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ABSTRACT

Political loyalty remains a defining feature of many developing political systems where access to
economic opportunities is closely linked to relationships with governing elites. In Nigeria, the
interaction between political networks and economic outcomes reflects a broader structure often
described as crony capitalism, in which informal connections shape the allocation of state resources.
This study examines how political loyalty influences welfare outcomes in Nigeria’s political ecosystem
by focusing on access to government contracts, public-sector appointments, and related economic
advantages. Using a panel dataset constructed from public records and governance indicators, the study
employs econometric analysis to evaluate the relationship between political connections and
measurable welfare outcomes. The findings reveal a strong, statistically significant association between
political loyalty and improved economic welfare, suggesting that individuals and firms embedded in
elite networks are more likely to benefit from state-mediated opportunities. At the same time, the results
indicate that such patterns may contribute to unequal access to economic resources and weaken
institutional accountability. By providing empirical evidence on the welfare implications of political
loyalty, the study advances the literature on patronage politics and political economy in emerging
democracies. The findings also highlight the importance of institutional reforms to promote
transparency, strengthen governance structures, and ensure that economic opportunities are allocated
through fair and competitive processes rather than through informal networks of political allegiance.

Keywords: Political loyalty, crony capitalism, patronage networks, political economy, welfare
distribution, elite networks

INTRODUCTION

Political loyalty has historically played a significant role in shaping governance structures
and economic outcomes in many developing political systems. In political environments
characterized by weak institutional constraints and strong personal networks, access to
economic resources often depends on allegiance to political elites rather than on formal
institutional mechanisms. Nigeria provides a compelling context for studying this
phenomenon because its political economy has long been shaped by networks of patronage,
elite alliances, and reciprocal relationships between political actors and their loyal supporters.
Crony capitalism is an economic system in which business success depends heavily on close
relationships between private actors and political authorities. In such systems, political
influence can shape the allocation of state resources, public contracts, regulatory decisions, and
employment opportunities. Scholars of political economy argue that crony capitalism often
emerges in environments where institutions are fragile and where political power is
concentrated among a relatively small group of elites (Krueger, 1974; Acemoglu & Robinson,
2012). Within this context, political loyalty becomes an important currency through which
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individuals gain access to economic advantages. Nigeria’'s political ecosystem exhibits many
of the characteristics of patronage-based political economies. Since the return to democratic
governance in 1999, political competition has intensified across federal, state, and local levels
of government. However, political mobilization frequently relies on networks of loyal
supporters who provide campaign assistance, electoral mobilization, and public advocacy for
political leaders. In exchange, these loyalists often receive various forms of welfare benefits,
including political appointments, government contracts, preferential employment
opportunities, and informal economic privileges. The distribution of such benefits has
important implications for governance and economic development. On one hand, patronage
networks may provide informal welfare mechanisms in societies where formal social
protection systems remain limited. Political loyalists may rely on their connections to secure
employment opportunities or economic assistance that might otherwise be unavailable
through formal institutional channels. On the other hand, critics argue that loyalty-based
resource allocation can undermine institutional accountability, distort market competition,
and reinforce economic inequality (Khan, 2010; Osho et al., 2005).

Understanding the welfare implications of political loyalty is therefore essential for
evaluating the broader consequences of patronage politics. While numerous studies have
examined corruption and elite capture in developing economies, fewer have systematically
investigated how political loyalists themselves benefit from these networks and how these
benefits shape the structure of political competition (Osho & Ebalunode, 2019). This study
contributes to the literature by examining the welfare outcomes associated with political
loyalty within Nigeria’s political economy. Specifically, the research investigates whether
individuals and organizations that maintain close political relationships with governing elites
experience measurable economic advantages relative to those outside such networks. The
study adopts a political economy framework that integrates insights from patron-client theory,
elite theory, and the literature on crony capitalism. By combining these perspectives with
empirical analysis, the research seeks to provide a more comprehensive understanding of how
political loyalty influences welfare distribution within Nigeria’s political ecosystem. The
findings have important implications for policy debates surrounding governance reform,
institutional transparency, and economic development. By examining the mechanisms
through which loyalist networks influence the distribution of economic benefits, the study
provides insights into how patronage politics may shape both political stability and economic
inequality within emerging democracies (Osho, 2005).

This study seeks to understand the relationship between political loyalty and welfare
outcomes within Nigeria’s political economy. The analysis examines whether individuals or
organizations connected to political elites experience measurable economic benefits through
patronage networks.

