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Abstract

This study investigates the gender wage gap in Nigeria by extending the focus of the
existing literature in two ways. First, we apply an extension of the Oaxaca-Blinder
decomposition that relies on recentred influence function (RIF) regressions to analyze
the gender wage gap at all points along the wage distribution. Second, we investigate
changes in the gender wage gap between 2003/2004 and 2018/2019. The results
unambiguously show that there is a significant gender wage gap in favour of men
in Nigeria. This gap is statistically significant at all points of the wage distribution.
Over time, we find that most of the wage difference is significantly accounted for by
the wage structure effect, while the composition effect accounted for the wage gap
at the lower end of the wage distribution during 2018/19. We also found a general
declineinthe gender wage gap along the entire wage distribution. In2018/19, the gap
is bigger at the bottom than at the top of the wage distribution, which is evidence in
favour of a sticky floor in the Nigerian labour market. In terms of the contributions
of individual covariates, we found that urban residence, unionization, education,
public sector employment, and wage employment in agriculture has a significant
reducing effect on the wage gap in favour of women. To address the gender wage
gap in Nigeria, policy should focus more on ways to improve human capital among
women and ensuring women are not segregated in top positions at the workplace.

Key words: gender wage gap, quantile, recentred influence function, Nigeria, Nigerian
labour market
JEL Codes: C83; J08; J16; J21



1. Introduction and Motivation

The issue of gender equality has become an important discourse that has shaped
plans, policies and actions of governments and private organizations all over the
world. Owing to thisimportance, the United Nations made it one of the 17 Sustainable
Development Goals, with Goal 5 aiming to ensure that there is no discrimination
against girls and women anywhere. However, the reverse seems to be the case in
Nigeria as statistics show evidence of some gaps between males and females across
some sectors of the economy. For example, Nigeria is ranked 38" globally and 11%"in
sub-Saharan Africa (SSA) in the economic participation and opportunity sub-index
of the global gender gap index. According to the World Economic Forum (WEF, 2021),
Nigerian women represent 65% of skilled professionals but account for only 30% of
senior corporate leadership positions. Also, the educational attainment for women
in Nigeria is lower when compared with males. There is also a gender gap in school
enrolment rate with more male pupils being enrolled than females (NBS, 2021). Yet,
some African countries such as Rwanda, South Africa and a few others have attained
almost equal enrolment of both sexes in schools. Nigeria falls below these countries
on thisindex (WEF, 2021).

Essentially, interest in the magnitude, pattern and causes of the gender wage
gap has been growing, especially over the past two decades, both within and across
countries, including in African countries (Ntuli and Kwenda, 2020). While labour
unions across the globe have continued to push for higher wages, the issue of gender
differences in earnings in the same country, occupation, industry and with similar
characteristics (Metcalf, 2009; Mamiko, 2021) has continued to be of great interest
to researchers, gender activists and international organizations. The results of the
analysis of gender disparity in labour markets in Africa are dominated by sharp
contrasts and have remained a serious challenge in many countries (ILO, 2019a). The
International Labour Organization, among others, argues that most African men still
earn more than their female counterparts even though the number of women in paid
employment and non-agricultural sectors has increased by more than 3.5% over the
past decade (ILO, 2019b). Moreover, it has been observed that the gender pay gap
is 30% in Africa, compared to 24% globally, including both the formal and informal
sectors. In sub-Saharan Africa, women opt to work in the informal sector mainly to
have more time for their care responsibilities, and more than 89% of women work in
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the informal economy (United Nations, 2023). This makes the labour market in Africa,
just like other economic and social institutions, a source of gender imbalances, but
could also be a a solution for it if good policies are put in place.

In Nigeria, the constitution discourages any form of gender disparity in the
workplace regardless of gender, ethnicity, political affiliation, religion and region,
among other characteristics. However, there are concerns that the Nigerian labour
market exhibits significant gender wage disparities (for example, Temesgen, 2008;
Ajefu, 2019) and not much is known about how this inequality is distributed across
the wage strata. Thus, the question of whether the glass ceiling or sticky flooris more
relevant in explaining observed gender wage gaps in Nigeria has received limited
attention among researchers. “Glass ceiling” is a labour market condition where
females are pushed down to the lower cadre of an organization, and it seems difficult
for them to attain the highest position in an organization. The “sticky floor” concept
emphasizes the challenges women encounter at the lower levels of the job hierarchy,
making it difficult for them to progress and earn higher wages.

Reports from The World Bank (2014) and the National Bureau of Statistics (NBS,
2019) have shown that opportunities for women to participate in paid jobs have
continued to increase in Nigeria. NBS (2019) data also show that certain professions
like teaching and health have a higher proportion of women (68% and 69%,
respectively) compared to men. Conversely, traditionally risky occupations such as
the military and plant machine operators are predominantly held by men (over 90%
male-dominated). There are also some professions where the gender splitis relatively
equal, such as desk-bound jobs and hospitality and craft work, where men and women
have roughly equal representation. In addition, improvements in women’s human
capital endowments (i.e., higher education attainment) have been registered over
the past two decades. Thus, Nigerian women’s participation in economic activities
and human capital endowments have continued to show new dynamics. Yet, little
is known about how these developments have shaped wage differentials between
men and women in Nigeria.

The existing literature on labour market disparities in Nigeria has extensively
examined gender wage gaps, often using mean decompositions as the primary
analytical approach (e.g., Okpara, 2004; Oyelere, 2007; Nweke, 2014; Oginni et al.,
2014). Some studies have also explored broader macroeconomic factors influencing
labour markets, such as gender disparities in education and income, and have
assessed gender pay gaps and workplace variations by considering data from both
private firms and government institutions in Nigeria (e.g., Agu and Evoh, 2011; Aderemi
and Alley, 2019). These investigations have consistently revealed the existence of
gender gaps in the Nigerian labour market. For example, in a study conducted by
Oyelere in 2007, it was found that in the period after the transition to democracy,
men tended to have higher average incomes compared to women. This difference
in income was most noticeable among individuals with lower levels of education. In
simpler terms, men earned more than women, especially those with less education,



during the post-democracy period. While previous studies are informative about the
gender wage gap in Nigeria, there is limited knowledge of the nature of the gender
wage gap at various points of the earnings distribution, the factors underpinning it
and how these have evolved over time.

To close these gaps, our paper contributes to the existing literature in three
ways. First, previous studies on the gender wage gap in Nigeria concentrated on
measuring and decomposing the gender wage gap at the mean. This provides an
incomplete picture of the nature of wage disparities across the earnings distribution.
Therefore, this study departs from analysis at the mean by considering the entire wage
distribution using the approach by Firpo et al. (2009). Indeed, evidence from other
countries shows that the gender wage gap may vary along the wage distribution. For
example, Chi and Li (2008) found a wider gender gap in favour of men at the bottom
of the distribution (“sticky floor” effect) in China. Conversely, Albrecht et al. (2003)
and Arulampalam et al. (2007) found a strong “glass ceiling” effect in Sweden and
Europe, respectively. This means that at the upper end of the wage distribution,
male workers have higher earnings relative to their female counterparts. Knowledge
provided by this research should prove highly valuable for Nigeria in informing labour
market policies and institutions aimed at fostering gender equality and reducing
gender wage disparity. Our findings can be utilized by government agencies tasked
with formulating labour and employment policies to develop targeted measures that
effectively tackle wage disparities across various income brackets. Moreover, labour
unions and advocacy groups can utilize this data to advance their efforts in promoting
equitable remuneration and equal prospects for women within the labour market.
Through a comprehensive understanding of the intricate dynamics surrounding the
gender wage gap and the specific demographics that bear the brunt of its impact,
policy makers and institutions can collaboratively endeavour to establish a labour
market that fosters inclusivity and fairness within the Nigerian context. Second, to the
best of our knowledge this s the first study in Nigeria that provides a temporal analysis
of the gender wage gap. To this end, we utilize the 2003/2004 and 2018/2019 Nigeria
living standards surveys. Third, this paper sheds light on the factors underpinning
observed gender wage gaps by decomposing the gender wage gap into “price” and
“composition effects”. The composition effect, also called the endowment effect,
shows how labour market characteristics of individuals influence the gender wage gap
(Oaxaca, 1973). The price or wage structure effect explains how pricing or utilization
of individual characteristics affects the gender wage gap (Blinder, 1973). We further
investigate how the gender wage gap has changed over time and if this change can
be attributed to changes in the underpinning factors. Accordingly, this study seeks
to answer the following research questions:

* Aretheresignificant gender differences along the wage distribution (i.e., is there
any evidence of glass ceilings or sticky floors) in the Nigerian labour market?

