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Abstract

This paper explores the impact of unemployment on income inequality in Nigeria,
focusing on the complex relationship between the country's labor market dynamics and
its economic disparities. Unemployment and income inequality are two of the most
significant challenges confronting Nigeria's socio-economic landscape. With a rapidly
growing population, particularly among youth, and a persistently high unemployment
rate, Nigeria faces a dual crisis where unemployment directly contributes to the widening
income gap. The impact of unemployment on income inequality in Nigeria is exacerbated
by factors such as educational mismatches, regional economic disparities, gender
inequality, and an overreliance on the oil sector. This paper explores the complex
relationship between unemployment and income inequality in Nigeria, highlighting the
key drivers and implications of these issues. Through a systematic review of existing
literature, the paper identifies key findings that underscore the importance of policy
reforms in education, vocational training, economic diversification, and social protection
to address unemployment and its adverse effects on income inequality. The analysis also
considers how unemployment exacerbates poverty levels, particularly among
marginalized groups such as women and rural populations. The paper further provides
policy recommendations aimed at reducing the impact of unemployment on income
inequality, focusing on inclusive growth strategies, gender equality, and regional
development. The paper concludes that addressing unemployment and income inequality
in Nigeria requires a multifaceted approach that integrates educational reforms, economic
diversification, gender-sensitive policies, and comprehensive social protection systems.
Only through these reforms can Nigeria create sustainable job opportunities, reduce
income inequality, and achieve more equitable socio-economic development.
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Introduction

Nigeria, with its population exceeding 200
million, is the largest economy in Africa and
has long been a dominant player in global
energy markets due to its oil exports. Despite
these advantages, the country faces persistent
challenges, particularly in unemployment
and income inequality. Unemployment in
Nigeria has steadily increased in recent
decades, with current figures reaching
alarming levels. According to the National
Bureau of Statistics (NBS, 2020), Nigeria's
unemployment rate stood at 27.1% in 2020,
and youth unemployment surpassed 40%.
This scenario, coupled with a growing
population and rapid  urbanization,
exacerbates income inequality, which has
become one of the country’s most pressing
socio-economic issues. The youth, women,
and rural dwellers are particularly vulnerable,
often facing higher unemployment rates and
limited opportunities for upward mobility.
The relationship between unemployment and
income and

inequality is  complex

multifaceted, particularly in developing
economies like Nigeria. High unemployment
rates often lead to greater income disparities,
as the unemployed are unable to earn wages,
while those who remain employed may face
reduced earnings due to downward pressure
on wages. Moreover, unemployment
increases poverty, as individuals without
steady income are unable to contribute to the
economic welfare of their households and
communities. Unemployment also affects the
distribution of income across different
sectors, with low-skilled workers typically

bearing the brunt of job losses and those in

informal or underpaid work facing stagnating
wages. Additionally, certain groups, such as
women, the youth, and rural populations, are
impacted by
unemployment in Nigeria, further widening
the income gap.

disproportionately

Unemployment in Nigeria takes several
forms, including structural, cyclical, and
frictional unemployment. Structural
unemployment arises from a mismatch
between the skills of the labor force and the
requirements of the labor market,
exacerbated by a lack of adequate education
and training. Cyclical
unemployment results from economic

downturns, particularly the volatility in oil

vocational

prices that Nigeria is highly susceptible to.
Lastly, frictional unemployment refers to
short-term unemployment that occurs as
individuals transition between jobs or enter
the labor market for the first time. Each form
of unemployment has different effects on
income inequality, depending on the broader
economic context and policy responses.

The link between unemployment and income
inequality in Nigeria is particularly
concerning, as it intersects with a host of
other socio-economic issues, such as poverty,
poor access to quality education, and
inadequate healthcare services. According to
(2019),

unemployment problem is exacerbated by an

Okunrounmu Nigeria’s
overreliance on the oil sector, which has been
prone to price fluctuations and has limited
capacity to absorb the country’s growing
While other like
agriculture, manufacturing, and technology

