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ABSTRACT

This study was aimed at analyzing the distribut@inwages along gender lines in
Malawi. In particular, the study aimed at estimgtihe gender wage gap, examining the
trends in the gender wage gap between 1998 and @005evaluating the effect of
education on the gender wage gap. This study wsxs @med at unearthing possible

sources of the gender wage gap.

The study applied the Human Capital Theory as aetmgl framework to determine
wages. The study used the Blinder-Oaxaca deconmmogBlinder, 1973; Oaxaca, 1973)
and Cotton’s decomposition (Cotton, 1988) techrsgieeestimate the gender wage gap
in Malawi. Furthermore, Heckman’s (1977) two stepgedure was used to correct for
selectivity bias. Cross section data was used enstidy obtained from the Integrated
Household Surveys 1 and 2 of 1997/98 and 2004 Keatively.

The study found that there is an insignificant wgge in 1998 and 2005 with females
earning more than males. The study also showedibatvage gap had widened between
1998 and 2005. In essence the study found thas thas no significant wage differential
between men and women in Malawi’s formal labor rearkdowever, the study found

that there was a significant wage gap in the peigactor of Malawi’s labor market.

Vi
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CHAPTER ONE

INTRODUCTION

1.1 Background

Variations in wages are caused by a wide arrayacfofs including differences in
education, experience, location, sector of employnaad gender. Recently, there has
been increasing interest in the issue of genderewgaps around the world. Studies
carried out the world over generally show that woraee disproportionately affected in
terms of earnings (Plasmam al, 1999; Addabbo and Favaro, 2006; Kabubo-Mariara,
2003).

Furthermore, Sebaggala (2007) found that, in nmadstrl markets, both in developed and
developing countries, lower wages are paid to fenvabrkers than male workers. A
report by the International Trade Union Confederat{ITUC) in 2008 showed that
women all over the world, regardless of whethey thee in Shangai or New York, find
that their paycheck contains on average 16 per lemst than male co-workers. This
figure was derived by applying a standard methadssc63 countries. The average pay
gaps ranged from 12.9 per cent in Brazil to 23 qaart in Poland. Countries with large
pay gaps include the United States of America (U8AJ Britain and countries with
small wage gaps include Germany and Sweden (Blduaan, 2003).

Many scholars, in accordance with the Human Capit&lory, posit that education plays
a key role in determining earnings (Becker, 1975nddr, 1974). This is because

different levels of earnings reflect the decisidnmalividuals to invest in human capital



and the decision to acquire skills. As such, ividely believed that women tend to earn
less than men because they have, on average, knumational attainment than men
(Siphambe and Obuseng, 1999). In essence, womehaarght to be paid less because of
factors often referred to as premarket differendé®se are a result of fewer incentives
faced by women to invest in schooling and post slthg training, more focus on home
oriented careers and the lower likelihood of womenwork overtime or choose
occupations which offer high pay, but long hounse tb traditional home responsibilities
(Hertzet al, 2009).

In some cases, however, it has been shown tharelites in the earnings between men
and women exist even if they have the same levielsdocation and experience. The
most sobering findings of some studies is that neokecated women find themselves on
the wrong side of an even bigger pay gap, thisg#ie ‘glass ceiling effect’ and reflects
discrimination (Jellal and Nordman, 2009). Laborrke& discrimination is where
employers base hiring decisions, wage offers awthptions on other than productive
characteristics of the employer (Ehrenberg and Igri®91). Discrimination in the labor
market can take several forms which are, wage, @npnt, occupational and human
capital discrimination. Wage discrimination occutsen the prices paid by employers for
given productive characteristics are systematicdifferent for different demographic
groups (Marshall and Briggs, 1989). Employment miisimation occurs when some
groups bear the disproportionate share of employraed occupational discrimination
occurs when specific groups are denied the chanemtk in certain occupations even if
they are capable. Human capital discrimination ccauhen certain groups have less
access to productivity enhancing opportunities €Bberg and Smith, 1991). The issue of
wage discrimination on a gender basis poses sewelfare implications and is an issue

of policy concern in most countries. However, aitéd number of studies on the matter
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have been done in developing countries includindaia This is despite the fact that
policies designed to counter gender discriminatéwme recommended to help reduce
poverty. For instance, Goal 3 of the Millennium BBpment Goals (MDGSs) is
specifically aimed at reducing gender inequalifiskverenet al, 2009). Hence there is
a need to understand the extent and sources oegeag gaps in order to come up with

appropriate policy solutions.

1.2 Employment Statistics in Malawi

There are minimal disparities in labor force papttion rates between men and women.
Labor force participation rates stand at 94 peréentmen and 93 percent for women.
The figures for Malawi also illustrate that more men seek employment compared to
males and that agriculture, hunting and foresteythe leading sectors of employment for
both men and women in Malawi. A majority of the waimwage earners are mostly
found in agricultural and technical related proiess (National Statistical Office (NSO),

2005). However, Makwemba (2008) noted that thegersder inequality in the access to

employment both in the public and private sectdairor of males.

1.3 Problem Statement

There has been rising interest in promoting gelederality and women empowerment in
Malawi. For instance, the Constitution of MalawB@#) upholds the principle of equal

rights for men and women (section 13) and prohiig discrimination based on gender
including in the workplace (section 23) Furthermore, the Government of Malawi is a

signatory to conventions and declarations concgrmiomen such as the Convention on

! Klaverenet al (2009)



the Elimination of All Forms of Discrimination ageit Women (CEDAW) In terms of

human capital enhancement, the Government of Makasi put in a lot of effort in
enhancing women’s human capital with programmes$ s1scGirls Attainment in Basic
Literacy and Education (GABLE) and Free Primary &ation (FPE) (Riddell, 2003).
These programmes have resulted in an overall iseréa educational attainment of

females to levels almost at par with males’ (Kadizan2003).

Despite these efforts and the social and policyoitgmce of the issue of wage
differential$, the position of women in the labor market remaiague. It remains
unknown whether or not women are treated fairlyhie labor market seeing that very
few studies on the issue have been done. The swhtbh has been done shows that,
women earn less than their male counterparts imW& rural labor market (Akinifessi,
2002). However, the extent, significance and theceeducation has on the gender wage
gap is not well established in Malawi’'s formal lalearket. Therefore, it remains unclear
whether or not there is discrimination in Malawicsmal labor market. Furthermore, the
impact of education on the gender wage gap isleatly determined. More importantly,
little is known on whether or not there have bebanges in the gender wage gap over
the years. Therefore, investigating the issue oidge wage differentials in Malawi is

imperative because it would help understand therlatarket.

2 Ngwiraet al. (2003)
3 Differential and gap are used interchangeablyis tesearch. Wages and earnings are also used
interchangeably.

4



1.4 Objectives of the Study

The main objective of the study is to explore tlaure of the gender distribution of
earnings in the labor market in Malawi.
The specific objectives of the study are as follows
i. To estimate the differences in earnings betweeresnahd females in the total
labor market
ii. To analyze trends in gender wage differentials betw1998 and 2005
iii. To examine the gender wage gap effect of educataihe gender wage gap

iv. To investigate if there is labor force discrimiioati

1.5 Hypotheses

This study shall investigate the following hypotbgs
i. There are no significant differences in earningsvben males and females
ii. There have been no changes in the gender wagesgjapdm 1998 and 2005.

iii. Educational attainment has no impact on the gendge gap

iv. There is no labor force discrimination

1.6 Significance of the Study

The continuing and strikingly large wage dispasitieetween men and women remain an
issue of concern on their sources and remediedliffédrences in wages are due to
discrimination they have the potential to limit haamand economic development of

millions of people. Furthermore, with discriminatjovomen’s human capital is not fully
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realized. Therefore, eliminating discrimination Wbumprove economic efficiency
(Kabubo-Mariara, 2003). Income inequality in anynfiois a cause of social concern
because it can mean that some portion of an ecosonorking population falls below
some socially determined minimum standard such gsowerty line (Jacobsen and
Skillman, 2004). This study has important social @asonomic worth as it may provide
paths for appropriate policy and thus provide p&hnsvomen to get equivalent earnings

as men.

1.7 Structure of the Thesis

The rest of the thesis is organized as follows:pidraTwo provides insight on the labor
market in Malawi. Chapter Three reviews both thgcaé and empirical literature.
Chapter Four outlines the empirical framework emetb in the study. Chapter five
outlines the results of the study. Chapter six taites the thesis and provides the

relevant policy implications.



CHAPTER TWO

MALAWI'S LABOUR MARKET, EMPLOYMENT PATTERNS AND POL ICY
CONTEXT

2.1 Malawi’'s Labor Market Structure

Malawi’'s labor market can be classified into infainand formal sectors. These sectors
have different characteristics based on earningsctstes, nature and duration of
contracts, seasonality and uncertainty of demaré ififormal sector dominates the
labor market with the formal sector making up ohB26 of the labor market (Chirwa,
2000). However, discrimination against women isvpsive in both sectors and women
generally have lower levels formal and informal émgment opportunities (Makwemba,
2008; Klavereret al, 2009).

2.1.1 Malawi’s Informal Labor Market

The informal labor market is characterized by shelsbr contracts, informal procedures
and piece work also referred to as “ganyu” (Akisffig 2002). “Ganyu” is defined as, off
own farm work mostly done by rural people on a ehsasis covering a period of days
or weeks (Whiteside, 2000). It is often non-pernmanelaily paid and time rated.
Remuneration varies with a third of the workersereing cash, a third receiving food
and a third receiving a combination of both. Demdmd such labor is seasonal and
uncertain in nature since the work is mostly adtigal based (Dimovat al, 2000).
“Ganyu” may be done for relatives, neighbors, shwtlers or estates, with family labor
often not compensated. “Ganyu” labor is largely enagp of unskilled laborers
(Whiteside, 2000). It is estimated that about 5#%ll rural households in Malawi offer

7



“‘ganyu” services and that male headed householdscipate more in “ganyu” than
female headed ond®dNSO, 2005). This was attributed to the fact thHamale headed
households are labor constrained due to perforimimge based tasks based on traditional
gender roles (Whiteside, 2000).

The large elastic supply of rural labour in Maldeeps wage rates very low and makes it
difficult to introduce measures to improve eithayment or work conditions (Dimowet

al., 2000; Whiteside, 2000). In essence, the workerganyu” have little bargaining
power and are forced to accept low wages. It i® asportant to note that wage
determination in “ganyu” does not adhere to theveational wage determination as
suggested by theory (Akinifessi, 2002). Therefdre traditional relationship between
human capital variables and earnings may not apptl consequently traditional wage
determinants, such as education, may play a titeein the determination wages. This is
because the informal sector gives little importataceducation when setting wages and
in job allocation (Whiteside, 2000).