The central research question guiding the study is whether political loyalists receive
greater access to economic welfare benefits than individuals who lack strong political
connections. Building on this question, the study also examines the mechanisms by which
political loyalty shapes access to government contracts, political appointments, and public-
sector employment opportunities.

The following hypotheses guide the empirical analysis.

H1: Political loyalty increases the probability of receiving government contracts and

procurement opportunities.

H2: Political loyalists have a higher likelihood of obtaining public sector appointments

relative to non-loyalists.
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H3: Political loyalty is positively associated with improved economic welfare outcomes
such as income growth and business opportunities.

H4: Higher levels of patronage distribution are associated with weaker institutional
governance and reduced market competition.

These hypotheses are consistent with theoretical arguments in political economy suggesting
that patronage networks influence both economic resource allocation and political stability
within emerging democracies (Acemoglu & Robinson, 2012; North, Wallis, and Weingast,
2009).

METHODS

This study adopts a quantitative empirical strategy to examine the relationship between
political loyalty and welfare outcomes within Nigeria’s political ecosystem. The analysis is
designed to evaluate whether political affiliation and connections to governing elites influence
the distribution of economic benefits such as government contracts, political appointments,
and access to economic opportunities. The methodological approach is grounded in the
political economy literature, which emphasizes the empirical measurement of institutional
relationships between political networks and economic outcomes (Acemoglu & Robinson,
2012; North, Wallis, and Weingast, 2009).

Data

The dataset used in the analysis is constructed as a panel structure spanning multiple years
and a cross-section of individuals and firms operating within Nigeria’s political economy.
Panel data allow the study to capture both cross-sectional variation and temporal changes in
political and economic relationships. The use of panel data is particularly appropriate in the
context of political economy research because it allows for the estimation of models that
control for unobserved characteristics that may influence welfare outcomes over time. The
empirical analysis utilizes a balanced panel dataset consisting of politically connected firms,
politically exposed individuals, and government linked economic actors operating across
twelve Nigerian states between 2010 and 2024. The observation period captures multiple
electoral cycles, changes in governing political parties, and variations in institutional and
economic conditions across Nigeria’s federal political structure. The units of observation
include firms operating in procurement intensive sectors such as construction, energy,
logistics, public infrastructure, and consultancy services, as well as politically exposed
individuals who occupied appointed administrative or executive positions during the study
period.

Data collection was conducted using multiple publicly accessible sources in order to
improve transparency and empirical credibility. Information on government procurement
contracts was obtained from federal and state procurement agencies, public budget
implementation reports, and official contract disclosure portals. Data relating to political
appointments were compiled from government gazettes, ministerial publications, executive
appointment records, and public service commission reports. Economic indicators and firm
characteristics were derived from business registries, financial disclosures, annual reports, and
national statistical publications. Institutional governance indicators were obtained from
governance assessment reports and international development databases that evaluate
regulatory quality, institutional accountability, and administrative effectiveness within
Nigeria.
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Variables

The dependent variable in the study is the Welfare Index, which measures the level of
economic advantage associated with political connections. The index was constructed using a
composite scoring framework that incorporates access to procurement contracts, political
appointments, government linked business opportunities, and observable financial
advantages derived from state mediated economic activities. The index was normalized on a
scale ranging from zero to one, where higher values represent greater welfare benefits
associated with political networks. The principal explanatory variable is Political Loyalty.
Because political loyalty is inherently difficult to observe directly, the study operationalizes
this concept using measurable indicators derived from documented political relationships. The
Political Loyalty Index was constructed using five indicators consisting of ruling party
affiliation, campaign participation, repeated procurement relationships with government
agencies, political appointments or endorsements, and publicly documented elite political
connections. Each component was assigned a weighted score and aggregated into a
standardized index ranging from zero to one. Higher values indicate stronger political
alignment and closer proximity to governing political elites. This operationalization is
consistent with empirical approaches used in studies examining political connections and elite
patronage systems in developing political economies (Faccio, 2006).

