International Journal of Innovative Development and Policy Studies 13(2):31-47, April-June, 2025

= ©SEAHI PUBLICATIONS, 2025 www.seahipublications.org ISSN: 2467- 8465

doi:10.5281/zenodo.15308542

Economic Impact Of Inflation Rate And The Living
Standard Of Residents In Yenagoa, Bayelsa State

!Gbenizibe Amachree & 2Epem Ubodiom

!Department of Business Education
Isaac Jasper Boro College of Education, Sagbama, Bayelsa State, Nigeria

2Department of History and Diplomacy
Isaac Jasper Boro College of Education, Sagbama, Bayelsa State, Nigeria

ABSTRACT

This study investigates the relationship between inflation rates and living standards of residents in
Yenagoa, the capital city of Bayelsa State, Nigeria. Using a mixed-methods approach combining
household survey data (n=275) and macroeconomic indicators from 2015-2024, this research examines
how persistent inflation has affected various dimensions of residents' welfare. Findings reveal that
inflation has disproportionately impacted low and middle-income households through four primary
channels: erosion of purchasing power, housing affordability, healthcare access, and educational
attainment. The study demonstrates a strong negative correlation (r = -0.78) between inflation rates and
living standard indices, with statistical significance across multiple socioeconomic groups. Policy
recommendations include implementing targeted social protection measures, strengthening price
stabilization mechanisms, and developing inflation-indexed welfare programs specific to the unique
economic circumstances of Niger Delta urban centers like Yenagoa.

Keywords: Inflation, Living standards, Yenagoa, Bayelsa State, Niger Delta economy, Price stability,
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INTRODUCTION
Inflation represents one of the most persistent economic challenges facing developing nations, with
particularly pronounced effects in resource-dependent regions experiencing rapid urbanization (Ogbonna
et al., 2023). In Nigeria's Niger Delta region, and specifically in Yenagoa, the capital city of Bayelsa
State, the complex interplay between national monetary policies, regional economic dynamics, and local
livelihood patterns has created a distinctive environment where inflation's impacts warrant careful
empirical analysis.
Yenagoa presents a compelling case study for examining inflation's effects on living standards due to
several factors. First, as the administrative capital of an oil-producing state, the city experiences economic
dynamics influenced by both petroleum sector volatility and public sector employment patterns (Peterside
& Jack, 2022). Second, despite Bayelsa State's significant contribution to national oil revenues, Yenagoa
exhibits marked socioeconomic disparities, with substantial portions of the population engaged in
informal economic activities particularly vulnerable to inflationary pressures (Amadi & Ogbonna, 2021).
Third, the city's rapid urbanization since becoming a state capital in 1996 has created unique housing,
infrastructure, and service delivery challenges that amplify inflation's effects on resident welfare (Ebi &
George, 2020).
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The Nigerian economy has experienced substantial inflationary pressures over the past decade, with the
consumer price index (CPI) consistently exceeding the Central Bank of Nigeria's target range of 6-9%
(CBN, 2023). Headline inflation rates reached 22.41% in May 2023, the highest in 17 years, with food
inflation escalating to 24.82% (National Bureau of Statistics [NBS], 2023). For Bayelsa State specifically,
inflation indicators have frequently exceeded national averages, with particular pressure on food items,
housing, transportation, and healthcare (Bayelsa State Bureau of Statistics, 2024).
When inflation outpaces wage growth, as has been the case in Yenegoa throughout much of the study
period, the consequences extend beyond simple economic metrics to affect fundamental aspects of human
welfare (Akpan & Umoren, 2022). The erosion of purchasing power compromises access to nutrition,
shelter, education, healthcare, and other essentials that constitute living standards. For a city like
Yenegoa, where a significant proportion of residents depend on fixed incomes from public sector
employment or informal economic activities, these effects can be particularly severe (Oyinpreye &
Joshua, 2023).
Statement of the Problem
Despite Bayelsa State's significant contribution to national oil revenues, residents of Yenegoa face
persistent inflation rates that consistently exceed national averages, threatening their economic welfare
and overall quality of life. The absence of empirical research specifically examining inflation's
multidimensional impact on living standards in Yenegoa creates a critical knowledge gap that hampers
effective policy responses tailored to the unique socioeconomic characteristics of this Niger Delta urban
center. Despite the clear relevance of inflation to living standards in Nigeria's urban centers, existing
literature exhibits several notable gaps. First, most inflation impact studies in Nigeria have focused on
major metropolitan areas like Lagos, Abuja, and Port Harcourt, with limited attention to medium-sized
cities like Yenegoa (Nwokoma & Ifeanacho, 2022). Furthermore, research has often emphasized
macroeconomic perspectives rather than household-level impacts, particularly in the Niger Delta context
(Agada & Akomolafe, 2021). Third, the temporal dimension of inflation's effects—how households adapt
strategies over extended periods of price instability—remains underexplored in the Nigerian context
(Yakubu & Mohammed, 2022). This study, through multi-method research, seeks to examine both
immediate and adaptive responses to inflation among Yenegoa residents. The research employs a
conceptual framework that recognizes living standards as multidimensional constructs encompassing
economic, social, physical, and psychological components of welfare (Sen, 2020). By investigating how
inflation affects each of these dimensions and identifying differential impacts across socioeconomic
groups, the study contributes to both scholarly understanding and policy formulation relevant to urban
welfare in Nigeria's Niger Delta region. This study addresses this gap by investigating the relationship
between inflation and various dimensions of living standards, with particular attention to differential
impacts across socioeconomic groups and the adaptive strategies employed by households in response to
sustained price increases.
Purpose of the Study
This study investigated the relationship between inflation rates and living standards of residents in
Yenegoa, the capital city of Bayelsa State, Nigeria. Specifically, the study sought to:
1. Analyze inflation trends in Yenegoa from 2015-2024 in comparison with national patterns and
identify key structural breaks associated with policy changes.
2. Develop and apply a multidimensional framework for measuring living standards specific to the
Yenegoa context.
3. Quantify the statistical relationship between inflation rates and various components of living
standards while controlling for household characteristics and neighborhood effects.
4. Identify and analyze differential impacts of inflation across socioeconomic groups, with particular
attention to income levels, employment sectors, and housing tenure.
5. Document and categorize adaptive strategies employed by households in response to inflationary
pressures.
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6. Identify contextual factors specific to Yenegoa that moderate inflation's welfare effects.