* Howdoindividual characteristics explain the gender wage gap at various points
of the wage distribution?
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* How has the gender wage gap and factors underpinning it changed over time
in the Nigerian labour market?

The corresponding research objectives of the study are to:
* ascertainif there are significant gender differences along the wage distribution
in the Nigerian labour market;

* examine how individual characteristics explain the gender wage gap in various
parts of the distribution; and

* determine how the gender wage gap and factors explaining it have changed
over time in the Nigerian labour market.

1.1 Background: Nigerian Labour Market

The labour market in Nigeria consists of the formal and large informal sectors.
Available statistics from the NBS (National Bureau of Statistics, 2019) show that
the informal market is made up of about 65% of Nigeria’s workforce and dominates
most of the activities in the economy even though it is characterized by low wages.
The Nigerian labour market is also characterized by a high rate of unemployment,
which has been exacerbated in recent years by high population growth, poor
infrastructural development and poor economic growth performance. According to
the NBS (2019), Nigeria’s rate of unemployment rose to 22.6% in 2018 from 10.6 %
in 2012. Furthermore, an NBS (2021) report shows that considering the number of
fully employed and underemployed in the labour force, females accounted for 40%
and 45.9% respectively, in 2020. Furthermore, Nigerian labour force statistics as at
2019 show that out of the labour force population of 62,447,230, women make up a
total of 45.57% (i.e., 28,457,207), while 54.43% are men. An analysis of the trend of
the female labour force in the last ten years shows that it has not experienced any
significant growth, while the total labour force of Nigeria has seen a growth rate of
28% in the same period (NBS, 2021).

In terms of human capital development, the percentage of the male working-age
population with intermediary education is 71.86%, while that of the male population
overallis 66.18% (ILO, 2019a). Intermediate education comprises upper secondary or
post-secondary non-tertiary education. Conversely, for the labour force with advanced
education, the percentage for the male working-age population is 74.76%, while it
is 73.68% for the female population (ILO, 2019b). Advanced education comprises
short-cycle tertiary education, a bachelor’s degree, a master’s degree, a doctoral
degree or the equivalent education levels (NBS, 2021). From the above statistics, one
may argue that the gender differences across various levels of education may have
contributed to the female unemployment rate being higher at 31.6% than that of the
male unemployment rate at 22.9% in quarter 2 of 2020. This supports the argument
of Bergmann (1974) who asserted that the gender wage gap can be explained through
human capital factors, work patterns, past education, experience, and the labour
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market structure. However, the study also argues that returns to education can be
seen mainly through labour force participation.

Furthermore, despite the global awareness to promote gender equality in all
human spheres, there is still a wide gap between the level of men’s and women’s
participation in politics, trade unionism and decision making in both private and
public organizations in Nigeria. To a large extent, most of the political institutions
and pressure groups in Nigeria are exclusively dominated by men who determine the
trends, goals and rules. This glaring imbalance of men’s domination over women has
attracted comments from scholars and researchers, especially women who seem to
have been marginalized within the political arena. With the increasing recognition
of women’s seeming historic exclusion from the structures of power among the
international community, domestic and global commitments are now being made
to redress the gender imbalance in politics. Women’s enhanced participation in
governance structures is viewed as the key to redress gender inequalities in society
(Imhonopi and Urim, 2011; Adetunmbi et al., 2022).

Over the years, labour market policies in Nigeria have also been centred around
how to address the problem of minimum wage policies. Salaries and wages have
been featured in government policies to improve the welfare of workers. Based on
these objectives, the determination of sectoral wages and salaries in the public
sector has been the responsibility of the Salaries and Wages Commission and
administrative arms of the government. Whereas in the private sector, wages to a
great extent are determined by the forces of demand and supply and, to a minimal
extent, also influenced by wage levels in the establishments and parastatals of
government (Fapohunda, 1979; Aminu, 2010 and Yusuf et al., 2018). Concerning wage
determination some scholars, such as Aminu (2011) and Oginni et al. (2014), have
argued that productivity changes play a lesser role than changes in the cost of living
for the urban sector.

Furthermore, constant agitations for higher pay due to rising inflation and falling
standards of living, as well as a phenomenal rise in the number of the working poor
in Nigeria, have led the federal government to review the minimum wage upwards
about eight times since 1974. These are the 1974 minimum wage adjustment to
N60 per month, the 1981 minimum wage of N125, which was reviewed upwards to
N250, and N363 in 1991 and 1993, respectively. Starting in 1998, the minimum wage
adjustment was different for federal and state workers. The minimum was raised to
N3,500 for federal workers and N3,000 for state workers in 1998, and again to N7,500
and N5,500, respectively, for federal and state workers in 2000. By 2011 and 2019,
the minimum wage was raised to N18,000 and N30,000, respectively. While almost
all states complied with the N18,000 minimum, some did not agree to pay N30,000
(NBS, 2019). However, the overall impact of these minimum wage adjustments on
gender wage gaps is still a subject of debate because of inflationary pressures and
other macroeconomic shocks in the system.

Otherlabour market policies that were directed at gender parity in Nigeriainclude
the Gender Equality Duty Act 2007, which was designed to be implemented by all
government ministries, agencies and departments. Moreover, the Federal Government
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of Nigeria created the Ministry for Women Affairs and Social Development to address
the special needs of women. With the support of the United Nations Development
Programme (UNDP), the government also crafted a developmental policy roadmap
entitled “Growth and Equality” and an Equality Act 2010 (UNDP, 2010). Perhaps these
were all designed to reduce the perceived gender differences in the labour market.
Several key indicators were tracked over the years to assess the impact of these
developments on the labour market. The working-age population has consistently
grown, reaching around 46.5% in 2013, and slightly declined to 43.9% in 2019 (ILO,
2022). However, female labour force participation rates have shown fluctuations,
ranging from approximately 46.5% in 2013 to 43.9% in 2019 (ILO, 2022), highlighting
the variability in women’s participation in the workforce. Figure 1A in appendix
also Labour force participation rates between 2004 and 2018. Employment rates by
sector suggest progress in women’s diversification into formal sectors like education,
healthcare and services, indicating improvements in gender equality in specific
industries. However, unemployment rates have remained a persistent challenge for
both genders, with fluctuations observed over the years. Female unemployment
rates ranged from 3.38% in 2013 to 12.48% in 2019, while male rates varied from
3.62% in 2015 t0 9.25% in 2019 (ILO, 2022). Significant adjustments to the minimum
wage policy were made during this period. In 1998, the minimum wage was raised
to N7,500 for federal workers and N7,000 for state workers. By 2011 and 2019, further
increments raised the minimum wage to N18,000 and N30,000, respectively. However,
compliance with the N30,000 minimum wage was not universal among states,
potentially influencing gender wage disparities across different regions (NBS, 2019).
Understanding these developments jointly allows for a comprehensive assessment
of their impact on the gender wage gap and the distribution of wages in Nigeria’s
labour market. These systematic and gender-disaggregated accounts of Nigeria’s
labour market developments reveal progress in some areas, such as improvements
in working-age population and female labour force participation. Nevertheless,
some challenges, including unemployment rates and variations in minimum wage
compliance, underscore the need for continued efforts to achieve gender parity in
the labour market.

However, these developments in the labour market over the past two or more
decades may have affected the gender wage gap or its distribution. Christofides et
al. (2010) argued that the “glass ceiling” is a key feature of gender wage differentials
in many developing countries, but this remains a subject for empirical verification
in the case of Nigeria.



2. Literature Review

2.1 Theoretical Literature

The neoclassical theory of distribution presents a fundamental argument for the
earning and productivity of each factor of production (Solow, 1956; Swan, 1956).
According to the theory, the forces of demand and supply are the main determinants
of the earning of each factor in a perfectly competitive market. Conversely, it is the
marginal productivity of a given factor of production that determinesits demand. Thus,
foratypical factor, output prices and wages are determined by the competitive forces
of demand and supply. Thus, at equilibrium, the value of the marginal productivity
of labour equals the wage earned by the labour (Mankiw, 2013). To maximize profit,
a firm can, therefore, hire labour if it does not exceed the necessary conditions for
the maximization of output. Therefore, the value of the marginal product of labour
is also the firm’s short-run demand curve for labour and it slopes negatively because
of the diminishing marginal product of labour.

