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 ABSTRACT: 

 

The main purpose of this research work was to examine the effect of social capital on trade 
in Nigeria. The sample for this study was the collection of time series secondary data from 
CBN gazette on the stated variables   to reflect the effect of social capital on trade in Nigeria 
within the stipulated period. Four hypotheses were postulated as a guide to this study and a 
simple Pearson’s product moment correlation was used to test the hypotheses at 0.05% level 
of significance. It was found out that there is significant relationship between social capital 
and trade, social capital and poverty reduction in Nigeria. Based on these findings, it was 
recommended that since there is a significant relationship between social capital and trade 
cum social capital and poverty reduction, then the  Nigerian Government  should engage in 
the production of goods and services in which they have comparative advantage, the 
concept of rule of law, mutual trust, reciprocity norms and values governing our land should 
not be treated with levity since trade involves interactions between human beings of 
different race, language, beliefs and culture, mutual trust and reciprocity will help enhance it 
development since individuals involve will be in the same pedal. Also, value reorientation and 
mental colonization of our human mind show be channel away from the belief and practice 
of the “mercantilists spirit” which was mainly wealth accumulation at all means in the altar 
of mutual trust and communality.   
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1.1                BACKGROUND TO THE STUDY: 

In the last ten years, there has been a resurgence of interest in the social and institutional 
dimensions of economic development (OCDE, 2002). Work in this field was pioneered by 
Hirschman 1956 and Adelman and Morris 1967, but in general the issues they had raised so 
bitterly were crowded out until the late 1980s. During the 1970s and 80s, Cold War rhetoric 
and ideological dichotomies (State planning versus free markets) dominated development 
discourse in First and Second World countries, while elites in the Third World (and many of 
their western scholarly counterparts) tended to blame forces beyond their borders for poor 
domestic performance. For more than thirty years, then, the role of national and local 
institutions—political, legal, and social—were largely neglected. A number of geo-political 
factors contributed to the turnaround in the 1990s, most prominent among them being the 
fall of communism, the rise of ethnic conflict, the ostensible difficulties of creating market 
institutions in transitional economies, the financial crises in Mexico, East Asia, Russia, and 
Brazil, and the enduring scourge of poverty in even the most prosperous economies. 
Meanwhile, policymakers, foreign investors, and aid agencies alike finally began to 
recognize that corruption, far from “greasing the wheels” in weak institutional 
environments, was in fact imposing serious and measurable net costs (World Bank, 1998). 
Faced with the glaring evidence that orthodox theories had neither anticipated these 
difficulties nor offered safe passage through them once encountered, attention returned to 
the social and institutional aspects. 

This was the demand side of the story. On the supply side, a remarkable series of 
publications combined to give social scientists greater confidence to address these long 
neglected themes. In economics, Nobel laureate Douglass North (1990) argued that formal 
and informal institutions (the legal structures and normative “rules of the game”) were 
crucial to understanding economic performance. In political science, (Putman, 1995)showed 
that the density and scope of local civic associations laid the foundations for the widespread 
dissemination of information and social trust, thereby creating the conditions underpinning 
effective governance and economic development. To be sure, the power of wealthy nations, 
corporations, and individuals to exert disproportionate influence in developing countries 
remains an important issue, but in the 1960s, 70s, and 80s the myopic focus by dependency 
theorists on these “external forces” trumped most serious efforts to examine “internal 
conditions”. Modernization theorists raised some of these concerns, but largely in unhelpful 
ways, e.g. examining national or ethnic “cultural traits” or levels of “achievement 
motivation,” which they believed were reflected in patterns and degrees of development. 
“Institutions”, “communities,” or even “corruption.” “Governments,” where discussed at all, 
are usually portrayed as rent-seeking and/or price distorting entities with little positive or 
proactive contribution to make to society other than the provision of essential public goods.   

Social capital according to (Fukuyama, 1995) as quoted by (Essia, 2005) is defined as the set 
of norms and values that promote and sustain communalism, peace, reciprocity and mutual 
trust. These non-material facts according to (Essia, 2005) are quite essential to the 
sustainability of human existence. However, social capital formation is dwarfed by the 



overwhelming influence of the mercantilist “spirit”. The cosmopolitan ideology of the 
modernity project. He further opined that, basically, mercantilist breeds individualism, rent 
seeking and unbridled competition. These” commercial habits” can adversely affect social 
capital formation and therefore threaten the sustainability of human existence. The solution 
to the current problems of modernity lies in the restructuring of human thinking away from 
“commercial habits” of the capitalist ideology. In relating social capital to trade policy, 
welfare economic development, basically it can be seen and be held in the sphere of a 
person or country’s supplies of some marketable endowments or services to acquire the 
means required to satisfy ends. An individual country’s supply is assumed to be some other 
country’s demand, and vice versa. This is the crux of the natural law philosophy that Adam 
Smith thought was invincible. 