Distinguishing the different types of labor mark@&tsMalawi is imperative because,
ignoring the informal labor market can result inemtatement of the rates of return to
education (Chirwa and Zgovu, 2002). This is becaudgle the wage structure of the
formal labor market reflects, the impact of edumaton worker productivity, “ganyu”
labor markets lack pay scales and credentials.



2.1.2 Malawi’'s Formal Labor Market

Malawi’'s formal labor market is relatively smalléran the informal labor market. Labor
contracts in this market are often permanent and term. Remuneration of employees
in this sector is mostly done on a monthly basisstMormal employment is in urban
areas and most of the employees of the formal sactoskilled and educated. However,
a large proportion of the formal sector is employredgriculture just like in the informal

sector (NSO, 2005). The formal labor market is abtrized by formal policies and
guidelines which determine the conduct of the fdrmearket. However, formal

institutions and groups have minor roles to playtha informal sector and hence the

informal sector is not subject to monitoring by gwvernment.

2.2 Labor Force, Employment and Unemployment Rateky Gender

The labor force is defined as the population thahiShes the supply of labor for the
production of goods and services (Yean, 2006). [&ber force framework classifies the
population above a certain minimum age for meagueiconomically active population

into the employed, unemployed and the populatidrimthe labor force.

The labor force participation rate or economic\attirate is the percentage of persons
that are economically active out of all personsdag® years and above. In Malawi, the
total labor force participation rate is 86 percdiitere are negligible gender disparities in
labor force participation rates as can be seenablel 2.1 and women’s labor force
participation rates are higher than males. Thitaigely attributed to the fact that a
majority of the labor force in Malawi are farmehs.terms of employment rates, it was
reported that 99 percent of the women were employdte 99 percent of the men were

employed.



Table 2.1: Labor Force, Employment and UnemploymenRates by Gender

Male (%) Female (%)
Labor Force patrticipation Rates 94 93
Employment Rates 94.6 90
Unemployment Rates 5.4 10

Source: National Statistical Office (2005)

2.3 Employment Patterns by Gender

A majority of Malawi’s wage earners are employedhia social and community services

sector (35 percent), in agriculture, forestry agtihg (23 percent), in manufacturing (17

percent) and in the construction industry (12 peticas shown in Table 2.2. A majority

of women wage earners dominate the social and camtyngervices industry (45

percent) and in agriculture (18 percent). Miningd aquarrying remains the smallest

industry in the country with less than 1 percent tbé total workers and poor

representation of females in the sector.
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Table 2.2: Employment Patterns by Gender

Sector of Employment Male (%) Female (%)
Agriculture 23 18
Mining and Quarrying 0.2 0
Manufacturing 20.1 7.4
Finance and Business 1.6 2.1
Social& Community Services 31.7 45.1
Professional and Technical 111 17.3
Admin and Managerial 1.3 1.2
Clerical and Related 5.1 11.6
Service 22.5 20.6
Production and related 19.7 8.2

Source: National Statistical Office (2005)

From the table above it is evident that men domirtae manufacturing, production,
services and administrative occupations. This aom$ao the gender role of expectations
as well as patterns in women’s educational attamnsénce the type of occupations
pursued by women is influenced by their differdnaacess to education (Semu and
Chande-Binauli, 1997). This is because, in mosegsajobs which are mostly occupied
by men require specific kinds of training and levef education which most women do
not have. Furthermore, Malawian culture determitas&s which can be performed by
men and women even if the two are equally endovmedearen if women are willing to
occupy certain posts (Ngwirt al, 2003). Women may thus be shut out from certain
jobs believed to be performed better by male warkban by female workers. Women
tend to dominate the lower ranks largely due tortlosv levels of education (Jurajda,

2005). They are subject to a repressive labor regiamaracterized by low wages, salary
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cuts, denial of maternity leave, long working hoarsl inadequate rates. Chirwa (1999)
stated that female agricultural workers, domestivants, sales ladies and secretaries are
the ones who are worse off. In essence, segregatioccupation is a major determinant
of the gender inequality in the labor force and tinequal treatment between men and
women reduces the chances of women securing wglhggobs (Akinifessi, 2002).
Therefore it is vital to take into account occupa#l factors when analyzing gender

wage differentials.

2.4 Government Programmes towards Human Capital andlabor Market Policies

There are several policies and initiatives whiclvegoment has put in place aimed at
enhancing human capital. These policies have hgsitive impact on educational
attainment for both males and females and haveowad the gap in educational
attainment between the two sexes. The governmestdso put in place several

guidelines and policies to guarantee that laboketaronditions are desirable.

2.4.1 Government Policies and Programmes on Humanapital

The Government of Malawi has implemented severktips aimed at improving human
capital. These have largely been aimed at incrgd#igracy levels for both males and
females (Kendall, 2006). Education policy has brokeveral barriers for women and
girls in obtaining formal employment because gowent efforts to improve the
education women and girls have increased theirtyalbd compete for the same jobs as

men and have enhanced women'’s potential (Kadzag0GS).
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2.4.1.1 Girls Attainment of Basic Literacy and Eduation (GABLE)

This programme was launched in 1991 with the olyeatf increasing girls’ attainment
in basic education (Ngwiret al, 2003). The programme was funded by the UniteteSta
Agency for International Development (USAID). Oldjees of the policy included

increasing the long term financial resource baseeddication, improving quality,

availability and efficiency of primary education catio improving the relevance of
primary education for girls. In essence, GABLE veasector reform program aimed at
promoting system wide changes in the educationosestile addressing gender
discrepancies in education (Kadzamira, 2003).

2.4.1.2 Free Primary Education (FPE)

This policy was introduced at the onset of multipatemocracy in 1994 with the aim of
increasing overall primary school enrolment rafEse policy was a response to the
continuing dismal school enrolment rates and ramgander disparities. One major aim
of FPE was to enhance gender equality in literasaels and increase accessibility to
formal education to meet the needs of the poor £Kadra and Rose, 2001). Specifically,
FPE involved eliminating all forms of fees in pubprimary schools, providing learning

materials, establishing more community schools emzburaging participation of girls in

primary education (Riddell, 2003).

2.4.2 Trends in Girls Educational Enrolment (1990-205)

Kadzamira and Rose (2001) stated that before 1B8dic education in Malawi was

inadequate and unequally distributed across differeegions and gender groups.

However, the situation has improved a great deat the years. Prior to the introduction

of GABLE and FPE policies half the children of sochgoing age did not attend school
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and a majority of these were girls. Basic educatas limited and unequally distributed
across different gender groups. However, enrolnfepires soon picked up after
introducing the two programmes. The proportion ofsgenrolled in primary schools
steadily increased over the years. Table 2.4 belosws that from 2002 nearly half of
the primary school enrolled children where girls.

Despite the impressive school enrolment at primsefiool levels, there has been
negligible improvement in completion rates. Higlomvut rates and repetition have
resulted in low survival rates. Survival rates lang for girls because after standard four
girls tend to drop out more than boys. Girls ararlyetwice as likely to leave school

prematurely (Kadzamira, 2003). All in all, literalgwels for the entire population remain
low. For instance, the second Integrated House8algey of 2004/2005 showed that 76
percent of males were literate compared to 50 peddemales (NSO,2005).
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Table 2.3: Trends in Girls and Boys Primary SchooEnrolment (1990-2005)

Year Total Girls Girls (%) Boys Boys (%)
1990/1 1,400,682 633,319 45.2 767363 4.85
1991/2 1,662,583 760,718 45.6 901865 4.25
1992/3 1,795,451 847,974 47.2 947477 2.85
1993/4 1,895,423 912,126 48.1 983297 1.95
1994/5 2,860,819 1,345,31147.0 1515508 53.0
1995/6 2,887,107 1,358,54347.0 1528564  53.0
1997 2,905,950 1,384,78247.7 1521168  52.3
1998 2,805,785 1,362,98548.6 1442800 51.4
1999 2,896,280 1,395,937 48.2 1500343 51.8
2000 3,016,972 1,456,11248.4 1560860  51.7
2001 3,187,835 1,544,506 48.4 1643329 515
2002 3,164,191 1,552,03949.0 1612152 51.0
2003 3,067,843 1,522,46349.6 1545380 50.3
2004 3,166,786 1,576,59349.8 1590193  50.2
2005 3,200,646 1,593,55849.8 1607088  50.2

Source: Kadzamira (2003)

2.4.3 Labor Market Policies

Regulation of wages in Malawi dates back to the ipdependence era. Within a few
years of independence Malawi introduced the Natiwvege and Salaries Policy in 1969
(Theu, 2008). This was aimed at containing wagesifiskilled and semi skilled workers
in order to encourage labor absorption and to erpaid employment opportunities in the

industrial and agricultural sectors. A wages adyisboard was also set up after
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independence. The major mandate of the board wasview, assess and regulate

minimum wages.

These institutions were noted to be ineffectiveegithat there have been a few changes
in nominal statutory minimum wages with only eigttanges between 1965 and 1992
and there have been weak institutional mechanigmgedviewing and setting wages
(Chirwa, 2000; Bose and Livingstone, 1993; Thel80The poor performance of these
institutions has been attributed to several factbrstly, minimum wage policies were
only applicable to the formal employment sectorcalihinakes up about 12% of the total
labor force. The informal labor markets operateslirefrom formal institutions and
regulation. Secondly, there was poor enforcementhefminimum wage laws and no
penalties were put in place for employers who vesahe laws. Furthermore, most of the
labor policies which existed were criticized be@tisey were designed to retain people
in the rural areas (Sparreboom, 1999).

As such, there is still a great deal of uncertaimmythe effects of labor institutions and
policies on the economy and employment creatiodewveloping countries like Malawi.
This has given rise to the debate on whether otmaderegulate labor markets. On one
side, it is believed that institutional intervemoin labor markets can distort the labor
market. The other side argues that, labor mark&tititions and policies help reduce
poverty and foster economic growth (Marshall and@s, 1989).

The Malawi labor force is currently governed by wanber policies and acts which lay

out the codes of conduct for the labor market. @ineent 8' Employment Act of 2000

establishes, reinforces and regulates the minimtandards of employment with the

purpose of ensuring equity necessary for enhanamdgstrial peace and ensuring
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economic growth. Some of the major issues highéighin the act are on anti
discrimination, equal pay and the setting of mimmwages (Klaverest al, 2009). The
Act stipulates that no person shall discriminatairgf any employee on grounds of race,
religion, sex, marital status and so on. The as alipulates that every employer shall
pay employees equal remuneration for work of equadle without distinction or

discrimination of any kind on any basis (Governmatalawi, 2000).

Several institutions help oversee the enforcemémbmr regulations and these include
the Ministry of Labor and Vocational Training, tBenployers Consultative Association
of Malawi (ECAM) and several trade unions most ¢fichh are governed by the Malawi
Congress of Trade Unions (MCTU).