The study also incorporates several control variables in order to isolate the independent
effect of political loyalty on welfare outcomes. Institutional Quality measures the effectiveness
of governance structures, transparency mechanisms, and regulatory oversight across the states
included in the dataset. Firm Size is included to account for the possibility that larger
organizations possess greater administrative capacity and stronger economic influence.
Sectoral and regional controls are also incorporated to capture structural differences in
economic opportunities across industries and geographic areas. The baseline econometric
specification is expressed as:

Welfare;; = a + f1Loyalty;; + B.InstitutionalQuality;; + B3EconControls; +

it (1

In this equation, Welfare;; represents the welfare outcome for individual or firm 7 in period
t. Loyalty measures the level of political loyalty or connection to political elites (Ojumu et al.,
2024). InstitutionalQuality;; captures the institutional environment within which economic
activity occurs. EconControls;; represents additional firm-level and macroeconomic variables
that influence welfare outcomes. The term ¢;; represents the stochastic error component.
Because the dataset contains panel observations across multiple time periods, the empirical
strategy also incorporates fixed-effects estimation to control for unobserved heterogeneity
across individuals and organizations (Osho, 2023; Osho, 2024). The fixed effects specification
is expressed as
Welfare;; = a; + [ Loyalty;, + v Xie + U + €t (2)

In this formulation, o; represents individual-specific fixed effects that capture unobservable
characteristics such as managerial ability or long-term political relationships. The term w
represents time-specific shocks that may influence economic conditions in a particular period.
The empirical estimation is conducted using ordinary least squares regression with robust
standard errors to correct for potential heteroskedasticity in the error term. Prior to the
regression analysis, descriptive statistics and correlation matrices are generated to examine the
distributions of the variables and their preliminary relationships. These diagnostic procedures
provide an initial assessment of the empirical structure of the dataset and help ensure the
robustness of the econometric results (Osho et al., 2005; Ojumu et al., 2025). This
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methodological approach provides a systematic empirical evaluation of the relationship
between political loyalty and welfare outcomes within Nigeria’s political economy. The
combination of panel data analysis and econometric modeling enables the research to identify
statistically significant patterns in the distribution of economic benefits associated with political
networks while controlling for institutional and economic factors that may influence these
outcomes.

Conceptual Framework

The conceptual framework of this study explains how political loyalty influences welfare
outcomes within a political economy characterized by patronage networks and crony capitalist
structures. In many developing political systems, economic opportunities are not determined
solely by market competition or institutional rules. Instead, access to economic benefits often
depends on informal relationships between political elites and their loyal supporters. Political
loyalty, therefore, functions as an informal institutional mechanism that shapes the
distribution of economic resources. Within this framework, loyal supporters provide political
assistance through campaign mobilization, electoral support, and political advocacy. In
contrast, political elites reciprocate by allocating economic opportunities and welfare benefits
to those who demonstrate sustained loyalty. The framework draws on theories of patron-client
relationships, elite political networks, and institutional political economy. Patron-client theory
explains how political leaders exchange material benefits for political support, thereby creating
reciprocal relationships between elites and loyal followers (Scott, 1972). The literature on crony
capitalism further suggests that political connections often influence the allocation of contracts,
regulatory advantages, and business opportunities within political systems where economic
power and political authority are closely intertwined (Krueger, 1974; Acemoglu & Robinson,
2012). In such environments, political loyalty can function as social capital, enhancing an
individual’s ability to access state-mediated resources.

Within the conceptual model, welfare outcomes are the observable economic benefits
individuals or organizations obtain from participating in political networks. These advantages
may include government procurement contracts, political appointments within public
institutions, preferential regulatory treatment, or improved access to financial resources and
economic opportunities. Welfare outcomes, therefore, reflect the economic benefits that arise
from participation in political patronage networks. Political loyalty is the central explanatory
variable in the conceptual framework. Loyalty reflects the extent to which individuals or
organizations maintain relationships with political elites or governing authorities. Higher
levels of loyalty indicate stronger political connections and greater participation in elite
political networks. These connections may increase the probability that individuals will benefit
from the distribution of state resources. Institutional governance structures represent an
additional dimension of the framework. Institutional quality captures the strength of
regulatory oversight, transparency mechanisms, and administrative accountability within the
political system. Strong institutions may constrain the extent to which political loyalty
determines economic outcomes, while weak institutions may allow patronage networks to
operate more freely. The institutional environment, therefore, influences the degree to which
political loyalty affects welfare outcomes. Broader economic conditions also shape welfare
outcomes. Economic growth, market structure, and sectoral characteristics can influence the
availability of economic opportunities within the political system. These structural economic
conditions may interact with political loyalty by determining how resources are distributed
across individuals and organizations.
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The conceptual relationship among these variables can be expressed as a functional relationship
in which welfare outcomes depend on political loyalty, institutional governance structures, and
the broader economic environment.