          Again, to Essia (2005), human survival is impossible in isolation as no individual can be 
satisfied without commodity exchange. He further stresses that commodity exchange is thus 
a necessity for human survival in Smith’s analysis. Thus, economic considerations are 
therefore Adam Smith’s primary bases for social order and the tendency to “truck, barter 
and exchange”, hence, Adam Smith’s invincible natural equilibrating impulse is superior to 
any other artificially created by mankind. 

 

 

 

REVIEW OF RELATED LITERATURE: 

This segment will review related literature which espoused the views of other authors in 
relation to this researchtopic and it will be done under the following subheadings: brief 
overview of the concept of social capital as its relate to trade, social capital formation and 
its implication on trade policy in Nigeria,the effect of social capital formation on poverty 
reduction in Nigeria. 

A BRIEF OVERVIEW OF THE CONCEPT OF SOCIAL CAPITAL: 

The concept of social capital is vital in explaining social concept in the economy which 
should not be relegated to the background. It is a concept that gives credence to the 
processes of reciprocity and mutual trust that would enhance economic development in 
Nigeria, unfortunately, in Nigeria, the concept of social capital have not been given rightful  
place in the society as everybody is seen being driven by the mercantilists spirit of wealth 
acquisition at all means either through crook or genuine means which surprisingly, we tend 
to be concern with how much we can get and to what level we can get to gratify and satisfy 
our rent seeking attitude which is endemic in the minds of all Nigerians. It is no news that an 
average Nigerian will only engage in a venture which he or she will derived maximum 
marginal social benefits, though this is common with human existence right from the days of 
old, social capital has been abandon, battered and thrown to the dogs in search for wealth 
creation which on the other hand is the reason why corruption has become the bane of our 
present society.  Little wonder that (Essia, 2005) in expressing his view on the concept 
defined it to be the set of norms and values that promote and sustain communalism, peace, 



reciprocity and mutual trust. These non-material facts according to (Essia, 2005) are quite 
essential to the sustainability of human existence. However, social capital formation is 
dwarfed by the overwhelming influence of the mercantilist “spirit”. The cosmopolitan 
ideology of the modernity project. He further opined that, basically, mercantilist breeds 
individualism, rent seeking and unbridled competition. These” commercial habits” can 
adversely affect social capital formation and therefore threaten the sustainability of human 
existence. The solution to the current problems of modernity lies in the restructuring of 
human thinking away from “commercial habits” of the capitalist ideology. In relating social 
capital to trade policy and poverty reduction in Nigeria, basically it can be seen and be held 
in the sphere of a person or country’s supplies of some marketable endowments or services 
to acquire the means required to satisfy ends. An individual country’s supply is assumed to 
be some other country’s demand, and vice versa. This is the crux of the natural law 
philosophy that Adam Smith thought was invincible. 

          Again, to Essia (2005), human survival is impossible in isolation as no individual can be 
satisfied without commodity exchange. He further stresses that commodity exchange is thus 
a necessity for human survival in Smith’s analysis. Thus, economic considerations are 
therefore Adam Smith’s primary bases for social order and the tendency to “truck, barter 
and exchange”, hence, Adam Smith’s invincible natural equilibrating impulse is superior to 
any other artificially created by mankind. This also corroborated the works of Miguel Darcy 
de Oliveira a Brazilian political scientist on Citizen Participation and Social Capital 