2.4.4 Effects of other Policies on the Labor Market

One positive side of government policy which hakpég women a great deal is trade
liberalization policy. Economic theory argues fordecrease in the wage gap due to
international trade. The increased competition eesalt of opening up the market to free
trade would eliminate a firm’s excess profits, whigould otherwise be used as a source
that allows firms to discriminate (Internationalade Union Confederation, 2008). Prior
to trade liberalization in Malawi, men played aetiroles in trading while women were
left behind. Therefore women had a limited chamcevdrk and this kept women poorer.
However, the gender barrier was reduced after ttheptsoon of SAPs and Trade

liberalization policies (Akinifessi, 2002).
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CHAPTER THREE

LITERATURE REVIEW

3.1 Introduction

Studies have shown that women with identical préditg characteristics as men receive
different levels of earnings (Blau and Khan, 200@)e explanations which have been
offered for such findings focus on qualificationstioe labor market treatment of equally
qualified individuals. Demand side theorists pdlsdt employers are prejudiced against
employing women with equal productive charactarsstas men. On the supply side,
women are believed to earn less because they loaver Istocks of human capital as
posited by the Human Capital Theory (Becker, 19Ehpirically, studies have been

done the world over and most have employed thedBli@axaca wage decomposition

methodology.

3.2 Demand Side Theories

A number of labor economics theories have beenqgseg which have attempted to
explain why women receive lower wages. The competinodels of gender wage gaps
include Becker's (1957) Personal Prejudice set hifoties and Edmund’s (1972)
Statistical Discrimination Theory. The non compedttheories include the theory of
Dual Labor Markets and the Monopsonist Power Model.
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3.2.1 Personal Prejudice Theories

This set of theories refers to the personal prepidigainst women that may be held by
employers, customers or fellow employees. Thioséteories were proposed by Becker
(1957) and focused on the prejudice of agents énlabor market such as employers,
workers and customers. It is also referred to esttstes’ theory. The basic idea is that
some people are prejudiced and hence will be peeparpay a price to avoid interaction
with certain groups therefore affecting demandtf@se groups (Ehrenberg and Smith,
1991).

3.2.1.1 Becker’'s Model of Employer Discrimination

This model is based on the assumption that womere e same productive
characteristics as males (Becker, 1957). The idedhat, if a male employer has
preference for hiring males in high paying jobsspite the availability of equally
qgualified women, they act as though women are f@ssluctive. This devaluing of
productivity by employers is purely subjective, nfiests personal prejudices which
results in lower wages paid to women (Appletenal, 1999). The labor market
equilibrium for men is assumed to hold when theargmal products equal their wages.
However, the market equilibrium for women holds wtikeir marginal products equal
their wages plus a subjective component which & gktent to which productivity is
subjectively devalued for women. Since marginabputivities are equal by assumption,
this implies that wages for males will be greateant wages for females. Therefore
women are forced to offer their services at lowages than males to compete for jobs.

The implication is that the profit maximizing empéy hires women to a point where
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their marginal product is equal to wages while scdminatory employer ends their
hiring short of that point (Ehrenberg and Smith910

3.2.1.2 Customer and Employee Discrimination

This view departs from the concept of employer rlisimation in that discrimination
emanates from fellow employees and customers. @&sg may prefer service from
males in certain professions which they regard exgiiring more responsibility and
believe that women should be confined to jobs wingztuire less responsibility (Marshall
and Briggs, 1989). Consequently, women who finds jathere preferences is for males
must be willing to accept lower wages or be moralified than the average male as their
value to the firm is lower than that of an equajbalified male.

In the case of employee discrimination, male waslamnid situations where they have to
interact with women in ways they consider to bepprapriate. They may resist taking
orders from women or sharing responsibility witlerth As a result the male employees
have a higher tendency to quit and employers paynthigher wages to retain them
(Jellal and Nordman, 2009). Studies which have lok®re on gender wage differentials
have shown that discrimination underlies a substapbrtion of the gender wage gap
between male and female employees (Mendes, 20(¥gg8ala, 2007). Most of the

discrimination faced usually emanates from empleyer
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3.2.2 Statistical Discrimination

This theory was put forward by Edmund (1972). Thenpse here is that employers pay
all women according to the average productivity fefnale workers. When hiring,
employers rarely know the actual productivity ofplgants and have to guess their
potential productivity. Factors like, education awedperience are correlated with
productivity. The employer supplements informatwnthese correlates with a subjective
element in making hiring decisions and uses graip (Jellal and Nordman, 2009). Thus
individuals with same measured productive chareties are treated differently
depending on group affiliation. For instance, ergpts may believe that, women have
weaker labor market attachment and less incentiveviest time and effort in education
and careers due to their responsibility for fanalyd household work. This leads to a
systematic preference for males and lower wagewdmen with equal productivity
(Hertzet al, 2009).

3.2.3 Monopsonist Power Models

This model, as posited by Robinson (1969), stdtasdiscrimination exists because it is
profitable firms to discriminate against women. S model assumes that the labor supply
of men in each establishment is more elastic thah of women. A monopsonist firm
thus sets wages below the marginal product. Byeuddfitiating wage gaps between
groups with different elasticities of labor suppiie monopsonist is able to obtain higher
profits and pays women less (Barth and Olsen, 200%) concept of a monopsonist firm
has been questioned because of its assumptiorpofeamonopsoryand this seems at

odds with markets in most countries. However, sameent models suggest that

* A single employer of labor in a market
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employers may have market power, even when thexenamerous employers in the
market (Ransom and Oaxaca, 2008).

3.2.4 Dual Labor Markets

Dualists view the labor market as divided into taan competing sectors, primary and
secondary. Jobs in the primary sectors offer redgti high wages, good working
conditions and opportunities for advancement. Seéagnsector jobs are low wage dead
end jobs mostly held by women. Mobility betweentsexis thought to be limited (Gerry
et al, 2004). Women historically entered and left theolaforce frequently because of
marriage or childbirth and thus were assigned ¢osétcondary sector. Contradicting this
is the concept of compensating differentials whpdsits that wages are lower in jobs
with more desirable working conditions therefore nmeeceive higher wages as
compensation for more unattractive working condgi¢gHansberry, 2004). Furthermore,
Smith’s theory of equalizing differences positstthmen may select themselves into
such less stressful occupations (Glinskaya and M20@0). In an investigation, which
sought to examine the duality of the Japanese latemket, Hori (2009) found that

occupational segregation accounts for only 5% eflédpanese gender wage gap.

3.3 Supply Side Theories

3.3.1 The Human Capital Theory

This theory links an individual's level of produdgty to their education. Individuals are
believed to earn higher production capacity throaghncreased education level (Becker
1975; Mincer, 1974). The basic assumption is thapleyers work in competitive

markets and do not pay excessive wages.
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This implies that individual earnings increase he tevel of education increases.
Increased education increases human potential esativeness and the capacity for
individuals to work, which in turn lead to incredsearnings (Christie and Shannon,
2001). It has been shown that women induce theakese labor market performance
through their lack of labor force commitment ancedo the unequal burden of home
responsibilities and thus due to weak attachmemhafes invest less in human capital
(Siphambe and Obuseng, 1999).

Human capital formation explains the link betwednaation and workers productivity.
Higher productivity is obtained through increasetli@ation levels therefore earnings
increase as education increases. In Malawi therboth temporary and permanent
employment and the informal sector does not subsao the Human Capital Theory
(Akinifessi, 2002). Most empirical evidence showssitive returns to education. They
have shown that with increased education people mare (Christie and Shannon, 2001;
Kabubo-Mariara, 2003; Theu, 2008).

3.4 Evaluation of Theories

The dual labor market theory is very applicableht® Malawian setting where women
tend to be employed in certain professions traofiily viewed as the best for women
such as teaching and secretarial. This is becasks twhich can be done by men and
women are determined by culture regardless ofdbethat the two sexes can be equally
endowed (Ngwiraet al, 2003). Therefore women may be continually assign® such
lower paying occupations. However, it is importemnhote that women may be assigned
to certain low paying occupations because of themerally lower levels of education
attainment and not necessarily by self selectiao such occupations as suggested by

Smith’s theory of equalizing differences.
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The personal prejudice theories are based on themgwion of perfectly competitive
markets. This assumption may not apply for the Miaa context where a bulk of the
labor market is imperfect in nature (Chirwa, 200®)rthermore, the personal prejudice
theories can be viewed as being more informativettie private sector where wage
setting is more flexible and negotiable. Hence ttiisory may not apply in the
government sector where the wage settings are feredeed and standard for

individuals with comparable characteristics thws/leg no room for discrimination.

The Human Capital Theory is vital because it lidanings to education. This can
provide a good explanatory framework as to why womeay earn lower wages in
Malawi since average educational attainment in Maia lower for females. Caution
however should be taken in applying this theorth®Malawian setting because the dual
nature of the labor market implies that the natfreontracts and type of employment
determines relationships between human capitahbi®s and earnings. For instance, the
Human Capital theory may not apply to informal labwarkets where education plays an
insignificant role in the wage setting process (¥4%ide, 2000; Akinifessi, 2003, Chirwa
and Zgovu, 2001). The theory however, is valid ial&vi's formal labor market where
education does determine the wage setting pro&sse this analysis is done for the
formal labor market the theory shall be used as @daing framework in the

determination of wages.
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3.5 Empirical Literature Review

Different researchers have made their contributiensur knowledge of gender wage

differentials. This section reviews such studiasduscted worldwide.

3.5.1 Sources of Gender Wage Differentials

Blau and Khan (2003) found that the general wagacttre of a country affects its
gender pay gap. In particular, they found that aenmmpressed male wage structure
and lower female net supply of labor are associatiéglal a lower gender pay gap, thus
concluding that a more egalitarian wage structaetkices the pay gap. This finding was
used to explain the international differences i giender wage gaps. Kidd and Shannon
(1996) in a comparative study of the gender wageigaAustralia and Canada showed
that Australia had a smaller wage gap than CarHua.was attributed to stronger union

movement and a greater degree of centralizatidinerwage structure.

Most literature attributes the gender wage gap dth Wifferences in human capital

characteristics and labor market discriminationamnanalysis of the Portuguese female
labor force participation, Cardoso (1996) concluthed gender wage differentials do not
result exclusively from lower levels of female hun@apital and that disparities between
male and female wages can also be due to theHactwomen similar characteristics as

men are paid less.

Nordman and Wolff (2009) used matched employer-eygal data for 7 African
countries to present comparative evidence of thgnimade of the gender wage gap in
African manufacturing sectors. They used OLS regoas in male and female earnings.
They found that the gender wage gap was signifit@nMorocco but insignificant for

Benin, Kenya, Madagascar, Senegal and Uganda. Toegluded that most African
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countries have a gender wage gap attributable tb differences in levels of human
capital between men and women and due to discrtioma

Appletonet al. (1999) conducted a study which examined the siwkdeterminants of
gender wage gap in three African countries, Etlsippiganda, and Cote D’lvoire. They
concluded that differences between actual and doarns account for much of the
gender wage gap in Ethiopia Uganda but ratherite€ote D’lvoire. The results of the
study were that, the gender wage gaps were fouhd tarrow. This was attributed to the

fact that women were overrepresented in the paligsector.