labor force. sectors
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hold potential for job creation, these sectors remain underdeveloped and underfunded,
contributing to Nigeria’s job crisis.
The impact of unemployment on income inequality in Nigeria is further compounded by
demographic challenges. Nigeria has one of the youngest populations in the world, with over
60% of its population under the age of 25. This demographic shift presents both an opportunity
and a challenge. On the one hand, the youth bulge could fuel economic growth if the workforce
is adequately trained and employed. On the other hand, the lack of job opportunities, especially
for young people, has exacerbated social unrest, increased poverty rates, and deepened
inequality. Adeyemo (2020) argues that a growing youth population, without the necessary
employment opportunities, leads to greater income inequality as many young Nigerians are
left unemployed, underemployed, or trapped in the informal sector with low earnings.
Gender inequality in Nigeria also plays a significant role in shaping the impact of
unemployment on income inequality. According to Dixon & McDonnell (2017), women in
Nigeria face disproportionately high unemployment rates compared to men, due to various
socio-cultural and economic barriers. Gender inequality in education and limited access to
formal employment are major factors contributing to the lower labor force participation of
women, which in turn contributes to higher levels of income inequality. Rural areas, where
the majority of Nigeria’s poorest populations reside, also experience higher unemployment
rates and are often excluded from the benefits of economic growth. Nnadozie (2019) highlights
that regional disparities in economic development further exacerbate unemployment in rural
areas, making it difficult for residents to access well-paying jobs or start businesses.
While the Nigerian government has implemented several initiatives aimed at addressing
unemployment and income inequality, including the National Economic Empowerment and
Development Strategy (NEEDS) and the National Youth Employment Scheme (NYES), these
programs have not fully addressed the underlying structural issues of the labor market. The
government’s overreliance on oil revenues, coupled with poor diversification of the economy,
has left the labor market vulnerable to external shocks, making the country susceptible to
cycles of unemployment and inequality. Adeosun (2018) suggests that the need for economic
diversification is urgent, as it would provide more sustainable job opportunities in sectors such
as agriculture, manufacturing, and technology, which are currently underdeveloped in Nigeria.
This paper aims to explore the relationship between unemployment and income inequality in
Nigeria by reviewing existing literature, analyzing key trends, and providing policy
recommendations. By examining how different types of unemployment (structural, cyclical,
and frictional) contribute to income inequality, the paper also aims to provide insights into the
underlying causes of inequality and the role of unemployment in deepening it. It will also
explore how socio-economic factors such as education, gender, and regional disparities
influence the impact of unemployment on income inequality in Nigeria. Lastly, the paper will
propose policy measures that could address both unemployment and inequality, contributing
to more inclusive growth and sustainable development in Nigeria.
Therefore, central research questions for this paper are as follows;

1. How does unemployment in Nigeria contribute to income inequality?

2. What are the key factors that influence unemployment and income distribution in Nigeria?
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3. How do different types of unemployment (structural, cyclical, and frictional) affect
income inequality in Nigeria?

4. How do gender, education, and regional disparities influence the relationship between
unemployment and income inequality in Nigeria?

5. What policy recommendations can help reduce unemployment and mitigate income
inequality in Nigeria?

Methodology

The review follows a systematic qualitative approach to examine existing studies on the
impact of unemployment on income inequality in Nigeria. This involves collecting, analyzing,
and synthesizing relevant scholarly articles, reports, and policy papers. Data sources and
selection criteria include; Peer-reviewed journals, government reports, working papers, and
books from reputable publishers such as the National Bureau of Statistics (NBS), World
Bank, International Monetary Fund (IMF), and academic databases like Google Scholar,
JSTOR, and ResearchGate. Studies published in the last 10—-20 years, focusing on Nigeria
or comparable developing economies are considered in the inclusion criteria while exclusion
criteria includes articles lacking empirical evidence or published in non-academic sources.

A thematic approach is used to categorize literature into the following key areas; Conceptual
and Theoretical Frameworks: Discussing relevant economic theories and clarification of key
concepts in the paper. Articles on empirical evidence on unemployment and income
inequality were reviewed that established the relationship between unemployment and
inequality in Nigeria (e.g., Aigbokhan, 2000; Anyanwu, 2016). Policy interventions and
economic implications examining government strategies to address unemployment and
reduce inequality were also reviewed (e.g., Okafor, 2011). All sources are cited using the APA
(7th edition) referencing style to ensure academic integrity.

Conceptual and Theoretical Framework

The conceptual framework for understanding the impact of unemployment on income
inequality in Nigeria is built upon economic theories and empirical studies that explore the
relationship between labor market dynamics and wealth distribution. Unemployment,
particularly persistent and structural unemployment, is a critical driver of income inequality,
as it limits income-earning opportunities and exacerbates socio-economic disparities (Todaro
& Smith, 2020). This framework integrates theoretical perspectives such as the Kuznets
Hypothesis, labor market segmentation theory, and human capital theory to provide a
structured approach for analyzing this issue in the Nigerian context.

Several economic theories underpin the relationship between unemployment and income
inequality in Nigeria. For instance, The Kuznets Hypothesis (1955) suggests an inverted U-
shaped relationship between economic development and income inequality. In the early stages
of industrialization, income inequality increases due to structural shifts from agriculture to
industry, but as development progresses, it declines with better access to education, social
welfare, and labor market opportunities. In Nigeria, however, weak industrialization and a
high dependence on informal employment prevent the downward trend in inequality predicted
by Kuznets (Aigbokhan, 2008). Labor Market Segmentation Theory posits that labor markets