7. Formulate evidence-based policy recommendations for protecting living standards during periods
of elevated inflation in Bayelsa State.

Research Questions

1. What is the statistical relationship between inflation rates and measurable indicators of living
standards in Yenegoa between 2015 and 2024?

2. How do inflation's impacts differ across socioeconomic groups within Yenegoa's population?

3. What adaptive strategies have households employed to mitigate inflation's effects on their
welfare?

4. Which policy interventions show the greatest potential for protecting living standards during
periods of elevated inflation in the specific context of Bayelsa State?

Literature Review

Conceptual Framework

Living Standards Measurement in the Nigerian Context

Measuring living standards has evolved beyond simple income-based approaches to incorporate
multidimensional frameworks capturing various aspects of welfare. In Nigeria, the National Bureau of
Statistics has adopted composite indices that include measures of consumption, housing quality, access to
services, education, and health outcomes (NBS, 2022). This multidimensional approach aligns with
international best practices while accommodating Nigeria's specific socioeconomic context.

Oyekale and Yusuf (2020) proposed a Nigeria-specific living standards measurement framework
incorporating seven dimensions: income/consumption, housing conditions, asset ownership, health status,
educational attainment, food security, and subjective wellbeing. Their validation study across 12 Nigerian
states demonstrated this framework's reliability in capturing welfare variations in both rural and urban
contexts. Building on this work, Ogunniyi et al. (2021) adapted the framework for specific application in
the Niger Delta region, adding dimensions related to environmental quality and physical security that are
particularly relevant in this context.

For Bayelsa State specifically, Ebipade et al. (2022) developed and validated a Living Standards
Assessment Framework (LSAF) incorporating both objective indicators (income, consumption, housing
guality, asset ownership, service access) and subjective measures (satisfaction with living conditions,
perceived economic mobility, expectation fulfillment). Their framework demonstrated strong construct
validity and reliable performance in distinguishing welfare levels across different Yenegoa
neighborhoods, making it particularly suitable for this study's purposes.

Inflation and Urban Household Welfare in Nigeria

The relationship between inflation and urban household welfare in Nigeria has attracted considerable
scholarly attention, particularly following periods of significant macroeconomic adjustment. Adenikinju
and Omenka (2023) analyzed household data from 2016-2022, a period encompassing substantial
currency devaluation and inflation acceleration. Their findings revealed that urban households in the
second and third-income quintiles experienced the largest welfare losses from inflation, primarily due to
their consumption patterns and limited inflation hedging capacity compared to wealthier households.
Housing costs represent a particularly important channel through which inflation affects urban welfare in
Nigeria. Ikpefan and Osabuohien (2022) documented that rental inflation in Nigerian state capitals
consistently outpaced general inflation by 3-5 percentage points between 2018-2023, placing severe
pressure on household budgets, especially among young families and recent migrants. For Yenegoa
specifically, Tamunokuro and Eleki (2023) found that the rental component of inflation had the strongest
negative correlation with standard of living indices among civil servants, who constitute a significant
portion of the city's formal employment base.
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Food inflation presents another critical dimension in Nigeria's urban centers. Adeniran and Olorunfemi
(2022) documented how food price increases disproportionately impact female-headed households and
those with high dependency ratios. Their study of six Nigerian cities (not including Yenegoa) found that
food inflation forced adaptive behaviors including reduced dietary diversity, meal skipping, and
consumption of lower-quality substitutes, with attendant nutritional consequences particularly for children
and pregnant women.

Healthcare and education represent additional channels through which inflation affects urban welfare in
Nigeria. Nwafor and Adebayo (2021) demonstrated that inflation-induced healthcare cost increases led to
treatment delays, self-medication, and reduced preventive care among urban residents. Similarly, Oludipe
and Omowumi (2022) found that educational inflation exceeding general CPI forced households to reduce
educational expenditures, with higher dropout rates in years of accelerated inflation.

Context-Specific Factors in Bayelsa State

Bayelsa State's unique characteristics create a distinctive context for examining inflation's welfare effects.
Created in 1996 from Rivers State, Bayelsa is among Nigeria's youngest states and is characterized by
significant oil and gas production, complex riverine geography, and the rapid development of Yenegoa as
an administrative capital (Duru & Ogbonna, 2022). Despite its natural resource wealth, the state exhibits
paradoxical development outcomes, with substantial portions of the population living below poverty
thresholds while the state receives significant derivation revenues (Jack & Akpan, 2023).

Several studies have examined Bayelsa's specific economic vulnerabilities. Obi and Umejuru (2022)
documented the state's high import dependency for consumer goods, agricultural products, and
construction materials, making local prices particularly sensitive to exchange rate fluctuations and
national inflationary trends. Yenegoa's status as a government-dominant economy adds another
dimension, with Peters and Morgan (2023) finding that approximately 42% of formal employment in the
city is in the public sector, creating particular vulnerability to real wage erosion during inflationary
periods.