The human capital and the compensating wage differentials models are also part
of the theoretical frameworks that are employed to elucidate the factors contributing
to wage disparities within the labour market. The human capital model, which was
formulated by economists such as Schultz (1961) and Becker (1965), proposes that
individuals make investments in education, training and the enhancement of their
skillsin order to augment their productivity and potential for earning. Consequently,
inequalities in wages among individuals can be ascribed to disparities in their
investmentin human capital. The theoretical framework places significant emphasis
on the influence of education, experience and skills on the variations in wages.

In a similar vein, the compensating wage differentials model posits that
disparities in wages stem from the propensity of workers to embrace specific job
attributes or hazards in return for increased remuneration. Employees might opt
for employment opportunities that come with unfavourable working conditions if
they receive commensurately higher remuneration. Conversely, occupations that
provide improved working conditions or reduced levels of risk may be associated with
comparatively lower levels of remuneration. The compensating wage differentials
model has particular relevance in the analysis of gender wage gaps, as it offers
insights into the influence of occupational choices and job preferences on disparities
in earnings (Rosen, 1986; Lancaster, 1966).



8 RESEARCH PAPER 553

Becker’s (1957 and 1965) labour market economics framework also offers significant
contributions to the understanding of the gender wage gap, positing that women’s
lower earnings can be attributed to societal attitudes and gender-specific preferences
that prevailin the labour market. Central to this modelis the “taste-based segregation
law” formulated by Beckerin 1957. This law suggests that individuals, households, or
enterprises may possess discriminatory preferences thatimpact their decision making
within the labour market. The presence of discriminatory preferences has the potential
toresultinunequal treatment based on gender, thereby contributing to the existence
of wage gaps between males and females. These preferences can be observed in the
form of a willingness to pay an additional amount for specific attributes (such as male
employees in particular positions) or a tendency to favour gender-segregated roles
within the labour market. Nevertheless, it is crucial to acknowledge that this particular
theory hasfaced criticism. Research conducted by Elliehausen and Durkin (1989) has
suggested that the presence of deliberate discriminatory preferences should not be
observed in a market that operates under perfect competition.

In addition to Becker’s hypothesis of taste-based segregation, many factors
contribute to gender wage discrepancies. Gender, preferences, and labour market
advancement can also cause wage differences. Statistical discrimination and
occupational segregation might affect the gender wage gap. When employers use
stereotypes or demographic data to make hiring and wage decisions, it is called
statistical discrimination. Employers’ notion that women may be less devoted to
their careers due to family obligations is an example of workplace bias. This view may
decrease remuneration or employment opportunities (Arrow, 1973). Occupational
stereotypes can also keep women out of male-dominated fields, prolonging gender-
based income disparities. Occupational segregation refers to the phenomenon where
people of different genders frequently exhibit disproportionate representation in
particular industries or occupations, frequently as a result of societal expectations
and prevailing gender norms. Throughout history, certain industries and occupations
have been associated with particular genders, resulting in gender-based labour
segregation. This is seen in the disproportionate number of women in education,
healthcare and administrative fields. Unlike male-dominated areas like engineering
or finance, these fields are often underestimated and have lower pay (Blau and
Kahn, 1997). The gender wage gap may also be affected by a nation’s labour market
development. In modern and forward-thinking labour markets, equitable wages,
and anti-discrimination and work-life balance policies are prioritized. Thus, gender
wage inequalities are reduced. By contrast, less developed labour markets may lack
extensive regulatory frameworks to reduce gender-based wage disparities, resulting
in bigger wage gaps between men and women.

2.2 Empirical Literature

Thereis an abundance of studies that investigated gender wage gaps across different
economies using different methods and approaches (Kyoore and Sulemana, 2019;
Aderemiand Alley, 2019, among others). On the gender wage gap in both government
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and corporate employment, Tubaro et al. (2022) and an earlier study by Van der
Gaag et al. (1989), posit that developing country studies on public and private-
sector wage differential point out two general types of outcomes. One aspect of the
studies compares average wages (either on an aggregate level or stratified by levels
of qualification) between these two groups of employees. The other aspect evaluates
differencesinincome onthejob description orindividual attributes, such as learning
and experience. This second strand is well rooted in the human capital approach.
Apart from these two general types of outcomes, suggested above, some other works
find that government employees enjoy significant wage segregation when compared
to their private sector counterparts. They also show that male government workers
earn higher wages than female workers in corporate enterprises, except those in the
tertiary level where both genders earn a similar wage, holding other factors constant
(Bedi, 1998; Tansel, 2004). Conversely, studies such as Mohan (1986) and Al-Samarrai,
and Reilly (2005) argue that wage structures between the private and public sectors
in Columbia and Tanzania do not have any major gender gap.

Exploiting the advances in methodology, some studies have analysed the extent
and determinants of gender wage gaps at different points in the wage distribution.
Prominentamongthe studies are Ahmed and Maitra (2011), Xiu and Gunderson (2014),
Firpo et al. (2018) and Landmesser (2019). For example, Ahmed and Maitra (2011)
used distributional analysis to decompose the wage difference among males and
females into an endowment effect and a discrimination effect along the entire wage
distribution. Using data from Bangladesh, the analysis found that men earned more
than women at all points of the wage distribution and that the wage gap is higher at
the lower end of the distribution. In another study, Xiu, and Gunderson (2014) used the
recentred influence function (RIF) modification of quantile regressions to explore the
determinants of and changes in the gender wage gap in China. The empirical results
show that at the lower end of the wage system, there are large wage variations, while
the higher end of the pyramid had weaker evidence of large wage gaps. This finding
supports some weaker and limited evidence of a glass ceiling and stronger evidence
of a sticky floor.

Using a quantile decomposition technique, Gallego-Granados and Johannes’s
(2015) analysis of the gender wage gap in Germany found that the unexplained net
wage gap is about 5.2% lower for women living in couple households than for women
living in single households, whether with children or not. In another seminal paper,
Firpo et al. (2018) extended the Oaxaca-Blinder decomposition method that can be
applied to various distributional measures by dividing the distributional changes into
a wage structure effect and a composition effect using RIF regressions. The paper
argues that the gaps experienced in U.S. male wages between the late 1980s and the
mid-2010s were affected by factors such as education, de-unionization, occupation
and industry changes.

There are many other empirical studies on gender wage gaps and income
differentials for the U.S. and Canadian economy Canada (see, for example, Cook
et al, 2021; Kassenbohmer and Sinning, 2010). Generally, these studies found that
gender wage gaps are influenced by variations in learning and experience, among
other factors.



In analysing gender disparity and wage gaps in labour markets in Africa, studies
such as those by Kabubo-Mariara (2003), Kolev and Suarez (2010), Ntuli (2009), Bhorat
and Goga (2013), Agesa et al. (2013) and Kwenda and Ntuli (2020) found evidence of
significant wage gaps across different points of the wage distribution in the countries
they studied. For example, Ntuli (2009) and Bhorat and Goga (2013) found evidence of
a sticky floor effect in the South African labour market, and Agesa et al. (2013) found
evidence of a glass ceiling in the Kenyan labour market where gender differences in
characteristics widen the gender wage gap at the upper end of the wage distribution.
Kabubo-Mariara (2003) investigated the existence of the gender gap in different sectors
in Kenya and found that men are given preference in some sectors of the economy over
their female counterparts. In a study by Kolev and Suarez (2010) in Ethiopia, women’s
wages were found to be only 55 % of men’s wages in 2005. This wage gap was a result
of the characteristics of the job market, which was systematically found to be less
favourable for women. A review by Ntuli and Kwenda (2020) of empirical studies on
gender disparities in the labour market found significant gaps in employment and
wages in favour of men across many countries in sub-Saharan Africa.