africanscholarpublications@gmail.com
FEBRUARY, 2025



are divided into a primary sector (stable, high-paying jobs) and a secondary sector (low-
paying, precarious jobs) (Doeringer & Piore, 1971). High unemployment in Nigeria forces
many individuals into the informal sector, which offers low wages, no job security, and
minimal social benefits, reinforcing income inequality (Olawumi & Adedokun, 2021).
According to Becker (1964), disparities in income arise due to differences in education, skills,
and work experience. In Nigeria, limited access to quality education and vocational training
exacerbates unemployment and widens income inequality, as unskilled workers are excluded
from high-paying jobs in the formal economy (Okafor, 2011). As an independent variable,
unemployment, particularly youth and long-term unemployment, affects income inequality by
reducing earnings and increasing dependency rates. Nigeria’s high unemployment rate (33.3%
in Q4 2020) (NBS, 2021) worsens income disparity, as jobless individuals lack stable income
sources. While, income inequality in Nigeria is measured using indices such as the Gini
coefficient. Rising unemployment leads to greater income disparities as wealth concentrates
among those with access to formal employment and capital investments (Ogun, 2010).
Moreover, several factors mediate the relationship between unemployment and income
inequality in Nigeria, one of which is educational attainment as poor educational access
increases unemployment and widens wage gaps (Asaju et al., 2014). Informal sector growth
with the expansion of the informal economy due to high unemployment leads to wage
suppression is another mediating factor (Akinyemi & Omoniyi, 2016). Also, social welfare
systems in Nigeria fail to cushion the unemployed, deepening inequality (Oyekale, 2012).
Unemployment is a critical economic and social issue that affects individuals, families, and
national economies. It refers to the condition in which individuals who are capable and willing
to work cannot find suitable employment (International Labour Organization [ILO], 2020).
High unemployment rates can lead to increased poverty, social unrest, and economic
inefficiencies, making it a key focus of policymakers and economists.

Several institutions and scholars have provided different definitions of unemployment.
According to International Labour Organization (ILO) unemployment is the situation where
individuals above a specified age are “without work, available for work, and actively seeking
employment” during a reference period (ILO, 2020). John Maynard Keynes (1936) argues that
unemployment results from insufficient aggregate demand in the economy, meaning that
businesses do not require as much labor because consumers are not spending enough. While,
the neoclassical perspective attributes unemployment to labor market inefficiencies, such as
wage rigidity and mismatches between skills and job opportunities (Blanchard & Fischer,
2019).

Unemployment can be categorized into different types based on its causes and nature. For
instance, frictional unemployment occurs when individuals are temporarily unemployed while
transitioning between jobs or entering the workforce for the first time. It is a natural part of a
dynamic economy (Pissarides, 2000). Structural unemployment results from fundamental
changes in the economy, such as technological advancements or shifts in industries that render
certain jobs obsolete. For example, automation in manufacturing has led to job losses in
traditional industries (Autor, 2015). Cyclical unemployment is linked to economic
fluctuations. During economic downturns or recessions, businesses reduce production and lay
off workers, leading to increased unemployment (Keynes, 1936). In contrast, during economic
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booms, employment levels rise. While, Seasonal unemployment occurs in industries that
experience seasonal fluctuations, such as agriculture, tourism, and construction. Workers may
be employed during peak seasons but unemployed during off-seasons (ILO, 2020) and a
situations where individuals work in jobs that do not fully utilize their skills, education, or
availability for full-time work is referred to as underemployment. This is common in
developing countries, where many workers are forced into low-paying, informal sector jobs
(Olawumi & Adedokun, 2021).

Several factors contribute to unemployment, particularly in developing countries like Nigeria.
These factors, among others, include: Economic slowdowns and recessions when economic
growth declines, businesses cut jobs, leading to increased unemployment (World Bank, 2021).
Mismatched skills and education as inadequate education and training programs lead to a
workforce that does not meet labor market demands (Okafor, 2011). Technological
advancements with automation and digitization reducing the need for human labour in certain
industries (Autor, 2015). Labor market rigidities facilitated by high minimum wages,
restrictive labor laws, and union activities can sometimes discourage employers from hiring
(Blanchard & Fischer, 2019) and rapid population growth experienced in many developing
countries where the number of job seekers outpaces job creation, leading to high
unemployment rates (Asaju et al., 2014), consequences of which can be economic social and
psychological.

Unemployment is a crucial factor in explaining income inequality, and various theoretical
models help explain how these dynamics unfold in different economies. According to Kalecki
(1943), unemployment depresses the bargaining power of workers, leading to wage inequality.
When labor is abundant and unemployment is high, employers have the upper hand in wage
negotiations, often resulting in lower wages for workers, particularly in the informal and low-
skilled sectors. This, in turn, widens the income gap between the wealthy and the working
class.

The Mincerian Wage Model (1974) suggests that human capital (education, skills, and
experience) plays a crucial role in determining wages, and unemployment limits individuals'
ability to gain experience or access education, thereby contributing to income inequality.
According to Mincer, higher unemployment rates are associated with lower levels of human
capital development, leading to persistent wage disparities. This model is particularly relevant
in the Nigerian context, where the lack of educational alignment with labor market needs
exacerbates unemployment and income inequality (Aghion et al., 2015).

Inequality is a broad socio-economic concept that refers to the uneven distribution of
resources, opportunities, and rights within a society. It exists in various forms, including
economic, social, political, and gender inequality. Among these, income inequality is a key
economic issue that highlights disparities in earnings and wealth among individuals or groups
within a country or globally (World Bank, 2021). High levels of inequality can lead to reduced
economic growth, social unrest, and hinder poverty reduction efforts (Stiglitz, 2012).
Inequality refers to the uneven distribution of assets, wealth, or access to services and
opportunities among individuals, groups, or countries (Sen, 1997). It can manifest in different
ways, including economic disparity, social stratification, and political marginalization. There
are several forms of inequality that impact different aspects of human life. There is economic
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inequality which entails differences in wealth, income, and access to financial resources
(Piketty, 2014). Social inequality manifesting in unequal access to education, healthcare, and
social services (World Bank, 2021). Political inequality which is unequal representation in
decision-making processes and governance (Acemoglu & Robinson, 2012). Gender inequality
which connotes disparities between men and women in employment, wages, and rights
(UNDP, 2020). Regional inequality where is uneven development between urban and rural
areas or different geographic regions (Kanbur & Venables, 2005). Inequality can be caused by
historical, institutional, and policy-driven factors, including discrimination, weak governance,
and structural economic imbalances.