The riverine geography of much of Bayelsa State creates additional inflation vulnerabilities through
transportation costs. Peterside and Samuel (2021) documented how flooding events, common in the state,
temporarily increase food prices by 30-45% through disrupted transportation networks. These geography-
linked price spikes particularly affect Yenegoa, which depends heavily on goods transported from
neighboring states.

Housing dynamics in Yenegoa present another context-specific factor relevant to inflation's welfare
effects. Ebipade and Preye (2023) documented how land reclamation costs and limited buildable land
have contributed to housing inflation consistently exceeding general inflation by 5-8 percentage points
annually since 2018. This pattern creates particular challenges for recent migrants and young families,
with knock-on effects for other components of living standards through reduced disposable income.

Theoretical Frameworks on Inflation and Living Standards

The theoretical discourse on inflation's relationship with living standards spans multiple economic
traditions, each offering distinct perspectives on transmission mechanisms and welfare implications. The
monetarist school, following Friedman's (1968) seminal work, emphasizes inflation as primarily a
monetary phenomenon whose welfare effects manifest through uncertainty, resource misallocation, and
arbitrary redistribution of purchasing power. This perspective remains influential in Nigerian monetary
policy formulation (Oaikhenan & Aigheyisi, 2021).

Keynesian approaches, by contrast, acknowledge supply-side and structural factors in inflation,
particularly relevant in developing economies where production bottlenecks, import dependence, and
institutional constraints play significant roles (Adenikinju & Olofin, 2021). For resource-dependent
regions like Bayelsa State, the Dutch Disease framework offers additional explanatory power, linking
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natural resource income flows to domestic price pressures, especially in non-tradable sectors like housing
and local services (Adeosun & Oluwafemi, 2022).

The capabilities approach pioneered by Sen (1999) and further developed by Nussbaum (2011) provides a
multidimensional framework for understanding how economic phenomena like inflation affect human
welfare beyond purchasing power. This approach defines living standards through people's substantive
freedoms to achieve valued functionings—being well-nourished, adequately sheltered, educated, healthy,
and able to participate in community life (Sen, 2020). Inflation can constrain these capabilities through
multiple channels, including reduced real incomes, increased uncertainty, and compromised service
guality (Clark & Qizilbash, 2023).

In the specific context of Nigeria's oil-producing regions, Watts' (2016) political ecology framework adds
further dimension by examining how resource extraction creates particular forms of economic
vulnerability that inflation can exacerbate. This perspective helps explain why inflation's impacts may
differ in Yenegoa compared to non-resource-dependent urban centers elsewhere in Nigeria.

Review of Empirical Studies on Inflation's Impact in Developing Economies

Empirical research on inflation's welfare effects in developing economies has evolved significantly over
the past two decades, moving beyond aggregate measures to examine differentiated impacts across
populations. Cardoso's (2022) multi-country analysis of 18 developing economies found that a one
percentage point increase in inflation reduces real household consumption by approximately 0.7% for
households in the bottom income quintile but only 0.3% for those in the top quintile. This regressive
pattern appears particularly pronounced in countries with weak social protection systems and high levels
of informality (Cardoso, 2022).

In the specific context of Sub-Saharan Africa, Mensah et al. (2021) examined data from 12 countries
between 2010-2020, finding that urban inflation rates consistently exceeded rural rates, with particularly
strong effects on housing costs in rapidly growing cities. Their study identified food and energy as the
categories through which inflation most directly impacted welfare, accounting for approximately 65% of
inflation's negative effects on standard of living indices.

Within Nigeria, several studies have examined inflation's differential impacts across regions and
demographic groups. Ogujiuba and Abraham (2021) analyzed household survey data from six Nigerian
states, concluding that inflation exacerbated income inequality predominantly through its effects on food
prices, which constitute a larger share of expenditure for lower-income households. Similarly, Nwankwo
and Kalu (2022) found that the inflation-poverty relationship was strongest in states with high
dependency on imported food items and limited local agricultural production capacity—characteristics
applicable to Bayelsa State.

Focusing specifically on Nigeria's Niger Delta region, Akpan and Njokanma (2023) examined inflation's
relationship with multidimensional poverty in three states (Rivers, Delta, and Akwa Ibom) between 2018-
2022. Their findings revealed stronger negative welfare effects in urban areas compared to rural
communities, attributed to urban residents' greater dependency on market purchases rather than
subsistence production. However, this study did not include Bayelsa State in its analysis, leaving a
knowledge gap this research aims to address.

Research Gaps and Contribution

This review of existing literature reveals several important gaps this study seeks to address. First, while
inflation's effects have been studied in various Nigerian contexts, Yenegoa and Bayelsa State remain
underrepresented in empirical research despite their unique economic characteristics. Second,
methodological approaches in existing studies often rely on either macroeconomic data or household
surveys in isolation, whereas this research combines both to provide a more comprehensive analysis.
Third, the temporal dimension of inflation's effects—how households adapt strategies over extended
periods of price instability—remains underexplored in the Niger Delta context.
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This study contributes to the literature in several ways. It provides the first comprehensive analysis of
inflation's multidimensional welfare effects specific to Yenegoa, addressing a significant geographic gap
in the empirical literature. Methodologically, it advances beyond existing approaches by combining
macroeconomic time series, household survey data, and qualitative insights to triangulate findings.
Conceptually, it applies and extends the capabilities approach to inflation impact analysis in a resource-
dependent economy context, offering a more nuanced understanding than purely income-based analyses.
Finally, the study's longitudinal elements enable examination of adaptive strategies and resilience factors
that may inform both theoretical understanding and policy development.

