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CHIEF EXECUTIVE OFFICERS
COMPENSATION: DOES GENDER
PAY PARITY EXIST

IN THE NIGERIAN CONTEXT?

Abstract

The optimal contract theory posits that an effective compensation plan should be based
on performance. Globally, legislators are concerned about the gender pay gap due to
stereotypes against women in line with congruity theory. Despite the plethora of gen-
der-related studies, empirical evidence on the gender pay gap at the upper-echelon
management level is limited, especially in Africa. Hence, the study examines the effect
of CEO gender on CEO compensation in the Nigerian deposit money banks using
a longitudinal research design. The study employed the ordinary least square (OLS),
fixed effect method, and random effect method to analyze the 144 firm-year observa-
tions collected from the Nigerian Exchange Group (NGX) factbooks and the financial
reports of 12 banks during 2011-2022. The Hausman Test (chi sq = 3.623, P = 0.003)
and Redundant Fixed Effect Test (chi sq = 8.159, P = 0.000) indicated that the appro-
priate method of reporting is the fixed effect method. The association between CEO
gender and CEO compensation (coeff = -8.690 and ¢ = -10.31) is statistically nega-
tively related. The study concluded a gender pay gap in favor of men among Nigerian
Nigerian deposit money banks’ CEOs. These findings align with the congruity theory.
The study recommends a mandatory gender pay parity plan in line with the optimal
contract theory to reduce gender pay inequality.

Keywords gender pay gap, board gender diversity, glass ceiling,
congruity theory, optimal contract theory
JEL Classification G20, G38,]31, ]33

INTRODUCTION

For decades, gender inequalities have taken center stage globally.
Several developed countries and intergovernmental bodies, such as
the United Nations (UN), the African Union (AU), and the European
Union (EU), are concerned about discrimination against women, in-
stituting policies to reduce gender inequality, and Nigeria is not ex-
empted. Despite the concerted efforts, women still face challenges.
Women in the workplace face inequalities in representation and gen-
der pay gap (Melon-Izco & Banuelos Campo, 2024). In line with this
fact, the World Economic Forum (2024) indicated that the gender pay
gap is 68.5% closed and will take 134 years to achieve gender pay pari-
ty. However, studies still show evidence of gender pay parity, especially
in the United States of America (Chen et al., 2022).

In Nigeria, women represent 49.5% of the population (World Bank,
2024) and surpass the global average in terms of female representation
in board chairs, executives, and senior management, especially in the
banking sector (IFC, 2021; SSE, 2021). However, despite the improved
representation of women in boardroom decisions, there is a concern
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about the gender wage gap (Orji & Nwosu, 2024). The study examines whether the Nigerian deposit
money banks (DMBs) have a significant CEO compensation gap despite attaining the highest partici-
pation of women on the board in Nigeria due to the gender policies instituted by the Central Bank of

Nigeria in the sector.

1. LITERATURE REVIEW

The Sustainable Development Goal (SDG) recog-
nizes gender and income inequalities as a social
problem, designing policies through SDGs 5 and
10 to ensure equality by 2030. One of the key in-
dicators of gender inequality is the gender pay gap
(Aavik et al., 2024). The World Economic Forum
(2024) indicated that the global gender wage gap in-
dex is decreasing, but at present,it stands at 68.5%
closed. A shred of evidence on gender-related stud-
ies indicated that males still dominate the board of
directors despite several policies to ensure equality;
the grey area is whether there is a gender pay gap
among the board members (Chen et al., 2022).

The board of directors is at the apex of corporate
governance and is responsible for monitoring and
advisory functions toward the managers, ensur-
ing compliance with corporate policies, and creat-
ing a social network for the organization (Sarhan
et al., 2019). As part of the corporate governance
mechanisms, the board of directors monitors the
appointment and remuneration of the corporate
executives, the organization’s agent, to drive the
firms’ objectives. There is no consensus on execu-
tive compensation plan determinants. Bouteska et
al. (2024a) claim that board composition plays a
significant role in determining executive compen-
sation. Murphy (1999) asserted that the compen-
sation plan is premised on firm-specific character-
istics such as size and performance.

Executive compensation is the reward of the man-
agerial effort, which comprises salary, bonuses,
and stocks, and is expected to increase the CEO’s
performance (Bouteska et al., 2024b). Bouteska et
al. (2024a) explained that the executives are agents
of the firm, and their compensation is premised
on optimal contract theory (OCT) and manageri-
al power theory (MPT). The OCT posited that the
corporate executives’ effort positively influenc-
es firm performance; hence, the executive com-
pensation plan should be based on performance.
Conversely, the managerial power theory refuted
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the claims of the OCT and posited that executive
compensation should be based on managers’ ne-
gotiation power as it is difficult to ascertain the
contribution of the managers to the overall corpo-
rate performance. Similarly, the tournament theo-
ry argued that the appointment and promotion to
the executive position should be competitive with
a considerable pay gap compared to other man-
agement levels (Eriksson, 1999). However, stud-
ies have shown gender stereotypes and unfair as-
sessments of women when using the tournament
competitive mechanism, which is in line with the
congruity theory (Eriksson, 1999). The congru-
ity theory argues that leadership positions are as-
sociated with masculine traits; hence, the female
group is marginalized (Eagly, 2013; Schein et al,,
1996). When the glass ceiling is broken, this cat-
egory is underpaid (Chen et al., 2022).

