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Abstract 

Demographic characteristics such as age, sex, education, matrimonial status 
and fertility can be key contributors towards labour market dynamics. The 
component of earnings can be distinguished from the unequal labour market 
returns components and the tax-benefit system component. The work in this 
paper presents different sources of household income opportunities to 
individuals based on occupation, sex, sector of residence of employment, 
sources of employment and educational attainment.The outcome of the 
dimension of income distribution on the labour market analysis also shows 
that inequality is higher among women involved in income earning activities 
compared to men in the same employment segment. The results also show 
that labour market participation is higher among household heads employees 
who have university education, while male household heads earn higher 
average income than female household heads.  

 
 

Modelling the labour market and demographic pattern in Nigeria is concerned with the 
various and complex influences that can exist between labour market variables and demographic 
characteristics. The main demographic characteristics dealt with in this study are age, sex, education, 
matrimonial status, and fertility. These variables can potentially account for changes in labour market 
dynamics. 

The labour market variables of most interest in this research are the labour force participation 
rate and earnings. The labour market for female differs from that for males most evidently in the 
participation dimension. Although female labour force participation has risen very dramatically 
during the last century its extent remains well below the male participation rate. 
Although various studies have shown that there is a negative association between female labour force 
participation and fertility in developed countries, while mixed conclusions are observed for 
developing countries (United Nations, 1985).Delay in childbearing seems to have result in higher 
wages for women, a result often explained by delay in providing additional time to accumulate human 
capital (Amuedo-Dorantes and Kimmel, 2005). 

Other studies have attributed matrimonial status (whether married or not), age at which they 
are married and age at first birth, their educational attainment, number of children and their ages, 
availability of work and socio-cultural norms and values asforces inhibiting women from participating 
in the labour market (ILO, 1998).   

However, Sheehan and Standing (1978) reported that matrimonial status and fertility may not 
necessary be the only considered factors that inhibit women from labour market activity. Other 
factors, including social and environmental factors, may have a strong influence also. Olubor (2006) 
also attributed issues related to sex and biological life circle such as menstruation, pregnancy, birth, 
breastfeeding, menopause, infertility and general gynaecological conditions as factors limiting women 
to develop their own career. 

Looking at the extent these factors mentioned above limit the role of women in the labour 
market activity has raised various questions such as: Could the low participation rate in the labour 
market attributed to women educational attainment? or Is it the type of work that women are expected 
to do? or Is it the structure of the labour market itself? 

The aim of this study is to address these questions. The study will use the National Living 
Standard Survey (NLSS) of 2004 to examine the change in gender gaps in terms of the effects of 
education, work experience and the wage structure in Nigeria during this period. The analysis is 
particularly focused on the distribution and structure of earnings from work and determinant of 
earnings in the labour market activity.  
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Related Studies on Demographic Variables Influencing Labour Market Participation 
At the empirical level, the paper finds enough evidence to show that age is the most 

influential factor towards explaining labour market participation. Most of these studies reported that 
men in their prime age participate more in the labour market than women. Studies have also reported 
a positive relationship between the amount of education and the likelihood of labour market 
participation especially among women. For instance,Assaad and Arntz (2005) used the Egyptian 
labour survey of 1998 and the Labour force of 1988 to examine the gaps in terms of access to wage 
and salary employment and earnings in Egypt and found out that there is a significant increase in 
commuting time from home to work for men (30 to 40 minutes) but not women. Their study further 
revealed a shape decline in the proportion of highly educated women (aged 15-64) in employment. 
Sundaram and Venneman (2008) conducted a similar study on gender differential of literacy in India 
using 1991 district level census data of an average of 2 million population. Some of their findings 
show that adult's labour force participation appears to hurt girls' chances of literacy because it opens 
up the possibility for girls to work. 
 