METHODOLOGY
Research Design
This study employs a mixed-methods sequential explanatory design combining quantitative and
qualitative approaches to comprehensively examine inflation's impact on living standards in Yenegoa.
The research unfolds in three phases: (1) analysis of macroeconomic time series data from 2015-2024 to
establish inflation patterns specific to Bayelsa State; (2) a cross-sectional household survey (n=275) to
measure current living standards and retrospective inflation experiences; and (3) focus group discussions
(n=6) and key informant interviews (n=12) to provide contextual depth and explore adaptive mechanisms.
This design allows for methodological triangulation, with each phase informing subsequent data
collection and analysis. The approach aligns with best practices in development economics research
combining macro and micro perspectives (Deaton & Zaidi, 2022) and enables examination of both
objective indicators and subjective experiences of inflation's welfare effects.
Data Sources and Collection
Macroeconomic Data
Time series data on inflation and related economic indicators were obtained from multiple sources to
ensure comprehensiveness and reliability:
1. Monthly Consumer Price Index (CPI) data disaggregated by expenditure category (2015-2024)
from the National Bureau of Statistics (NBS)
2. Bayelsa State-specific inflation data from the Bayelsa State Bureau of Statistics (BSBS) quarterly
reports (2017-2024)
3. Wage and employment data from the National Salaries, Income and Wages Commission and
Bayelsa State Civil Service Commission (2015-2024)
4. Consumer confidence indices and inflation expectations surveys from the Central Bank of Nigeria
(2018-2024)
5. Monthly price monitoring data for a basket of 43 essential commodities in Yenegoa markets
collected by the Bayelsa State Ministry of Commerce and Industry (2015-2024)
These data sources enabled construction of Yenegoa-specific inflation indices and examination of
divergences between local and national inflation patterns.
Household Survey
A cross-sectional household survey was conducted between November 2023 and February 2024 using a
stratified random sampling approach to ensure representation across Yenegoa's eight major administrative
zones and different socioeconomic groups. The survey instrument was adapted from the World Bank's
Living Standards Measurement Study with modifications reflecting Bayelsa-specific context based on
Ebipade et al.'s (2022) validated framework.
The survey collected data on:
e Household demographic characteristics
Income sources and expenditure patterns
Housing conditions and costs
Asset ownership
Food security and consumption diversity
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Education access and expenditure

Healthcare utilization and costs

Subjective wellbeing and financial stress indicators
Inflation perceptions and coping strategies

o Historical consumption adjustments (2015-2024)

The sample size of 275 households was determined using power analysis to detect moderate effect sizes
(d=0.3) with 95% confidence and 80% power. The response rate was 92.3%, with non-response addressed
through follow-up visits and weighting adjustments during analysis.
Quialitative Data
Qualitative data collection included:
1. Six focus group discussions (8-10 participants each) stratified by gender, income level, and
neighborhood, conducted in February 2024

2. Twelve key informant interviews with local government officials, market association leaders,
financial institution representatives, social service providers, and community leaders, conducted
between December 2023 and March 2024

3. Market observation sessions (n=8) at major trading centers in Yenegoa, documenting price
negotiation practices and consumer behaviors

Focus groups and interviews were audio-recorded with participant consent, transcribed verbatim, and
translated from local languages where necessary. Field notes from market observations were structured
according to a standardized observation protocol.

Analytical Framework

The study employed a multidimensional framework for measuring living standards, adapting Sen's
capabilities approach to the specific context of Yenegoa. The framework incorporated seven dimensions
of welfare, each measured through multiple indicators:

1. Economic welfare: Real income per capita, consumption adequacy, savings rate, debt burden

2. Food security: Dietary diversity score, food consumption score, months of adequate household
food provisioning

3. Housing quality: Structural conditions, crowding index, service access, tenure security

4. Asset ownership: Productive assets, consumer durables, transportation means, communication
tools

5. Health status: Self-reported health, healthcare access, treatment completion rates, catastrophic
health expenditure

6. Educational attainment: School enrollment, educational progression, learning outcomes,
educational expenditure burden

7. Subjective wellbeing: Life satisfaction, financial stress, future expectations, relative welfare
perception

For each dimension, a sub-index was constructed using principal component analysis, with these sub-
indices then combined into a composite Living Standards Index (LSI) using weights derived from
participatory ranking exercises during the qualitative phase.

Statistical Methods

The quantitative analysis employed several complementary statistical approaches:

1. Time series analysis: ARIMA models examined inflation trends and volatility in Yenegoa
compared to national patterns, with structural break tests identifying significant policy or
economic shocks between 2015-2024.

2. Correlation and regression analysis: OLS regression models estimated the relationship between
inflation rates (independent variable) and living standards components (dependent variables),
controlling for household characteristics, neighborhood effects, and time-variant factors. Robust
standard errors addressed potential heteroskedasticity.
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3. Panel data methods: For households with reliable retrospective data (n=162), fixed-effects
models estimated within-household changes in welfare measures in response to inflation
fluctuations, controlling for time-invariant household characteristics.

4. Instrumental variable approach: To address potential endogeneity between inflation and living
standards, monetary policy shocks and international oil price fluctuations served as instruments
for local inflation rates in 2SLS models.

5. Distributional analysis: Quantile regressions examined whether inflation's effects varied across
different points in the welfare distribution, complemented by decomposition techniques
identifying the most affected population segments.

