIDS and projection models under scenarios of 'no AIDS' 

and 'AIDS' in arder to estimate the policy implication of the medication cost of the 

infected labour force rather than the investigation of past and actual conditions. Changes 

in HIV prevalence and the Characteristics of the Nigerian Labour Force would be 

compared to see if there is any pattern of association (not necessarily causal) between 

levels of prevalence rates and changes in labour force characteristics and its indicators. 

Furthermore, in an attempt to relate changes in HIV prevalence to changes in the relevant 

variables of the structure and composition of the labour force even in the most descriptive 

manner, -one is faced with the basic challenge of isolating the effects of AIDS on the 

structure of the labour from other influences. For example, the age structure of the work 

force is a consequence of population ageing but it is also influenced by conflicts, war 

casualties, and population movement (Coulibaly, 2005). In certain cases, also, HIV 1 AIDS 

may simply be an acceleration factor rather than a direct cause of a given socio-economic 

change. Renee, conducting full econometrie analysis or sorne other kind of impact 

analysis would be very demanding in data requirement. 

4.1.1 Indicators of the Impact of HIV 1 AIDS on the Labour Force. 
Severa! quantitative and qualitative indicators could be used to assess the impact of 

HIV/AIDS on the structure and composition of the labour force and employment. 

However, handicapped by lack of sufficient time series data and accurate trends in 

Nigeria, it should be noted that the indicators utilised here are by no means exhaustive. 
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The following are the hypothesis re garding the sensitivity of indicators to the HIV 1 AIDS 

impact on the Nigerian labour force. 

The Size of the Labour Force. 

The term labour force as used in this research refers to all persans ofworking age (15-64 

years) who are either in paid employment or gainfully self employed and also include the 

unemployed who are available for and seeking work. The seroprevalence rates of 

pregnant women attending antenatal clinic of this age group will be used as proxy since 

they also belong to this age group. The effect ofHIV/AIDS on the size of the labour force 

would be either through a withdrawal of workers or unemployed pers ons from the labour 

market due to AIDS . Therefore the labour force is anticipated to continue growing but at 

a slower rate than it would without AIDS . 

The A vera ge Age of the Labour Force. 

HIV 1 AIDS would change this by the earl y entry of orphans, re-entry and the retention of 

older workers in the labour force, as well as the earl y retirement of workers living with 

HIV/AIDS. Depending on the level of labour turnover at a given period of time (i.e. the 

number of persans entering and leaving the labour force), the average and the median 

labour force age may change. 

The Average Age of Experience of the Labour Force. 

This refers to the average experience level of the labour force and which is the difference 

between the average age of workers and the average age at entrance into the labour force . 

Since the average age of workers bath inside the labour and those entering would change 

due to HIV/AIDS, the average years of experience of the labour force would also be 

altered. 

Labour Force Participation Rate. 

HIV 1 AIDS would change the size of bath the working age population and the labour 

force and thus a change in the labour force participation rate. Likewise the gender 

distribution of labour force participation would be altered as a result of the entry into the 

labour force ofwives and widows ofHIV/AIDS victims. 
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The Age Specifie Distribution of the Labour Force. 

The age-specifie distribution of the labour force and age-specifie labour force 

participation rates would be modified by the combination of new entries of children and 

older workers into the labour force as weil as loss of workers that are ill or die due to 

HIV/AIDS. 

Labour Productivity. 

Most HIV positive workers die in their most productive years and as they are replaced by 

younger and less experienced people, productivity decreases. Moreover, healthy workers' 

morale would be affected as a result of their association with family members or co

workers who have HIV/AIDS. Productivity could also decline as a result of withdrawal 

ofinvestment in technology due to rising cost and falling profits. 

Working Hours. 

Actual working hour will be reduced by increased absenteeism due to illness and 

attendance of funerals, while the total working hours would also be decreased due to 

turnover time losses associated with the replacement of workers living with HIV/AIDS 

who had to retire early. 

Human Capital /Quality of the Labour Force. 