A few studies investigate gender wage gaps in Nigeria. The results from these
studies (i.e., Fapohunda, 2013; Akekere and Yousuo, 2013; Okpara, 2004; Nweke 2014;
Aderemi and Alley 2019) are mixed. Fapohunda (2013) applied descriptive statistics
to assess gender wage gaps among employees in service industries and found
that variations in individual attitudes explain the gender differences in earnings.
Furthermore, Akekere and Yousuo (2014) used data from the National Salaries,
Incomes and Wage Commission (NSIWC) to analyze the level of wage gaps and earning
differentials among civil servants in federal and state government ministries, and in
parastatals. Using a sample of 840 employees, the study found that in low-level jobs,
gender wage gaps are more pronounced in favour of men, while females are more
favoured in mid-level jobs. Okpara (2004) analysed primary data collected from 340
bank managers to investigate if a gender wage gap exists among managers and the
impact of such wage gaps on the job satisfaction of male and female bank managers
in Nigeria. The results show that there were significant gaps in salaries of the male
and female bank managers that were sampled. Oyelere (2007) analysed gender wage
gapsduring the post-democracy erain Nigeria. The results revealed higher wages for
men, on average, during the post-democracy erain Nigeria and that the wage gaps are
more pronounced at lower levels of education. However, at the tertiary level, men and
women have similar wages. In another study, Nweke (2014) investigated the existence
of gender wage gaps using the Nigerian 2010 and 2012/13 general household surveys.
The result of a mean wage decomposition showed gender wage gaps in favour of
men. Some factors underpinning the wage gap were found in differences in individual
characteristics (such as access to education and finance, among other things), and
employment characteristics (such as differences within industries and occupations,
among other things). The empirical results also show that the gaps were smaller in
rural areas than in urban areas.
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In a more recent study, Aderemi and Alley (2019) evaluated gender wage gaps
in Nigeria’s public and private sectors using the Blinder-Oaxaca and quantile
decomposition methods. The results showed a large gender gap (in favour of men) in
the private compared to the public sector. Thisis largely attributed to a higherincome
stream and better educational qualifications, occasioned by longer participationin the
workforce. Notably, our study differs from Aderemi and Alley’s study as we conducted a
morein-depth analysis of the determinants of the gender wage gap at various pointsin
the wage distribution. We also investigated how changesin individual characteristics
influenced the observed gender wage gap in Nigeria. Therefore, while Aderemi and
Alley (2019) used data at one point in time to conduct a static analysis, the current
study conducts a dynamic analysis using different waves of household surveys.

2.3 Summary and Value Addition

The in-depth review of existing literature pertaining to gender wage disparities
uncovered a wide range of studies with inconsistent findings. Although previous
studies have provided valuable insights, substantial knowledge gaps remain regarding
the nature of gender wage disparities within the Nigerian context. The primary focus
of early research conducted in Nigeria centred on the average disparity in wages,
a measure that may not comprehensively encompass the intricacies inherent in
this subject. Recent studies conducted in other countries have underscored the
significance of taking into account the entire range of wage distribution in order to
identify variations in the gender wage gap.

In light of these findings, our study contributes to the existing literature in three
ways. First, most early studies of the gender wage gap in Nigeria concentrated on
the mean wage gap. However, focussing on the mean might not reveal the complete
picture. Some studies from both developing and developed countries have argued
that the wage gap varies over the entire wage distribution (Chi and Li, 2008; Albrecht
et al., 2003; Arulampalam et al., 2007). Extending the analysis from the mean to the
entire wage distribution is essential for policy consideration in Nigeria. Based on our
estimation, we found that for the 2003/2004 period, contrary to some of the studies
(Landmesser, 2019, among others), the wage gap showed an inverted U-shape. That
is, the wage gap was bigger in the middle of the distribution than at the bottom or the
top, which is evidence against sticky floors or glass ceilings in Nigeria. However, as
time passed, the dynamics of wage inequality changed so that the gaps were bigger
at the bottom than at the upper wage income levels in 2018/2019. In other words,
more recently, a “sticky floor” has appeared in the distribution of the gender wage gap
in Nigeria. Second, to the best of our knowledge this is the first study in Nigeria that
examines the factors underpinning observed gender wage gaps along the entire wage
distribution. To this end, we decompose the gender wage differential by applying an
extension of the Oaxaca-Blinder decomposition that relies on RIF regressions. Third,
this study provides a temporal analysis of the gender wage gap in Nigeria.
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3. Methodology and Data

3.1 Theoretical Framework and Model Specifications

The theory used by researchers for decades to explain wage determination is the
Mincer (1974) model. In this framework, wage is expressed as a function of education
and experience. However, researchers have extended the model to account for other
covariates that are related to individual demographic characteristics, productivity
and location (Bils and Klenow, 2000). Wage determination and the gender wage gap
are interesting empirical issues as new and richer data sets emerge, especially in
developing countries. It is important to emphasize that labour markets differ across
countriesin aspects such as major sectors for wage employment, informality of labour
markets and labour laws. Considering the Nigerian context, we specify the following
log wage equation:

h wage, = 5, + p,educlevel. + 3, exprience, + ¢Z + u, 11
where Inwage is the log wage of personi, educlevelis the level of education completed,
experience is work experience, Z is a vector of other covariates ¢ is a vector of
parameters, and j  is the error term. Equation 1.1 is estimated for two groups
(g=male, and femalel) so that the contribution of each covariate to differences in the
wage distribution of males and females can be divided into composition and wage
structure effects.

In order to decompose the gender wage gap at all (quantile) points along the
wage distribution between males and females based on Equation (1.1), we follow
the approach proposed by Firpo et al. (2018) and apply unconditional quantiles in
the decomposition of gender wage gaps in the Nigeria labour market.

Following from Firpo, Fortin and Lemieux (FFL,2018), the © —h quantile of
the istribution F is defined as the function of the form:

OF, 1) =inf(y[ F(y) 7)0rq.. and its influence function can be written as

pyotr=a 1.2

F (y;q,, @
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As demonstrated by FFL (2018; 2009), the RIF of the 7 quantile is given by:

RIF(y:q.,F)=q. +F (y,9..F)=c, . Il{y>q.} +c,,

where ¢, =1/F,(q,) ¢,, =¢,—c_(1-7) and f,(q,) b thedensity 6 Y evaluatedatq,.
In this way,

E[RIF(Y;q,,F) | X =x]=¢,,.Pt[Y > q, | X =x]+c,,.

1.3

The way to estimate the conditional mean of the RIF is similar to the estimation of the
conditional probability model of being below or above the quantile of interest 4,
with a rescale factor of “1,; in order show the relative importance of the quantile to
the wage distribution, recentred by a constant factor

The decomposition of (unconditional) quantiles follows the same approach as mean
decomposition. In stage one, the estimation of 97g» & = 1,0 (male, female) 5 ¢

. N A

G, =argmin, > &, (T).p,(Y,—q) g =m,wand
. N A

4, =argmin, Ziﬂa)c(Ti,Xi).pr(Yi =),

are obtained by reweighting as:

14

Software packages such as Stata can easily compute 9 and 4.c with an appropriate
reweighting factor. Hence, the gaps can be calculated as:

“<dr

A%r =41 =405 As =4, — 4 anqui =qc — 4y 1.5

In stage two, the linear RIF regressions is estimated; this can be done for each
observation by inserting the sample estimate of the quantile ¢, , and using it to
estimate the density of the quantile f(qr) For example, if ¥, |7 =1, the RIF
regressions can be estimated by substituting the usual dependentvariable, Y, with the
estimated value of RIF(y; quaF), which can also be done with standard software
packages such as Stata. The estimated coefficients will therefore be:

po _(Za) (THX.X,) Za) (T)X,RIF(Y, 145 F,),g=0.1 1.6

o _(ZCOC(Tz’X )XX) Za)C(Tl,X )XR[F(Yl,qzc,F ). 1.7

i=1 i=1
This can be decomposed in the case of the mean gap as follows:
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~

Aqsf :E[XDTZI]’(?{]T_?gT)s 1.8
A = (ELX | T =1]-E[X | T =0)7¢ + ELX | T =1 (7 - 75). r

This approach, which is a direct extension of the Oaxaca (1973) and Blinder (1973)
(OB) decomposition technique, relies on the RIF regression in order to estimate the
effects of covariates on the distribution of wages between males and females. One
important advantage of this approach is that it allows the general distributional
measures to be decomposed non-sequentially in the same way that mean gaps are
decomposed using the OB approach (Firpo et al. 2009,2011, 2018). Firpo et al. (2018)
have demonstrated that the extension to the conventional OB technique is a two-
stage procedure that can be applied to any distributional measure of the variable
of interest and not only the mean gap. The first stage involves the decomposition
of the distributional statistic of interest (in this case, quantile) into a wage structure
component using a reweighting method thatis either estimated parametrically or non-
parametrically. Thus, the first step of the estimation procedure consists of estimating

the weighting functions @,(T), @ (T) and 0y, (T,X). Then, the distributional
statistics v, Yo and V¢ are computed directly from the appropriately reweighted

samples.