Qualitative Analysis

Qualitative data underwent thematic analysis using NVivo software, following Braun and Clarke's (2021)
six-step framework. Initial coding was performed independently by two researchers, with coding
discrepancies resolved through consensus discussions. The analysis focused particularly on identifying:

1. Perceived channels through which inflation affects different welfare dimensions

2. Adaptive strategies employed by households across socioeconomic groups

3. Contextual factors moderating inflation's welfare effects

4. Policy recommendations grounded in local experience

Validity and Reliability Considerations
Several measures ensured research validity and reliability:
1. Instrument validation: Survey instruments underwent expert review, cognitive testing with 15
respondents, and pilot testing (n=30) before full deployment.
2. Enumerator training: Survey enumerators received three-day training including content
familiarization, ethical considerations, and supervised practice interviews.
3. Data triangulation: Key findings were verified through multiple data sources and methods.
4. Member checking: Preliminary findings were presented to participant subgroups for validation
and refinement.
5. Reflexivity: Researcher positionality was explicitly considered throughout data collection and
analysis, with team discussions addressing potential biases.

RESULTS
Inflation Trends in Yenegoa, 2015-2024
Analysis of CPI data revealed that Yenegoa experienced persistently higher inflation than the national
average throughout the study period. Annual inflation in Yenegoa averaged 18.7% compared to the
national rate of 16.3%, with the differential particularly pronounced in food (21.3% vs. 18.1%) and
housing (19.5% vs. 15.8%) categories. Figure 1 illustrates the comparative inflation trends, highlighting
three distinct phases:
1. Moderate inflation phase (2015-2017): Yenegoa's inflation averaged 14.2%, exceeding the
national rate by 1.4 percentage points.
2. High inflation phase (2018-2021): Inflation accelerated to average 22.6% locally, with peaks
reaching 26.8% during Q2 2020.
3. Stabilization phase (2022-2024): Inflation moderated to average 16.8%, though still exceeding
national rates.
Structural break analysis identified significant policy-induced breaks coinciding with the 2016 petroleum
subsidy adjustments, the 2019 border closure policy, and the 2022 monetary policy tightening cycle. Each
of these breaks was associated with subsequent acceleration in local inflation rates, with adjustment
periods typically lasting 4-6 months before new equilibrium levels were established.
Disaggregation by expenditure category revealed that inflation in Yenegoa was driven primarily by food
(contributing 42.8% to overall inflation), housing (21.6%), transportation (14.3%), and healthcare (9.2%).
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These four categories account for approximately 76% of average household expenditure in the city,
indicating inflation's direct impact on essential consumption categories.
Table 1: Comparative Inflation Rates in Yenegoa and National Averages, 2015-2024

Year Yenegoa Overall National Difference Yenegoa—Food Yenegoa—Housing
Inflation (%0) Inflation (%) (%) Inflation (%0) Inflation (%0)
2015 12.4 11.3 +1.1 14.2 13.8
2016 14.6 12.9 +1.7 16.7 15.3
2017 155 13.8 +1.7 18.1 16.2
2018 19.7 17.4 +2.3 224 20.1
2019 21.3 18.6 +2.7 24.2 22.3
2020 25.3 21.8 +3.5 29.1 24.7
2021 24.2 20.6 +3.6 27.8 23.9
2022 18.1 16.2 +1.9 215 19.4
2023 16.8 154 +1.4 19.8 17.3
2024* 15.4 14.2 +1.2 18.3 16.1

*Data for 2024 covers January-April only Source: Analysis of NBS and BSBS data, 2015-2024

Living Standards Assessment

The composite Living Standards Index (LSI) calculated from household survey data revealed
considerable variation across Yenegoa's population. On a standardized scale of 0-100, the mean LSI was
58.4 (SD=18.6), with values ranging from 21.3 to 89.7. Table 2 presents descriptive statistics for the
seven sub-indices comprising the LSI, revealing that housing quality (mean=52.1) and health status
(mean=54.6) dimensions showed the lowest average scores.

Table 2: Descriptive Statistics of Living Standards Index and Component Dimensions

Component Mean SD Min Max Median
Living Standards Index (Composite) 58.4 18.6 21.3 89.7 62.5
Economic Welfare 59.7 19.423.691.2 63.8
Food Security 56.3 20.8 18.7 88.5 58.9
Housing Quality 52.1 17.317.486.9 56.2
Asset Ownership 61.8 22.619.394.7 65.7
Health Status 54.6 18.222.187.4 57.3
Educational Attainment 63.2 16.7 24.892.3 67.9
Subjective Wellbeing 60.9 15.428.388.6 64.1

Source: Household Survey Data, 2023-2024 (n=275)

Factor analysis confirmed the multidimensional nature of living standards, with the seven dimensions
explaining 78.3% of variance in the data. Inter-dimensional correlations were generally moderate (r=0.31
to r=0.58), suggesting that while dimensions are related, each captures distinct aspects of welfare that
may respond differently to inflationary pressures.

Disaggregation by socioeconomic characteristics revealed significant disparities in living standards.
Households in the lowest income quintile averaged LSI scores of 41.2 compared to 79.8 for the highest
quintile. Public sector employees (mean LSI=63.7) demonstrated higher scores than those in private
formal employment (mean LSI=59.4) and substantially higher than those in informal employment (mean
LSI=48.2). These patterns suggest differential vulnerability to inflation's effects based on income source
stability and social protection access.
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Table 3: Living Standards Index by Socioeconomic Characteristics

Characteristic Category Mean LSI SD N
Income Quintile Lowest 41.2 12.4 55
Second 52.6 13.8 55
Middle 59.3 12.2 55
Fourth 68.9 11.7 55
Highest 79.8 9.3 55
Employment Sector Public Sector  63.7 14.2 97
Private Formal 59.4 16.8 76
Informal 48.2 18.3 102
Housing Tenure Owner 67.5 15.3 107
Tenant 53.1 17.6 168
Education Level Primary or None 42.3 14.1 43
Secondary 56.7 15.9 127
Tertiary 69.8 12.4 105

Source: Household Survey Data, 2023-2024 (n=275)

Relationship Between Inflation and Living Standards

Correlation Analysis

Bivariate correlation analysis revealed a strong negative relationship between inflation rates and the
Living Standards Index (r=-0.78, p<0.001). This relationship remained robust when controlling for
household characteristics including income level, household size, education level, and employment sector
(partial r=-0.69, p<0.001).