It is important to note that education plays an important role in gender and development. It 
prepares men and women to solve problems of underdevelopment. Since the introduction of formal 
western education in Nigeria by the British, more men than women have access to formal education. 
Initially, women were oriented towards teaching and other care-oriented professions such as nursing. 
In the 1930s, gradually, more women entered into the fields of law, medicine and nursing. 
Considerable prejudice affected the relatively few women who sought employment in Nigeria in the 
1940s because they were largely regarded as second-class citizens whose main responsibility, aside 
from catering for the entire household, was to procreate (Oyekanmi, 1991). Despite the fact that more 
women are now going to school and being educated, there are still more women than men without 
formal education. There have been deliberate efforts by government and other stakeholders, to correct 
the disparity between male and female educational levels. These efforts are varied between different 
parts of the country. There has been a consistent increase in the number of women who graduated 
from tertiary institutions, while the enrolment number of girls in primary school is also on the increase 
(see Esan, 1995). 
 

Employment rate in Nigeria comprises 56.4 percent males and 32.4 percent of the female 
population that were economically active at the time of the 1991 population census (National Bureau 
of Statistics, 2000). The disparity between the number of employed males and females is long-
standing. Men appear to dominate all forms of work, except petty trading. For example, in 2005, there 
were about 227,000 men and less than 40,000 women employed as federal civil servants. This gap is 
hard to justify, especially as the distribution of the population shows those men and women are almost 
equal in number (51 percent men and 49 percent women of the total population). It is thus, reasonable 
to expect near equality in career aspiration and advancement, which in most cases is attributed to 
difference in educational attainment (Federal Office of Statistics, 2006). 

 
Marriage andother personal traits might be expected to influence female labour force 

participation. As Hoffman (1974) noted “it is not meaningful to try to describe the personality 
characteristics that distinguish working mothers. The pattern is too widespread and the group too 
heterogeneous. However, to compare between working and non-working mothers in the same 
situation, with comparable education and family incomes at the same stage in the family cycle with 
the same number of children and with equal opportunities for employment should reveal personality 
differences. Unfortunately, few such studies have been made in this area”.  

 
Even though it has been asserted that women constitute a relatively low percentage of formal 

setting employment in Nigeria, their participation rate has been on a gradual increase over the years. 
For example, in 1956, women constituted only 2.1 percent of wage earners; the percentage rose to 3.8 
percent in 1959, 10.8 percent in 1985 and is currently about 13 percent. The level of female 
participation in the federal civil service rose steadily from less than 10 percent in 1990 to about 14 
percent in 2005 (FOS, 2006). In relative terms, females were more concentrated at the lower cadre of 
the service. For instance in 1985 and 1992 women accounted for about 24 and 35 percent of all 
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federal civil servants on Grade Level 01 and 02 while for those on Grade Level 17, accounted for only 
between 3, 9 and 11.5 percent (FOS, 1998). 

 
Figure 1shows the trend of the Nigerian labour market at the Federal level from 1980 to 2005, 

a period of about 26 years. 
 

Figure 1: Male and Female Labour Market Participation Rates at the Federal Civil Service 
1980-2005 

 
Source: Federal Office of Statistics, Annual Abstract of Statistics (Various Issues) and Olukemi 
(2008) 
 

The federal civil service in Nigeria is regarded as the government employed staff in Nigeria 
and information on this employment is used as a proxy to denote the employment situation in the 
country. The private sector in Nigeria is now employing a larger proportion of the labour force but 
there is not adequate statistics to show the true picture of employment status in the private 
sector.From figure 1, it can be observed that the number of males employed far outweighs the number 
of females during the period under investigation. In percentage terms, the employment of 
males/females is in the proportion of 87 percent to about 13 percent during the entire period with little 
variation here and there. What this shows is that the female labour force participation rate is very low 
at the federal level in Nigeria. It is possible that there are more women in the private sector than in the 
public sector in Nigeria given that the total female population accounts for about 49 percent of the 
entire population. Another thing we can also infer from this is that a lot of women are not employed in 
the public sector perhaps because of their low educational attainment. It may also be attributable to 
the absence of domestic help, as some of the women have children who require their attention and in 
the absence of domestic help, the mother may have to stay at home to care for their children. The 
informal sector of the Nigerian economy has a lot more women than the formal sector because of the 
less restriction that the informal sector portends. 