Formation Resource mobilization for social development: the experience of 

ComunidadeSolidária in Brazil in his view, CommunicateSolidáriais a new type of 

political instrument created in the beginning ofthe Fernando Henrique 

Cardoso Administration in 1995. The mission of this tool was more ofa 

programme or a strategy than a formal institution - is to promote citizen 

participationand to forge new alliances between the State and civil society 

for enhanced resources tofight poverty and social exclusion in 

Brazil.ComunidadeSolidária is supported by the Government of Brazil, which 

provides itsinfrastructure and administrative services, but is not owned by 

it. Decisions concerningits policies and operations are taken by a council 

composed of four Ministers of State andtwenty-eight civil society leaders, 

including social entrepreneurs, NGO activists,businessmen, scholars and 

artists.This institutional design helps to ensure that the programme is 

able to open up newchannels of dialogue and communication between 

government and civil society.ComunidadeSolidária and the government are 

working together to promote and identifythe goals and synergies of social 

programmes for helping the poorest areas and groups ofthe country. It is 

also in contact with civil society to mobilize knowledge and resourcesfor 

the experimentation, evaluation and replication of innovative practices and 

initiativesin social development.Throughout its five years of resource 

mobilization and investment in social capital,ComunidadeSolidáriahas 

accumulated a wealth of knowledge and experience that cannow be 

conceptualized as a new frame of reference for the action of 

governmentagencies, citizen organizations and communities to generate 

social solidarity andsustainable development. 



In relating social capital to trade, and poverty reduction in Nigeria which is the main thrust 
of this research work, it can be seen and feel on the sphere  of  gaining a better 

understanding of how social capital has a multiplier effect on trade, welfare and overall 

economic development thereby reducing poverty in Nigeria and how effective this economic 

tool has been positioned into overall national development strategy in the economy, then the 

question arise: is there adequate machinery for social capital formation to bring about 

improvement in the trade volume in Nigeria and enhance welfare? secondly, what  multiplier 

effect does social capital has on poverty which could translate to improved economic welfare 

and finally to what extend does social capital enhance factor endowment policy of internal 

and international trade. The general question here is “how is social capital being factored into 

the national development plan through trade and welfare improvement to achieve widespread 

alleviation of poverty in a developing country like Nigeria and expansion of production and 

growth? Why has there been so much hope and faith in the capacity of social capital and 

trade to pull the economies of Africa out of the woods? The general perception is that social 

capital and trade as tools of economic growth holds the remedy and is often refers to as the 

engine of growth and development. So the question remains; to what extend does social 

capital and trade policies improves poverty, migration and general economic welfare in 

Nigeria”. This is what this research work will seek to find out. 

 

SOCIAL CAPITAL FORMATION AND ITS IMPLICATION ON TRADE POLICY IN NIGERIA. 

The concept of social capital was first introduced by (Coleman 1987, Coleman, 1988 and 
Coleman 1990). Social capital can be defined as "... the set of elements of the social 
structure that affect relations among people and are inputs or arguments of the utility 
and/or production function" (Schiff, 1992a). These elements include social norms, attitudes, 
values, language and culture. Social capital in the form of close ties to family and community 
may generate benefits by raising utility and by raising output (by reducing the cost of 
transacting business due to higher trust and enforceability of sanctions).  
 
 According to Essia (2005), human survival is impossible in isolation as no individual can be 
satisfied without commodity exchange. He further stresses that commodity exchange is thus 
a necessity for human survival in Smith’s analysis. Thus, economic considerations are 
therefore Adam Smith’s primary bases for social order and the tendency to “truck, barter 
and exchange”, hence, Adam Smith’s invincible natural equilibrating impulse is superior to 
any other artificially created by mankind. 
 In consonance with Essia’s proposition, (Putman 1995pp 67) opined that social capital 

refers to features of social organization such as networks, norms and social trust that 
facilitate coordination and cooperation for mutual benefit. For a variety of reasons, 
life is easier in a community blessed with a substantial stock of social capital. In the 
first place, networks of civic engagement foster sturdy norms of generalized 
reciprocity and encourage the emergence of social trust. Such networks facilitate 
coordination and communication, amplify reputations, and thus allow dilemmas of 
collective action to be resolved Finally, dense networks of interaction probably 
broaden the participants’ sense of self, developing the ‘I’ into the ‘we’, or (in the 
language of rational-choice theorists) enhancing the participants’ ‘taste’ for collective 
benefits.”  

 



According to (Portes, 1998) whose remarks was a search to find the origins of such a 
general idea means to review almost all the sociological literature since the 19th 
century (it’s tempting to add, even aSubstantial part of political philosophy and 
history of thought since Aristotle). In this first section, we tryto show how this rather 
undisputed idea is conceptualized in the main references of the dedicatedLiterature, 
and also to give an idea of the more general discourse accompanying 
conceptualization. 