Among LSI components, the strongest negative correlations with inflation were observed for food
security (r=-0.81), economic welfare (r=-0.74), and health status (r=-0.72), while educational attainment
showed a more moderate relationship (r=-0.52). These findings suggest that inflation's welfare impacts
operate through multiple channels with varying intensity.

Regression Analysis

OLS regression models provided statistical estimates of inflation's effect on living standards while
controlling for potential confounding factors. Model specifications progressively incorporated additional
controls, with the fully specified model accounting for household characteristics, neighborhood fixed
effects, and seasonal patterns. Table 4 presents regression results for the composite LSI and its component
dimensions.

Table 4: Regression Results: Impact of Inflation on Living Standards Components

Dependent Variable Coefficient on Inflation 95% ClI p-value R2 Controls Included
Living Standards Index -1.42 [-1.68, -1.16] <0.001 0.67 Full set*
Economic Welfare -1.62 [-1.87,-1.37] <0.001 0.71 Full set

Food Security -1.87 [-2.13, -1.61] <0.001 0.74 Full set

Housing Quality -1.32 [-1.58, -1.07] <0.001 0.61 Full set

Asset Ownership -0.94 [-1.21, -0.67] <0.001 0.57 Full set

Health Status -1.58 [-1.82, -1.34] <0.001 0.65 Full set
Educational Attainment -0.89 [-1.13, -0.65] <0.001 0.56 Full set

Subjective Wellbeing -1.27 [-1.52, -1.02] <0.001 0.59 Full set

*Full set of controls includes household characteristics (income, size, dependency ratio, head's education,
employment sector), neighborhood fixed effects, and seasonal indicators.
Source: Analysis of combined household survey and inflation data
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In the fully specified model, a one percentage point increase in the annual inflation rate was associated
with a 1.42-point decrease in the Living Standards Index (95% CI: -1.68, -1.16), holding other factors
constant. This relationship was statistically significant (p<0.001) and economically meaningful,
suggesting that the 8.4 percentage point increase in inflation observed between 2015 and 2023 would
predict a 11.9-point decline in living standards, approximately 20% of the mean LSI value.
Component-specific regressions revealed heterogeneous effects across welfare dimensions. Food security
showed the largest coefficient (-1.87 points per percentage point of inflation), followed by economic
welfare (-1.62) and health status (-1.58). Educational attainment, while still negatively affected, showed a
smaller coefficient (-0.89), potentially reflecting households' efforts to protect educational investments
despite financial pressures.

Distributional Effects

Quantile regression results revealed that inflation's negative effect on living standards varied significantly
across the welfare distribution. The estimated effect was substantially larger at the 25th percentile
(coefficient=-1.86) compared to the 75th percentile (coefficient=-1.08), indicating that inflation exerts a
more severe impact on households already experiencing lower living standards.

Table 5: Quantile Regression Results: Differential Impact of Inflation Across Welfare Distribution

Welfare 25th Percentile 50th Percentile 75th Percentile Ratio
Component Coefficient Coefficient Coefficient (25th/75th)
Living  Standards ; o5 -1.43 -1.08 1.72

Index

Economic Welfare -2.05 -1.68 -1.12 1.83

Food Security -2.38 -1.92 -1.03 231
Housing Quality  -1.67 -1.31 -0.95 1.76

Health Status -2.24 -1.63 -0.97 2.31
Educational

Attainment -1.27 -0.86 -0.71 1.79

Source: Analysis of household survey and inflation data.

Note: All coefficients are significant at p<0.01

This regressive pattern was particularly pronounced for food security and health status dimensions, where
lowest-quartile households experienced effects approximately 2.3 times larger than highest-quartile
households. The underlying mechanisms, explored through qualitative data, include lower-income
households' greater expenditure share on inflation-sensitive necessities, limited inflation hedging
capacity, and restricted substitution options when facing price increases.

Panel Analysis

Fixed-effects models using retrospective data from 162 households with reliable multi-year information
confirmed the negative relationship between inflation and living standards while controlling for time-
invariant household characteristics. A one percentage point increase in annual inflation was associated
with a within-household decrease of 1.28 points in the Living Standards Index (95% CI: -1.51, -1.05).
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Table 6: Panel Data Analysis: Within-Household Effects of Inflation on Living Standards

Time Period Wlthl_n—HousehoId Coefficient on 95065l P Number of
Inflation value Households
Full Period (2015-2024) -1.28 E%J55]1 " <0.001 162
Moderate Inflation (2015- [-[1.23, -
2017) -0.92 0.61] <0.001 162
High Inflation (2018- [-1.76, -
2021) -1.47 1.18] <0.001 162
e [-1.42, -
Stabilization (2022-2024) -1.14 0.86] <0.001 162

Source: Analysis of panel component of household survey data

Notably, the panel analysis revealed lagged effects, with inflation's full impact on living standards
distributed over approximately 14 months. This temporal pattern suggests households initially employ
coping strategies that temporarily mitigate welfare impacts, but sustained inflation eventually overwhelms
these adaptive mechanisms.