HIV 1 AIDS destroys the human capital that reflects the accumulation of life experiences 

and job's skills and knowledge, which are built up over the years through schooling, 

formai education, leaming on the job and training. There is also a lowered level of skills 

and experience of the labour force as qualified workers are lost to HIV/AIDS. This in 

tum interrupts the informai transfer of skills and knowledge to younger generations, thus 

diminishing the quality of the labour force . Furthermore, premature or late entry of 

unqualified workers into the labour force, de-schooling of orphans and other children, 

result in the reduction of the quality ofhuman capital supply in the long run. 
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Level of Education of the Labour Force. 

There is the observation that as children drops out of school for economie reasons or to 

enter the labour force to support relatives, fewer children are able to complete school. As 

such there are lowered emolment rates. Additionally there would be a decline in the 

number ofteachers which can adversely affect the educationallevel ofthe labour force. 

Labour Costs. 

AIDS related illnesses and deaths raise labour costs by increasing costs on health cares 

and insurance, labour and working hour's shortages, wages for substitute workers, costs 

ofrecruitment and replacement of employees and additional training costs. 

Employment to Population Ratio. 

The decreasing numbers of both of the working age population and of employed pers ons 

as a result ofHIV/AIDS would change the employment to population ratio. 

Increase Demand for part time Employment. 

Healthy workers may switch from full time to part time employment in order to care for 

relatives living with AIDS. Similarly, workers living with HIV/AIDS may switch to part 

time employment for a period before fully leaving employment thus increasing the 

demand for part time employment that demand fewer working hours. 

Sector Specifie Impacts. 

Certain sec tors have more severe impacts by HIV 1 AIDS . Agriculture, transport, 

construction, tourism and in general, workers with jobs that involve being away from 

home and separated from family and migrant workers are particularly vulnerable to HIV 

infection. For example, seasonal workers record higher incidence or prevalence rates 

because of their mobility. The loss of their labour will affect sectors that rely on them. 

Agriculture is the largest sector in the Nigerian economy and the loss of agricultural 

labour is crucial. HIV/AIDS gravely and particularly affects also those industries that are 

dependent on migrant and contract labour like mining and manufacturing. While in the 

health sector at the same time that there is increased demand for health care by the 
' 

general population due to AIDS, HIV prevalence among health workers is rising. . The 
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health sector is losing valuable human resources which include health planners, 

managers, nurses and physicians. 

There is the lowered availability of hospital beds; an increased work load for health 

workers, a reduction in the overall quality of health services and care as well as rising 

medical costs. The same applies to the education sector where the disease's impact is 

causing the loss of valuable human resources that include teachers, educational planners 

and policy makers. Now there are sharp increases in pupil teacher ratio due to drop out 

rates and declines in school emolment where children enter the labour force urgently or 

provide care and services in the home. 

Child Labour. 

HIV/AIDS is increasing child labour as children whose parents are living with HIV/AIDS 

or have died enter the labour force early to support their parents or relatives or 

themselves. 

4.2 Impact of HIVIAIDS 

4.2.1 Potential Output Loss 
In evaluating the impact of HIV on the labour force the first thing to do is to have an 

estimate of output loss due to the prevalence of HIV/AIDS. As mentioned above, the 

problem here is that we will be attributing the entire output loss to HIV/AIDS. This is an 

over generalisation. Hence, in Table 3, we estimated the Average Productivity of The 

Labour Force over the period 1987 to 2003. 
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Table 4.1: Computing Average Productivity and Potential Output Loss In Nigeria 
Population 
ages 15- Population Real Output Reported Potential 
64 (%of ages 15- (Naira) Average HIV/AIDS Output Joss 

Total total) 64 Millions Productivity Cases N'OQO 
Years Population (A) (B) fC]=B DA (D) E=D/C (F) G-EOF 

1987 88273000 51.57 45522386 70740.60 1553.97 2 3.11 
1988 90866000 51.62 46905029 77752.30 1657.65 33 54.70 
1989 93505000 51.68 48323384 83495.00 1727.84 58 100.21 
1990 96203000 51.73 49765812 90342.00 1815.34 163 295.90 
1991 98983000 51.85 51322686 94614.10 1843.51 341 628.64 
1992 101880000 51.97 52947036 97431.40 1840.17 484 890.64 
1993 104890000 52.09 54637201 100015.20 1830.53 719 1316.15 
1994 108010000 52.21 56392021 101330.00 1796.89 1114 2001.73 