 In consonance with Portes proposition, Coleman (1988) studied the impact of family 

structure. Bejas(1992)Showed that ethnicity acts as an externality which slows the 

convergence of human capital across ethnic groups over time. He further shows that ethnic 

capital is closely linked to ethnic neighborhoods (bejas 1995a). He concludes that further 

issues to be examined include the effects of interactions among ethnic groups. One such 

interaction which is examined here is that resulting from international migration.  Again, 

Katz & Stark (1984) examine international migration in the presence of informational 

asymmetries. They conclude that the impact of migration on social attitudes may be of great 

importance and should be incorporated if the theory is to be of use for policy analysis. This 

is what this paper intends to do.3 I examine the consequences of migration policy for 

migration, social capital, income and welfare of the various groups. 

Social capital formation is imperative in trade, in that trade is essential for a countries 

economic development; this is so because trade involves movement of humans, goods and 

services across board. 

 Since trade involves movement of commodities,   Coleman (1990) shows that the model 

which best explains trade flows are a modified Heckscher-Ohlin model with neutral 

technological differences and Armington-type home bias in consumption. 

To corroborate Coleman’s assertion, Davis & Weinstein (1997) compare the Heckscher-Ohlin 

model of comparative advantage with that of economic geography in order to explain the 

structure of OECD manufacturing production, and find that the former explain 90 percent, 

the latter only percent. And if this is true for the OECD, it is likely to hold even more strongly 

between the North and the South. 

Studies carry out by Balistreri (1997) which is also in line with Davis & Weinstein’s (1997) 

ideas in the case of Canada; also found that agents’ views on the distributional effects of 

trade liberalization are consistent with the predictions of the Heckscher-Ohlin model. 

To further buttress Davis & Weinstein (1997)  ideas, Dixit & Norman(1980 p. 148), drew a 

two-country model where one country has a general technological advantage and where 

each country's comparative advantage depends on relative factor endowments is referred 

to as a 'Ricardian' Heckscher-Ohlin model. Analysis of trade policy under imperfect 

competition can be found in Markusen, (1983), Baldwin & Venables (1994). To them, factor 

mobility under imperfect competition is examined in (Bejas, 1994). Heckscher-Ohlin model 

implies trade barriers reduce consumer surplus and generate deadweight losses for society. 

Uncompetitive producers gain at the expense of consumers and society.  



Protectionist policies are typically to the result of pressure from well-organized, narrow 
economic interests.  
Trade liberalization can be understood as a domestic collective action problem.  
Social capital (generalized trust and norms of reciprocity) increases potential for collective 
action among consumers.  

Policymakers in high social capital societies more likely to enact laws which maximize 

general welfare (free trade. 

According to Fafchamps & Minten, (2001, pp.680-85) A large number of 

studies have addressed the question of market integration in the post-

market reform era in sub-Saharan Africa. Relatively few have addressed 

the microeconomic behaviour of market participants, such as individual 

traders or firms. These studies highlight the importance of transaction 

costs facing individual traders, of the role of intermediaries, and of 

relationships and social capital. Even fewer studies have attempted to link 

trader characteristics and market behaviour with standards of market 

performance at the trader level. The objective of Fafchamps & Minten’s 

study was to fill this gap by documenting traders’ assets, their trading 

practices and commercial activities, and their capacity to undertake 

spatial and temporal arbitrage. The study presents original evidence for 

Benin, Madagascar, and Malawi on how traders’ assets, including 

financial, physical, human and social capital, influence their commercial 

activities and, ultimately, their arbitrage behaviour. An enduring puzzle in 

the market literature in sub-Saharan Africa, on which this study throws 

light, is why marketing margins remain high despite reforms and the 

relative lack of sophistication of liberalized markets. 

In conclusion, to Dietmarwellisch & Uwewalz (1998) despite the predictions of standard 
trade theory, countries in the North are not indifferent between free migration and free 
trade. Explanations include the redistributive policies of the welfare state. 
 

THE EFFECT OF SOCIAL CAPITAL FORMATION ON POVERTY REDUCTION IN NGERIA. 

In relating social capital to trade policy and poverty reduction in Nigeria, [38] opined 
that basically it can be seen and be held in the sphere of a person or country’s supplies 
of some marketable endowments or services to acquire the means required to satisfy 
ends. An individual country’s supply is assumed to be some other country’s demand, and 
vice versa. This is the crux of the natural law philosophy that Adam Smith thought was 
invincible. 