Globally, legislators and concerned stakeholders
advocated for greater involvement of females based
on the resource dependence theory (Mansour et
al., 2024; Pfeffer & Salancik, 2015; Roessle et al.,
2024). Women significantly influence workplace
decisions when a critical threshold is reached
(Kanter, 1977; Post & Byron, 2015; Tarkovska et al.,
2023). However, there is no consensus as to what
constitutes a critical mass threshold; Kanter (1977)
proposed a threshold of 15%, Torchia et al. (2011)
- three members, and Joecks et al. (2013) - 30% of
a board. Gender diversity, premising on resource
dependence theory, increases the social and busi-
ness networks of the organization and invariably
increases corporate performance (Arora & Aliani,
2024; Mansour et al., 2024; Singhania et al., 2024).
Furthermore, the CEO plays a significant role in
corporate strategy decisions, including execu-
tive compensation. The gender of the CEO plays
a significant role in determining executive com-
pensation (Georgakakis et al., 2022). According
to the social identity theory, when a female CEO
identifies herself into the sex category, there is a
higher likelihood of favoring the ingroup mem-
bers unduly (Tajfel & Turner, 1979). Conversely,
the queen bee posited that when a woman breaks
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the corporate glass ceiling, she adopts a mascu-
line management approach and stereotypes her
ingroup category for self-preservation (Staines et
al., 1974). From the theoretical framework, there
is no consensus on the effect of CEO gender and
compensation.

However, there is limited empirical evidence on
CEOs’ gender pay gap; most of the existing lit-
erature is in the United States of America, and a
large chunk of the empirical evidence showed that
there is gender pay parity (Chen et al., 2022). For
instance, Bugeja et al. (2012) conducted a study
on CEO gender and compensation in the United
States of America using 291 firm-year observations.
The study evidenced a pay parity among US CEOs
irrespective of gender, indicating that women who
have broken the glass ceiling have a similar remu-
neration to their male counterparts. Bertrand and
Hallock (2001) also indicated no gender pay differ-
ence in the United States of America.

Chen et al. (2022) investigated CEO compensation
parity internationally using a cross-country study;
27 countries were selected as samples from 2001 to
2016. The result indicated that the male CEOs re-
ceive a better pay package than their female coun-
terpart, indicating a gender pay gap. Smith et al.
(2011) examined the gender pay gap among the ex-
ecutives of private companies in a family-friendly
work environment in Denmark in 1996-2005. The
top executives included CEOs, Vice Presidents,
and potential top executives. The result showed
that the male executives are still well-remunerated
despite introducing family-friendly schemes com-
pared to their female counterparts.

Hill et al. (2015) examined the influence of CEO
gender on executive compensation in the United
States of America using a longitudinal research
design, selecting 1,678 firms from 1996 to 2005,
resulting in 10,060 observations. The data on vari-
ables of interest were collected from CompStat’s
ExecuComp database, and the result indicated
that female CEOs were positively associated with
executive compensation despite being a minor-
ity group. Gupta et al. (2018) revisited Hill et
al’s (2015) claims that women CEOs have a bet-
ter compensation package than men using a large
sample of 19,170 observations and robust analyti-
cal techniques. The result showed that although
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the female CEO received better remuneration
than the male, the pay gap is an exogenous factor
not determined by gender discrimination; hence,
the result suggested that the gender wage gap in
favor of women could be hasty and insignificant
in the future. Hill et al. (2022) revisited Gupta et
al. (2018) claims and reaflirmed their earlier result
of 2015. The subsisting empirical evidence on the
gender pay gap indicated that the results obtained
by researchers are mixed and inconclusive. The
gender pay gap mixed evidence can be affected by
the country’s regulations on gender and compen-
sation, methodologies, and scope of study, among
others.

The Nigerian population is fairly even distributed;
women constitute 49.5% of the total population
(World Bank, 2024), and the male-to-female ratio
is 0.98 (World Economic Forum, 2024). Globally,
Nigeria is ranked 1st in terms of women’s partici-
pation in the top upper-echelon management in
the area of legislators, senior officials, and man-
agers (World Economic Forum, 2024). There is
a plethora of gender-related studies in Nigeria.
However, there are limited empirical studies on
CEO gender pay in Nigeria. This study investi-
gates the CEO’s gender in compensation in the
Nigerian deposit money bank. The study selected
the Nigeria Deposit Bank as it has the highest par-
ticipation of women on the board due to the gen-
der policy of 30%.