1995 111270000 52.33 58227591 103503.00 1777.56 2829 5028.72 

1996 114500000 52.55 60169750 107020.00 1778.63 2960 5264.76 

1997 117680000 52.77 62099736 110400.00 1777.79 3816 6784.03 

1998 120820000 52.98 64010436 112950.00 1764.56 18490 32626.64 

1999 123900000 53.2 65914800 116,140.00 1761.97 9715 17117.55 

2000 126910000 53.42 67795322 121,207.80 1787.85 642318 1148367.61 

2001 130010000 53 .38 69399338 126,323.80 1820.25 1489191 2710692.51 

2002 13 3 190000 53.35 71056865 131,489.80 1850.49 2704511 5004662.26 

2003 136460000 53.31 72746826 136,470.00 1875.96 3600000 6753449.28 

Average Productivity (1987-2003) 1780.06 

Source: Authors calculatwn usmg data from Statzstzcal Bulletzn, Central Bank ofNtgena, 
2005 

Figure 4.1: Descriptive Statistics on Average Productivity 
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From Table 3 we computed average productivity of the active labour force as real gross 

domestic output as a ratio of the total labour force (column E). Since we have the 

estimate of per capita labour productivity we theo multiply by the reported cases of 

HIV/AIDS for the particular year to have an estimate of potential output loss. These 

estimates can be exaggerated for the fact that the appropriate data to use in column F is 

number of AIDS death in the active labour force. However, this data is not available for 

Nigeria. Moreover, it is almost certain that between 1987 and 1999 HIV/AIDS cases 

were under-reported which could account for high jump in the figures reported from the 

year 2000. Hence, the reported estimates make the restrictive assumption that the 

reported cases are proxies for the death rates. Given these rough estimates, we are in a 

position to describe the qualitative impact ofHIV/AIDS on the labour force. 

Figure 4.2: Trends in Average Labour Productivity 

Average labour Productivity 
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Source: Author' s calculation 

From Figures 1 and 2, it can be observed that the average productivity of the Nigeria 

worker has varied narrowly from about 1554 Naira to about 1876 naira with a mean of 

about 1780. It should be observed that this gives a standard deviation of just about 78 

· th t. en.od In general average productivity has not varied much na1ra over e en 1re p . 

significantly. In Figure 2 it could be observed that productivity increased by about 9 naira 

th Thl·s 1·s quite insignificant. The Trend line is also included to on e average per annum. 

show the average slope of productivity over time. 
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Now, we have observed little variation in per capita labour productivity over time, we 

will like to compare this with the trends in HIV 1 AIDS over the same period. Between 

1987 and 1999 the number of reported HIV/AIDS cases grew rapidly. In fact, it was 

around 1999 that serious official interest was paid to the issue of HIV 1 AIDS-in Nigeria. 

Renee, it is almost likely that the reported cases between 1987 and 1999 were grossly 

under reported. This could account for the phenomenal jump in the figures reported as 

from the year 2000. Renee, we should have in mind that between 1986 and 1999 the 
' 

reported figures are likely to be understated. 

Between 1986 and 1997, the number ofreported cases ofHIV/AIDS was generally below 

4000 people which we consider grossly insignificant to use in any meaningful analysis. 

However, as from 1998 when the issue gained significant official attention, we could 

observe significant ri se in the number of reported cases. Except for 1999, the growth in 

number of reported cases has generally been positive. In fact, since the year 2001 the 

growth rate has been over 80 percent on the average. The estimate of potential output 

shows that by 2002, Nigeria is approximately losing about 4 percent ofher GDP to HIV/ 

AIDS (this is column G divided by colurnn D). This increased to almost 5 percent of 

GDP in year 2003. Renee, from the above it is quite clear that the rate of growth of adult 

prevalence is greater than the rate of growth of labour productivity. This implies that if 

this situation is not checked into the long run, productivity will eventually decline. In the 

next section we briefly describe the HIV/AIDS prevalence amongst adults and this is 

used to also analyse the labour market. 