Income inequality refers to the extent to which income is distributed unevenly among
individuals or households in a given society (Atkinson, 2015). It is often measured using
indices such as the Gini coefficient, which ranges from 0 (perfect equality) to 1 (maximum
inequality) (World Bank, 2021). Income inequality arises due to multiple factors, including
differences in education and skills where higher education levels are associated with better-
paying jobs, while unskilled workers remain in low-income occupations (Becker, 1964).
Technological advancements with automation and digitization have increased wages for
skilled workers while reducing jobs for unskilled labor (Autor, 2015). Labor market structures
as weak labor laws, wage gaps, and informal employment contribute to earnings disparities
(ILO, 2020). Another factor is globalization where economic liberalization and trade policies
benefit capital owners more than low-wage workers, increasing income gaps (Milanovic,
2016). While, taxation and welfare policies in countries with weak tax systems and limited
social welfare programs experience higher income inequality (Stiglitz, 2012).

In development studies, several indicators are used to measure income inequality. First is the
Gini Coefficient which is the most common measure, where 0 indicates perfect equality and
1 represents extreme inequality (World Bank, 2021). Second is the Palma Ratio which
compares the income share of the richest 10% to the poorest 40% (Cobham & Sumner, 2013)
and the Theil Index which measures economic diversity and distributional differences in
income (Theil, 1972). These measures help policymakers analyze income disparities and
design interventions to reduce inequality.

Theoretical frameworks on unemployment and income inequality emphasize the relationship
between labor market conditions and income distribution. According to Kalecki (1943), high
unemployment rates can reduce bargaining power for workers, particularly those in lower-
skilled jobs, leading to wage disparity. Similarly, Mincer (1974) argues that unemployment,
especially long-term, contributes to a widening income gap, as unemployed individuals face
long periods of reduced income and job opportunities.

In the context of developing countries like Nigeria, Aghion et al. (2015) discuss how structural
unemployment, which arises due to economic shifts or mismatches in skills, can exacerbate
income inequality. The Nigerian labor market faces significant structural challenges, including
a mismatch between the education system and the demands of the labor market, which
contributes to high levels of youth unemployment.

Unemployment Trends in Nigeria
Unemployment has remained a persistent challenge for Nigeria, with a substantial rise in the
unemployment rate over the past decade. According to the National Bureau of Statistics (NBS,
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2020), Nigeria's unemployment rate reached 27.1% in 2020, a significant increase from
previous years. Youth unemployment is particularly high, with the unemployment rate among
those aged 15-24 reaching over 40% (NBS, 2020). This high level of youth unemployment
contributes significantly to income inequality, as young Nigerians face difficulties entering
the labor market and accessing well-paying jobs. The long-term effects of unemployment are
further compounded by the lack of adequate social safety nets, leading to entrenched poverty
and income disparities.

Studies by Adeosun (2018) and Adefolalu (2018) argue that the structure of the Nigerian
economy plays a pivotal role in these high unemployment rates. Nigeria's overreliance on oil
exports has led to underdeveloped manufacturing, agriculture, and other critical sectors, which
are the primary sources of job creation. The volatility in oil prices directly affects Nigeria’s
ability to create jobs, particularly during economic recessions, and this economic instability
exacerbates income inequality, particularly for the poor and unskilled labor force.

Y outh unemployment has been identified as one of the most significant contributors to income
inequality in Nigeria. According to Okunrounmu (2019), Nigeria's growing youth population,
combined with insufficient job creation, has resulted in a mismatch between labor supply and
demand. As a result, young people are often unable to secure employment, leading to high
levels of underemployment, low-wage informal sector jobs, or dependence on state welfare
programs, all of which contribute to widening income disparities. Adefolalu (2018) further
highlights that the youth unemployment crisis in Nigeria is exacerbated by a lack of vocational
training and skills development programs, which leaves young people ill-equipped to meet the
demands of the labor market. In addition, Olaniyan (2016) found that youth unemployment is
often linked to social unrest and frustration, leading to increased income inequality. As many
young Nigerians face limited prospects for economic advancement, they are more likely to
experience social and economic marginalization, which deepens the divide between different
income groups. In many instances, young people without access to stable employment
opportunities are trapped in low-wage informal work or are forced to seek employment outside
the formal economy, which contributes to higher income inequality.