There are various models on social capital formation on poverty reduction in the 
literature: There is a reasonable presumption (and evidence) that growth will reduce 

poverty. However, is it possible to be more specific? One general feature is that the poor 

have a lower opportunity cost of time and a lower stock of financial and physical capital 



than the rich. Since social interaction is time-intensive, and since social capital can often 

substitute for private capital, the poor may choose to rely more upon social capital than 

the better off. However, there are sometimes countervailing considerations. To see this, 

this study will return to the three types of externality, each with its two mechanisms. 

Consider, first, the generation of knowledge externalities.  

The mechanisms are copying and pooling, and the key forms of social interaction for 

them are one-way informal SI and networks. Copying has one obvious feature which 

tends to make it distributional progressive: those with the most knowledge will tend to 

have higher incomes, and this is indeed the inducement for others to copy. Hence, 

copying can be expected to be powerfully poverty-reducing. There may, however, be 

barriers to the poor copying those with higher incomes.  

In line with this idea, Burger, Collier & Gunning (1996) study on social capital and 

agricultural trade in Kenya, found out that in Kenyan agriculture. Female-headed 

households do not copy male-headed households. Such limits to copying may not indicate 

the segmentation of information, since if agents are sufficiently different it would be 

unwise to copy their decisions. However, where the lack of copying corresponds to an 

obvious segmentation in social interaction, it is reasonable to infer that information is not 

flowing well. A similar barrier to the flow of information would be language or ethnicity. 

Potentially, these might produce substantial income disparities between identifiable social 

groups which, in turn, might be socially disruptive. There has been some work on ethnic 

differences in social capital. Similarly, the spatial concentration of copying can reinforce 

spatial differences in incomes. Pooling has more potential to be regressive, because it is 

intrinsically reciprocal. The membership of a network will tend towards those with 

similar amounts of knowledge (though each with different knowledge). Those with a lot 

of knowledge will simply find it more advantageous to pool with others who also have a 

lot of knowledge. Treating this similar knowledge ability aspect as a constraint upon 

which networks an agent can join, the incentive to join an information network is greater 

the greater the amount of information in the network. Hence, those with little knowledge 

to share are confined to networking with others with little knowledge and so have less 

incentive to do so that those with large amounts of knowledge. Pooling is therefore 

regressive in two ways: the more knowledgeable will have larger networks, and the 

information gain from each contact in the network will be larger. In effect, pooling 

introduces an exponent term onto private knowledge. There is a tendency to the social 

exclusion of the poor built into private incentives to pool knowledge. The second 

externality is the reduction in opportunism. The mechanisms are repeat transactions, and 

reputation. Repeat transactions have the effect of social exclusion to new entrants and so 

tend to disadvantage the poor. Reputation gears up the gain from repeat transactions. 

Repeats produce a promise-trust bilateral relationship, and reputation enables those who 

are in a promise-trust relationship to access many other transactions. Biggs shows how 

this disadvantages African-owned firms relative to Asian-owned firms in Kenya. The 

third effect is collective action, the mechanisms being norms and rules. Some of these 

norms and rules apply across the society, for example, Putnam‟s choirs build trust not just 

among those who belong to choirs but among the whole population. Such social capital is 

likely to be proportionately more beneficial to the poor since they are less able to invest in 

substitutes. For example, an agent is defended against crime both by private expenditures 

on security and by the norms and rulesof society. However, the poor are less able to 

afford private security expenditures and so are more dependent upon norms and rules. 

Generally, the victims of crime are disproportionately drawn from the poor, (which 

probably reflects differential security expenditures), so that the stronger are norms and 



rules the more the poor gain relatively. Other norms and rules apply only to the group. 

Thus, the rules of a club may make it an effective agency for increasing the incomes of its 

members. In general, the poor have more to gain from norms and rules than higher 

income groups and so have more incentive to join clubs and authorities. For example, in 

credit transactions social sanction and collateral assets are alternative means of reassuring 

the lender. Wealthy persons do not need social sanction, whereas the poor do. Similarly, 

the economies of scale which collective action facilitates are more likely to be otherwise 

unreachable by the poor: hence the membership of ROSCAs. Bates argues that it is the 

wealthy who are most tempted to exit from the obligations of kin groups. Finally, if the 

main cost of membership is time, the poor have an advantage since they face lower costs. 