The second stage involves the division of the wage structure and decomposition
components into the contribution of each of the explanatory variables. This can
be achieved by applying the regression method proposed by Firpo et al. (2009,
2011, 2018) to estimate the effect of changes in the explanatory variables on any
distributional statistic of interest. This method replaces the dependent variable of the
specified model by the corresponding RIF for the distributional statistic of interest.
For a detailed explanation of this approach, see Firpo et al. (2018). For identification
purposes, the FFL approach shows that, when there are no group differences in the
wage determination functions, we should find no wage structure effects. Also, if
there are no group differences in the distribution of the covariates, there will be no
composition effects.

In decomposing the gender wage gap between males and females in the Nigerian
labour market, we employ a quantile distributional measure that has been extensively
applied in the decomposition of wage distributions. They are found useful to infer
entire distributions and counterfactual distributions, even when the object of interest
are the unconditional quantiles (Firpo et al., 2018; Machado and Mata, 2005; Melly,
2005) and have been used, for example, to address the issues of glass ceilings and
sticky floors in decompositions of the gender wage differential. We estimated the
wage gap at the 10, 20...,90 quantiles to cover the entire distribution.
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3.2 Sample Selection

As stated in the background of this paper, Nigeria’s labour market is characterized
by high unemployment for both males and females. As a result, labour force
participation is far higher compared with the number in wage employment, and
as noted by Bhorat and Goga (2013) the subsample number of wage earners is not
representative of the participation rate. Also, many empirical studies (see, forexample,
Bhorat and Sumayya, 2013) used sample correction, especially the methodology
suggested by Heckman (1976), to correct for the bias due to selection in the labour
force and employment. The Heckman approach models earnings as a function of
the characteristics of wage earners conditional on the fact that these earners are a
subsample of all the employed whichis, in turn, a subsample of potential participants
whose wages cannot be determined. However, as Bhorat and Goga (2013) point out
in their study, this approach has shortcomings that may introduce some bias in the
gender wage decomposition. These include: difficulty in identifying the exclusion
restrictions appropriately; the measurement of the error problem; the presence of
heteroscedasticity; and the identification and validity of the assumptions that underlie
the distribution. We also tried to correct for selection bias, but our results were
consistent with those of other studies (Bhorat and Goga, 2013, among others) that
applied this approach and did not find the correction term statistically significant. In
light of these limitations and data constraints this study found a strong justification to
apply sample correction procedures. However, in order to control for the index number
problem, we normalized the dummy variablesin the estimations and interpreted the
results directly.
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4. The Data

We use the 2003/2004 and 2018/2019 Nigeria Living Standards Surveys (NLSs) for
this study. In the 2003/2004 living standards survey, a total of 92,000 responses of
individuals were captured; 68,500 of these individuals were in the labour market
while 15,888 were in paid employment. The 2018/19 survey is the most recent survey
in the country, with a total of 116,320 individuals; 49,780 of these individuals that
were included were in paid employment. The sample for our analysis was restricted
to individuals aged 15-65 years in paid employment with full information on key
variables. This leaves a sample of 7,835in 2003/2004 and 6,067 in 2018/2019. Notably,
the sampling frame and information collected were the same across surveys, which
allows for comparisons over time.

Forthe key variable, wages, respondents indicated the frequency of payment, i.e.,
daily, weekly, biweekly, monthly, quarterly or annually. To facilitate comparability, we
converted all wages to reflect monthly income. This is consistent with the structure
of the labour market Nigeria where, except for labourers who are remunerated on a
daily or piecemeal basis, the majority are paid on a monthly basis. In order to facilitate
the comparison of wages over time, and using 2009 as the base year, we deflated
the nominal wages by the consumer price index to obtain real wages. Figure 1 plots
the kernel densities of log earnings for the two surveys, while Figures 2A and 3A in
the Appendix show nominal and real wages for different occupations. The density
function for the two years are approximately normally distributed. However, the
density function is left skewed in 2003/2004 compared to 2018/2019, suggesting that
the mean is less than that of 2018/2019 (in nominal terms anyway). Also, the density
of the function of female wages lies to the left of the function for males, suggesting
that the mean of female wages is smaller relative to that of males.
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Figure 1: Male and Female Wage Kernel Densities for 2003 /2004 and 2018 /2019
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Source: Author's computations with Nigeria LSS 2003/2004 and 2018/2019

Additional variables that are used in the analysis are: occupation, education, age,
marital status, unionization, geopolitical zone dummies and rural/urban location. The
data set has no specific information on experience and tenure.

Table 1 shows the descriptive statistics (mean and standard deviation) of the
key variables by gender for 2003/2004 and 2018/19. We find that average wages are
higher for males compared to females in the two periods. For example, in 2003/2004
and 2018/2019, average wages for male workers were N13,775.50 and N42,822.30,
respectively. The average wage for females over the two periods were NN11,249.51 and
N33,453.70, respectively. The wage gap between them was N5,574.30 in 2003/2004,
and by 2018/2019 the average wage gap in nominal terms had risen to N9368.60. Over
the 15-year period, the average male wage increased by approximately 54.81%, while
that of female workers went up by about 58.82.4%. The ratio of the male nominal
wage income to that of female workers was 1.40 in 2003/2004, but dropped to 1.28 (or
by 1.22 in real wages) in 2018/2019. This seems to suggest a reduction in the relative
gender wage gap over the two periods.
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Table 1: Descriptive statistics of variables by gender and period

Time=> 2003/2004 2018/2019

Gender=> Male Female Male Female
Variables mean sd mean sd mean sd mean sd
Wage (nominal) 19349.8 40325.6 13775.5 38316.6 428223 31293.4 33453.7 30890.3
Inwage 9.01 1.40 8.49 1.42 10.41 0.75 10.04 0.89
Realwage 30376.6 63305.5 21625.6 60151.6 15922.5 25816.9 13192.6 16059.0
Inrealwage 9.46 1.40 8.95 1.42 8.87 1.49 8.86 131
Demographics/location

Age 41.3 11.77 39.3 11.76 38.9 11.85 37.5 11.07
Urban 0.31 0.46 0.34 0.47 0.46 0.50 0.56 0.50
Never married 0.16 0.36 0.08 0.27 0.26 0.44 0.23 0.42
Married 0.80 0.40 0.76 0.43 0.71 0.46 0.63 0.48
Divorced 0.01 0.09 0.01 0.11 0.01 0.08 0.02 0.14
Separated 0.02 0.14 0.04 0.19 0.01 0.12 0.04 0.20
Widowed 0.02 0.13 0.12 0.32 0.01 0.10 0.09 0.28
Union 0.15 0.35 0.09 0.28 0.37 0.48 0.39 0.49
Education

None 0.09 0.29 0.10 0.31 0.07 0.26 0.03 0.17
Primary 0.36 0.48 0.40 0.49 0.13 0.34 0.10 0.29
Secondary 0.33 0.47 0.31 0.46 0.42 0.49 0.34 0.47
Above secondary 0.22 0.41 0.18 0.39 0.38 0.49 0.54 0.50
Occupation

Professional_technical 0.11 0.31 0.09 0.28 0.25 0.43 0.56 0.50
Administration 0.02 0.14 0.01 0.11 0.15 0.35 0.11 0.32
Clerical services 0.16 0.37 0.14 0.34 0.15 0.35 0.13 0.33
Sales_related 0.09 0.29 0.29 0.45 0.04 0.20 0.05 0.21
Manufacturing 0.10 0.29 0.07 0.26 0.26 0.44 0.05 0.22
Agriculture 0.48 0.50 0.39 0.49 0.31 0.46 0.22 0.41
Others 0.04 0.19 0.01 0.08 0.03 0.17 0.01 0.12
Observations 5083 2752 4159 1906

The average age for males and females were 41.3 and 39.3, respectively, for the
period 2003/2004, while in the 2018/2019 period, they had gone down to 38.9 and
37.5, respectively. It appears that, recently, younger people have been entering
the labour market. This may be attributed to the younger age at which individuals
completed their education at different levels in recent years compared to earlier
periods. Statistics also show that the percentage of urban wage earners increased
from 31% and 34% in 2003/2004 for males and females, respectively, to 46% and 56%
by 2018/2019. This suggests that there were more females than males working in the
urban wage sector in Nigeria. Corresponding to this is, the percentage of married
individuals in wage employment declined from 80% and 76% in 2003/2004 to 71%
and 63% in 2018/2019 for males and females, respectively. This may be attributed to
the younger age of the labour force over time. Union membership increased for both
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men and women between 2003/2004 and 2018/2019. We also note that there is a high
rate of unionization among women compared to men in 2018/2019. An increase in
union membership also suggests an increase in the proportion of decent jobs where
workers have a voice in the Nigerian labour market.
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5. Results