Welfare =
f (Political Loyalty, Institutional Structure, Economic Environment) 3)

To operationalize this relationship for empirical analysis, the conceptual model can be
expressed in econometric form (Osho, 2019):

Welfare =
f(Political Loyalty, Institutional Structure, Economic Environment) 4
M/i:60+61Li+021i+63Ei+8i (5)

In this equation, W; represents the welfare outcome for individual or organization i. The
variable L; measures the level of political loyalty or connection to political elites. The variable
i represents institutional governance characteristics that influence how economic resources are
allocated within the political system. The variable E; captures broader economic conditions that
affect the availability of economic opportunities. The error term ¢; represents unobserved factors
that may also influence welfare outcomes.

The framework assumes that higher levels of political loyalty increase the likelihood that
individuals will receive economic advantages through patronage networks. These advantages
may arise through mechanisms such as government procurement, public sector employment
opportunities, regulatory privileges, or preferential access to financial resources. The
conceptual model, therefore, predicts a positive relationship between political loyalty and
welfare outcomes.

By integrating insights from political economy theory with empirical modeling, the conceptual
framework provides a structured explanation of how informal political relationships influence
the distribution of economic resources within Nigeria’s political ecosystem. The framework
also provides the theoretical foundation for the econometric analysis that examines the
relationship between political loyalty and welfare outcomes in the empirical section of the
study. Therefore, because reverse causality may exist between welfare outcomes and political
loyalty, additional robustness procedures were introduced into the empirical design.
Economically successful firms or individuals may possess greater capacity to cultivate political
relationships rather than benefiting solely from political loyalty itself. To reduce this possibility,
lagged political loyalty variables were incorporated into alternative model specifications. The
lagged specification is expressed as

Welfare;; = a + f1Loyalty;._1 + B2InstitutionalQuality;, +

B3ProcurementAccess; + + ByPolitical Appointments;; +

YXict €ie (6)

RESULT AND DISCUSSION

The results indicate that political loyalty has a statistically significant positive relationship
with welfare outcomes. Individuals and firms that maintain stronger connections with political
elites are more likely to obtain economic benefits through state-mediated channels. The
empirical analysis evaluates the relationship between political loyalty and welfare outcomes
within Nigeria’s political ecosystem. The results are presented using descriptive statistics,
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correlation analysis, and regression analysis to provide a comprehensive understanding of the
underlying relationships among the variables. The descriptive statistics provide an initial
overview of the distribution of the key variables used in the analysis. At the same time, the
regression results estimate the magnitude and statistical significance of the relationship
between political loyalty and welfare outcomes. Table 1 presents the descriptive statistics for
the variables included in the model. The welfare index, which represents access to economic
opportunities associated with political connections, has a mean value of 0.58 with a standard
deviation of 0.21. This suggests moderate variation in welfare outcomes across individuals and
tirms within the dataset. The political loyalty variable has a mean of 0.44, indicating that a
substantial proportion of observations exhibit measurable levels of political affiliation or
connection to political actors. Institutional quality exhibits a mean value of 0.52, suggesting
moderate institutional strength across the political environment under examination.

Firm size shows a mean value of 3.12, reflecting variation in the scale of organizations
participating in the political economy. The distribution of the welfare index suggests that while
some actors benefit significantly from political networks, others experience relatively limited
economic advantages. This variation is consistent with previous studies that highlight uneven
access to economic opportunities within patronage-based political systems (Acemoglu &
Robinson, 2012). Political loyalty also shows substantial dispersion, indicating the presence of
both politically connected and politically independent actors in the dataset.

Table 1: Descriptive Statistics

Variable Mean Std Dev Min Max
Welfare Index 0.58 0.21 0.10 0.92
Political Loyalty 0.44 0.30 0.00 1.00
Institutional Quality 0.52 0.18 0.20 0.81
Firm Size 3.12 1.04 1.00 5.00

Figure 1 shows the distribution of the welfare index across levels of political loyalty. The
graph shows a clear upward trend: higher levels of political loyalty are associated with higher
average welfare outcomes. This pattern provides preliminary visual evidence that individuals
and firms with stronger political ties tend to experience greater economic advantages within
the political system.
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Figure 1. Relationship between Political Loyalty and Welfare Outcomes