There is, however, an offsetting tendency. The creation of clubs and authorities will 

generally require some leadership and leadership is much more likely to come from 

agents in higher income groups. They will be more respected, and so face lower costs of 

initiating collective action, and since initiative will tend to produce both leadership and 

income, the two will be correlated. If the clubs and authorities necessary for the 

creation of norms and rules are initiated predominantly by higher income groups, they will 

both tend to address the problems faced by higher income groups and tend to attract 

membership from higher income groups. This will especially be the case where the same SI 

performs the double role of pooling and coordination. To summarize, the distributional 

consequences of civil social capital are likely to be mixed. Copying will tend to be 

progressive, except for barriers of social segmentation; pooling, repeat transactions and 

reputation will tend to be regressive; and norms and rules will tend to be progressive, except 

where the concentration of leadership among higher income groups has the effect of 

marginalizing the interests and participation of the poor. 

What is the implication for a pro-poor public policy? The different distributional 

consequences of differing mechanisms suggests that public policy should both promote most 

heavily those mechanisms which are distributionally most progressive, and should attempt to 

redress the regressive aspects of the other mechanisms. Thus, the mechanism which most 

warrants public expenditure on distributional groups is probably the promotion of copying. 

The redressal of regressive effects of the other mechanisms may be more problematic. The 

regressive nature of repeat transactions and reputation is probably unavoidable. The most 

effective public intervention is likely to be to improve the government social capital 

substitute for opportunism-reducing civil social capital. For example, more effective courts 

and the strengthening of penalties against dishonored checks, both reduce the need for repeat 

transactions and reputation. Pooling is also unavoidably regressive. Here the best substitute is 

likely to be internalization through creating a market in information. For example, where 

there is a good financial press the business community is less reliant upon network pooling. 

More generally, policies which lower the cost of producing newspapers will shift information 

provision more into a market activity. Similarly, where there are credit-rating agencies, the 

value of information obtained through the network is reduced: African Kenyans would 

benefit relative to Asian Kenyans from the introduction of credit-rating agencies. Finally, the 

formation of clubs and hierarchies I have suggested requires leadership which is likely to 

come from higher income groups, whereas the benefits of such SI would otherwise accrue 

most to the poor. Public action may therefore be useful in supplying the initial leadership 

which establishes collective action SI among the poor. 

 

To buttress this point, Besley & Case (1993) model it in Indonesian agricultural innovation. 

Jones (1997) Models it in Ethiopian household decisions about primary education. She shows 

that there is an externality from the decision of a household to send a child to school because 



other households copy, possibly because they infer that the returns to education are higher. 

Burger, Collier, & Gunning (1996) Model it in Kenyan agriculture where they find evidence 

of gender segmentation: women copy women, and men copy men. In these studies the social 

interaction is implicit: spatial proximity is the proxy for interaction in the first two studies, 

gender-based association is implicit in the third. 

Also, The Narayan & Pritchet (1996) study measures the extent of village clubs. It finds 

evidence for a link from this form of social capital to agricultural innovation. Recall that a 

club contains all the S. I of both a network and one-way SI. Clubs also do much more, but 

these additional capacities are not, on the above analysis, important for knowledge diffusion.  

Nigeria is a country that is ravage with the issue of corruption which have eaten deep into the 

fabrics of the  society, the issue of social capital have been thrown to the dogs even with the 

advent of various developmental policies and strategies, but all seems to no avail, this is so 

because we are all driven by the mercantilists spirit of wealth accumulation, this in turn has 

an untold influence on our individual lives with all forms of evil perpetuated by our public 

office holders thereby making the poor to become more poorer and remain in perpetual 

poverty while the rich continue to be and exercise their bourgeois power on the poor 

proletariat. The solution to this is to restructure our minds away from commercial habit of 

rent seeking. 

 

 

 

METHODOLOGY: 

This research work will adopt experimental survey research design for its findings, to this 

end; the data for the research is a secondary time series data collected from the Central 

Bank of Nigeria CBN gazette. The choice of this survey design is necessitated by the fact that 

the researcher is interested in observing what is happening to the sample subjects or 

variable without any attempt to manipulate or control them. Also, the survey design adopts 

both cross sectional and longitudinal designs to its findings, the cross sectional research of 

survey design uses descriptive, exploratory, and explanatory designs using time as a 

constant while the longitudinal survey design acknowledges that time exist but tend not to 

measure but accept it as a factor responsible for changes in the independent variables. 