 
To substantiate these discussions, Section 1.3presents the methodology. Section 1.4 discusses 

data, transformation and summary statistics, while 1.5 presents and discusses the results and section 
1.6summary and conclusion. 
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Methodology for Labour Market Analysis 
In this study, our aim is to develop a methodology to understand the structure of the Nigerian 

Labour market and its demographic patterns. We begin by discussing the two standard methods that 
have been commonly used in the literature. The first is to estimate a multinomial logit model in which 
participation choices and occupation choices are made simultaneously. This method is mostly 
favoured by Johnes (1999). It has the advantage that the number of occupation and participation 
periods which may be considered is not limited by the choice of methodology. To be sure, statistical 
consideration may lead one to prefer a relatively parsimonious specification of the multinomial logit, 
but this would result from the properties of the data rather than from the modelling procedure itself. 
The main disadvantage of the multinomial logit is that it supposes that participation and occupation 
decisions are arrived at simultaneously. 

 
This main disadvantage has led many other researchers to prefer a bivariate probit method. In 

this modelling procedure, the participation decision is made in the first stage of the model, and 
occupational choices are made in the second stage. Studies which have adopted this method include 
Johnes (2000). An interesting feature of this method is that it allows for sample selection biases which 
arise from the manner in which the participation decision interacts with occupational choices.Sample 
selection issues have received considerable attention in the microeconomics literature since the 
seminal contributions of Heckman (1979) and Lee (1983). In the present context, the problem is that 
we observed occupational choices only for those who have decided to participate in the labour market. 
Without correction, the equation which explains occupation would be based upon non-random sample 
of individuals. The bivariate probit approach corrects for such biases. However, the method does have 
alimitation. It allows consideration of only two participation states and two occupations. It is natural, 
however, to consider a greater variety of participation modes- for instance, full-time and non-
participants. And the collapse of occupation into just two broad headings would appear to be an 
excessive over-simplification. 

 
In view of the fact that neither the above methods is without its weakness, a third unit of 

analysis is applied in this present study – namely nested logit.  Nested logit models were developed in 
the early 1980s by McFadden (1981), but it is only recently that they have come to be used regularly 
in empirical analyses. Studies that have applied this method in the field of labour economics are to be 
found in the work of O’Donoghue et al, (2010).While this study is interested in the choice of 
estimation methodology, the main focus of interest remains on gender issue which is uncovered by the 
statistical estimations. We are especially interested in the information which our analysis provides 
about the structure of earnings from and determinant of earnings in the labour market. Table 1 
describes a set of nested choice equations describing the following labour market characteristics. They 
primarily relate to labour market characteristics and the presence of other market income sources. 

 
Table 1: Labour Market Equations 

In-Work Decision Labour Market Participation Addition Information 
In-Work -1 Employee  Occupation 
  Industry 
 Self-employed  
 Farmer  
In-Work -0 Unemployed  
 Retired  
 Student  
 Inactive  
Presence of Capital 
Income 

  

Presence of Benefits i.e. 
from Pension 
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Explanatory Variables (Labour Market):University educated, Upper secondary educated, 
Lower secondary educated, Primary educated, Married, # Children (aged 0-5), # Children (aged 6-10), 
# Children (aged 11-17), Rural, Experience, Experience2, Employed and # Number of children 
In order to estimate participation in the labour market using binary events such as in-work, we use 
logit technique due to the computational ease of undertaking these simulations. In order to use the 
estimated probabilities from logistic models within a Monte Carlo simulation, we draw a set of 
random numbers such that we predict the actual dependent variable. This technique is used to estimate 
the economic status of the individual. We first establish the economic status of the individual by 
determining whether or not the individual participates in the labour market. The expected outcome 
from the logit estimation was predicted on the probability of whether each individual (minimum 16 
years of age) participates or not in the labour market. Separate logit estimation was used for both male 
and female. We define our logit model as follows:  

*
i  = logit  i  = ln 







 i

i



1  = ii                                               (1) 

i is given as  

i  =  
 ii

ii






exp1

exp  = logit 1  ii                                             (2) 

 
Where *  represents labour market participation (yes or no) in the population year (2004), i  are a 
set of explanatory variables which include gender, marital status, number of children, educational 
attainment and potential experience.  
 

i is a disturbance term satisfying the condition 





i

i


  = 0 

We then create a simulated dataset, by generating a new residual term  i  for each individual, and 

calculated as i  = 
 
 i

i






exp1

exp
                                            (3) 