The correlation matrix provides an initial examination of the linear relationships among the
principal variables included in the empirical analysis. The results show that the welfare index
has the strongest positive correlation with political loyalty, with a coefficient of 0.547. This
relationship suggests that individuals and organizations with stronger political connections tend
to experience higher levels of economic welfare outcomes (Uwakonye et al., 2020). The
magnitude of this correlation is consistent with theoretical expectations in the political economy
literature, which argue that political loyalty often facilitates access to economic opportunities
and state-mediated benefits (Acemoglu & Robinson, 2012). Institutional quality also shows a
moderate positive correlation with welfare outcomes (0.392), suggesting that stronger
institutional environments may contribute to improved economic conditions. Firm size shows
a smaller but still positive correlation with welfare outcomes (0.315), suggesting that larger
organizations may have advantages in accessing political networks or economic opportunities.
The relatively modest correlations among the explanatory variables indicate that
multicollinearity is unlikely to present a significant concern for the regression models used in
the analysis. Overall, the correlation matrix provides preliminary empirical support for the
hypothesis that political loyalty is closely associated with welfare outcomes within Nigeria’s
political ecosystem.

Table 2. Correlation Matrix

Variable Welfare Index Political Loyalty InSQtIEE:;al Firm Size
Welfare Index 1.000
Political Loyalty 0.547 1.000
Institutional Quality 0.392 0.268 1.000
Firm Size 0.315 0.221 0.184 1.000
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To further examine the relationship between the variables, an ordinary least squares
regression was conducted. The regression model evaluates the extent to which political loyalty
influences welfare outcomes while controlling for institutional quality and firm characteristics.
Table 3 presents the results of the baseline regression model.

Table 3: Baseline Regression Results

Variable Coefficient Std Error p value
Political Loyalty 0.312 0.041 0.001
Institutional Quality 0.155 0.038 0.002
Firm Size 0.084 0.021 0.004
Constant 0.214 0.052 0.000

The regression results indicate that political loyalty is positively and statistically
significantly associated with welfare outcomes. The coefficient of 0.312 indicates that an
increase in political loyalty is associated with a substantial increase in the welfare index,
holding other variables constant. The statistical significance of this coefficient suggests that
political loyalty is an important predictor of economic advantage within the political system.
This finding is consistent with the literature on patronage networks, which emphasizes that
political connections often facilitate access to economic resources and opportunities (Faccio,
2006). Institutional quality also shows a positive and statistically significant relationship with
welfare outcomes. The coefficient of 0.155 suggests that stronger institutional environments
are associated with improved welfare outcomes. This result may reflect the possibility that
institutional structures influence the efficiency of resource allocation within the political
system. While patronage networks remain influential, stronger institutions may enhance
transparency and reduce inefficiencies in the distribution of economic benefits. Firm size also
appears to affect welfare outcomes positively. The coefficient of 0.084 indicates that larger
firms tend to experience slightly higher welfare outcomes compared with smaller firms. This
relationship may reflect the ability of larger organizations to build stronger political networks
or to leverage their economic influence in political decision-making. Figure 2 presents a
graphical representation of the estimated coefficients from the regression analysis. The chart
illustrates the relative magnitudes of the explanatory variables in influencing welfare
outcomes.
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Figure 2. Estimated Effects of Key Variables on Welfare Outcomes

Figure 2 highlights that political loyalty has the largest effect among the explanatory

variables included in the model. This suggests that political affiliation and loyalty networks
may play a stronger role in determining welfare outcomes than institutional conditions or firm
characteristics. The overall regression model demonstrates strong explanatory power, indicating
that the variables included in the analysis capture key elements of the relationship between
political networks and economic welfare. These findings provide empirical support for the
argument that political loyalty serves as a significant mechanism for distributing economic
opportunities within systems characterized by patronage and crony capitalism. Thus, the results
provide strong evidence that political loyalty significantly influences welfare outcomes within
Nigeria’s political ecosystem. Individuals and firms that maintain stronger relationships with
political elites are more likely to obtain economic benefits through state-mediated channels such
as public procurement, regulatory advantages, and preferential access to government resources.
These findings contribute to the broader literature on political economy by providing empirical
evidence on the welfare implications of patronage networks in emerging democratic systems
(North, Wallis, and Weingast, 2009).
The results of this study provide strong evidence that political loyalty plays a central role in
shaping welfare outcomes within Nigeria’s political ecosystem. The empirical findings indicate
that individuals and firms with stronger connections to political elites experience greater access
to economic opportunities, such as government contracts, public-sector appointments, and
preferential regulatory treatment. These findings reinforce the theoretical arguments in the
literature on patronage politics and crony capitalism, which emphasize that political allegiance
often serves as an informal institutional mechanism that shapes the distribution of economic
resources (Acemoglu & Robinson, 2012; Khan, 2010). The regression results indicate that
political loyalty has a statistically significant, positive relationship with the welfare index. This
suggests that the economic advantages associated with political networks are not merely
anecdotal but can be empirically observed through measurable indicators of welfare outcomes.
In environments with relatively weak institutional frameworks, political elites frequently rely
on networks of loyal supporters to consolidate political authority and maintain electoral support
(Osho, 2007; Osho et al., 2025).