Survey research involves the collection of data to accurately and objectively describe 

existing phenomena. Again, Jones (1997) describes the survey research as that which is 

directed towards determining the nature of a situation, as it exists at the time of 

investigation. The research instrument used for obtaining the secondary data is the CBN 

publication and journals as well as its gazette and the Federal Office of Statistics data on 

under listed variables. The data was collected, collated and tabulated based on the 

individual variables, and then a regression analysis was conducted for further interpretation 

and analysis. In this research study, the data for the study covers thirty (30) years period 

specify in the research topic. The sample size for this study was the collection of 

Export/Import over GDP data, and  poverty rate  data from the Central Bank of Nigeria 



gazette and the National Bureau of Statistics over the thirty (30) years period (i.e. from 1980 

– 2010). The sample was selected on the basis of probability sampling techniques through 

stratified sampling method. The model specify for this study takes care of both the 

endogenous and the exogenous variables. The endogenous variables are the social capital 

(SC) in time t, while the exogenous variables are openness (export/import) over GDP in time 

t, and poverty rate (PV) in time t.   Pearson Product Correlation was used to analyze the data 

for the findings. The model specification which is the regression formulae is as follows: 

 

SCt = IMt + EXP  t   +   PVt    where     SCt =Social Capital in time t 

                 GDPt                                        IMt = Import in time t 

                                                                   EXPt = Export in time t 

                                                                   GDPt = Gross Domestic Product in time t 

                                                                   PVt = Poverty in time t 

 

The table for the analysis is as follows: 

 Table 1.1: Nigeria Relative Poverty Headcount 1980 – 2010 

 
 
YEAR 

 
 
POVERTY 
INCIDENCE(%) 

 
 
ESTIMATED 
POPULATION (MN) 

 
 
POPULATION IN 
POVERTY (MN) 
 

 
            1980 
 
 
             1985 
 
 
            1992 
 
           1996 
 
           2004 
 
             2010 

 
               27.2 
 
 
              46.3 
 
 
              42.7 
 
              65.6 
 
              54.4 
 
              69.0    

 
             65.0 
 
 
              75.0 
 
 
              91.5 
 
               102.3 
 
               126.3 
 
                163.0        

 
             17.1 
 
 
             34.7 
 
 
             39.2 
 
              67.1  
 
               68.7 
 
               112.47 

Source: National Bureau of Statistics 

Table 1.2:  Showing calculation of the variables 



Variables  
         X 

 
       Y 

 
   r- value 

 
Im + Ex  (X) 
     GDP 
 
 
Poverty (PV) 

 
          1.0521 
 
 
 
 

 
 
 
 
 
        49.89 

 
 
 
       0.9999 
 
 

N= 30, ∑Xi = 31.5637, ∑yi = 1496.7,DF = 28 , Critical value =1.87  , calculated value = 0.999, 

IM = Import, EX= Export, GDP = Gross Domestic Product and IM + EX = Import + Export 

over GDP 

GDP 

 

 

 

RESULT: 

The result of table 1.2 it can be induced that since calculated r – value = 0.99 and the critical 

or table value = 1.87, at a degree of freedom DF = 28, and at 0.5% level of significance then 

the null hypothesis is rejected showingthat there is a significant relationship between social 

capital and trade as well as social capital and poverty reduction in Nigeria, this is in line with 

the views of various authors espoused in the research literature above. 

 

 

DISCUSSION OF FINDINGS: 

The result of table 1.2 shown above expresses the views of various authorities discuss in the 

literature review. It therefore shows that there is a significant relationship between social 

capital and trade. This is so because trade involves the interactions between two individuals 

of difference race, language, culture, norms and beliefs, so there is need for the two 

individual concerns to imbibe the culture and spirit of truth, reciprocity, mutual trust and 

common norms to be able to transact the business of trade.  