Nordmanet al. 2009) analyzed the determinants of gender wage mapsven West

African capital cities. These were, Cotonuou, Aaigj Dakar, Lome, Niamey,
Ouagadougou and Bamako. It was found that gendamga gap was large in all cities
of the sample and gender differentials in the ilistron of characteristics usually explain
less than half of the raw gender wage gap.

Siphambe and Obuseng (1999) examined the wage g@mpedn men and women in
Botswana’s formal labor market. Oaxaca (1973) demsition was used to determine
the extent of the gender wage gap. Results fromsthdy showed that part of the
earnings differences are due to occupational sagjoeg and that the earnings gap

narrows as the level of education increases.
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3.5.2 Trends in Gender Wage Gaps

Hansberry (2004) examined the male-female diffeaémnin hourly wages in Russia from
1996 to 2002. They found that inequality in malel &male earnings declined in that
period and that most gender differentials accoufedbig differences in rewards rather
than differences in observable characteristic.notlaer study on Russia, Glinskaya and
Mroz (2000) found that the gender wage trendshdtbeen observed between 1992 and
1995 could not be attributed to traditional chagastics.

In a similar studyLiu et al. (2004) analyzed the changes in the gender wagengdue
urban sector of China during 1988-1999. It was tbtirat the total gender wage gap had
widened between 1988 and 1999 but that the divesgeras small because the effect of
increasing rewards to observed and unobserved skilininated the effect of converging
skill levels of males and females. Similarly, Josgonet al. (2003) analyzed the trends
in the gender wage gap in Sweden through the 1880sthe 1990s. They did a cross
sectional analysis and used decomposition andlyggamine the trends in the gap. They
found that there was an increase in the wage diffals between the 1980s and 1990s.
They also found that measured differences in doatibn between men and women

accounted for only two fifths and three fifths bétgender wage gap.

Bakeret al. (1995) examined the male-female wage differeftetiveen 1970 and 1990
for Canada. The study found that gender differemcesbservable characteristics don’t
explain much of the earnings differential. It wascluded that discrimination accounts
for roughly 30% point difference between male aachdle earnings. It was also found
that the earnings differential was large at thehtegd of the earnings distribution thus

reflecting the glass ceiling effect.
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3.5.3 Educational Attainment and the Gender Wage Ga
Christie and Shannon (2001) conducted a study wdnelmined the gender differences in

educational attainment and the effect of thesesiiffces on the gender earnings gap for
Canada. They used data from the 1986 and 1991 @an@énsus. To isolate the effects
of education on the gap in earnings they adoptewrdposition techniques associated
with Blinder-Oaxaca and Cotton. Their results shdwbat, allowing for greater
educational attainment did not help explain thenieégs gap and that differences in the

field of study were a little more helpful in explaig the gender wage gap.

To estimate the gender wage gap for Italy, Addahbo Favaro (2006) used quantile
regressions to derive the marginal distributionferhale predicted wages and female
counterfactual wages and to evaluate the distobubif the unexplained part of the wage
gap. They found that the wage gap was not eveslyiblited among female workers and

that the wage gap was higher for women with lowcation levels.

Kabubo-Mariara (2003) analyzed the determinantslabbr force participation and

decomposed the gender wage gap across sectorsyaKencorrected Ordinary Least
Squares (OLS) were used following the approach atada (1973). Heckman'’s (1977)
two step procedure was used to correct for samjas. thabor market participation

functions and wage equations for men and women dnyos of employment were

estimated for both public and private sector fomma@d women combined. The results
indicated that the determinants of participatioffedifor different sectors and for males
and females, confirming that there was heteroggmeithe labor market. Education and
other demographic factors were found to be importleterminants of the choice of
sector for both males and females but more for wonfhe decomposition results

suggested that favoritism towards men was pronalimcell sectors.
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In a similar study for Uganda, Sebaggala (2007)nébthat the male-female wage gap
was 39%. OLS was used to determine wages and O4%8¢8) and Neumark (1988)
methodology to decompose the gender wage. It waslifthat returns to education where
positive and significant for both females and mahesvever the trends favored females.
It was also found that a larger proportion of thege differential was attributable to

discrimination.

Using parametric and semi-parametric estimated wagetions, Schafgans (1998)
assessed the returns to education and the exteigarimination in Malaysia. The study
focused on discrimination between Malay and Chimase and women and considered
ethnic wage differentials by gender. Results frdra study showed that there were
increasing returns to education attainment amohgethhic groups for all men and

women.

Plasmanet al. (1999) in a study for Belgium, after estimatingemnindustry wage
differentials by gender, found that there were iicgmt inter industry wage differentials
for men and women even after controlling for a éargumber of productivity related

factors like education .

In a study for Malawi’s rural labor market, Akings (2003) investigated the rural wage
distribution pattern with focus on the gender wage and returns to education. OLS
results showed that the returns to education wigteeh for females compared to males.
Following Oaxaca’s (1973) wage decomposition it i@snd that wage gap does not
exist in Malawi’s rural labor market. Though menreaore than women the difference
was found to be insignificant. A positive and sfgmaint relationship between education

and earnings was also found.

29



In order to investigate the rates of return to edioa in Botswana, Siphambe (2008),
employed the Human Capital Model and found thatatrerage earnings of an individual
increase with increases in education. It was atsmd that women on average earn less
than their male counterparts for all levels of ediomn. The inequality between genders
was found to increase as the levels of educatise. im essence the gender wage gap was
more pronounced at higher levels of education tharmr levels. It was also found that
the major explanation for wage gaps in the privsetor was discrimination. However
most of the gender pay differences in the publict@ewere due to differences in

characteristics.

3.6 Evaluation of the studies

A major limitation of most of these studies is taek of correction for selectivity bias
which is a serious problem. Very few studies foriéd, have also attempted to determine
sources of gender wage differentials. This thesiesdnot intend to reduce the
significance of the above studies but aims to audgrtie latter literature. Though it is not
the first to suggest gender wage differentialsha Malawi labor market, this thesis
distinguishes itself by controlling for selectivibjas, providing a comparative analysis
between two periods of time and seeking to detezntire source of the gender wage

differences.
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CHAPTER FOUR

METHODOLOGY

4.1 Introduction

Mincer (1974) wage functions were estimated fohboiles and females based on the
Human Capital Theory. To correct for selectivitpdi which is common in household
data, Heckman’s (1977) two step procedure was gragloBlinder-Oaxaca and Cotton

decomposition techniques are used to decomposgetiger wage gap.

4.2 Determination of Wages

Literature on Human Capital theory stipulates #dcation leads to higher earnings by

enhancing workers’ skills and improving productviMincer, 1974; Becker, 1974).

4.2.1 The Human Capital Model of Wages

The Human Capital Model can be specified as follows

InW, = 5x + 4 (3.1)

Where InW, is the natural log of observed workers monthly @sgx is a vector
representing the individual characteristics sucledcation, experience, marital status
and so forth.3 is a vector of estimated coefficients for thesga@es which measure
the percentage change in monthly wages from aalmaihge in the regressor (Gujarati,
2003). i is a pure random shock affecting wages.
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The model was specified as follows:

LNWAGE = 4, + 8, PSLC+ B, JCE+ B, MSCEB, TERB, ExB, Ex
+B,MARRIED + 8, UNMARRIED*+ 3, AGR|G-3,, MINING 3,, MANUF
+B JUTILITIES + 8,,CONST+ 83,, FINANCIAl+ 3, Hours 4

(3.2)

4.2.1 Definition of the Variables
Table 4.1 below provides a summary of the varialvielsided in the wage model.
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Table 4.1: Definition of Variables

Variable Definition

LNWAGE Natural Logarithm of Wages

NONE"* No Education

PSLCH Primary School Leaving Certificate

JCE" Junior Certificate of Education

MSCE” Malawi School Certificate of Education
TERTA Tertiary Education

Exp Experience

Expsq Experience Squared

Hours Hours Worked

OTHMARR"* Individuals either in Polygamous marriagelivorced or widowed
MARRIED" Married Individuals

UNMARRIED? Individuals Who Have Never Married
TRANSPORT”* | Transport and Communications sectoupation
AGRIC? Agriculture sector occupation

MANUF? Manufacturing sector occupation
FINANCIAL" Financial and Business sector occupation
MINING? Mining sector occupation

UTILITIES? Utilities sector occupation

CONSTA Construction sector employees

Note: The Superscript ” refers to dummy variables *arefers to base categories excluded in the inode

prevent the dummy variable trap.

A) Dependent variable: LNWAGE

This variable is defined as the natural log of rmbntwages. This is taken for every

individual who has a job.
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B) Explanatory Variables

Previous literature on wage determination has edsihat a lot of factors determine

wages. These factors are classified as econonsittutional and behavioral factors with

most determinants being economic (Theu, 2008). Naistr economists agree that the
major causes of variations in wages are schooérgerience, occupation and sector of
employment. However, there is disagreement ondlative importance of each variable

to wages. The explanatory variables used in thidehare the following:

i) Exp: This is the number of years of experience for eaotking individual. This was
approximated as age minus 15 years. Studies hawensthat experience is positively
related to wages (Addabbo and Favaro, 2006). Atigessign was therefore expected for

this variable.

i) Expsq: This is the squared years of experience. Thisshepdetermine whether or
not wages change at an increasing or decreasiagwi#tt experience. A positive sign
means that wages increase at an increasing rdteyaatrs of experience while a negative
sign means that wages increase at a decreasingitatexperience. It was expected that
wages change at a decreasing rate with experieftoerefore a negative sign was

expected for this variable.
iii) Hours: These are the number of hours per week in whidlvitluals work. Studies

have shown that the hours individuals work posiyivaffect wages (Kabubo-Mariara,

2003). Hence a positive sign was expected fonthigble.
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iv) EDUCATION: This set of dummy variables captures the maximuwnelleof
education for employed individuals. It has fiveeriries.NONE is a dummy variable
which takes a value of one for individuals with Bducation and zero otherwise.
Similarly, PSLC, JCE, MSCE andTERT, take on values of one for individuals with a
Primary School Leaving Certificate, Junior Certfie of Education, Malawi School
Certificate of Education and individuals with tary education respectively and zero
otherwise. Categorical variables were used insté@dcontinuous variable in order to be
able to distinguish the returns to education farhelevel of education. The benchmark
category used ISIONE. In accordance with the Human Capital theory nezhecation is
associated with higher wages due to its effect lolls sor possibly because it reveals
something about the persons innate abilities (Garisnd Shannon, 2001). Therefore,

positive signs were expected for these variables.

v) MARITAL STATUS: This set of dummy variables captures individuatgrital
status. The categorifARRIED takes a value of one for individuals who are in
monogamous marriages and zero otherwise. The catdddMARRIED takes on
values of one for individuals who have never beemried and zero otherwise. The base
category captures individuals who are in polygammasriages, widowed or divorced
and is given a®DTHMARR . A positive sign is expected for both categorieshe
dummy variable for marital status is included beseamarital status signals productivity
to the labor market and affects potential tenurettanjob, hence positively affecting

earnings (Konstantopoulos and Constant, 2004).

vi) OCCUPATION: This set of dummy variables captures the sectowlrch an
individual is employed. It is classified into seveategories:AGRIC, MANUF,
MINING, UTILITIES, CONST, FINANCIAL and TRANSPORT which take on
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values of one if individuals are employed in theiagdtural, manufacturing, mining,
utilities, construction, transport and communicasi@and financial and business sectors.
The dummies take on values of zero otherwise. Theclimark category is the
TRANSPORT category. Wages vary across sectors of employmamtehthe inclusion

of these variables. It is believed that women mayawerage earn less than males because
they are mostly employed in sectors which genenadly less. The inclusion of these
variables was imperative because, the type of emptat may determine the
relationship between human capital variables armdI¢vels of earnings (Chirwa and
Zgovu, 2001).

vii) w: This is the error term that is used to captureatier determinants that have not

been included in the model.