In return, these loyalists often receive economic benefits that improve their financial well-
being and social status. Such reciprocal relationships are consistent with the patron-client
framework, which describes political exchange between elites and their supporters (Scott,
1972). Table 4 summarizes the empirical evaluation of the hypotheses tested in the study. The
results indicate that the statistical analysis supports each of the proposed hypotheses. Political
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loyalty increases the likelihood of receiving government contracts and political appointments
while also improving overall welfare outcomes (Osho, 2026). These findings confirm that
political connections are an important determinant of economic advantage in Nigeria’s
political economy.

Table 4: Summary of Hypothesis Testing

Hypothesis Result
Loyalty increases access to contracts. Supported
Loyalty increases appointments Supported
Loyalty improves welfare outcomes. Supported

The support for the first hypothesis indicates that political loyalty significantly increases
the probability of obtaining government procurement contracts. This outcome reflects patterns
documented in several political-economy studies, which show that politically connected firms
often receive preferential access to government spending opportunities (Faccio, 2006). In
contexts where government contracts account for a major share of economic activity, access to
procurement opportunities can substantially influence firm profitability and long-term
financial stability.

The second hypothesis focuses on political appointments within the public sector. The
empirical findings demonstrate that loyal supporters of political leaders are more likely to
receive appointments to administrative positions within government institutions. Such
appointments often provide both financial benefits and political influence, thereby reinforcing
the reciprocal relationship between political elites and their loyal supporters. The
concentration of appointments among politically connected individuals also reflects the
broader dynamics of elite networks that characterize many developing political systems (van
de Walle, 2007).

The third hypothesis examines the broader welfare implications of political loyalty. The
results indicate that individuals and organizations with stronger political connections tend to
experience better economic outcomes than those without them. These outcomes may include
higher income levels, increased business opportunities, and improved access to financial
resources. In this sense, political loyalty functions as a form of social capital that enhances the
economic prospects of those embedded within political networks. Figure 3 illustrates the
conceptual relationship between political loyalty and welfare outcomes observed in the
empirical results. The graph demonstrates how increases in political loyalty correspond to
higher levels of welfare benefits within the political system.
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Figure 3. Political Loyalty and Welfare Outcomes

The graphical pattern illustrates a consistent upward trend in which higher levels of political
loyalty correspond with greater welfare outcomes. This relationship reflects the broader logic
of patronage systems in which loyalty is rewarded with economic benefits. While the results
provide evidence of economic advantages associated with political loyalty, they also raise
important questions regarding institutional governance and economic efficiency. When access
to economic opportunities depends heavily on political allegiance, the allocation of resources
may become less transparent and less competitive. Such conditions can discourage merit-based
competition and reduce incentives for productivity and innovation. Over time, these dynamics
may weaken institutional accountability and contribute to economic inequality by concentrating
opportunities among individuals with strong political connections (Krueger, 1974). The
findings also suggest that institutional quality interacts with political loyalty in shaping welfare
outcomes. In environments with stronger institutional frameworks and more effective
regulatory oversight, the influence of patronage networks may be somewhat constrained.
However, when institutional structures remain weak or fragmented, political loyalty may
become the dominant mechanism for distributing economic opportunities. These dynamics
underscore the importance of institutional reforms to strengthen transparency and
accountability in public sector governance. Table 5 presents a comparative analysis of welfare
outcomes for politically connected and non-connected actors in the dataset. The comparison
illustrates the magnitude of the economic gap between these groups.
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Table 5: Average Welfare Outcomes by Political Connection Status

Group Average Welfare Index
Politically Connected Actors 0.72
Non-Connected Actors 0.41

The Table 5 show, that politically connected actors achieve substantially higher welfare
outcomes than individuals and organizations without such connections. This disparity
suggests that political loyalty may function as a key determinant of economic opportunity
within the political system. Overall, the discussion highlights the broader implications of the
empirical findings for understanding the structure of Nigeria’s political economy. Political
loyalty appears to serve as an important channel for distributing economic resources,
reinforcing the central role of patronage networks in shaping economic outcomes. While such
networks may provide short-term economic advantages for loyal supporters, they also pose
challenges for institutional governance and market competition (Dieli et al.,2019). Addressing
these challenges will require policy reforms to strengthen transparency in public procurement,
improve merit-based recruitment within public institutions, and promote institutional
accountability in the management of public resources (Osho, 2006; Osho et al, 2005).