 
Probabilities were then generated separately for individuals that are originally in-work in the dataset 
and those not originally working. The steps we adopted are: 

 We run the logit model on the original datasets and generate the predicted participation 

probabilities 





 ^

i  

 We then create a uniform random parameter phi  i  taking values between 0 & 1 for 

individuals that are originally in-work where:  :
^

i  and  

 For individuals not originally in-work:  *1 ii  
^

ii   . In the simulated datasets, 
participation is observed when : 
 

i  = 1 if i <logit  i 1                                                            (4) 
 

The next step is that we repeat the steps above for the binary equations in simulating the 
various forms of participation such as employed and self-employed individuals and those individuals 
who are farmers. The last stage is to estimate the occupation and industry of the individual by means 
of a multinomial logit because they are not choice specific and defined as follows: 

 
1* 

ij
if ** ijij

  > max  ijij  , *jj                                     (5) 
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Where  *ij

  is a vector of characteristics of person i and household h.   is a set of coefficients. 

Within a utility maximising framework ** ijij
   can be regarded as the utility associated with 

choice j *  and  *ij  unobserved heterogeneity. 

 
This may be simplified to the case of only two economic activities. In such a scenario the 

above equation reduces to a logit model; 
 

   1  ƒ  ii    = exp  ii   /  ii   exp(1        (6) 

  /10   ii   exp(1                                                                   (7) 
 

The error terms are calculated in accordance to the equation 3 
Once, we have established the labour market characteristics of each individual, income variables may 
be modelled using an OLS equation 
in   ijiiij                                                                                        (8) 
 
Where ln  ij  is the natural log of earning of individual i in j work activity. The individual 
demographic characteristics, occupation and industry variables are also included among the   
variables used.The equivalence scale for each household is calculated based upon the OECD modified 
method. This applies a value of one to the first adult and a value of 0.5 to all other adults and gives a 
value of 0.3 to each additional child. 
 
 
Data and Data Transformation 

The primary source of data used in the model is the 2004 National Living Standard Survey, 
collected by the National Bureau of Statistics (NBS)Nigeria. It collects information on incomes, 
labour market status and demographic information, with 19,158 responding households and 92,610 
individuals. The sample design used is two-stage stratified sampling. At the first stage, clusters of 120 
housing units from each state and the Federal Capital Territory (FCT, Abuja) called Enumeration 
Areas (EAs) were randomly selected. The second stage involved random selection of five housing 
units from the selected EAs. About 4,017 recorded their incomes, thereby generating data for this 
study of 15,141 households from 36 states and the FCT. 

According to NBS this sample size is sufficient to produce estimates of key variables (at 
national and regional level) at the 95 percent confidence level with 5 to 7 percent margin of error. The 
concept of income used in this study includes income earned both in cash and in-kind. The income 
aspect is solely based on the determination of earnings. Both income and expenditure were measured 
on an annual basis of total income per capita in the survey as constructed from the disaggregated 
income questionnaire. 
 

The inclusion of weights in the estimation of this study is to account for non-response and 
ensures that we can more accurately represent changes in the actual population. We derived five 
sources of income from the data. These are employee earnings from wage work, non-farm self-
employment earnings, farm earnings, capital earnings derived from asset disposal/rental, and benefits 
derived from earnings from old age pension and educational assistance (scholarship). The economic 
status of the individual is established i.e. whether the individual is employed, self-employed or a 
farmer. These questions can be answered by identifying whether or not the individual is a recipient of 
earnings from employment, self-employment or farming. The occupation and industry for each 
individual is clearly given in the data and does not require transformation. 
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Transformation of the Variables 
The transformation of variables is carried out to achieve consistency of variable definitions 

across datasets. The educational variable is transformed into four broad levels of education i.e. 
primary, lower secondary, upper secondary and university. The age variable enables us to construct an 
age bracket that can be used to define a child. This is used to create variables for the number of 
children in each household by narrow age category e.g. zero years to five, six to ten years and eleven 
to seventeen years old. The marital status takes the form of single, monogamous marriage, 
polygamous marriage, separated, divorced, widow and informal union. We combine monogamous and 
polygamous marriage variables to represent all those individuals who are currently married.  
 