4.3 Decomposition of the Wage Gap.

To examine the extent of the gender wage gap andftacts of individual characteristics
on the gap in wages, this study employed methaatsibre proposed by Blinder-Oaxaca
and Cotton as follows:

INW,, = B, X+ U (3.3)

INW; = B, % + 4y (3.4)

Equation 3.3 is the wage function for males whi@ation 3.4 is the wage function for

females.InW and InW, are the log of wages for males and females réispdc X

and x represent a vector of coefficients of personal atteristics for males and females
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respectively andB,and g, are vectors of estimated coefficients for maled males

respectively.

The gender wage gap is expressed as follows:
INW, ~InW, = X 8,~ X3, (3.5)

The log of female wages is subtracted from thedbgiale wages. The decomposition

can be shown below.

INW,, =InW, =B, (X, = X)+(B,=B) X (3.6)

Where InVVm and InVTf are the log mean wages for males and female réwlactx_m

and X_f are vectors containing the respective means ofirttiependent variables for
males and females and,, and g, are the estimated coefficients. The first termhaf t

right hand side captures the wage differentials tudifferences in characteristics

between males and females. The second term is dige wap not attributable to these
characteristics. This is referred to as the unémethor the discrimination component.

Basically it shows the wage gap between the twesexhere their characteristics are
exactly the same. In Blinder-Oaxaca’s decompositi@nmale wage structure is taken as
the non-discriminatory benchmark. However it hasrbargued that the Blinder-Oaxaca
decomposition can suffer from an index number pabivhich can be countered by the
Cotton decomposition. Cotton’s decomposition sutggisat a weighted average of male

and female wage coefficient estimatg$ X\ may be a more reasonable no-discrimination
proxy.
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Cotton’s decomposition is as follows:

INW, =InW, = ( X,= X)B.+[ X{B.=B.)+ X{(BB)] (3.7)

Where the first term is the explained componenty raluated usings, rather tharg,,,

the second term is the unexplained component ofémeler wage gap. Cotton’s method

was therefore used to triangulate the findings ftbenBlinder-Oaxaca decomposition.

Studies have shown that the wage gap in the privadepublic sector may be different
with most results finding that women are discrinta against in the private sector
(Siphambe and Obuseng, 1999). As such the wagdogdpe private sector and public

sector was estimated in order to allow comparisonise two sectors.

4.4 Determining the Sources of the Gender Wage Gap

Determining the sources of discrimination was dosg a technique which allows the
discrimination component to be further disintegiai® reflect the contribution of each of
the personal characteristics to both the explaaretithe unexplained component.

4.5 Correcting for the Selection Bias

Sample selection bias arises from using non-rangaselected samples to estimate
behavioral relationships. It is mainly as a residlself selection by individuals. Sample
selection bias may prevent the estimates of therohants of observed wages from
coinciding with the true determinants of wages m&teto men versus women. This can

affect the understanding of discrimination (Konstgoulos and Constant, 2004).
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This study used the two stage procedure as adwbbgtéleckman (1977) to correct for
specification bias. The first stage involved thé&nestion of a labor force participation
function to derive the inverse Mills ratio. The tetforce participation was specified as a

probit follows:

LFP = 3, + Bage + 5, agesar B, RURAE B, OtherB, NORT
+B,SOUTH + 5, PSLC+ 5, IGEr §, MSCE £,, TERTY

(3.8)
LFP is the dependent variable which takes two valyes,or no depending on whether

the respondent participated in the labor forceatr n

The independent variables are defined as folloage ‘is the age of the individual. An
individuals’ age determines whether or not an imhial will participate in the labor
force hence the inclusion of the variable in theagpn. agesq is the squared age of
the individual and this variable is included tophdletermine whether or not labor force
participation rates change at an increasinglegreasing rate with ageRURAL ' is a
dummy variable which takes on a value of one faivilduals who reside in rural areas
and zero for individuals in urban areas, the bagegory for this isSURBAN’ which
captures individuals residing in urban areas. Liooatay affect an individual’s decision
to participate in the labor force or not henceittdusion of the variableOther’ reflects
the amount of income earned by households whiatoistheir wages.SOUTH’ is a
dummy variable for individuals residing in the doerin region, NORTH’ is a dummy
variable for individuals residing in the northeggion and CENTRAL ’ (base category)
captures individuals residing in the central regi®8LC’, * JCE’, ‘MSCE’, ' TERT’ are

dummy variables for education which take on valoésone for individuals with a

39



Primary School Leaving Certificate, Junior Certaie of Education, Malawi School
Certificate of Education and tertiary educatiorpexgively and zero otherwise. The base

category for this isSNONE".

The second stage of Heckman'’s (1977) uses thesewdill’'s ratio, obtained from the
step above, in OLS estimation of earnings functem regressors to correct for

specification bias.

4.6 Correcting For Heteroscedasticity

A common problem with cross section data is hetaasticity where the error terms do
not have a constant variance. Failure to corradhéberoscedastic disturbances therefore,
resultsin OLS estimates which are no longer the Best Litédrigbiased Estimators. That is,
among all the unbiased estimators, OLS does natiggathe estimate with the smallest
variance(Guijarati, 2003). To test for heteroscedasticity Breusch-Pagan-Godfrey test

is used. The test statistic is given as follows.
1
= Q(ESS (3.9)

Assuming the error terms are normally distributétd follows a chi-square distribution

with (m -1) degrees of freedom.

B X i1 (3.10)
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The hypotheses for the test are as follows:

Ho: Homoscedasticity

Ha Heteroscedasticity

4.7 Data Source and Estimation

The study used cross section data collected biN8@ during the Integrated Household
Surveys 1 and 2. The first household survey waslected with the collaboration of the
World Bank from 1997 to 1998. The survey collectedormation pertaining to
demographic characteristics like labor force pgréiton, health, nutrition and so forth.
The second household survey used a sample drawg agivo stage stratified sampling
procedure from a sample frame using 1998 Populatiah Housing Census enumerate
areas. The first household survey collected data fa representative sample of 12,960
households while the second survey collected daten fa representative sample of
11,280 households. The focus of this study is alividuals who have formal salaried

employment.

The primary objectives of these surveys were twidema complete and integrated data
set to better understand the target population aiséholds affected by poverty.
According to Christie and Shannon (2001) the adagegs of using household data is that
it provides detailed educational information on eational attainment. Another
advantage is that it provides a large sample sigesgatistical reliability. Such data also
permits analysis at different levels of aggregat®akeret al. (1995). The descriptive
statistics, econometric analyses and diagnostits ta®re conducted using STATA

Version 10 software.
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CHAPTER FIVE

EMPIRICAL RESULTS AND DISCUSSION

5.1 Introduction

The data used in this study is taken from the fastl second Integrated Household
Surveys of 1997/98 and 2004/05 respectively. Tist iintegrated household survey was
conducted from November 1997 to October 1998. Tdworsd survey was conducted
from March 2004 to April 2005. The data for 1998sveallected in monthly rounds of 60
enumeration areas over a period of 12 months ierow account for seasonal effects
during that year. The sampling frame used for tB84205 survey was the two-stage
stratified sampling procedure from a sampling franseng 1998 Population Census
Enumeration Areas. The 1998 survey and the 200&guwrollected data from 12,960
households and 11,280 households respectivelyrenthb data sets have been analyzed
separately. This study focuses on workers emplayddrmal salaried employment who

are between the ages of 16 and 60 years inclusiehvis the formal working age.

42



5.2 Descriptive Statistics

The table below shows the mean and standard dewsabf the variables used in the

wage functions.

Table 5.1: Descriptive Statistics

1998 2005
Male Female Male Female
Variable Mean StdDv Mean StdDv Mean StdDv Mean  StdDv
LNWAGE 6.51 1.675 653 1.06 7.77 1.08 7.78 1.149
Exp 6.6 18.01 6.84 17.80 7.29 16.99 5.64 16.75
Hours 38.39 18.13 3851 18.08 37 19.3 336 194
NONE* 0.45 049 0.451 0.5 0.64 0.48 0.66 0.47
PSLC 0.24 0.42 0.23 0.4 0.12 0.33 0.10 0.47
JCE 0.059 0.26 0.057 0.233 0.13 0.33 0.10 0.3
MSCE 0.042 0.20 0.04 0.21 0.087 0.28 0.085 0.33
TERT 0.005 0.002 0.002 0.052 0.01 0.1 0.006 0.082
MARRIED 0.479 0.499 0.487 0.499 0.5 0.5 0.51 0.49

UNMARRIED 0.484 0.499 0.367 0.482 0.4 0.49 0.3 0.46
OTHMARR* 0.036 0.18 0.14 033 0.09 0.28 0.17 0.37

AGRIC 0.642 0479 0.639 0.48 0.235 0.459 0.232 0.46
MINING 0.023 0.15 0.023 0.151 0.001 0.038 0.0017 0.04
MANUF 0.063 0.244 0.063 0.242 0.11 0.312 0.104 0.306
UTILITIES 0.18 0.136 0.021 0.145 0.012 0.11 0.018 0.133
CONST 0.03 0.17 0.025 0.158 0.119 0.324 0.125 0.331

TRANSPORT* 0.002 0.05 0.002 0.042 0.037 0.189 0.034 0.183

FINANCIAL 0.023 0.148 0.023 0.153 0.014 0.119 0.194 0.137

Notes: PSLC, JCE, MSCE, TERT refers to Primary 8ti@ertificate of Education, Junior Certificate of
Education, Malawi School Certificate of Educatiowdd ertiary Education.