Gender and regional disparities in unemployment also play a crucial role in exacerbating
income inequality in Nigeria. Dixon & McDonnell (2017) argue that women in Nigeria face
disproportionately high unemployment rates compared to men, due to several factors including
limited access to education, unequal participation in the labor market, and the dominance of
informal work sectors, where job opportunities are often gendered. According to Nnadozie
(2019), women in Nigeria are more likely to be employed in part-time, informal, or low-wage
jobs, which limits their earning potential and contributes to income inequality. Furthermore,
cultural norms and patriarchal structures in Nigeria often restrict women's access to high-
paying jobs and decision-making roles, further exacerbating gendered income disparities.
Regional disparities also play a significant role in the relationship between unemployment and
income inequality. The northern regions of Nigeria, which are predominantly rural, have
higher unemployment rates than the southern regions. This regional disparity is partly due to
limited industrialization and insufficient infrastructure in the north, which hampers the
development of formal sector jobs. According to Okunrounmu (2019), the lower levels of
education and skill development in northern Nigeria contribute to higher unemployment rates
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in these regions. As a result, income inequality is particularly pronounced in the northern parts
of the country, where large portions of the population are unemployed or underemployed.
Adeosun (2018) also notes that regional unemployment is further exacerbated by the disparity
in government investment and policy implementation. The southern parts of Nigeria,
particularly Lagos and other commercial hubs, benefit from better access to education,
infrastructure, and employment opportunities, while the northern parts remain economically
marginalized, contributing to higher levels of inequality.

The impact of unemployment on income inequality in Nigeria is influenced by different types
of unemployment: structural, cyclical, and frictional. Structural unemployment occurs when
there is a mismatch between the skills of the workforce and the demands of the labor market.
This is a significant issue in Nigeria, where the educational system does not adequately equip
young people with the skills needed for available jobs. According to Aghion et al. (2015),
Nigeria faces a skills gap in critical areas such as information technology, engineering, and
vocational skills, which prevents workers from securing well-paying jobs. Structural
unemployment leads to long-term income inequality as it locks a significant portion of the
population out of the formal labor market.

Cyclical unemployment is tied to fluctuations in economic activity, typically during periods
of recession. The Nigerian economy is highly susceptible to oil price shocks, and periods of
economic downturn often result in widespread job losses. Olaniyan (2019) argues that cyclical
unemployment, particularly during times of global economic crises or oil price drops, has a
direct impact on income inequality. As high-skilled workers may be able to transition into
other sectors, those with lower skills face longer periods of unemployment and wage
stagnation, further exacerbating income inequality. Frictional unemployment, which refers to
the short-term unemployment that occurs when people transition between jobs, also affects
income inequality in Nigeria. Although frictional unemployment is typically short-lived, in a
context where the labor market is highly competitive, it can contribute to wage disparities.
Dixon & McDonnell (2017) note that the lack of job opportunities for low-skilled workers,
combined with the slow pace of job matching, can exacerbate income inequality by keeping a
large portion of the population out of work for extended periods.

The Nigerian government has implemented several policies to address unemployment and
income inequality, including the National Economic Empowerment and Development
Strategy (NEEDS) and the National Youth Employment Scheme (NYES). However, these
programs have faced criticism for their limited scope and impact. Adeosun (2018) argues that
while these initiatives have been well-intentioned, they have failed to adequately address the
structural issues of the Nigerian labor market. The country’s overreliance on oil revenues has
resulted in insufficient investment in sectors that could create sustainable jobs, such as
agriculture and manufacturing. In addition, Adefolalu (2018) suggests that the government's
focus on short-term employment schemes, rather than long-term structural reforms, has done
little to reduce income inequality. There is a need for policies that prioritize education,
vocational training, and economic diversification to reduce unemployment and income
inequality in the long run.
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Unemployment as a Major Driver of Income Inequality in Nigeria

There is a strong positive relationship between unemployment and income inequality in
Nigeria. As unemployment rises, particularly youth and long-term unemployment, the income
gap widens. Those who remain unemployed for long periods face difficulty in acquiring
wealth and often depend on the informal sector or social assistance, leading to greater
inequality. Olaniyan (2019) finds that the structural nature of unemployment in Nigeria, driven
by economic diversification failures and education system mismatches, has a profound impact
on income inequality. Additionally, cyclical unemployment, due to economic downturns, also
exacerbates income disparities, particularly among low-income workers. Kalecki’s (1943)
assertion that higher unemployment depresses wages and exacerbates income disparities by
reducing workers' bargaining power. Adeosun (2018) observed that young people in Nigeria
are more likely to experience unstable or low-paying jobs, which further entrenches income
inequality.

In Nigeria. The northern regions of the country, which are primarily rural, have much higher
unemployment rates compared to the southern regions. For instance, while unemployment
rates in the northern states can exceed 30%, the southern states, particularly Lagos and the oil-
rich regions of the Niger Delta, typically report lower unemployment rates (National Bureau
of Statistics, 2020). This regional difference is further exacerbated by a lack of access to
quality education, infrastructure, and investment in job-creating industries in the north.
Okunrounmu (2019) found that the regional divide between the north and south in terms of
economic development contributes significantly to disparities in income inequality. The
higher unemployment rates in the north mean that there is a larger proportion of the population
in the region who are either unemployed or earning very low wages, exacerbating income
inequality. The findings suggest that regional policies that target economic development, job
creation, and infrastructure investment in the northern regions could help alleviate some of
these disparities and reduce income inequality.