Transmission Mechanisms and Adaptive Strategies

Qualitative data analysis identified four primary mechanisms through which inflation affected living
standards in Yenegoa:

1.

Purchasing power erosion: All household categories reported reduced consumption capacity,
with 86% of respondents indicating they could "buy much less with the same amount of money"
compared to five years earlier. This mechanism operated most directly on economic welfare and
food security dimensions.

Housing market effects: Rental inflation consistently exceeded general inflation, with annual
rent increases averaging 24.3% during the study period. This placed particular pressure on tenant
households (61% of the sample), many of whom reported relocating to lower-quality housing or
more distant neighborhoods to manage housing costs.

Human capital investment constraints: Households reported reducing educational and
healthcare expenditures in response to inflation, with 67% indicating they had delayed healthcare
due to cost concerns and 41% reporting educational compromises including reduced tutoring,
materials, or extracurricular activities.

Psychological burden: Inflation created significant financial stress and uncertainty, affecting
subjective wellbeing. Focus group participants consistently described anxiety about future price
increases, with phrases like "always worrying about tomorrow's prices" recurring across
interviews.

Households employed various adaptive strategies to mitigate inflation's welfare effects, with strategy
selection patterns differing by socioeconomic status:

1.

Consumption adjustments: 93% of households reported modifying consumption patterns,
including replacing preferred foods with cheaper alternatives (78%), reducing portion sizes
(62%), and eliminating discretionary expenditures (87%).

Income diversification: 58% of households had added income sources since 2020, with
secondary and tertiary occupations increasingly common, particularly among public sector
employees seeking to supplement eroding real wages.

Social network reliance: Informal support networks functioned as crucial safety nets, with 72%
of respondents reporting receiving material assistance from extended family, community
associations, or religious organizations during periods of accelerated inflation.

Financial strategies: Higher-income households reported inflation hedging through real asset
acquisition (property, vehicles) and foreign currency holdings, while lower-income groups
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increasingly utilized rotating savings associations (esusu/adashe) to maintain purchasing power
for lumpy expenditures.
Context-Specific Factors in Yenegoa
Several factors specific to Yenegoa's context emerged as important moderators of inflation's welfare
effects:

1. Transportation dependency: Yenegoa's riverine geography and infrastructure limitations create
high transportation costs that amplify inflation's effects. Food items transported from neighboring
states showed price increases averaging 5.8 percentage points higher than locally produced items.

2. Public sector employment concentration: With approximately 42% of formally employed
respondents working in public service, wage policy proved highly consequential for inflation
impacts. The 23-month gap between civil service wage reviews (2019-2021) corresponded with
substantial real income erosion and living standard declines among this population segment.

3. Rental market dynamics: Limited developable land and rapid urbanization created a structurally
tight housing market where landlords easily transferred inflation costs to tenants. Focus group
participants described a "landlord's market" where price negotiation was nearly impossible,
forcing adjustment through quality rather than cost reductions.

4. Social protection gaps: Less than 14% of surveyed households reported access to any formal
social protection program, creating high vulnerability to inflation shocks. Community-based
informal safety nets showed signs of strain during prolonged inflation, with reciprocity networks
weakening as all members experienced simultaneous pressure.

DISCUSSION

Comparative Analysis with Previous Research

This study's findings broadly align with previous research on inflation's welfare effects while providing
important context-specific insights for Yenegoa and similar Niger Delta urban centers. The observed
negative relationship between inflation and living standards (r=-0.78) is comparable to correlations
reported in other Nigerian studies, including Adenikinju and Omenka's (2023) multi-city analysis (r=-
0.72) and Nwankwo and Kalu's (2022) six-state study (r=-0.81). However, the magnitude of effects in
Yenegoa exceeds those typically reported for larger metropolitan areas, supporting Mensah et al.'s (2021)
observation that inflation's welfare impacts can be amplified in medium-sized cities with specific
structural characteristics.

The regressive distribution of inflation's effects—with greater impacts on lower-income households—
confirms patterns documented in broader developing economy literature (Cardoso, 2022) while providing
guantitative estimates specific to Bayelsa State's context. The approximately 2:1 ratio of effects between
lowest and highest welfare quartiles aligns with Akpan and Njokanma's (2023) findings from neighboring
Niger Delta states, suggesting regional commonalities in inflation vulnerability patterns across the Niger
Delta urban landscape.

The identified transmission mechanisms through which inflation affects welfare dimensions correspond
with channels documented in previous research, including Adeniran and Olorunfemi's (2022) work on
food security impacts and Ikpefan and Osabuchien's (2022) analysis of rental market dynamics. However,
this study provides additional empirical support for psychological burden as a distinct transmission
channel, addressing a gap in the quantitative literature while confirming qualitative insights from Yakubu
and Mohammed's (2022) study of inflation's psychological effects in northern Nigerian cities.
Theoretical Implications

The findings contribute to theoretical understanding of inflation-welfare relationships in several ways.
First, they provide empirical support for multidimensional conceptualizations of living standards when
analyzing inflation's effects, demonstrating that monetary measures alone inadequately capture welfare
impacts. The capabilities approach (Sen, 2020) offers a particularly appropriate framework for
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understanding inflation in resource-dependent regions, as it accounts for both direct purchasing power
effects and broader constraints on substantive freedoms.

Second, the findings of the study on differential impacts across socioeconomic groups contribute to
literature on inflation's distributional consequences. The observed regressive pattern supports theoretical
perspectives emphasizing how market power, information asymmetries, and differential access to
inflation hedging mechanisms create uneven vulnerability across populations (Cardoso, 2022). In
Yenegoa's context, these factors interact with structural characteristics of the local economy to produce
particularly pronounced disparities in inflation's welfare effects.