The superscript * stands for base categories egdlud the wage regressions to prevent the dummy
variable trap.
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The dependent variable in the regression is tharaabgarithm of monthly wages. The
mean log wages for the male respondents are 6.54Kdr, 492 in real terms while the
mean log wages for the female are 6.53 or MK1, @&9month for 1997/98. It is evident
that women earned about 2 percent more than m&@0& the mean log of wages for the
female sample was 7.78 or MK4, 901 while the memnwages for males was 7.77 or
MK 4,825 per month. This gives a wage gap of aldopércent in favor of females. This
brings about the conclusion that for both 1997/@8nen and 2004/05 the gender wage is
biased towards women. The statistical significaotcéhese gaps will be determined in
subsequent sections.

In 1998 the average work experience for males wésyéars that of females was 6.8
years. By 2005 the average work experience for sriadel risen to 7.29 years while that
of women had declined to 5.69 years. The descaptatistics show that women’s years
of experience have declined over the years whaeatlerage work experience for males
has increased.

In the 1998 sample, 48 percent of the males ande#®ent of the females reported to
being in a monogamous marriage, while 48 percemésrand 36 percent females were
reported to be unmarried. In the 2005 sample, $6epé of the males and 51 percent of
the females reported to being in a monogamous agayiwhile 40 percent males and 30
percent females were reported to be unmarried988,19 percent and 17 percent of the
men and women, respectively, reported being in gaotyous marriages, divorced or
widowed. In 2005, 3 percent of the males and 14grgrfemales were reported as being
in polygamous marriages, divorced or widowed. Ftbentrends it can be seen that there

have been no significant changes in marital status.
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The 1998 sample shows that about 45 percent ofsnaalé females had no education and
that about 24 percent males and 23 percent femgested that they had primary school
education. In terms of secondary school educatlmouta6 percent of the males and
females had secondary school education while 4epef the male and female sample
had a Malawi School Certificate of Education. OBlypercent of the male sample was

reported to have university education comparedpergent of the females.

In 2005, it was reported that 64 percent of maled ho formal education whatsoever
compared to 66 percent of the women. In terms whgny school attainment only 12

percent of the males and 10 percent of the femaks®e reported to have completed
primary school education. The figures reflect tlaetfthat there are high levels of
illiteracy in Malawi with females’ illiteracy ratelseing slightly higher than those of their
male counterparts. Education in Malawi is chardoter by rampant rates of school
dropout by both girls and boys from standard fooing upwards which result in poor

completion rates (Kadzamira, 2003). From the sariflg@ercent and 12 percent of the
males and females respectively had a Junior Gmtéi of Education. In terms of

completion of secondary school, 8.7 percent andp@rsent of the males and females

respectively had a Malawi School Certificate of Eation.

From the trends in the two years it can be seenvibenen in general have lower levels
of educational attainment than men. However thieihces between men and women
are not that large. It is also important to notat tthe proportion of women with higher
levels of education is very low. This is reflectiokethe fact that women are less likely to
stay in school longer and are more likely to drop @ school. This is due to Malawian
culture which underplays the importance of educafar females based on traditional

gender roles (Ngwirat al, 2003).
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The largest sector of employment in Malawi is tlgeiultural sector for both years of
the study. The agricultural sector employed 64 g@renales and 63 percent females in
1998 while the sector employed about 23 percenesmahd females in 2005. The sector
which reports the lowest number of employees istiiveng sector probably because it is
relatively new and not as established as the atbetors. The figures for 1998 showed
that about 2.3 percent of both males and female wemployed in the mining sector and
about 0.1 percent of the males and females werdogag in that sector in 2005. The
figures generally show that there are no majoredtfices in sectoral occupation between
men and women in Malawi. The trends in labor fqradicipation between the two sexes
are very minimal and this could have implicatiomsthe significance of occupational
factors in explaining gender wage differentials.

5.3 Determination of Wages for Male and Females

The Mincer (1974) wage functions for males and fenaae estimated using ordinary
least squares. The Breusch-Pagan test for hetelastdy was conducted the results for
which are provided in Appendix One. The resultstioé test show that there is
heteroscedasticity in the wage regressions for 200B% level of significance and that
there is no heteroscedasticity in the 1998 samydesuch, the 2005 regressions provided
below were therefore corrected for heteroscedastising robust standard errors. In
order to control for selectivity bias, Heckman'®T¥) two step procedure was used. A
labor force participation function was estimatednirwhich an inverse mill ratio was
estimated. The inverse mills ratio is includedha tvage regressions. It can be seen that
the inverse mills ratio is insignificant for bothate and female wage functions for both
1998 and 2005. This implies that there is no probté selectivity bias in the data set.

The labor force participation function is availableAppendix 2.
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The results show that the coefficient of deternmaratR’) ranges between 0.14 and 0.16
and between 0.24 and 0.26 for the 1998 and 200% Viiagctions respectively. This
implies that the models adopted explain betweeperdent and 26 percent of the total
variation in wages. The models generally have Hightatistics ranging between 16 and
86 implying that there is very high joint statisticsignificance of the coefficients.
Essentially, all the models fit the data ratherlwel
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5.3.1 Results of Ordinary Least Squares for 1998 Vs
The results of the OLS equation for the 1998 wageassions are given in Table 5.2.

Table 5.2: Results of Ordinary Least Squares for 198 Wages

MALE FEMALE

Coeff t-Stat Coeff t-Stat
Cons 5.66*** 62.38 5.72%** 82.05
Exp 0.001 0.26 0.002* 1.02
Expsq -0.0001 -0.26 -0.0001 -0.64
Hours 0.014*** 14.79 0.01*** 12.76
Education
PSLC 0.38*** 14.18 0.4%** 15.84
JCE 0.42*** 9.04 0.40*** 8.09
MSCE 0.49*** 6.71 0.61*** 8.65
TERT 1.29%** 7.66 1.52%** 6.28
Occupation
AGRIC 0.18*** 6.0 0.15%** 5.06
MINING -0.47*** -10.63 -0.5%** -11.20
MANUF -0.93*** -9.07 -0.84*** -8.4
UTILITIES -0.74%** -8.08 -0.59%** -7.49
CONST 0.052 0.85 0.015 0.19
FINANCIAL 0.19%** 3.24 0.06 0.8
Marital Status
MARRIED 0.06 0.96 0.02 0.7
UNMARRIED 0.03 0.47 0.07* 1.52
Inmills 0.209 0.14 0.46 0.3

N= 6572 N= 6986

F: 85 F: 86.07

P>F: 0.00 P>F:. 0.00

R>: 0.16 B: 014

Notes: Superscripts ***, ** and * indicate signifiace at 1%, 5% and 10% levels respectively.
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From the results in Table 5.2 it can be seen tlektis a positive relationship between an
individual’s level of experience and their wageseapected. Experience insignificantly
determines earnings for males but significantlyedatnes earnings for females at
percent level of significance. The results alsowshioat the rate of change in earnings
with changes in experience is higher for femalescobding to Akinifessi (2002), who
also found similar results, the explanation fostbould be that, because literacy levels
for women are lower than men’s, years of experiareeoften counted for the female as
a means of closing the gap in educational attainniére results also show that wages
increase at a decreasing rate with rising expegiefitis is shown by the negative
coefficient for the variable of experience squarédis finding is similar to that of
Addabbo and Favaro (2006) who found that experi@rapositively related with wages
in Italy but that wages increased at a decreasatg) with changes in experience. The
results also above illustrate that there is a p@srelationship between hours worked per
week and earnings. This relationship is statidgcalgnificant at 1 percent level of

significance for both sexes.

For all the education dummies, it can be seentti@at is a positive relationship which
exists with wages as expected and as postulatetheoyHuman Capital Theory. The
dummy variables are all significant at 1 percentlg of significance for both the male
and female wage functions. This finding of a pesitand significant relationship
between wages and education concurs with the ses@lAkinifessi (2002), Kabubo-
Mariara (2003), Sebagala (2006), and Theu (2008).

The rate of return to education is calculated devis;

=B (5.1)

Ny
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Where ( is the return to education for a particular leve¢éducation calculated in the
wage regressions the rates of return are basdtkomage modelsylis the coefficient of
that level of educationh is the coefficient of a preceding level of edusatand Ris
the number of years of schooling at tfftlével. The rates of return are thus given in
Table 5.3.

Table 5.3: Rates of Return to Education

LEVEL MALE FEMALE
PSLC 0.0475 0.05
JCE 0.004 0.001
MSCE 0.00583 0.01667
TERT 0.05333 0.06067

The table above shows that rates of return to enuncare higher for females than males
for individuals with a Primary School Leaving Cédate, Malawi School Certificate of
Education and individuals with tertiary educati@everal studies have also established
that women have higher returns to education thafesnéChirwa and Zgovu 2001,
Siphambe, 2008; Psacharapoulos, 1985). It canlaseeen that returns to education
increase by level of schooling, that is, returnstéstiary education are higher than those
for secondary school education and so on. This Imée with the results from Siphambe
(2008). However, this contradicts the finding ohé&tsaropoulos (1985) who found that
returns to education decline by the level of scimgpleflecting diminishing returns to

schooling.
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The results of the wage regressions also suggedt the wages in the financial,
agricultural and construction sectors are higheantithose in the transport and
communications sector which is the base categoowever, wages in the mining,
manufacturing and utilities sector are lower thamse in the transport and
communications sector. The results illustrate #edtors of employment are significant
determinants of earnings for all sectors exceptcthrestruction sector for men and the
construction and financial sectors for female erypés.

Married men are seen to earn more than their umedacounterparts and those in the
baseline category This result is similar to that of Kabubo-Marig2003) and Jacobsen
and Skillman (2004) which showed that married nreali sectors earn more than their
unmarried counterparts. The reason for this isrietied men are often viewed as being
more stable than unmarried men (Siphambe and Bakwafi01). Furthermore, married
men are more likely to have more work experienea ttmmarried men. However, it can
be seen that unmarried women earn significantlyentban married women just as was
found in the study by Sebaggala (2006). This cdddbecause employers may view
single women as being more stable and may preéen tio married women who may be

more attached to performing family roles and whaber supply may be intermittent

® This refers to individuals who are in polygamouarniages, divorced or widowed.
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5.3.2 Results of Ordinary Least Squares for 2005 Vs
The results of the OLS equation for the 2005 wageassions are given in Table 5.4.