Over the period studied, there was an increase in the secondary and above-secondary
levels of education for both males and females. More specifically, while the average
level of education above secondary increased marginally from 22% to 38% for male
workers, the corresponding increase in the same level of education for the female
labour force was from 18% to 54% (or a 36-percentage-point increase). Thus, the
female labour force appears to have achieved more in the above-secondary level of
education compared to males over the two periods. Alook at occupations shows that
thereisanincreaseinthe number of males and femalesin technical and professional
jobs and administrative positions. The number of females joining professional and
administrative jobs saw a significant increase over the past 15 years in Nigeria.
Conversely, the percentage of males and females in clerical services declined by one
percentage point. Furthermore, while there was a huge increase in the percentage
of males in manufacturing and processing from 16% to 26%, there was a decline
in the percentage of females in this occupation, even though it is a well-paying
sector compared to agriculture. The proportion of males and females in agricultural
employment declined from 48% and 39% to 31% and 22%, respectively, over the
2002/4 and 2018/19 periods. Although women are moving into better paid industries
in recent years, their average pay remains lower in the same occupation compared
to men (see Figures 1A and 2A in the Appendix).
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6. Discussion

6.1 The Gender Wage Gap and Overall Decomposition

21

This section presents our estimates of the gender wage gap in Nigeria. In the
decomposition, the male coefficients are used as the reference coefficients and
the counterfactual shows what female wages would have been if had they similar
characteristics than their male counterparts. However, as in some previous studies,
since the counterfactual is similar to the male coefficients, we chose not to report
them. Table 2 and Figure 2 present the aggregate results for the gender wage gap,
which includes the mean and the decomposition results at all points on the wage
distribution from the 10" to the 90™" quantile, obtained from the Oaxaca-type RIF

decompositions for the 2003/2004 and 2018/2019 surveys.

Aggregate Decompostions
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Total gender wage gap, composition and wage structure effects

Figure 2
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First, the overall results show that thereis a significant gender wage gap in Nigeria,
atthe mean and at all points along the wage distribution for the two periods. Women
consistently earn less than men in Nigeria. This is in line with the finding by Aderemi
and Alley (2019) who show a wide variation in the wages of males and females in
favour of male workers in private and public sectors in Nigeria. This evidence is also
supported by studies in other African countries, such as South Africa (Ntuli, 2009;
Bhorat and Goga, 2013), Kenya (Kabubo-Mariara, 2003; Agesa et al., 2013; among
others). Second, the pattern of the gender wage gap differs in the two periods. In
2003/2004, the gender wage gap was larger in the middle of the distribution (i.e., the
30th-60th quantiles) as well as at the mean, while it is smaller at the bottom and the
top of the wage distribution. For example, at the 30th, 40th, 50th and 60th quantiles
the mean gaps were 0.555, 0.568, 0.576 and 0.520, respectively. However, from the
70th to 90th quantiles the gap went down progressively from 0.435 to 0.374. Bhorat
and Goga (2013) found similar patterns for gender wage gaps in post-Apartheid
South Africa. The high negative value of the composition effects attenuated the gap
at the 90th quantile, thereby causing it to decline. Thus, this inverted U-shape is
evidence against the sticky floor and glass ceiling in the gender wage gap in Nigeria
in 2003/2004. Third, since the 2003/2004 period there has been a change in the
dynamic of the gender wage gap such that the gap is wider at the bottom, that is,
between the 10th and 40th quantiles than at the top of the distribution, which started
reflecting in the 2018/2019 data. At the lower end of the distribution the mean log
wage gaps are 0.413,0.492, 0.454 and 0.488, respectively, for the 10th, 20th, 30th and
40th quantiles. However, for the 60th, 70th, 80th and 90th quantiles the gaps were
0.258,0.229,0.219 and 0.107, respectively. This is strong evidence of a sticky floor in
the gender wage gap in Nigeria. Chi and Li (2008) found similar effects for the gender
wage gap in China. It means that women who earn low wages in the country earn
less than men even if they have similar attributes, whereas those who earn more face
a smaller wage disparity relative to males. Nevertheless, the gender wage gap still
exists in Nigeria despite the gains females have made in wage-setting characteristics
since 2005 such as higher education, more employment in unionized jobs and an
increasing share of professional and administrative positions. However, these factors
may have accounted for the decreasing gap at the top of the wage distributions as
they are related to high-paying jobs. This is shown in Figure 2, where we report the
total difference for the two periods as well as the composition and wage structure
effects (that is, the explained and unexplained gaps).

In the 2003/2004 period, the wage structure effect was dominant, explaining
between 94% and 123.5% of the total wage gap and was significant at every pointin
the wage distribution. The composition effect was only significant at the highest end
of the wage distribution. Thus, returns to characteristics and not the characteristics
themselves were the major driver of the gender wage gap in Nigeria in 2003/2004.
This may be due to the norm that employers of labour in Nigeria, especially in the
private sector, usually do not see women as efficient as their male counterparts even
when they have similar characteristics. As a result, the trend was to price them lower,
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possibly due to the high unemployment rate, which also works against women in
the labour market. This may have been the reason why the issue of the gender wage
gap started dominating wage policies and attracted the attention of various interest
groups in Nigeria that led to the signing of the Gender Equality Duty Act 2007, and
the crafting of the “Growth and Equality” and the Equality Act 2010. This legislation
was meant to address issues related to discrimination against women in terms of
how they are rewarded in similar jobs if they have similar attributes than the male
counterparts. This may also explain the recent increase in the share of women in
labour unions in the country.

Unfortunately, there is still evidence of the gender wage gap in Nigeria even
though thereis a general decline at almost all points along the distribution as shown
by the results for the 2018/2019 period. The decomposition results for 2018/2019
show that the composition effect accounted for a significant share of the gender
wage gap between the 10" and 50" quantiles, and even at the 70" quantile, with a
share of between 16% and 32.8%. Conversely, the wage structure or the unexplained
effect, though still dominant, accounts for between 62.2% and 103.7% of the gap. At
the mean, 87.5% of the wage differential is attributed to returns to characteristics,
while 12.5% is due to differences in the observed characteristics. The larger gap
observed at the bottom of the wage distribution during this period compared to the
2003/2004 period partly and significantly accounted for the positive contributions
of the observed characteristics to the gap. This presents emerging evidence that
women’s attributes are lagging behind those of men, especially at the bottom end of
the wage distribution and that this sticky floor is explained both by the composition
and the wage structure effects. At the top of the distribution, women receive wages
fairly similar to men. However, the general decline in the wage gap in recent periods
can be attributed to some factors including government anti-discriminatory labour
policies, agitation for equal pay and improvements in the endowment of women. In
other words, more recently the pricing of wages for women as well as gains in their
observed characteristics have been effective at the top of the wage distribution,
therefore in well-paying jobs the gap between the two sexes is decreasing rapidly.

6.2 Detailed decomposition of gender wage gap

A decomposition of the gender wage gap produces different results based on the
choice of categorical variables or the issue of identification of reference groups.
To avoid this, following Yun and Lin (2015) we normalized categorical variables
(i.e., education, occupation and zones) to produce decomposition effects that are
expressed as deviation contrasts from the grand mean. Also, we tried computing
potential experience as a function of age and years of schooling conditional on
educational qualifications and using it as one of the covariates. But the computed
experience and its square were statistically insignificant at all quantiles for both the
composition and wage structure effect. This may be because itistoo linear to capture
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any of the characteristics of the Nigerian labour market characterized by both high
levels of unemployment and the long duration of unemployment. Hence, we dropped
it and continued using age, which also includes years of experience.

The detailed decomposition results that show the effects of individual covariates
on the gender wage gap are reported in Figures 3 to 5 and Tables 1A and 2A in the
Appendix. The findings show that demographic characteristics, human capital
(education level), occupational factors and location explain the composition effect of
the wage gap as well as the wage structure effect. As a general note and corroborating
the findings by Firpo et al. (2018), no single factor appears to be able to fully explain
the polarization of the wage distribution over time. The continuing growth in returns
to education, especially at a level above secondary education, is the most important
cause for the decline in the wage gap in Nigeria. Changes in the occupational structure
of the workforce, especially more women joining top administrative and technical
positions in both the public and private sectors in Nigeria, have not consistently and
significantly explained the pattern of the wage gap in terms of both composition and
wage structure effects.