Summary Statistics 

In this sub-section, we describe the average annual income from each income source by decile 
as shown in Figure 2. The figure shows that the richest household in decile with income from farm is 
significantly higher than other household earning sources and about 130 percent higher than the 
poorest household in the same decile. For all other household earning sources follow similar pattern 
with lesser gap between the richest household with self-employed (non-farm) and the poorest in decile 
1. However, household with capital and benefit received followed a similar pattern also. 
 
 
Figure 2: Average Annual Income from each Income Source by Deciles 
 

 
Source: Author's own calculations using the NLSS 2004 datasets described in the data section 
 
   Also note that capital incomes were derived from those incomes that are classified as not 
regular income such as tips, commission, and asset sales. For benefit income we only use pension and 
educational benefit (Scholarship) to generate the variable.  
 Table 2 reveals that the percentage of adults aged 16 years and above is 80.97 percent in 
Nigeria. Farming accounted for the highest percentage of adults (33.03 percent), followed by self-
employed with 27.08 percent and wage employment with 12.74 percent respectively. The proportion 
of adults engaged in farming is greatest for old married couples (Group 11) with 62.68 percent. For 
wage employment, single persons (group 1) are for the highest category with 18.08 and followed by 
unmarried couples with children 14.87 percent (Group 8). This signifies that married individuals are 
participating less in the labour market in Nigeria especially among women. The proportion of 
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household heads with capital and benefit income varies between household groups with the 
percentage of others in group 12 accounting for 50.0 percent of household heads. The percentage of 
households in receipt of benefits is greatest for household heads with the highest benefit income 
(married with more than two children and other adults in the household). 
 

Table 2: Percentage of All Adults Aged 16 and Above in work, Employed, Self Employed, 
Farmer, Capital and Benefit Income Recipient by Household Group 

Source: Calculations based on National Living Standard Survey data weighted to represent the entire 
household population. 
 
Household Income Sources 

Table 3 examines the importance of each source in determining household income. The result 
is presented according to the occupation of the household head. For most occupation groups, 
employee and self-employment income is the main contributor towards overall household income. 
Households headed by those working in agriculture and forestry have a large proportion of income 
from farm income. The low percentage for capital income concurs with Figure 2.  Benefit income 
contributes only to a small part of household income. 

 
Table 3: Income Source and Taxation as a Percentage of Household Market Income for Each 

Occupational Category of Household Head (Working Adults Only) 

 

Groupi Inwork Employed 
Self-

employed Farmer Has capital Has benefit 
       

1 76.10 18.08 33.80 26.60 21.52 0.00 
2 50.01 0.00 32.23 39.92 27.85 0.00 
3 77.86 9.66 34.36 30.23 20.77 4.99 
4 74.53 12.49 25.65 41.07 17.58 3.22 
5 84.60 10.72 25.03 38.16 17.82 8.27 
6 79.45 12.80 29.94 28.16 17.86 11.25 
7 75.94 13.83 28.96 30.70 15.96 10.56 
8 77.31 14.87 27.90 29.09 19.65 8.49 
9 66.36 12.92 27.85 28.12 20.48 10.63 

10 86.87 12.53 25.61 35.01 18.42 8.43 
11 57.20 0.00 4.60 62.68 26.00 6.72 
12 0.00 0.00 0.00 0.00 50.00 50.00 