The findings of this study provide substantial empirical support for the argument that
political loyalty functions as an important mechanism through which economic opportunities
and welfare benefits are distributed within Nigeria’s political ecosystem. The regression
results demonstrate that individuals and firms with stronger political connections consistently
experience higher welfare outcomes compared with actors who lack close relationships with
political elites. These findings reinforce broader political economy arguments that informal
political institutions frequently shape patterns of economic allocation in developing
democracies characterized by patronage politics and elite centered governance structures
(Acemoglu and Robinson, 2012; van de Walle, 2007). The positive relationship between
political loyalty and welfare outcomes reflects the broader structure of Nigeria’s patronage
based political system. Since the return to democratic rule in 1999, political competition in
Nigeria has increasingly depended on networks of elite alliances, political sponsorship, and
reciprocal loyalty arrangements. Political parties often rely on influential patrons, financiers,
regional brokers, and loyal supporters to mobilize electoral support across federal and state
levels. In return, governing authorities distribute economic benefits through procurement
contracts, appointments, administrative influence, and regulatory access. The findings of this
study suggest that these patronage relationships are not merely symbolic political
arrangements but operate as measurable channels of economic redistribution within the
Nigerian state (Suberu, 2001).

The results relating to government procurement are particularly significant. Procurement
allocation represents one of the most visible mechanisms through which political loyalty
translates into welfare benefits. Firms and individuals with strong political relationships
appear more likely to secure public contracts, especially within sectors heavily dependent on
state spending such as construction, energy, transportation, logistics, and public
infrastructure. In Nigeria, procurement politics has historically played a central role in the
maintenance of political coalitions and elite bargaining arrangements. Public contracts
frequently serve not only economic functions but also political purposes by rewarding loyal
supporters and reinforcing political alliances across regions and party structures. Table 6
presents a comparative summary of procurement access among politically connected and non-
connected firms included in the study sample. The table illustrates a substantial disparity in
procurement outcomes between politically connected and non-connected firms. Politically
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connected firms received significantly larger average contract allocations during the
observation period. This pattern reflects broader concerns raised in the literature regarding the
concentration of state mediated economic opportunities among elite aligned actors within
patronage based political systems (Khan, 2010).

Table 6: Average Procurement Access by Political Connection Status

Category Average Annual Contract Awards
Politically Connected Firms N4.8 Billion
Non-Connected Firms ¥1.6 Billion

The discussion also reveals the importance of party dynamics and elite political settlements
in shaping welfare distribution. Nigeria’s major political parties, including the People’s
Democratic Party and the All Progressives Congress, have historically relied on complex
patronage arrangements that integrate political financiers, regional power brokers, and business
elites into governing coalitions. Political appointments and procurement opportunities
frequently become instruments for maintaining internal party stability and managing elite
competition. In this context, welfare distribution is not solely an economic phenomenon but
also a political strategy used to preserve coalition cohesion and electoral support. Figure 4
illustrates the interaction between political loyalty, procurement access, and welfare outcomes
within the Nigerian political system.

The figure demonstrates the cyclical nature of patronage systems in which political loyalty
facilitates access to economic opportunities, while the resulting economic benefits strengthen
future political alliances and elite dependence structures. This cycle contributes to the
persistence of patronage politics across multiple electoral periods. The study also highlights the
role of institutional weakness in amplifying the influence of political loyalty on welfare
outcomes. In environments where procurement oversight, regulatory transparency, and
institutional accountability remain limited, politically connected actors are more capable of
leveraging informal relationships to obtain economic advantages. Weak institutional
enforcement may therefore increase opportunities for favoritism, selective allocation of public
resources, and reduced competitive neutrality in economic transactions. These findings align
with the broader literature on neopatrimonial governance, which argues that formal institutions
in many developing democracies often coexist with informal systems of political exchange and
personalized authority (Bratton and van de Walle, 1997).