Table 5.4: Results of Ordinary Least Squares for 206 Wages

MALE FEMALE

Coeff t-Stat Coeff t-Stat
Cons 7.17%** 49 6.97*** 39.96
Exp 0.013* 1.7 0.02*** 3.6
Expsq -0.0002* -1.77 -0.001*** -4.48
Hours 0.008 0.51 0.004* 1.68
Education
PSLC 0.21** 2.34 0.28** 2.51
JCE 0.48*** 6.10 0.31*** 3.2
MSCE 0.85*** 8.04 0.93*** 6.18
TERT 1.41%** 5.47 1.14%** 3.78
Occupation
AGRIC -0.35%** -4.09 -0.23** -2.36
MINING 0.42%** 491 0.63*** 5.73
MANUF -0.06 -0.77 -0.037 -0.32
UTILITIES 0.28* 1.97 0.42* 1.67
CONST -0.212** -2.27 -0.51%** -4.15
FINANCIAL 1.55%** 3.28 1.46%** 4.92

Marital Status

MARRIED 0.08 0.8 0.33** 2.73
UNMARRIED 0.084 0.69 0.64*** 4.15
Inmills 0.58 0.7 0.75 0.6

N= 965 N= 785

F: 21.9 F: 16.14

P>F: 0.00 P>F: 0.00

R?: 0.26 B: 0.24

Notes: The t-statistics are based on robust stdrefaors. Superscripts ***, ** and * indicate sidjicance
at 1%, 5% and 10% levels respectively
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The results for 2005 show positive and significatdtionships between wages and levels
of education. The returns to education are givethéntable below. It is evident that, just

as in 1998, there are positive returns to educdtorboth men and women and that
returns for women are lower for holders of JCE. Ideer the results for 2005 show that
returns for women are lower than for men for indials with tertiary education (see

Table 5.5). It is also important to note that retuto education for both males and

females are lower for primary school and tertiafyeation in 2005 than in 1998. This

can be attributed to the fact that over time therage rates of return to education in
general tend to decline because of changes inatha Imarket that devalue their labor

market (Siphambe and Bakwena, 2001).

Table 5.5: Rates of Return to Education for 2005

LEVEL MALE FEMALE
PSLC 0.02625 0.035
JCE 0.027 0.003
MSCE 0.030833 0.05167
TERT 0.037333 0.014

The variables for experience and hours worked gaendound to be positively related to
wages in both male and female wage functions. dush 1998 a quadratic relationship
exists between experience and earnings since teiaient for experience squared is
again negative.

Unlike the 1998 findings, for 2005, earnings fomanrried men are higher than those of
married men. Unmarried women, just as in 1998, agnificantly more than married
women. The results signify that for 2005, earniimgthe agriculture, manufacturing and
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construction sectors are lower than those in thasport and communications sector.
This is unlike the findings for 1998 where earnimgghe agriculture and construction

sectors were more than in the transport and conucations sector.

5.4 The Gender Wage Gap in Malawi

The Blinder-Oaxaca decomposition uses the maleficiegft as a benchmark for the
decomposition while the Cotton decomposition ubesweighted average of both male
and female coefficients as a benchmark and is heftee considered as being more
appropriate. The results for both decompositiongehaeen given in the table below.
Wages have also been decomposed for the privatpubiat sector in order to compare
the wage gaps for the two sectors. The wage fumetior private and public sectors are

given in Appendix 3.
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Table 5.6: Blinder-Oaxaca and Cotton Decompositionél'he T-statistics are in parentheses)

1998 2005

PRIVATE PUBLIC TOTAL PRIVATE PUBLIC TOTAL
Wages
Male 6.54 6.43 6.51 7.65 8.41 1.77
Female 6.51 6.45 6.52 7.58 8.45 7.78
Blinder-
Oaxaca
Explained 0.04(2.03)**  0.008(0.31)  0.001(0.11) @(266) 0.096(1.3)* 0.034(1.01)*
Unexplained -0.016(-0.46) -0.032(-0.57) -0.016(-0.8) 0.045(0.7)  -0.126(-1.06)*  -0.046(-0.88)
Cotton
Explained 0.036(2.5)**  0.0077(0.39) 0.004(0.48) A5([D.66) 0.109(1.98)* 0.0625(1.97)*
Unexplained -0.01(-0.32)  -0.031(-0.6)  -0.019(-1.12)* 0.049(0.8)  -0.14(-1.26)* -0.074(-1.46)*
Total 0.025(0.73) -0.02(-0.45)  -0.015(-0.85)  0.075(1.12)* -0.03(-0.26) -0.012(-0.21)
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5.4.1 The Gender Wage Gap for the 1998 and 2005 &bSample

Table 5.6 shows that the mean log wages for thes walge earners were 6.51 while
those of female wage earners were 6.53 in the 19@8 sample. This implies that in
1998 there was a negative, albeit insignificantgevdifferential of 0.015 or 1.5 percent
in favor of females. This gives the interesting dasion that, in 1998 women were not
disadvantaged in the labor market and that men diseglvantaged. However, the wage
gap is insignificant at all levels. The result thamen were advantaged in the labor
market in 1998 is consistent with that of Akinife§2002) who found that female
employees in the private sector of Malawi’'s rubdr market earned more than male
employees. A wage gap of -0.05K/hr was found, h@wethis was found to be
statistically insignificant. Akinifessi (2002) offed several reasons for this finding.
Firstly, the wage setting procedure and the detidm employ workers was less
bureaucratic and depended more on the preferericae employer. For instance, some

employers opted for female workers with the bdlett they are easier to manage.

For the 2005 total sample the mean log wages foakes is 7.78 while that for males is
7.77 thus giving the wage gap of 0.012 or 1.2 pertavoring females. The 2005 wage
differential is not significant, however, given thstatistic of 0.2. Therefore using the 2-t
rule of thumb the study fails to reject the hypasibethat there are no significant

differences in earnings between men and women.

Therefore, it can be concluded that the labor ntarkélalawi, is equitable in terms of
wages. There is no gender wage gap in Malawi’'s &rabor market. Malawi’s labor
force is characterized by minimal differences indiaforce participation rates between
men and women which could be the reason for thdirig. The Malawi labor market is

equitable and there is no evidence of labor foiisergnination and hence the study fails
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to reject the hypothesis that there is no labocdatiscrimination. The results found in
the study make intuitive sense, since in Malawe, gfovernment is the largest sector of
employment and the government pay scheme is relgtstandardized compared to the
private sector pay scheme leaving no room for oiisoation. Furthermore, Malawi’s
labor market has a very strong institutional sgtfmovided by the 6 Employment Act

of 2000 which stipulates that no person shall disicate against any employee on
grounds of race, religion, sex, marital status sman. The act also stipulates that every
employer shall pay employees equal remunerationwiork of equal value without
distinction or discrimination of any kind on anysim(Government of Malawi, 2000).

Given that the wage differential in 1998 was albpercent while that in 2005 was about
1 percent, the hypothesis that there have beeharages in the wage gap can be rejected.
According to Bakeet al. (1995) and Philips (1982), differences in theneays gap over
time are supposed to reflect related changes inmtean characteristics of male and
female workers and could also be due to changethentrends in the labor force

participation rates of the two groups.

From the results it can be seen that Cotton anddBii—Oaxaca decompositions are not
very different suggesting that the index numbebfmm was non-existent in the Blinder-
Oaxaca decompositions. For both the Cotton anddBti®axaca decompositions it can
be seen that a larger component of the wage gaedsunted for by the explained
component suggesting that individual charactegsticontribute more to wage

determination.

5.4.2 Private and Public Sector Wage Decompositions

The results for both 1998 and 2005 show that men ewre than women arising in a
gender wage gap of 2.5 percent in 1998 and 7.%epemc 2005. Whereas the wage gap
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for 1998 is insignificant, the gap for 2005 is statally significant at 10 percent level of
significance. In the public sector, however, res@idr both years show a negative wage
gap which favored females. Evidently, results fothbyears show that wages in the
private sector are more favorable for men and tiase in the public sector are more
favorable for women and that the wage gap in tivafe sector of Malawi by 2005 had
increased by more than twice its amount in 199&se€&lresults make intuitive sense since
the government wage setting structure is not aseaiae as the private sector’s. In the
private sector women are more likely to be disaneéd against in the wage setting
process in forms highlighted by the demand sidertee of wage discrimination. For
instance, employers may be biased against womemubecthey view women’'s
participation in the labor force as intermittentedio family and child bearings roles
(Ehrenberg and Smith, 1991). Wage setting in tiheaf® sector is at the discretion of the
employer and prospective employees are able toalvafgr wages with employers as
such wages are not fixed for given levels of emplegt. As such employers in the
private sector are free to set wages differenttyrien and women.

The finding that the private sector has a largegevgap, which favors males, than the
government sector is similar to the finding by KabtMariara (2003) who found that the
wage gap in the private sector in Kenya was maaa ttvice that of the public sector and
Appletonet al. (1999). On the same note Lucifora and Meurs (200dhd that women
were better of being in the public sector becabsy were not discriminated against.
According to Siphambe and Bakwena (2001) a majptagation for wage gap in the
private sector is discrimination. They found thatmen face discrimination in the private
sector of Botswana and earn more in the publicosetttus giving rise to the conclusion
that, as countries strive to privatize their atidd, the issue of gender inequality in wages

also comes to focus. The public sector wage gaptste is fairly standardized allowing
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for little or no room for new workers to negotigiay packages hence entry levels are
well defined. This is because all policies incliglthose on equality are developed in the
public sector. Furthermore, the recruiting and pybam framework in government does

not stand for pay differences which cannot be fiestiby characteristics between men

and women. In the private sector, however, theapiand promotion system is very much
decentralized and can afford to offer different emgo men and women (Siphambe and
Bakwena, 2001).

There are several factors which explain wages Herpublic and private sector. Wage
levels are a result of collective and individuatdaaning between employees (and their
representatives) and with management (and ownéf#nts. In the public sector laws
and negotiations decide wages. In firms and orgdioizs, however, wages are paid to
employees usually depending on working time andforresults (production made or
objectives reached).

In the 2005 sample, both components of the decoitmposre positive. The explained
component accounts for 38% of the wage gap whéeautiexplained component accounts
for about 60% of the wage gap. Thus it can be $eainfor 2005, the wage gap in the

private sector is largely attributed to the dis@nation component.

5.4.3 Detailed Wage Gap for the Private Sector

A detailed decomposition of the private sector wage for 2005 was computed to
examine the specific contributions of the explanatariable was computed. This was

aimed at examining the effect of education on #mdgr wage gap.
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Table 5.7 Private Sector Detailed Decompositionsf@005

Explained Unexplained
AGRIC 0.001 0.02
MINING 0.0001 0.001
MANUF -0.001 -0.006
UTILITIES 0.001 -0.003
CONST 0.00001 -0.001
FINANCIAL -0.001 0.002
Total Occup 0.00011 0.013
PSLC 0.001 -0.01
JCE -0.0007 0.002
MSCE -0.002 -0.001
TERT 0.003 -0.001
Total Educ 0.0013 -0.01
Exp 0.0004 -0.04
Expsq -0.000 0.01
MARRIED -0.00004 0.017
UNMARRIED 0.006 -0.02
Hours -0.005 0.07

*Note: The Negative Sign Means Males are Disadvautag

From the results given in the table it can be seéet the education dummies each
account for less than 0.01 of the explained ancpiaged components of the wage gap.
In total, education accounts for 0.013 of the exygld component of the gender wage gap
2005. Therefore the study fails to reject the higpeis that the education component
explains very little of the wage gap for the prevatector. In this study the years of
experience explain virtually none of the wage gHpe occupational dummy variables

explain very little of the gender wage gap as well.
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CHAPTER SIX

CONCLUSION, SUMMARY OF FINDINGS AND POLICY IMPLICAT IONS

6.1 Conclusion

This study was aimed at analyzing the gender Higion of earnings in Malawi. In

particular this study was aimed at estimating thedgr wage gap in Malawi, evaluating
the impact of education on the gender wage gapeaachining the trends in the wage
gap between 1998 and 2005. The study was also atnatkarthing the possible sources

of the gender wage gap.