4.3 Estimates of A duits' HIV Sero Prevalence Rates for Nigeria, 1987-2003. 

The first case of the Human Immune- Deficiency Virus (HIV) infection in Nigeria was 

recorded in 1986 and since then HIV prevalence rates within Nigeria have continued to 

increase at an alarming rate. Estimates have increased from 1.8 % in 1991 to 4.5% in 

1999 and the 2001 National HIV/Syphilis Sentine! Survey estimated a national HIV sero 

prevalence rate of 5.8% (National Demographie and Heath Survey, 2003) and 5.4% in 

2003. Now Nigeria ranks second among Sub-Saharan African countries for the number of 

HIV infected adults. 
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Figur e 4.3: HIV Sero Prevalence Rates in Adults, Nigeria, 1987-2003 
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Source: NDHS 2003, HIVIAIDS profile; Nigeria, UNAIDS Epidemiological Fact Sheet 
OnHJVIAIDS 

Renee, we can observe that since 1998, the prevalence has been above 5 percent. What 

does this portray for the labour market? We can make the implicit assumption that the 5 

percent rate (total number of persans with HIV infection alive at any given moment in 

time) amongst the adult population is a rate at steady rate and use it to analyse the 

implications for the labour market. 

4.3.1 Medication Cost of the Labour Force. 
Apart from the output lost due to the epidemie, the treatment cost of the labour force is 

also a significant loss to the economy for no avail. To estimate the medication cast, we 

need to have information about the average cast per adult AIDS patient over the duration 

of the patient's illness. However, such type of information in the case of Nigeria is not 

accessible if not completely unavailable. As a result, we need to resort to a better proxy 
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of the medication cast- i.e. the medication cast in other developing and comparable 

countries. Thus, for analytical purpose I took the average medication cast of Tanzania 

(computed by Pallangyo and Laing, 1990, as quoted in Cuddington, 1993), which is 257 

USD (about 33410 naira, at 130 naira per USD) for adults. 

Table 4.2: Medication Cost for HIV/AIDS Treatment in Nigeria 

Nominal 
Average G.D.P. in 
Cost per Millions lnfected Medication cost 

Year Adult Adults 
Na ira Naira Scenario 1* 

1987 108,183.0 33410 2 33410 
1988 142,618.0 33410 33 551265 
1989 220,200 .0 33410 58 968890 
1990 271,908.0 33410 163 2722915 
1991 316,670.0 33410 341 5696405 
1992 536,305.1 33410 484 8085220 
1993 688,136.6 33410 719 12010895 
1994 904,004.7 33410 1114 18609370 
1995 1934,831.0 33410 2829 47258445 

1996 2703,809.0 33410 2960 49446800 

1997 2801,972.6 33410 3816 63746280 

1998 2721,178.4 33410 18490 308875450 

1999 3313,563.1 33410 9715 162289075 

2000 4,727,522.6 33410 642318 10729922190 

2001 5,374,334.8 33410 1489191 24876935660 

2002 6,232,243.6 33410 2704511 45178856260 

2003 6,061,700.0 33410 3600000 60138000000 
*Scenano 1, assummg 50% of the HIV mfected adult get medicatiOn. . 
**Scenario 2, assuming only 20% of the HIV infected adult get medicatiOn. 

Scenario 2** 

13364 

220506 

387556 

1089166 

2278562 

3234088 

4804358 

7443748 

18903378 

19778720 

25498512 

123550180 

64915630 

4291968876 

9950774262 

1807154250 

24055200000 

Scenario 1 Scenario 2 
as% of as% of 

GDP GDP 

% % 

0.000 0.000 
0.000 0.000 
0.000 0.000 
0.001 0.000 
0.002 0.001 
0.002 0.001 
0.002 0.001 
0.002 0.001 
0.002 0.001 
0.002 0.001 
0.002 0.001 
0.011 0.005 
0.005 0.002 
0.227 0.091 
0.463 0.185 
0.725 0.290 