However, youth unemployment is a critical factor in understanding the link between
unemployment and income inequality in Nigeria. As noted earlier, youth unemployment rates
in Nigeria have been persistently high, with over 40% of the youth population unemployed
(National Bureau of Statistics, 2020). This high rate of youth unemployment is attributed to
several factors, including a mismatch between educational qualifications and labor market
demand, as well as limited access to job opportunities in both the formal and informal sectors.
Nigerians are unable to secure stable employment due to the lack of relevant skills and the
high competition for available jobs. Adefolalu (2018) argues that this situation forces many
young people into low-paying informal jobs or makes them dependent on government
handouts, which perpetuates income inequality. For example, youths in the informal sector
often face job insecurity, low wages, and poor working conditions, all of which contribute to
a lower overall income.in addition, absence of adequate vocational training and skills
development programs significantly impacts the ability of young Nigerians to transition into
the labor market. Interviews with young adults revealed that many are unable to find work in
their chosen fields due to a lack of marketable skills, further aggravating the divide between
skilled and unskilled labor and increasing income inequality. Youth unemployment in Nigeria
has reached alarming levels, contributing significantly to income inequality. According to
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NBS (2020), youth unemployment stands at around 40% in Nigeria, with many young people
unable to find stable, well-paying jobs. This segment of the population is the most vulnerable
to income inequality, as they are more likely to experience lower wages when they do secure
employment.

Another important issue is the impact of gender disparities in unemployment and income
inequality. Gender-based inequality is deeply embedded in the Nigerian labor market, and
women face more significant challenges in finding stable, well-paying employment than men.
The analysis revealed that female unemployment rates are typically higher than male
unemployment rates, with women being more likely to engage in part-time, informal, or low-
paying jobs (Dixon & McDonnell, 2017). These gendered disparities in employment lead to
persistent income inequality, as women are often relegated to lower-income brackets due to
their limited access to higher-paying jobs in the formal sector. Olaniyan (2016) and Dixon &
McDonnell (2017) both highlight that women in Nigeria face discrimination in terms of hiring
practices, career advancement, and wage parity, with women often earning less than men for
similar roles. Additionally, cultural norms and patriarchal structures limit women’s access to
higher-paying employment opportunities. The findings from interviews with women indicated
that many women are confined to the informal sector, where wages are irregular and generally
lower than those in the formal economy. Thus, gender-based unemployment contributes to the
overall widening of the income gap in Nigeria, as women are disproportionately affected by
both unemployment and lower wages in the labor market. Policies that address gender
inequality in employment and promote women's access to higher-paying jobs are crucial in
reducing income inequality in the country.

Unemployment disproportionately affects women and rural populations in Nigeria. As
Adefolalu (2018) notes, the labor market in Nigeria is characterized by a significant gender
gap, with women experiencing higher unemployment rates than men. In rural areas, limited
access to education and job opportunities means that unemployment has a more severe impact
on income inequality.

It is worthy to note that that both structural and cyclical unemployment play important roles
in exacerbating income inequality in Nigeria. Structural unemployment in Nigeria arises due
to the mismatch between the skills available in the labor force and the skills demanded by the
labor market. This phenomenon is particularly prevalent among young people, who often
graduate from universities without the specific skills required by the formal labor market. This
lack of alignment between education and labor market needs results in high unemployment
rates, particularly among skilled workers, further deepening income inequality. On the other
hand, cyclical unemployment in Nigeria is influenced by the volatility of the global oil market.
Since Nigeria’s economy is heavily dependent on oil exports, fluctuations in global oil prices
directly affect employment levels, particularly in the oil and gas sector. When oil prices fall,
the economy suffers, leading to job cuts and higher unemployment. As unemployment rises,
income inequality increases, as low-income workers are more vulnerable to cyclical economic
downturns (Adeosun, 2018).

Meanwhile, government policies aimed at reducing unemployment and income inequality in
Nigeria have had limited success. Although several initiatives have been launched to address
unemployment, such as the National Economic Empowerment and Development Strategy
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(NEEDS) and the National Youth Employment Scheme (NYES), these programs have faced
challenges in terms of implementation and scope (Adeosun, 2018). Interviews with
policymakers and stakeholders indicated that these programs often lack sufficient funding, and
their reach is limited, with only a small proportion of the unemployed population benefiting
from them. Moreover, there is a growing concern that these policies do not adequately address
the structural causes of unemployment, such as poor educational outcomes, lack of vocational
training, and insufficient investment in non-oil sectors. Adefolalu (2018) emphasized that
while short-term employment schemes may provide temporary relief, a more comprehensive
approach, including investments in education, infrastructure, and industry diversification, is
needed to create sustainable jobs and reduce income inequality in the long run.

Solutions to Unemployment and Income Inequality in Nigeria
Addressing the impact of unemployment on income inequality in Nigeria requires a
comprehensive and multifaceted approach. The analysis presented in the previous sections
underscores the complex relationship between unemployment, income inequality, and socio-
economic dynamics in Nigeria. Below are strategies aimed at reducing unemployment and
mitigating its negative effects on income inequality in the country.