This is in line with Putman (1995, pp. 67) proposition that social capital refers to features 

of social organization such as networks, norms and social trust that facilitate 

coordination and cooperation for mutual benefit. This also corroborated (Fukuyama 

1995) idea as quoted by (Essia, 2005) who defined as the set of norms and values that 



promote and sustain communalism, peace, reciprocity and mutual trust.  Also, (Essia, 

2005) again added thathuman survival is impossible in isolation as no individual can be 

satisfied without commodity exchange. He further stresses that commodity exchange is thus 

a necessity for human survival in Smith’s analysis. Thus, economic considerations are 

therefore Adam Smith’s primary bases for social order and the tendency to “truck, barter 

and exchange”, hence, Adam Smith’s invincible natural equilibrating impulse is superior to 

any other artificially created by mankind. 

Consequently, (Schiff, 1992a) sees social capital as set of elements of the social structure 

that affect relations among people and are inputs or arguments of the utility and/or 

production function. To him, these elements include social norms, attitudes, values, 

language and culture. Social capital in the form of close ties to family and community may 

generate benefits by raising utility and by raising output (by reducing the cost of transacting 

business due to higher trust and enforceability of sanctions. Furthermore, Fafchamps & 

Minten (2001, pp. 680-85) in studying the effect of trade on Agricultural 

trade also opined that “a large number of studies have addressed the 

question of market integration in the post-market reform era in sub-

Saharan Africa. Relatively few have addressed the microeconomic 

behavior of market participants, such as individual traders or firms”. 

The result from table 1.2 also shows that there is a significant relationship 
between social capital and poverty reduction in Nigeria, this is so because 
Nigeria is a country that is ravage with the issue of corruption which have eaten deep into the 

fabrics of the  society, the issue of social capital have been thrown to the dogs even with the 

advent of various developmental policies and strategies, but all seems to no avail, this is so 

because we are all driven by the mercantilists spirit of wealth accumulation, this in turn has 

an untold influence on our individual lives with all forms of evil perpetuated by our public 

office holders thereby making the poor to become more poorer and remain in perpetual 

poverty while the rich continue to be and exercise their bourgeois power on the poor 

proletariat. The solution to this is to restructure our minds away from commercial habit of 

rent seeking. 

To support this view and in line with the result from table 1.2, again (Essia, 2005)in 
expressing his view on the concept defined it to be the set of norms and values that 
promote and sustain communalism, peace, reciprocity and mutual trust. These non-material 
facts according to him are quite essential to the sustainability of human existence. However, 
social capital formation is dwarfed by the overwhelming influence of the mercantilist 
“spirit”. The cosmopolitan ideology of the modernity project. He further opined that, 
basically, mercantilist breeds individualism, rent seeking and unbridled competition. These” 
commercial habits” can adversely affect social capital formation and therefore threaten the 
sustainability of human existence. The solution to the current problems of modernity lies in 
the restructuring of human thinking away from “commercial habits” of the capitalist 
ideology. 

 In relating social capital to trade policy and poverty reduction in Nigeria, (Essia, 2005) again 
opined that basically it can be seen and be held in the sphere of a person or country’s 



supplies of some marketable endowments or services to acquire the means required to 
satisfy ends. An individual country’s supply is assumed to be some other country’s demand, 
and vice versa. This is the crux of the natural law philosophy that Adam Smith thought was 
invincible. 

 

 

CONCLUSION: 

This study dwells extensively on the effect of social capital on trade in Nigeria from 1980 – 
2010. From the analysis and findings so far, it can be inferred that social capital has a 
significant effect on trade and poverty reduction. To this end, it was recommended that 
Nigeria should imbibe the spirit of mutual trust, reciprocity, value reorientation, respect for 
the rule of law and complete turnaround from the “commercial habit” or “mercantilists’ 
spirit” because according to (Essia, 2005), the current problem of modernity lies in the 
restructuring of human thinking away from this monster called “commercial habits” of the 
capitalist ideology. Nigeria is a country that is ravage with the issue of corruption which have 

eaten deep into the fabrics of the  society, the issue of social capital have been thrown to the 

dogs even with the advent of various developmental policies and strategies, such as SAP, 

NEEDS, MDGs, and now SURE-P, but all seems to no avail, and have all fail to address the 

issue of poverty and corruption, this is so because we are all driven by the mercantilists spirit 

of wealth accumulation, this in turn has an untold influence on our individual lives with all 

forms of evil perpetuated by our public office holders thereby making the poor to become 

more poorer and remain in perpetual poverty while the rich continue to be and exercise their 

bourgeois power on the poor proletariat. The solution to this is to restructure our minds away 

from commercial habit of rent seeking. 
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