6.2.1 Demographic Factors

Age: For the 2003/2004 and 2018/2019 periods, while the endowment effects
related to age contribute positively and significantly to gender wage at the mean and
between the 20" and 90" quantile, the results also show that age serves to reduce
the gender wage gap through the wage structure effect. For the 2018/2019 period,
the effect of age on the wage structure effect (or the unexplained component) was
statistically significant in the middle of the distribution. For the composition effect,
the higher average age of male workers potentially includes more work experience,
which may explain its effect of widening the gender wage gap. By contrast, the negative
contributions of age through the unexplained (or wage structure) effect could be
because with an increase in age, along with the experience embodied in it, the rate
of pay for women is such that the gap becomes smaller. In terms of magnitude, the
overall effect of age acts to reduce the gender wage gap, since the negative effect on
the wage structure effect is stronger than its positive effect through the composition
effect. This is more pronounced in the 2018/2019 period.

Urban Location: For the two periods, we found strong evidence that living in an
urban area has a statistically significant reducing influence on the gender wage gap in
Nigeria, mostly through the composition effect. The price effect of urban residence is
negative at almost all points, except at the 10" and 90" quantiles. The net effect shows
that urban residence reduces the wage gap except at the 10, 70" and 80" quantile for
2018/2019 period, where net effects are positive. Thus, the effects of urban residence
in reducing the gender wage gap are strongest in the middle of the distribution. This
finding may be attributed to the fact that urban sector employment has become more
competitive in the country in recent years and women who have the opportunity
to secure such jobs receive pay that is closer to what their male counterparts earn.
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It is also important to note that urban wages in Nigeria have increased in nominal
terms since about 2000 when the financial services industries started attracting a
more educated labour force, especially through offering competitive wages and
also the upward review of entry-level qualifications to a bachelor’s degree in most
establishments, whether private or public.

Marital Status: Marital status is one of the most important labour characteristics
and has been found to have a significant influence on labour force participation rate,
occupational choice and wages, especially in the private sector because it influences
labour force productivity, especially that of women. Our findings, as reported in
Tables 1A and 2A and Figure 3, consistently show across the two periods and for both
composition and wage structure effects that being married widens the gender pay
gap at all points of the wage distribution. This finding may be due to the belief that
married women tend to have lower productivity and as a result they are not attractive
to mostemployers for certain positions, which causes the pay gap to widen when those
jobs are paying higher wages. Moreover, the way women are rewarded still widens
the gaps because it is likely that employers would offer low pay for reasons such as
high levels of absenteeism as a result of childbearing, except in the public sector
where women enjoy longer maternity leave and marriage has little or no influence
on employment in most establishments.

Figure 2: Explained and unexplained effects of demographic factors on gender
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Figure 3: Explained and unexplained effects of levels of education on gender wage

gap
Explained Effects of Education 2003/2004 Explained Effects of Education 2018/2019
02
-02
Cl lowthigh mm  Cllowhigh
primary -04 — primary
Cllow/high mm  Cllowrhigh
secondary -06 —  secondary
Cllow/high mm  Cllowhigh
above_secondary ~08 above_secondary
0 0 4 e s 10 o 2 4 e & 10
cl cl
Unexplained Effects of Education 2003/2004 Unexplained Effects of Education 2018/2019
2. A

mm Cllow/high Cl low/high

— primary primary
Cllow/high
secondary

Cl low/high

mm  Cllow/high
=14 secondary
= Cllowhigh

2] above_secondary -3

above_secondary

ot o1

Authors' computations using Nigeria LSS 2003/2004 and 2018/2019

6.2.2 Effects of Education/Human Capital

Education: Theresultsreportedin Table 1Aand Figure 4 show that for the 2003/2004
period the endowment effect associated with education above the secondary level
has an increasing effect on the gender wage gap at all points in the distribution, and
the magnitude of this effect is bigger at the upper end of the wage distribution (i.e.,
60t to 90 quantiles). Conversely, the wage structure effect associated with higher
education acts to reduce the gender wage gap. Aggregating both effects, we found
that for this period education above secondary level has a reducing influence in
the middle and at the lower end of the wage distribution, while its influence at the
higher end is to increase the gender wage gap, especially between the 70" and 90t
quantiles. This may be due to the fair share of women in the above-secondary level of
education during this period even though it favours women in terms of how they are
rewarded in the labour market.1n2018/2019, both the composition and wage structure
effect associated with higher education acted significantly to reduce the gender
wage gap. This suggests that the increasing share of women with higher educational
qualifications is paying off. That is, where women happen to have obtained higher
educational qualifications such as university degrees, they have continued to have a
fair share of well-paying jobs, which may have been the major cause of the reduction
in the wage gap in the labour market in 2018/2019.
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6.2.3 Effects of Occupational Factors

The effects of occupational factors such as union membership, public sector
employment (the dominant employer in Nigeria), and types of occupation on the
gender wage gaps are reported in Tables 1A and 2A as well as in Figure 5 for the two
periods 2003/2004 and 2018/2019.

Unionization: The results for 2003/2004 show that the endowment effect related to
union membership in the workplace increases the wage gap at almost all pointsin the
wage distribution. The corresponding price effect is negative though not statistically
significant at all points in the wage distribution, except at the 30th and 40th quantile
where it is positive. While union membership increases the wage gap because men
are more likely to participate, by contrast, it decreases the gender pay gap in the
sense that women in union-related jobs get fairer pay compared to men. This may
be attributed to the fact that before and over this period, women’s unionization rates
were lower compared to men and hence they were in jobs with limited protection. Over
time unionization increased for both men and women. This may be the reason why in
2018/2019 there is a general union effect that reduces the gender wage gap through
both the composition and price effects. These results are consistent with theory as
unions are expected to negotiate better pay for its members, which consequently
reduces the gender wage gap as there is no gender bias in union negotiations.

Public Sector Employment: For 2003/2004, we found that the composition or
endowment effect of public sector employment acts to increase wage inequality
at the bottom and in the lower middle of the wage distribution. But at the top
of wage income, that is between the 70th and 90th quantile, the public sector
composition effect increased the gender wage gap. This can be attributed to the
underrepresentation of women in top positions in the civil service and across all
services sectors at that period. However, the wage structure effect served to reduce
the gender gap because men and women are not priced differently in Nigeria’s public
sector. The net effect of the public sector on the gender wage gap is that it increases
the gap at the lower end of the distribution (i.e., 10th and 30th quantile) but decreases
the gap between the 50th and 90th quantile. For 2018/2019, the net effect of price
and composition effects is positive between the 10th and 30th quantile. However,
both the wage composition and wage structure effect act to reduce the gender wage
gap between the 40th and 70th quantile before it moderates between the 80th and
90th quantile. This pattern of effect helps to explain sticky floor evidence found in
the wage gaps during this period. Overall, we have strong evidence that the public
sector reduces the gender wage gap.

Occupational Factors: to make the findings purposeful, we have focussed on the
occupationalvariables with significant coefficients for the composition effect or wage
structure effect, or both, over a certain range of the distribution. For this reason, we
interpret the effects of professional/technical employment, manufacturing and wage-
employed agriculture. For the two periods, the results show that the endowment
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effect associated with professional/technical and manufacturing employment
acted to widen the gender wage gap. Also, manufacturing employment has a wage
structure effect that acts to increase the wage gap over the two periods, whereas
the professional and technical employment wage structure effect acts to reduce
the gender wage gap through the wage structure component. Moreover, while the
wage structure component of professional/technical employment was found to be
significant, especially in the middle of the wage distribution during the 2003/2004
period, it was the composition effect that was statistically significant at the middle and
upper end of the wage distribution during the 2018/2019 period. Conversely, it was the
composition effect of manufacturing employment that was found to be statistically
significant at every point in the wage distribution during the 2018/2019 period. The
net effect shows that professional/technical employment tends to lower the gender
wage gap, but more recently the dynamic has changed so that it is now linked to
increasing gender wage inequality. Manufacturing employment has a net effect that
is associated with an increase in the gender wage gap over the two periods. These
results suggest that women are underpaid compared with their male counterparts
in these forms of employment.