Promoting Educational and Vocational Reforms

One of the most pressing issues contributing to high unemployment rates in Nigeria is the
mismatch between the skills available in the labor market and those acquired through formal
education. A significant portion of unemployed Nigerians, especially young people, possess
educational qualifications that are not aligned with labor market demands. According to
Adeosun (2018), the educational system in Nigeria does not adequately prepare students for
the realities of the job market, leading to high levels of unemployment, particularly among
graduates. To address this, the Nigerian government should prioritize the following reforms:

a. Curriculum Reform: Revamping the educational curriculum to focus on practical and
employable skills will help bridge the gap between what students learn in schools and
what employers need. Key areas include technical education, vocational training, and
entrepreneurship programs. According to Ogunniyi and Tunde (2017), incorporating
more hands-on, skill-based education in the primary and secondary school systems
can significantly enhance employability.

b. Expansion of Vocational Training Programs: Developing and expanding vocational
training centers will provide alternative pathways for youth who may not wish to
pursue university education. Skills training in sectors such as construction,
agriculture, information technology, and manufacturing would enable the youth to
find jobs in the informal and formal economies. Adefolalu (2018) suggests that youth-
focused vocational training can provide valuable skills and foster self-employment,
reducing both unemployment and income inequality.

By emphasizing skills development and providing accessible vocational training programs,
Nigeria can better equip its labor force to meet the needs of an evolving economy and improve
employment outcomes for its youth.

12 africanscholarpublications@gmail.com
FEBRUARY, 2025



Encouraging Economic Diversification

Nigeria’s economy is heavily dependent on the oil sector, which exposes it to external shocks,
such as fluctuations in global oil prices. The overreliance on oil exports has led to cyclical
unemployment and deepened income inequality, particularly during periods of oil price
volatility. Okunrounmu (2019) argues that the Nigerian economy needs to be diversified into
non-oil sectors such as agriculture, manufacturing, and services to reduce the economy’s
vulnerability to external shocks. This can be achieve through the following:

a. Support for Agricultural Development: Agriculture has historically been a significant
contributor to Nigeria's economy, but its potential remains underutilized. To reduce
unemployment and income inequality, the government should invest in agricultural
infrastructure, technology, and training programs for farmers, especially in rural areas.
Adeosun (2018) suggests that investing in agribusinesses and agricultural value chains
will create jobs and foster economic growth in rural areas, thus addressing regional
disparities in employment and income.

b. Industrialization and Manufacturing: Promoting industrialization through the
establishment of manufacturing hubs in various regions can help create jobs in the
formal sector. Adefolalu (2018) points out that creating industrial zones and providing
incentives for local industries can stimulate job creation in sectors such as textiles,
food processing, and electronics manufacturing. The development of small and
medium-sized enterprises (SMEs) in manufacturing can provide employment
opportunities and reduce reliance on imports.

c. Enhancing the Service Sector: Services such as information technology, finance, and
tourism are rapidly growing sectors that can absorb a significant portion of the labor
force. Encouraging private sector investments and offering training in these areas can
provide jobs, particularly in urban areas, where the demand for services is high.

Economic diversification is essential for creating sustainable, long-term employment
opportunities that are less susceptible to global price fluctuations, and which can help reduce
both unemployment and income inequality.

Targeted Regional Development Policies
Regional disparities in unemployment and income inequality are stark in Nigeria. The northern
regions, particularly the North East and North West, suffer from higher unemployment rates
and lower income levels compared to the southern regions, such as Lagos and the oil-rich
Niger Delta. The high unemployment rate in the north, combined with poor access to education
and infrastructure, exacerbates income inequality. Dixon & McDonnell (2017) emphasize that
regional imbalances in development contribute to persistent inequalities in income
distribution. To address these regional disparities, the government should consider the
following:
a. Targeted Investment in Northern Nigeria: The government should prioritize
investments in education, infrastructure, and job creation programs in northern
Nigeria, which suffers from the highest levels of unemployment. Expanding access to
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quality education, vocational training centers, and entrepreneurial opportunities will
enable the youth in the north to better participate in the labor market.

Promote Regional Infrastructure Development: Enhancing physical infrastructure,
such as roads, electricity, and telecommunications, will improve the ease of doing
business and stimulate local economies in underserved regions. According to
Olaniyan (2016), developing infrastructure in these regions will not only create jobs
but also reduce the income gap between the north and south.

Encouraging Rural Development: Many rural areas in Nigeria remain economically
underdeveloped, with limited access to formal employment opportunities. To combat
rural unemployment and reduce income inequality, the government should provide
support for rural businesses, including agribusinesses and small-scale industries, and
improve access to financial services in these areas.

By targeting regional disparities in unemployment and income inequality, these policies can
help ensure that the benefits of economic growth are more equally distributed across the

country.

Addressing Gender Inequality in the Labor Market

Gender disparities in unemployment and income inequality are particularly pronounced in
Nigeria, where women often face higher unemployment rates than men, along with lower
wages and limited access to higher-paying jobs. Dixon & McDonnell (2017) highlight that
women are disproportionately affected by unemployment and face additional barriers in the

labor market due to societal and cultural norms. To reduce gender inequality and its impact on

income inequality, the following measures should be implemented:

a.

Affirmative Action in Employment: Policies that promote equal employment
opportunities for women in both the public and private sectors can help close the
gender gap in employment. This could include quotas for women in leadership
positions or in sectors with traditionally low female representation, such as
engineering, technology, and manufacturing.