Total 80.97 12.74 27.08 33.03 18.71 8.44 
  

Occupation 
Employee 

income 

Self-
employment 

income 
Farm 

income 
Capital 
income Benefits Taxation 

Professional or Technical 53.09 15.29 23.33 3.38 0.76 4.15 
Administration 68.17 13.73 9.31 4.53 0.82 3.45 
Clerical & Related 50.86 16.70 23.55 2.49 1.93 4.48 
Sales & Related 8.67 51.15 28.12 4.34 3.38 4.34 
Services & Related 31.88 32.69 25.10 2.53 3.56 4.24 
Agriculture & Forestry 0.90 1.09 96.12 1.06 0.33 0.49 
Production & Transport 26.10 36.08 30.17 1.49 1.47 4.69 
Manufacturing & 
processing 14.90 53.99 21.77 3.98 0.79 4.57 
Others 16.13 61.42 14.62 2.36 0.09 5.39 
Total 11.52 13.36 70.43 1.93 0.90 1.86 
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Household market income is defined as income before the deduction of taxation and including 
benefits. Table 3 shows the proportion of household market income from each component of income 
and taxation as a proportion of gross household income. Employee earnings formed the majority of 
earnings for most occupation groups, the exception being agriculture and forestry. Households headed 
by those individuals in agriculture and forestry sector gain almost all of their income from farming 
activities. The proportion of income from employee earnings was highest for those households headed 
by employees in administration which comprises senior manager, legislator, and senior government 
officials. Other related activities and manufacturing and processing gained a higher than average 
proportion of earning from self-employment. Capital income varies among the household heads with 
the capital income percentage being highest for administration. Taxation is mainly accounted for by 
income taxation. Other occupational activities household heads accounted for the highest taxation 
percentages and also the lowest benefit. It is interesting to note here that benefit received does not 
actually equate the amount of contribution made towards paying taxes from occupational related 
earnings.  Most occupational household heads gross income is taxed as a percentage of their gross 
household income.  
 
Education  

Education is an important determinant of employment participation and income. The 
following three tables are used to examine this relationship 
 
Table 4: Participation Rate of Household Head by Educational Attainment (For Household 
Heads) 
Educational 
attainment Inwork Employed 

Self-
employed Farmer Hascapital Hasbenefit 

No education 81 3 21 65 25 7 
Primary 85 6 37 50 27 12 
Lower 
secondary 84 14 43 38 21 14 
Upper secondary 77 23 47 18 23 13 
University 82 40 37 23 34 15 
Total 81 16 35 42 25 11 

Source: Calculations based on National Living Standard Survey data weighted to represent the entire 
household population.  

Table 4 shows the percentage of household heads by educational level in each employment 
status. The proportion of university educated earning employment income was 40 percent and 37 
percent for self-employment income. The participation of household heads in the employment sector 
is higher for university educated and this reiterates the importance of education in determining 
employment participation especially in the formal sector. However, one should consider that elderly 
people are less likely to have upper secondary or university education so the results are by no means a 
conclusive assessment of the relationship between education and employment participation. The 
majority of household heads in households with farm income had neither a primary leaving certificate 
nor third level qualification. 

 
Table 5: Income Source as Percentage of Household Market Income by Educational Attainment 
of Household Head (Household heads) 
Educational 
attainment Employed 

Self-
employed Farmer Capital Benefit Taxation 

No education 1.49 5.92 88.03 1.53 2.41 0.63 
Primary 2.78 16.73 77.77 1.31 0.49 0.92 
Lower secondary 7.54 16.62 72.67 1.42 0.67 1.07 
Upper secondary 16.46 30.30 45.34 2.06 3.32 2.52 
University 31.35 13.55 47.46 2.54 2.44 2.66 
Total 11.58 14.10 68.98 1.80 2.08 1.46 

Source: Calculations based on National Living Standard Survey data weighted to represent the entire 
household population.  
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Table 5 is a reflection of the significance of education in determining household or individual income 
level. The table shows income source and taxation as a percentage of household market income by 
educational attainment of household headsii.Table 5 shows that those households headed by people 
with university and/or upper secondary education received a higher proportion of their earnings from 
employment income. There is a similar case for household heads with self-employment income and 
upper secondary. The proportion of market household income from farm income was the highest for 
those with no formal education, primary and lower secondary education household heads as expected. 
Education appears to have had little impact on the proportion of market income from capital. The 
proportion of income from benefits is lowest for lower secondary educated. Taxation is highest for 
household with higher education and incomes. 
 
Results I – Labour Market Analysis 

This section presents the distribution and structure of earning from work activity in the 
Nigerian labour market as shown in Table 6. 

 
Table 6: Average Amount of Income per Household for each sources of Market Income for 

Males and Females and sector of Residence of Household Head in the Labour Market 
 
 
Sex 

 
Employee 
Income 

Self-
employment 
Income 

 
Farm 
Income 

 
Capital 
Income 

 
 
Benefit 

Male 35162 41308 207853 4584 3884 
Female 19036 31319 121641 7676 16709 
Urban/Rural 
residence 

 

Urban 55225 68172 88550 6808 10660 
Rural 13607 15761 280994 3589 1826 
      
Source: Calculations based on National Living Standard Survey data weighted to represent the entire 
household population.  