0.992 0.397 
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Figure 4.4: Medical Cost for HIV/AJDS Treatment in Nigeria 
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From Table 4 and Figure 4, we examined two scenarios of medical costs. The first 

assumes that 50% of the labour force could get access to public medication while the 

second option examines a scenario where only twenty percent of the population could get 

access to medication. We assume that the cost oftreating an adult is about 33410 naira, as 

explained above. The estimates show that if the government is to cater for about 50 

percent of the infected adults, then as at around year 2003 the state will be spending 

about 1% of nominal GDP on HN treatment. In year 2003, this will amount to about 

USD466,284,615 .38. This amount is higher than the sectoral allocation to sectors like 

Tourism, Sports and the likes. The policy implication of this is clear. If an increasing 

number and even proportion of the labour force is infected with HN 1 AIDS, the 

budgetary implications could be huge and become unsustainable. This could suggest that 

the govemment could start thinking of involving the Organised Private Sector (OPS) in 
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the Medicare delivery system. The government alone might not be able to shoulder the 

responsibility oftaking care of the infected people. 

Currently with just about five percent of the active labour force being infected, the cost of 

catering for just half of that size will amount to about 1 percent of GDP. If the rate of 

infection amongst the active population should increase dramatically, at least more than 

the growth rate of labour force, which is actually the case now, then the implication for 

budgetary expenditure is obvious. If the government can cater for a meagre 20 percent of 

the infected adults, then it will be spending about 0.4 percent of GDP on such sick 

workforce. 

4.4 Why are the Impacts ofHIVIAIDS Low on the Nigerian Labour Force? 

W e have attempted to examine the potential loss of national output due to HIV 1 AIDS 

infection and also tried to examine the budgetary implications of state intervention in the 

labour force in terms of Medicare. The estimates are quite low. For example, a 

prevalence of 5.8 percent for the active labour force shows that for Nigeria the potential 

output loss is likely to be around 4 percent and probably much less due to the restrictive 

assumptions used in this study. Furthermore, we estimated that state intervention would 

only amount to about 1 percent of GDP if about 50 percent of the infected labour force is 

catered for by the state. This estimate also can be considered non-alarming. Are there 

reasons for these low estimates of the likely economie losses? This I explore below. 

1. First, we could argue that currently, HN prevalence rates are relatively low (at 

least based on official statistics) and few people had developed AIDS, because a 

workforce that is highly infected could still be productive for a while before the 

AID cycle sets in. And furthermore, the expected peak prevalence rate will set a 

limit to the amount of fall that can happen to growth. 

2. Second, we could safely assume that the groups most seriously affected by 

HN 1 AIDS are workers with the fewest skills. The loss of large numbers of 

relatively unproductive workers may not be a major threat to productive capacity. 
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3. Third, the high level ofunemployment in the Nigerian labour market can make it 

easy to replace the infected low skilled labour force. Renee, the impact of the 

disease on economie growth will be low. 

4.5 HIVIAIDS and the Characteristics of the Nigeria Labour Force. 

This section compares changes in HN prevalence with changes in labour force 

characteristics and indicators in Nigeria, to see if there is a pattern of association (not 

necessarily causal) between levels of HN prevalence rates and changes in labour force 

characteristics and its indicators. It should be pointed out that, as mentioned in section 

4.1, there are several factors driving the dynamics of the labour force, and trying to 

capture the individual effects will require enormous micro data which is lacking for 

Nigeria. Renee, the study, at this point, just attempts examining if there is any pattern in 

HIV prevalence and labour force characteristics. 