The study used data from the first and second tated Household Surveys of 1998 and
2005 respectively. The theoretical foundation useithe determination of wages was the
Human Capital Theory. This theory states that iildigls earn higher production
capacity through increased education levels, imglyhat earnings increase as the levels
of education increase. Blind&axaca and Cotton decomposition techniques weiktose
decompose the gender wage gap and Heckman’s (1@ A&tep procedure was used to

correct for selectivity bias.

The major conclusion of the study is that thenedggender wage differential in Malawi’'s

formal labor market hence there is no labor forisertmination.
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6.2 Summary of Findings

The results of the study have shown that therepssitive and significant relationship
between wages and education. More importantlystie®en shown that there are positive
returns to education and that returns to educdtiofiemales are greater than those for
men.

The results for 2005 indicate that women earnecertitan men by 1.2 percentage points.
The average male wages for 2005 were MK4, 825 whéeaverage female wages were
MK4, 901 per month. In essence women earn more itiem by MK76 per month. The
wage gap, however, was found to be statisticaygmficant. Therefore, the study failed
to reject the hypothesis that there are no sigmificlifferences in earnings between men
and women. This outcome is largely attributed t® fiéoct that labor force participation
rates and employment rates between men and woreenae or less equal. This implies

that the Malawi labor market is not discriminatory.

The 1998 results show that there was a wage gdp mdrcentage points in favor of
females. Males on average earned MK 1,492 while @oon average earned MK1, 859
per month. The wage gap for 1998 was also stalitiinsignificant. Evidently, the

wage gap declined between 1998 and 2005 by abouih&sefore, the hypothesis that
there have been no changes in the gender wageetiapen 1998 and 2005 was rejected.

Decomposition results for the private sector hadvens that there was a positive wage
gap of about 2.5 percent in favor of males in 1888 a positive wage gap of about 7.5
percent in 2005. Evidently, women earn less than mehe private sector and this has
worsened from 1998 to 2005. The wage gap in theagisector in 2005 is also seen to

be statistically significant, therefore implyingathwomen are discriminated against in the
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private sector. In the public sector, however, woraarn more than men. In thevate
sector women are more likely to be discriminatedirag than in the public sector where

wages are fairly standardized.

6.3 Policy Implications

The significance of the wage gap in Malawi’s prevaector calls for some policy action.
Discrimination is an issue of concern to economatsl policy makers for several
reasons. It causes labor market failure and impties allocative and distributive
functions of the labor market. Consequently, itateg the role of the labor market as an
important vehicle for economic growth. Furthermatds a source of inequality in the
distribution of income and wealth, discriminatorgatment of some population groups
leads to lower wages and reduced employment opputes, including few promotion
opportunities. As a result, the population groupisject to discrimination earn less than
they are supposed to and suffer a fall in reldiiviag standards. Therefore, government
could re-enforce laws prohibiting any forms of distnation against women in the wage
setting process in the private sector. Governmenildvthen have to follow up on its

policies to ensure that they are being implemented.

Results for wage determination imply that educatpmiicies could influence wages
received by men and women. This necessitates gosst’s continued investment in
education. The enhancement of education could hee dbrough several budget
initiatives, such as the continuation of the schieelding program. The findings of the
study show that the general level of educatiortairanent for the total population is low
as there are very high illiteracy rates in the omati Policies aimed at increasing
educational enrolment are not adequate and musbigded with schemes to ensure that

once a student enrolls in school they do not digpaad must complete their education.
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6.4 Limitations and Directions of Further Study

The advantages of using household data cannot terstated as suggested in several
studies (Christie and Shannon, 2001; Bakeal, 1995). However, since there have been
no recent household survey in Malawi, the studyhebsto make do with lack of recent
data. Finding comparable data for 1998 and 2005 alss a major drawback in this
study. For instance, the 2005 data set reportedtsefor different forms of tertiary
education such as university diplomas, non unitiediplomas and postgraduate degrees
while the 1998 sample only had university educatiothe tertiary education segment.
As such some of the intermediate forms of tertedycation from the 2005 sample were

dropped in the study.

This study has investigated the wage gap in thdbsectors and distinguished between
the private sector wage gap and the governmenbrsecige gap. Future researchers
could however delve into a comparative analysigerider wage differentials between

“ganyu” labor markets and the formal labor market.
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APPENDICES

APPENDIX 1: Results of the Breusch-Pagan Test

Test Degrees of
Statistic Freedom P-Value Conclusion
1998 MALE 1421.8 14 0 Accept Null
FEMALE 874.21 14 0 Accept Null
2005 MALE 6.53 14 0.011 Reject Null
FEMALE 3.42 14 0.064 Reject Null

Note: The Null Hypothesis is that there is Homosctidity
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APPENDIX 2: Labor Force Participation functions for 1998 and 2005

LFP 1998 2005

Coeff t-Stat Coeff t-Stat
PSLC -0.105*** -3.75 0.16 0.16
JCE -0.94%** -14.7 - -
MSCE 0.28*** 4.38 - -
TERT 0.97*** 4.98 1.54* 1.31
Age -0.0012 -0.6 -0.14* -1.59
Agesq -0.00001 -0.37 -0.002* 1.68
Other -0.56*** 16.24 - -
RURAL -0.21%** -4.7 -0.717 -0.79
NORTH -0.079* -1.7 - -
SOUTH 0.466*** 8 0.54 0.53
Constant -0.29*** -8 0.54 0.53

LR chi2(11): 77.0 LR chi2(7): 17.31

Prob>chi2: 0.00 Prob>chi2: 0.01

Notes: The dummy variable for the North, Other, #DH MSCE were dropped in the 2005 function.
Superscripts ***, ** and * indicate significance &%, 5% and 10% levels respectively.
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APPENDIX THREE: Wage functions for the Public and Rivate Sectors for 1998

and 2005

A. 1998 Functions

1998 PVT SECTOR PUBLIC SECTOR
MALE FEMALE MALE FEMALE
Cons 5.9(38)*** 6.1(52)*** 7(54)*** 7(29)***
Exp 0.03(0.83) 0.003(0.64) 0.001(0.49) 0.001(0.18)
Expsq -0.001(1.2)* -0.00(-0.7) -0.00(-0.38) -0.@013)
Hours 0.07(4.7)*** 0.005(3.2)***  0.001(0.85) 0.0141Q)***
Education
PSLC 0.9(13)*** 1.0(13)*** 0.49(10)*** 0.26(1.71)*
JCE 0.34(5.7)*** 0.38(6.11)***  0.17(2.7)** 0.19(21)**
MSCE 0.3(2.79)** 0.7(2.28)** 0.46(6.3)*** 0.62(2.)5
TERT 0.34(0.9) 1.24(2.2)** 0.35(1.77)* 0.7(0.18)
Occupation
AGRIC -0.28(-4.2)***  -0.26(-3.8)***  -0.017(-0.39) ©02(0.02)
MINING 0.95(1.7)* 0.39(0.4) 0.037(0.07) 0.25(0.51)
MANUF -0.27(-4.2)**  -0.25(-3.8)***  0.14(1.28)* 0.80.67)
UTILITIES 0.24(0.32) 2(2.53)** 0.62(1.94)* -0.57@4)*
CONST 0.15(1.96)* 0.23(2.7)** -0.47(-6.35)***  0.10(4)
FINANCIAL  -0.2(-1.39)* -0.55(-3.4)***  -0.2(1.92)* 46(4)***
Marital Status
MARRIED 0.11(0.9) -0.02(-0.32) -0.002(-0.02) 0.0488)
UNMARRIED 0.1(0.8) -0.015(-0.17) 0.042(1.2)* 0.02(0.2)
Inmills 0.03(0.9) 0.5(0.01) 0.16(0.3) 0.24(0.2)
N=1178 N=1257 N=5620 N=700
P>F=0.0 P>F=0.0 P>F=0.09 P>F=0.0
R=0.21 R=0.2 R=0.34 R=0.4
F=20 F=19 F=25 F=3

Notes: Superscripts ***, ** and * indicate signifiace at 1%, 5% and 10% levels respectively.
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B. 2005 Functions

2005 PVT SECTOR PUBLIC SECTOR
MALE FEMALE MALE FEMALE
Cons 7.1(39)*** 6.8(34)***  7.6(24)*** 7.5(18)***
Exp 0.02(2)** 0.01(0.8) 0.1(0.87) 0.04(2)**
Expsq -0.0(-2)** -0.0(-0.9) -0.0(-0.18) -00(-1.6)*
Hours 0.04(3.4)*** 0.07(3.9)*** 0.03(0.9) 0.01(2)**
Education
PSLC 0.28(2.5)** 0.18(1.2)* 0.02(1.1)* 0.23(-1.4)*
JCE 0.49(4)*** 0.39(2.5)** 0.72(3.6)*** 0.03(0.2)
MSCE 0.8(5.5)*** 0.9(4)*** 0.88(1.1)* 0.018(1.0)*
TERT 1.27(3.86)*** 0.9(1.5)* 0.87(2.8)** 0.12(1.6)*
Occupation
AGRIC -0.17(-1.8)* -0.5(-0.47) 0.02(0.15) -0.286}*
MINING 1.3(2.4)**
MANUF 0.12(1.1)* 0.14(1)* 0.01(0.02) 0.88(1)*
UTILITIES 0.6(1.8)* 0.37(0.7) 0.06(0.45) -0.9(-1*2)
CONST 0.09(0.6) 0.43(2.4)**
FINANCIAL  2.2(6)*** 1.8(4.7)***  0.5(1.5)* 0.5(1.6)*
Marital Status
MARRIED 0.08(0.7) 0.3(2.2)** 0.04(0.18) 0.09(0.4)
UNMARRIED 0.1(0.7) 0.27(2.2)** 0.4(0.18) 0.73(2.1)*
Inmills 0.05(0.42) 0.6(0.1) 0.3(0.4) 0.8(0.2)
N=689 N=490 N=130 N=147
P>F=0.0 P>F=0.0 P>F=0.09 P>F=0.0
R=0.2 R=0.19 R=0.36 R=0.20
F=9.5 F=6.8 F=4.3 F=12

Notes: Superscripts ***, ** and * indicate signifiace at 1%, 5% and 10% levels respectively.
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