Promoting Women’s Entrepreneurship: Supporting female entrepreneurs can help
reduce gender-based income inequality by creating opportunities for women to enter
the formal economy. The government should provide access to financing, mentoring
programs, and training in entrepreneurship for women, especially in rural areas.
Adeosun (2018) emphasizes the importance of supporting women-owned businesses
to create a more equitable labor market.

Combating Gender-Based Discrimination: Addressing gender-based discrimination in
hiring and pay practices is crucial to ensuring equal economic opportunities for men
and women. This includes the enforcement of laws that prohibit gender-based wage
gaps and discrimination in the workplace.

By implementing gender-sensitive policies and promoting equality in the labor market,
Nigeria can significantly reduce income inequality and foster a more inclusive and sustainable

cconomy.
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Strengthening Social Protection Programs

To mitigate the effects of unemployment and reduce income inequality, the Nigerian
government should strengthen and expand social protection programs. Social safety nets, such
as unemployment benefits, social insurance, and conditional cash transfer programs, are
essential for protecting vulnerable populations from the economic hardships caused by
unemployment. Key recommendations include:

a. Expanding Unemployment Benefits: Establishing a more comprehensive
unemployment insurance system can help provide financial support to individuals
who lose their jobs, allowing them to maintain a basic standard of living and reducing
the immediate impact of unemployment on their income.

b. Conditional Cash Transfers: Programs that provide cash transfers to households,
particularly those in poverty or with unemployed members, can help reduce income
inequality. Olaniyan (2016) suggests that conditional cash transfers tied to education
and employment training programs can promote long-term human capital
development while offering immediate support to struggling families.

Strengthening social protection systems can provide a safety net for those who are unemployed
and ensure that they are not left behind in an economy that is otherwise growing.

Promoting Inclusive Economic Growth

Ultimately, addressing the root causes of unemployment and income inequality in Nigeria
requires a focus on inclusive economic growth. Policies that promote equitable growth, reduce
poverty, and create opportunities for all segments of society are essential for reducing income
inequality. This includes fostering a more inclusive labor market where all citizens, regardless
of gender, age, or region, have access to opportunities for education, employment, and
entrepreneurship.

Conclusion

The relationship between unemployment and income inequality in Nigeria is both complex
and multifaceted. Unemployment has emerged as a significant factor that exacerbates income
inequality in the country, which is characterized by widespread poverty and regional
disparities. This paper has demonstrated that unemployment, particularly youth and gender-
based unemployment, contributes substantially to the widening income gap in Nigeria. The
analysis also highlighted the role of structural and cyclical factors, such as educational
mismatches and oil price fluctuations, in influencing the labor market and income distribution.
Despite Nigeria's potential for economic growth, the unemployment rate remains persistently
high, especially among the youth and women, both of whom face significant barriers in
accessing stable and well-paying employment. The findings indicate that youth unemployment
is not only a function of educational mismatches but also a result of limited access to
vocational training, poor infrastructure, and regional inequalities. Furthermore, the gendered
nature of unemployment and income inequality in Nigeria points to the persistence of
patriarchal norms and discriminatory practices that hinder women's participation in the labor
force and contribute to their lower earnings compared to men.
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A critical examination of the existing policies reveals that the Nigerian government has made
some attempts to address the unemployment issue through various programs, such as the
National Youth Employment Scheme (NYES) and the National Economic Empowerment and
Development Strategy (NEEDS). However, the effectiveness of these initiatives has been
limited due to insufficient funding, inadequate infrastructure, and poor implementation.
Moreover, these policies have often focused on short-term solutions rather than addressing the
root causes of unemployment and income inequality, such as the lack of job-creating sectors,
educational disparities, and regional economic imbalances.

This paper has made several policy recommendations aimed at reducing the impact of
unemployment on income inequality in Nigeria. These include investing in educational
reforms to align curricula with labor market needs, expanding vocational training programs,
promoting economic diversification beyond the oil sector, and addressing regional disparities
by focusing on the northern regions that suffer from the highest unemployment rates.
Additionally, gender equality initiatives, including affirmative action and the promotion of
women’s entrepreneurship, can significantly reduce income inequality by ensuring that
women have equal access to employment opportunities and resources. Strengthening social
protection programs, such as unemployment benefits and conditional cash transfers, will also
provide a safety net for the unemployed, helping them transition back into the labor market
while reducing their vulnerability to income inequality.

The need for inclusive economic growth cannot be overstated. Nigeria's growth trajectory
must be more inclusive to ensure that the benefits of economic development reach all segments
of society, particularly those in rural areas and disadvantaged communities. Policies
promoting job creation in agriculture, manufacturing, and services, as well as investment in
infrastructure, will contribute to a more equitable distribution of income. By focusing on
reducing unemployment and addressing its impact on income inequality, Nigeria can foster a
more inclusive, sustainable, and prosperous economy. Ultimately, tackling unemployment and
income inequality is not only a matter of economic policy but also a question of social justice.
The ability to create jobs and ensure that income is distributed fairly will be essential for
achieving long-term social stability and reducing poverty. While the challenges are significant,
the opportunities for reform are numerous. With the right mix of policies, commitment, and
effective implementation, Nigeria can reduce unemployment, mitigate income inequality, and
achieve a more equitable society for its citizens.
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