Figure 4: Explained and unexplained effects of occupational variables on gender
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In2003/2004, agricultural wage employment reduced the gender wage gap through
the composition effect, however, this effect was reversed in 2018/2019. This change
can be attributed to the increasing mechanization of agriculture and how men benefit
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more than women in terms of wages. The net effect of agricultural employment
is to reduce the gender wage gap at all points in the wage distribution during the
2003/2004 period. But for the 2018/2019 period, it reduces the gender wage gap only
at the mean and at the 20™, 40™, 50*" and 60 quintile. The positive and statistically
significant constant terms in the unexplained component of the decomposition
represent a wage gap that is not attributable to any of the observed covariates and
therefore suggests the presence of wage discrimination in the labour market. Higher
values of the constant term in the 2018/2019 period imply that, even recently, wage
discrimination has grown.
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Summary, Recommendations and
Conclusion

Previous studies have tried to examine the gender wage gap in Nigeria using different
methods and survey data sets. However, to the best of our knowledge no study has
applied an extension of the Oaxaca-Blinder decomposition that relies on recentred
influence function (RIF) regressions to analyze gender wage gap at all points along
the wage distribution, and over time. In addition, previous studies mostly relied on
the mean decomposition and could only ascertain detailed decomposition for factors
thatexplain the gender wage gap at the mean. This canonical approach, rooted in the
framework developed by Oaxaca (1973), is sensitive to whether male or female is used
asthereference point. But our study was able to obtain a detailed decomposition that
can measure the marginal effects of each of the covariates in terms of the composition
effect and wage structure effect without being sensitive to the choice of the reference
group. The only study that is close to our own is Aderemi and Alley (2019) who used
data at one point in time to conduct a static analysis of the gender wage gap using
quantile regressions. Our study conducted a temporal analysis using different waves
of household surveys to understand how the gender wage gap had changed over time.
We could not correct for sample selection due to some limitations associated with the
previous literature. While our findings corroborated the findings of other studies on
the existence of the gender wage gap, especially at the mean wage, we made some
new findings as far as extant literature in Nigeria is concerned.

Our key results are as follows: First, based on the first objective, which is to
ascertain if there are significant gender differences along the wage distribution in
the Nigerian labour market, we found a considerable gender wage gap in Nigeria
both at the mean and at all points on the wage distribution. That is, apart from the
mean wage gap that is corroborated by previous studies in Nigeria and other sub-
Saharan African countries, the gender wage gap in Nigeria is also prevalent among
the lower, middle and upper wage earners. This finding is novel compared to what
we already know about wage inequality in Nigeria. Second, on whether there is glass
ceiling or sticky floor, another novel finding is that for the 2003/2004 period, contrary
to some of the studies (Landmesser, 2019, among others), the wage gap showed an
inverted U-shape. That is, the wage gap was bigger in the middle of the distribution
than at the bottom or the top, which is evidence against sticky floors or glass ceilings
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in Nigeria. However, as time progressed the dynamics of wage inequality changed
such that since the 2018/2019 period the gaps have been bigger at the bottom than
at the upper end of wage income. In order words, a more recently sticky floor has
appeared in the distribution of the gender wage gap in Nigeria. This suggests that
when women are in low-paying jobs, men earn much more compared to when they
are in top-paying occupations.

Third, to ascertain how gender wage gap and factors explaining it have changed
over time in the Nigerian labour market, our findings showed that over the previous
15years or more, there had been a general decline in the gender wage gap in Nigeria,
especially among high-income earners. This means that women in top public sector
employment, administrative, executive and professional positions and other high-
paying jobs experienced less pay disparity compared to their male counterparts. This
may be due to improvements in women’s education, a shift into more professional
and technical jobs, and greater unionization. All this contributed to reducing the
gender wage gap.

Fourth, another finding related to the second and third objectives is that most
of the gender wage gap is explained by the wage structure effect rather than the
composition effect over the two periods. However, more recently, as depicted by the
2018/2019 results, the composition effect partly significantly accounted for why there
was a bigger gap at the bottom of the wage distribution than at the top. Its contribution
to the gender wage gap was significantly different from zero, between the 10" and
50t quantile, thereby reinforcing the positive effect of the unexplained component.
This implies that it was the returns to characteristics that explained the wage gap
over the entire distribution in the 2003/2004 period and not the characteristics of the
sexes. Conversely, for the 2018/2019 period the characteristics became a significant
component of the wage gap, especially at the lower income. It may be that women
at the bottom of the wage distribution have inferior endowments compared to those
at the top. For the two periods, we found the constant terms associated with the
wage structure effect statistically significant and large. This can be interpreted as a
measure of wage discrimination in line with Bhorat and Goga (2013), among others.

On the second objective, the detailed decomposition results showed that factors
such as age, urban residence, marital status, education level, especially above
secondary level, union membership, public sector employment and occupational
factors cannot be ignored, as they exert significant influence on the wage gap. While
possessing certain attributes may help women to find well-paying jobs in the labour
market in Nigeria, attributes such as education level above secondary, age (which may
also serve as a proxy for experience), union membership and location, also increase
their negotiating power in the labour market. Some characteristics such as urban
residence, marital status, higher education and union membership have remained
consistent over time with how they the affect gender wage gap, especially through
the wage structure effect.
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These findings have important implications for the design of effective gender-
sensitive policiesin Nigeria, especially as it concerns pay differentials at the workplace.
The finding that education above the secondary level has been having a significant
reducing influence on the gender wage gap through both the composition and wage
structure effect since 2003/2004 suggests that efforts should be geared towards
promoting higher education qualifications for women, even when they are already
in the labour market. In recent years, there has been an increase in the admission
of girls and women into degree programmes, and even higher degrees, to Nigerian
universities. This level of education can be achieved by making education affordable
and the learning environment conducive, with no interruptions, to enable them
to complete their studies on time and join the labour market. Women should be
encouraged to go into technical and professional and wage employment jobs in
agriculture, as well asin the public sector. The private sector should try to implement
gender-sensitive policies in the workplace so that the extent of discrimination could
be reduced.

Further, women should be given more opportunitiesin urban employment where
wages are higher and the gap is lower. Invariably, there is a need to promote policies
that would reduce urban unemployment for women. Union membership is another
important factorin reducing the gender wage gap in Nigeria. This, therefore, suggests
that women had continued sustaining the momentum seen since 2005 in joining
labour unions at the workplace. Finally, based on our findings that certain types of
occupation appear to propagate the gender wage gap, policies could aim to increase
women’s access to high-paying occupations in the public and private sectors.

Our study has made novel findings about the gender wage gap in the Nigerian
labour market. However, there are still areas that need to be studied to shed more light
on the nature of gender inequality. For example, as richer data sets become available
researchers can control for sample selection bias. In addition, statistical agencies
should collect labour market data that is more comprehensive (e.g., panel data sets
and data that include information on work experience and firm size) to allow for an
in-depth analysis of the gender wage gap. Furthermore, the study identified factors
thatdecrease and increase the gender wage gap in Nigeria. Hence, further research is
needed to unravel why women are disadvantaged as a result of some of these factors
that tend to narrow the wage gap. Finally, future research should focus on why there is
gender wage heterogeneity across sectors such as agriculture, manufacturing, public
sector, and professional and technical occupations.
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APPENDIX

Figure 1A: Labour force participation rates between 2004 and 2018
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Source: Authors’ computation from NBS (2019).

Figure 2A: Average Monthly Nominal and Real Wage

Average Monthly Nominal and Real Wage, 2003/2004 Survey
Base year=2009
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INVESTIGATING THE GENDER WAGE GAP IN THE NIGERIAN LABOUR MARKET
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Mission

To strengthen local capacity for conducting independent,
rigorous inquiry into the problems facing the management of economies in sub-
Saharan Africa.

The mission rests on two basic premises: that development is more likely to
occur where there is sustained sound management of the economy, and that such
management is more likely to happen where there is an active, well-informed
group of locally based professional economists to conduct policy-relevant research

Improve quality.
Ensure Sustainability.
Expand influence.

www.aercafrica.org

Learn More
o www.facebook.com/aercafrica www.instagram.com/aercafrica_official/
o twitter.com/aercafrica ° www.linkedin.com/school/aercafrica/

Contact Us
African Economic Research Consortium
Consortium pour la Recherche Economique en Afrique
Middle East Bank Towers,
3rd Floor, Jakaya Kikwete Road
Nairobi 00200, Kenya

Tel: +254 (0) 20 273 4150
communications@aercafrica.org