 
The result shows the average household head income by sex, region and nature of 

employment. The average total of household heads income for self-employment is slightly higher than 
the wage employment income. Farm income constitutes the highest household income. This result 
actually reflects that agriculture constitutes 70 percent (see CIA World Fact Book 2004/Nigeria) of 
the Nigerian labour force by occupation, hence constitute highest household earn income. The results 
also show that males earn higher income than females even though they are participating in the same 
sector in the labour market force. This is in line with the findings of various studies on gender wage 
differences 

 
Males in paid employment earned an average of 35162 Naira, which is 84.7 percent higher 

than the average employment earnings of females in the labour market. A similar trend was recorded 
in the self-employment and farm income (female income is lower than average male income). This 
suggests that work experience and educational attainment may be accounted as some of the reasons 
why male wages are higher than female wages. Another important factor is the break from work that 
women get after child birth only to resume later. Both farm income and self-employment income may 
be jointly owned and managed by household members, although the household heads control the 
resources. Female household heads receive higher capital and benefit income than males as expected. 
The distribution of income by place of residence (Urban/Rural) shows that the average income for 
rural paid employees is lower than those in paid employment in the urban centres. This suggests that 
income of paid employees is more unevenly distributed in the rural areas compared to the urban 
dwellings. A plausible explanation for this finding is that urban work force may have been 
concentrated at the lower quintiles of the labour market. Self-employment, capital and benefit income 
recipients in the urban centres earn substantial higher income than their rural counterparts. The 

  Osunde  Omoruyi;  Cathal O’Donoghue  and Osasere Greg Igbinomwanhia 



 

11 
 

farmers earn higher income in farm and related work activities in rural areas than urban with an 
average of 280994 Naira, about 217 percent higher than household heads who are farmers in the urban 
labour market. 
 
Dimension of Income Inequality  

It is important in this study to look at the level of income inequality by sex and dwelling 
places. As Table 7 shows the income inequality and gender analysis are based on the Gini index. 
Inequality is about 5 percentage points different between males and females (males 0.556 and females 
0.605 percent). The table also shows that inequality index is slightly higher in urban centres (0.573) 
than in rural centres (0.553). 
 
Table 7: Inequality of Equivalised Market Income by Sex and Urban-Rural Dimension of 
Household Heads 
Sector/Sex/Inequality 
Indices 

 
Pop. Shareiii 

 
Relative 
Meaniv 

Gini 
Coefficientv 

 
Income 
Sharevi 

Rural 0.556 1.105 0.553 0.615 
Urban 0.443 0.867 0.573 0.384 
Male 0.847 1.023 0.556 0.867 
Female 0.152 0.869 0.605 0.132 
 
Summary and Conclusion 

The Labour market in Nigeria gives opportunities for participants to earn incomes and 
determine their welfare. It presents different sources of income opportunities to participants based on 
occupation, sex, sector of residence of employment, sources of employment and educational 
attainment. Labour market participation rate is higher among household heads employees who have 
university education, even though the participation rate followed a similar trend among other 
categories of educational level.vii 

 
  The importance of education in the labour market participation relative to high income among 
these groups of household heads is pronounced. In terms of average household income, theself-
employed earn more than paid employees. Male household heads earn higher average income than 
female headed household. As expected, the average income for urban residence is higher than the 
average income for rural residence except for agriculture related activities. 
 

The outcome of the dimensions of income distribution in the labour market analysis in this 
study shows that inequality is higher among women involved in income earning activities compared 
to men in the same employment segment. Disparity of labour incomes is a specific factor, which 
explains income inequality among Nigerian household heads. The primary variables, which explain 
labour market income and its differences in the Nigerian labour market are age of the household 
heads, their educational attainment, sex, and work experience. Some factors such as marriage, number 
of children as dependents exert specific influence on labour market participation and incomes in the 
Nigeria labour market. 

 
In Conclusion, balancing the unequal distribution of income in the Nigeria labour market, 

there is the need for policy makers to focus on human capital development which will go a long way 
to reduce unequal distribution of income between males and females and also enhance the 
participation of female in the labour market. 
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