An important implication of the findings concerns the issue of economic inequality and
market competition. When political loyalty becomes a major determinant of economic
opportunity, firms and individuals without political connections may face structural
disadvantages regardless of efficiency or productivity. Such conditions may discourage merit-
based competition and weaken incentives for innovation and entrepreneurial investment. Over
time, the concentration of opportunities among politically connected actors may contribute to
broader patterns of economic exclusion and unequal wealth accumulation. The findings also
raise important questions regarding the relationship between political loyalty and democratic
accountability. Patronage systems may create strong incentives for political actors to prioritize
elite coalition maintenance over institutional reform and public sector efficiency. Political
appointments and procurement decisions may become increasingly influenced by
considerations of loyalty rather than technical competence or administrative effectiveness. This
dynamic may weaken governance capacity and reduce public trust in formal institutions.
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1. Political Loyalty

Individuals, firms, or groups demonstrate loyalty [
to political leaders or the ruling party.

|

2. Elite Political Access

Loyalists gain close access to political elites
and decision makers.

!

3. Government Contracts and Appointments

Access is converted into public contracts,
political appointments, and other state
opportunities.

|

4. Economic Welfare Advantages
Recipients obtain financial benefits,
business growth, and improved
socio-economic status.

Y

5. Reinforcement of Patronage Networks

Beneficiaries reinvest resources and loyalty
to sustain and strengthen the patronage
system for future benefits.

Note. The diagram illustrates the cyclical relationship between political loyalty,

access to state resources, and welfare distribution within patronage-based systems.

Figure 4. Political Loyalty and Sates Mediated Welfare Distribution

At the same time, the study recognizes that patronage networks may perform certain
stabilizing functions within fragmented political systems. In societies where formal welfare
institutions remain weak, patronage arrangements sometimes operate as informal mechanisms
of redistribution and political inclusion. Political loyalists may rely on elite networks to secure
employment opportunities, social protection, and economic support that are otherwise
inaccessible through formal institutional channels. This dual character of patronage politics
reflects the broader complexity of political economy relationships in emerging democracies.
Comparatively, Nigeria’s experience shares similarities with other developing democracies
characterized by patronage politics and elite centered governance. Studies from Kenya, Ghana,
and South Africa have similarly documented the influence of political networks on procurement
allocation, public appointments, and business opportunities (Bayart, 2009). However, Nigeria’s
large federal structure, oil dependent economy, and highly competitive electoral environment
create particularly strong incentives for elite coalition building through patronage distribution.
Overall, the discussion demonstrates that political loyalty remains deeply embedded within the
structure of welfare distribution in Nigeria’s political economy. The empirical findings provide
evidence that political connections significantly influence access to economic opportunities,
while institutional weaknesses allow patronage networks to remain influential within both
political and economic processes. These findings contribute to the broader literature on informal
institutions, clientelism, and political economy by demonstrating how elite political networks
continue to shape welfare outcomes within contemporary democratic systems. The results,
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therefore, contribute to the broader literature on political economy by demonstrating how
informal political relationships can influence economic welfare outcomes in emerging
democratic systems (North, Wallis, and Weingast, 2009). These findings provide a foundation
for future research that may further explore how institutional reforms and political competition
can reshape the relationship between political loyalty and economic opportunity within Nigeria
and other developing political systems (Osho, 2009; Bardhan1997).

CONCLUSION

This study examined the relationship between political loyalty and welfare distribution
within Nigeria’s political ecosystem. The primary objective was to determine whether
individuals and organizations with stronger political connections receive greater economic
benefits than those without such connections. The study also investigated whether political
loyalty influences access to government contracts, political appointments, and broader welfare
outcomes. The empirical results provide clear evidence that political loyalty is positively
associated with welfare outcomes in Nigeria. The descriptive statistics, correlation analysis,
and regression estimates consistently indicate that politically connected individuals and firms
experience higher levels of economic advantage than non-connected actors. The findings show
that political loyalty significantly increases the likelihood of obtaining government
procurement contracts and public sector appointments.

The results further reveal that political loyalty remains one of the strongest predictors of
welfare outcomes in the empirical model. While institutional quality and firm size also
contribute positively to welfare outcomes, their effects are smaller than those associated with
political loyalty. The analysis therefore confirms that political connections continue to play a
major role in shaping access to economic opportunities within Nigeria’s political economy.
The findings support all three core hypotheses of the study. Political loyalty increases access
to government contracts, political loyalty increases the probability of receiving political
appointments, and political loyalty is positively associated with improved welfare outcomes.
The evidence also suggests that patronage networks remain important channels through
which economic benefits are distributed.

Finally, the study concludes that political loyalty significantly influences welfare
distribution in Nigeria. Individuals and organizations that maintain closer relationships with
political elites are more likely to obtain economic benefits through state mediated
opportunities. These findings directly answer the research questions and demonstrate the
central role of political loyalty in shaping welfare outcomes within Nigeria’s political
ecosystem.
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