4.5.1 The Size of Total Labour Force. 

The growth in labour force in Nigeria is summarised in Table 5 and Figure 4 below. Over 

the period under consideration, the size of the economically active group i.e. the total 

labour force increased in the country regardless of the level of RIV prevalence, until 

2001 and beyond wh en the economically active population be gan to decline. Rowever, 

this period of decline coïncides with the rapid growth in the number of active population 

that are infected (see Table 3). With a positive population growth rate and negative 

growth in active labour force, this is most contradictory since there is no evidence of 

natural calamities or war in Nigeria. Two possibilities then exist. Either there is massive 

migration of the active labour force or the labour force is being claimed by disease. For 

example, UNAIDS et al (2002) epidemiological fact sheets reported about 170,000 

AIDS' deaths that same year. Therefore before 2001 it seemed that the size of the 

economically active population continued growing though at a slower rate than it would 

have in the absence ofRIV/AIDS. 
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Years 
1987 

1988 

1989 

1990 

1991 

1992 

1993 

1994 

1995 

1996 

1997 

1998 

1999 

2000 

2001 

2002 

2003 

Table 4.3: Estimated Annual Growth Rate of Labour Force (Aged 15-49) and 
Population 

Annual 
Population growth 

Population Population ages 65 Population rate of 
ages 0-14 ages 15- Population and above growth Population , column 
(%of 64 (% of ages 15- (%of (annual female (% 3(% of 
total) total) 64 total) %) of total) Population , total total) 

45.70 51 .57 45522386 2.74 2.94 49.88 88273000.00 
45.62 51 .62 46905029 2.75 2.89 49.86 90866000.00 0.10 
45.55 51 .68 48323384 2.77 2.86 49.84 93505000.00 0.10 
45.48 51.73 49765812 2.79 2.84 49.82 96203000.00 0.10 
45.43 51.85 51322686 2.72 2.85 49.79 98983000.00 0.23 
45.38 51 .97 52947036 2.65 2.89 49.77 101880000.00 0.23 
45.33 52.09 54637201 2.58 2.91 49.75 104890000.00 0.23 
45.27 52.21 56392021 2.52 2.93 49.73 108010000.00 0.23 
45.22 52.33 58227591 2.45 2.97 49.71 111270000.00 0.23 

44.98 52.55 60169750 2.47 2.86 49.69 114500000.00 0.41 

44.75 52.77 62099736 2.48 2.74 49.67 117680000.00 0.41 

44.51 52 .98 64010436 2.50 2.63 49.65 120820000.00 0.41 

44.28 53.20 65914800 2.52 2.52 49.62 123900000.00 0.41 

44.04 53.42 67795322 2.54 2.40 50.69 126910000.00 0.42 

44.04 53.38 69399338 2.57 2.41 50 .64 130010000.00 -0 .07 

44.05 53.35 71056865 2.61 2.42 50.60 133190000.00 -0 .07 

44.05 53.31 72746826 2.64 2.43 50 .55 136460000.00 -0 .07 

Source: World Development lndicators, 2005 

An nuai 
growth 
rate of 
Column 
4 

3.04 

3.02 

2.98 

3.13 
3.16 

3.19 

3.21 

3.26 
3.34 

3.21 

3.08 
2.98 

2.85 
2.37 

2.39 
2.38 
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4.5.2 Composition of the Labour Force. 

Table 6 gives the age distribution of the Nigerian labour force. It could be observed that 

the population in the 15 to 24 age bracket constitute about 84 percent of the active labour 

force. Why? This is quite a strange phenomenon. There are several plausible reasons why 

it can be so. First, if a country undergoes (or is in) war, where the population in the older 

age group have been drafted into the military like the case in Ethiopia and Somalia, or the 

country suffers a major natural disaster. Furthermore, high level of poverty amongst the 

parents can make the youths enter the labour market early. This is the most plausible 

cause for Nigeria since there are no wars or natural calamities. However, the dynamics of 

poverty is too complex to be discussed in this current study, but it is important to point 

out that the high prevalence ofHIV/AIDS can increase household poverty when the head 

of the household is infected and has to quit job. Second, when the head of the household 

is unemployed and infected, medical bills have to be met. Hence, the younger members 

of the household may be forced by the economie circumstances of the household to enter 

the labour market early. The Youths can also join the labour market to replace the older 

workers removed because of HIV/AIDS. The Validity of this line of argument will 

depend on further micro research which is beyond the present scope of this study. 
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Table ~.4: Age and Sex Participation rates in the Labour force 1987- 2003 (% of total 
population) ' 

ferrale lF 
malelF partidpation Av. Years of 
partidpation rate rate e~enœ ftgaGoups 