Third, the temporal dimensions of households' adaptive responses offer insights into resilience theory as
applied to economic shocks. The observed pattern—initial resistance through coping strategies followed
by eventual welfare decline under sustained pressure—suggests a "resilience threshold"” model where
households maintain functionality up to a certain inflation level or duration before experiencing
accelerated welfare deterioration.

Policy Implications

The findings carry several important policy implications for addressing inflation's welfare effects in
Yenegoa and similar contexts:

1. Targeted social protection: The demonstrated regressive impact of inflation suggests need for
protection mechanisms specifically designed for most affected groups. Cash transfer programs
indexed to local inflation rates rather than national averages would better preserve purchasing
power in high-inflation regions like Bayelsa State.

2. Housing market interventions: Given the outsized role of housing costs in living standard
deterioration, policies addressing rental market dynamics warrant priority. Options include tenant
protection regulations, public-private partnerships for affordable housing development, and land
use reforms to expand developable areas around Yenegoa.

3. Transportation infrastructure: The identified role of transportation costs in amplifying inflation
suggests strategic infrastructure investments connecting Yenegoa to food-producing regions
could moderate price pressures. Improved waterway transportation systems particularly warrant
consideration given the region's geography.

4. Public sector wage policy: The concentration of formal employment in public service makes
timely wage review policies crucial for maintaining living standards during inflationary periods.
Implementing inflation-indexed wage adjustments would protect this population segment while
supporting aggregate demand.

5. Local food systems: Strengthening local agricultural production and food processing capacity
could reduce dependency on imported food items that showed highest price volatility. Urban
agriculture initiatives and peri-urban farming incentives offer potential pathways for enhancing
food system resilience.

CONCLUSION

This study examined the relationship between inflation rates and living standards in Yenegoa, Bayelsa
State, using a mixed-methods approach combining macroeconomic analysis, household surveys, and
gualitative inquiry. The findings demonstrate a strong negative relationship between inflation and
multidimensional welfare measures, with effects operating through purchasing power erosion, housing
market dynamics, human capital investment constraints, and psychological burden. These impacts are not
distributed evenly, with lower-income households, those in informal employment, and tenants
experiencing disproportionate welfare declines during inflationary periods. The research contributes to
understanding inflation's welfare effects in medium-sized Nigerian cities, particularly those in resource-
dependent regions with distinctive economic structures. It demonstrates the importance of examining
inflation beyond aggregate measures to consider its differential impacts across population segments and
welfare dimensions. The findings highlight how context-specific factors including transportation
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dependencies, rental market dynamics, public sector employment concentration, and social protection
gaps—shape inflation's consequences in Yenegoa's unigue environment.

Policy responses must address both immediate welfare protection needs and structural factors that amplify
inflation's impacts in this context. Targeted social protection, housing market interventions, transportation
infrastructure development, public sector wage policy reform, and local food system strengthening
represent promising approaches for mitigating inflation's negative welfare effects. Implementation should
be informed by the demonstrated regressive pattern of impacts, prioritizing interventions that reach most
vulnerable population segments.

As Nigeria continues to experience inflationary pressures and Bayelsa State pursues economic
development goals, maintaining and improving living standards in Yenegoa will require integrated
approaches that address both macroeconomic stability and household-level resilience. By understanding
the specific mechanisms through which inflation affects welfare in this context, policymakers can design
more effective interventions to protect living standards during periods of economic volatility.

RECOMMENDATIONS
Based on the findings of this study, the following recommendations are proposed:

1. The Bayelsa State government should implement inflation-indexed social protection programs
specifically targeting low-income households in Yenegoa, with emphasis on food subsidies and
housing allowances that automatically adjust to local inflation rates rather than national averages.

2. The Central Bank of Nigeria should establish a specialized inflation monitoring unit for oil-
producing regions to track location-specific price dynamics and develop targeted monetary policy
interventions addressing the unique inflation patterns observed in cities like Yenegoa.

3. The Bayelsa State Civil Service Commission should institute semi-annual wage reviews for
public sector employees based on local inflation indicators to prevent erosion of purchasing
power, particularly given the concentration of formal employment in government sectors.

4. Local government authorities should create dedicated transportation corridors connecting
Yenegoa to food-producing areas in neighboring states, with subsidized freight costs for essential
commodities to reduce the transportation component of local inflation.

5. The Bayelsa State Ministry of Housing and Urban Development should implement rent control
regulations specifically for low and middle-income housing units, capping annual increases at
inflation rate plus 2% to prevent the disproportionate rental inflation observed in the study.

6. The State Ministry of Health should develop an essential medicines price control mechanism for
commonly used medications and treatments to mitigate the high correlation between inflation and
reduced healthcare access documented in this research.

7. Financial institutions operating in Bayelsa State should design inflation-protected savings
products specifically for informal sector workers to improve their resilience to price shocks, with
particular emphasis on options accessible without formal employment documentation.

8. The Bayelsa State government should establish community food banks in each of Yenegoa's
administrative zones, focusing on local staples with price stabilization as an explicit objective to
reduce food insecurity during inflation spikes.

9. Educational institutions in Yenegoa should implement flexible payment structures for school fees,
allowing installment options that align with income patterns of various household types to
prevent educational disruptions during periods of accelerated inflation.

10. The Federal Ministry of Agriculture should prioritize agricultural development initiatives specific
to Bayelsa State's riverine conditions, focusing on crops and techniques that can reduce
dependence on transported food items particularly vulnerable to inflationary pressures.
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