15-24 25-34 35-54 55-64 
83.9 4.2 3.2 -3.3 13 31.2 -17.2 

Source: ILOAIDS (2005) 

4.5.3 Average Age of Experience of the Labour Force. 

The analysis of the average years of experience of the labour force is analogous to that of 

the average age of the labour force. These two indicators are positively associated. If the 

proportion of the young age group in the labour force has increased, there is a decline in 

both average age and average years of experience in the total labour force, although 

changes in both indicators may not be on the same scale. As it is shown in Table 6, 

changes in years of experience were greater than changes in ages in terms of absolute 

values. The basic implication of this is as follows: 

1. Since the labour force is made up largely of youths in the 15 to 24 age bracket, 

these youths are largely unskilled in terms of level of education. Hence, they can 

only be doing largely unskilled work and if they are replacing any workforce, they 

can only replace unskilled workforce. This could indicate that HIV 1 AIDS · 

prevalence is highest amongst unskilled labour force in Nigeria. 

2. It is indicative of the fact that HIV/AIDS prevalence of this category of labour 

force might be the highest amongst all sub age groups in the labour market. 

4.5.4 Unemployment. 
In theory, there is an indirect link between unemployment and HIV lAIDS. 

Unemployment is directly linked to the nation's economie situation. Research has shown 

that the number of unemployed persons continuously increased in Nigeria over the 

period 1987-2003 until there was an increase in the number of unemployed of more than 

3000 percent (Coulibaly, 2005), yet Nigeria HIV prevalence was only about 5.4 percent 

by 2003. Therefore, there is no evidence of a direct link between unemployment and 
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HIV 1 AIDS. However, there is a salient possibility that the effect of the diseases may be 

to act as an acceleration factor in increasing the rate of unemployment. 

4.5.5. Labour Productivity. 

In general, HIV/AIDS epidemie may affect labour productivity due to loss of skilled 

workers, an increase in absenteeism, the entry of less experienced young people and older 

people who have not worked before into the labour market. AU these may reduce 

productivity. However, From Table 3, this study did not observe any decline in average 

productivity in Nigeria over time. Figure 1 gives a positive productivity trend. Though it 

shows that productivity is low (increasing on the average by about 9 naira per worker per 

annum) but it is positive. There are severa! factors that drive productivity, and this study 

will not attempt to explain productivity growth in Nigeria. However, there is no strong 

evidence of productivity decline in Nigeria over the sample period. 
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CHAPTER FIVE: SUMMARY, POLICY IMPLICATIONS AND CONCLUSION 

5.1 Summary of Findings. 

This study sets out to examine the growing prevalence of HIV 1 AIDS in Nigeria and its 

implications for the labour force. The study argues that the main channels through which 

the HIV epidemie affects social and economie development are through its impact on the 

labour force and its related effects. Hence as a first approximation the study estimated the 

potential real output loss to the macro economy based on official data on HIV/AIDS. The 

potential output is derived as average labour productivity multiplied by the. number of 

reported HIV/AIDS cases. The study then observed that as from around year 2002, 

Nigeria might have been losing about 4 to 5 percent of its GDP to HIV/AIDS related 

issues. Though the study is quick to point out that this estimate might be somewhat 

overstated, but if one realize that HIV 1 AIDS cases are also un der reported, th en the 

estimate is considered a fair estimate of the output loss. The estimate is not significantly 

different from tho se by other au thors for co un tries with similar HIV 1 AIDS prevalence 

rate like Nigeria. However, the study noted that if the prevalence rate is not checked, 

output loss will continue to mount into the future. 

Furthermore, the study observed that despite the growing prevalence rate amongst the 

adult population in Nigeria, average labour productivity seems not to be on the decline. In 

fact it was observed that average labour productivity is increasing by about 9 naira in real 

terms per worker per annum. Though this can be considered a marginal increase, the 

study observed that the prevalence rate has not reached a level where average 

productivity would decline. However, from data observed since 1999, the study shows 

that the growth of HIV/AIDS cases is higher than growth in productivity. This implies 

that, in the long run, productivity may decline. 

Assessment of indicators of the impact of HIV/AIDS on labour force by the study 

showed that the pandemie affects the structure and composition of the Nigerian labour 

force thus affecting all sectors of the Nigerian economy. 
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The study then presented two scenarios of the likely budgetary impact of state 

intervention in the Medicare of the active labour force. First, we assume that the state 

takes care of 50 percent of the infected members of the labour force and in the second 

scenario we assume that the state takes care of 20 percent of the labour force. It was 

observed that as of year 2003, the Nigerian govemment will be spending about 1 percent 

of GDP on caring for 50 percent of the infected which gives an approximate value of 

about USD0.46 billion. This amount was observed to be higher than the annual allocation 

to sorne sectors like sports and Tourism. With this in mind, the study observed that the 

government alone might not be able to shoulder the responsibility of caring for the 

infected. 

The study is quick to point out that with just about 5 percent of the active labour force 

being infected; the budgetary implication of taking care of 50 percent of that 5 percent is 

about 1 percent of GDP. Renee, the study notes the importance of quickly and drastically 

reducing the prevalence rate. Furthermore, the study observed sorne pattern between RIV 

prevalence on the one hand and the size and composition of the labour force on the other 

hand. The study argues that this pattern does not infer causality. Rowever, the study did 

not observe any declining pattern, as expected, in labour productivity. 

5.2 Policy Implications of Findings 

• Elicitation of the cooperation of ali relevant stakeholders 

The policy implications of the findings of the results are straight forward. First is the need 

for the government to elicit the cooperation of all relevant stakeholders in combating the 

scourge of RIV 1 AIDS as the budgetary implication of dealing with the scourge could 

easily go beyond the state. Our findings show that the cost of treating just half of the 

infested labour force can be as high as 1 percent of GDP with only about 5 percent 

prevalence rate. This is huge in monetary terms as it was observed to be as much as 

US$0.46 billion dollars. This might become unsustainable for the state in the long run. 

Renee, the need to form a kind of tripartite approach involving the government, 

Organised Private Sector, and relevant Non govemmental organisations. 
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. • Prevention of the estimated output Ioss 

The above policy dimension necessitates the fact that a quick policy intervention is 

required so as to prevent the possible output loss estimated in this study. It was estimated 

that output loss could be as high as 4 to 5 percent. Tallying this with the above implies 

that if the government spends about 1 percent of GDP to prevent a loss of about 4 percent 

of GDP it is worth while. In other words, the govemment should actively be involved 

in ensuring that output lasses due to HIV/AIDS related effects such as absenteeism 
' 

productivity loss, etc are prevented. This implies that measures should be put in place to 

effectively treat the infected and control the spread of the disease amongst the Labour 

force. 

5.3 Conclusion. 

This study examines the HIV 1 AIDS seo urge impact on the Nigerian labour force since 

1987. Though the impact of HIV 1 AIDS seems to be less felt on the economy, the study 

shows that the pandemic's effect is capable of leading to serious macroeconomie 

imbalance in the economy with respect to output loss and fiscal relations of the 

government. It is imperative that the govemment with other relevant stake holders make 

bold efforts to tackle the HIV/AIDS problem. The govemment alone cannat shoulder the 

responsibility of taking care of the infected members of the labour force. The cost of 

doing so will be generally enormous and it is currently more than what is beifig allocated 

to sorne sectors of the economy. Based on this, it is important that ail relevant stake 

holders hear the wake up call and put in place measures that will both reduce the 

prevalence and also make the infected not to recline into full blown AIDS where by 

productive capacity of the infected will be totally eliminated. 

It should be understood that the results obtained in this study are a reflection of the 

available data. The focus of the study has been largely macro. To fully understand the 

relationship between the HIV/AIDS and the dynamics of the labour force one needs to 

undertake micro studies and obtain information on absenteeism, unit medical costs, etc. 
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Furthermore, reliable series on HN/ AID infection for Nigeria started recently, hence the 

direct application of time series analysis will be in appropriate. As more micro and macro 

data become readily available, future researches can focus on confirming and isolating 

the impact of HN 1 AIDS on the labour force. 
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