2. METHOD

2.1. Sample and data selection

This study focused on the Nigerian banking sector
from 2011 to 2022. The Central Bank of Nigeria
(CBN) Act on gender equality in the banking sec-
tor justified the industry’s suitability for this study.
For instance, the CBN (2012) stipulates that all the
banks licensed in Nigeria are advised to have at
least 30% female representation at the manage-
ment and board level, and in 2014, the banks oper-
ating in Nigeria were mandated to have a balanced
board in which the marginalized sex category
must have 40% representation. The CBN Act en-
courages women’s representation in the industry,
and there is a need to investigate a possible gender
pay gap in the executive sector. The study select-
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ed all the banks listed on the Nigerian Exchange
Group (NGX) PLC, providing that data on all the
variables of interest from 2011 to 2022 are avail-
able. The 2011 year was chosen as the base year of
the study, as it marks the beginning of the imple-
mentation of the mandatory uniform accounting
year-end of December 31 instituted by the Central
Bank of Nigeria for all the DMBs in Nigeria. The
study chose 2022 as the latter year of the study, as
the uniform accounting year of December 31 and
filling the account with NGX within six months
makes 2024 year-end data unrealistic to be in-
cluded, and most of the 2023 year-end dataset is
not available at the time of the study. Based on
the sample criteria, 12 banks were selected from
the population of 14 banks over 12 years using a
census sampling technique, resulting in 144 firm-
year observations. The data were collected from
the NGX factbooks and the published financial
reports on the banks’ websites. Table 1 explains
sample selection.

Table 1. Selection of samples

Criteria

The population of listed deposit money banks in
Nigeria as of 2022

DMB with incomplete data for the period but
incorporated before 2011

Firm-year observation

144

2.2. Variable definition
and measurement

CEO executive compensation, the study’s de-
pendent variable, was measured using the natu-
ral logarithms of the fixed and variable remu-
neration aggregation, comprising salary, bonus-
es, and stock options (Nagore & Garcia Martin,
2024; Perryman et al., 2016). The study’s prima-
ry variable of interest, the independent variable,
is the gender of the CEO. This study proxies the
gender of the CEO using a dichotomous variable
of one if the CEO’s gender is female and zero
otherwise. The paper postulated a bidirection-
al relationship based on the empirical evidence
and applicable resource-based and agency theo-
ries. Extant literature (Hill et al., 2022; Malladi
& Mean, 2021) indicated that female CEO pay
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packages are indifferent compared to their male
counterpart, while studies indicated that female
CEOs are marginalized in terms of compensa-
tion (Chen et al., 2022; Lee, 2024; Wang et al,,
2019).

This study included bank-specific and board
characteristics as control variables. The bank-
specific variables included the bank size (BS),
capital structure measured by leverage (LEV),
and profitability proxied by return on assets
(ROA). The board characteristics were pertinent
to the determination of CEO executive com-
pensation, such as board diversity, board ten-
ure (BTEN), average age of the board members
(BAGE), and board size (BDS). The board gender
diversity is measured using the critical mass cri-
terion consistent with extant literature (Kanter,
1977; Inneh et al., 2024; Tarkovska et al., 2023)
and accorded one when the critical mass thresh-
old is reached and zero otherwise. The critical
mass metric is considered appropriate as the
30% or a three-female member representation
on the board significantly increases women’s
influence on board-related matters (Dobija et
al., 2022; Post & Byron, 2015; Toukabri & Jilani,
2023). It is argued that board gender diversity
will negatively affect executive compensation as
women will exercise due diligence in the design
of the CEO pay package, which is in line with
extant literature (Ahmed et al., 2021; Benkraiem
et al,, 2017). The study performs the robustness
check using the random effect method.

The study measures bank size as a natural log-
arithm of the total assets in line with related
empirical evidence (Inneh et al., 2024; Usman
et al., 2018) and assumes that more prominent
firms pay better remuneration to CEOs. The
study measured capital structure using the to-
tal debt as a percentage of total assets (Le et al,,
2024; Nagore & Garcia Martin, 2024). The study
proxied performance using the return on assets
(ROA) and postulated that higher-performing
banks are likely to pay better compensation to
the CEO as a reward for their effort, consistent
with optimal contract theory (Hill et al., 2022).
The study measured the average board tenure
by aggregating the tenure of each board mem-
ber divided by the board size. It is assumed that
the average board tenure significantly influenc-
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es executive compensation plans and postulat-
ed that average board tenure negatively affects
executive compensation (Perryman et al., 2016;
Tarkovska et al., 2023). The average board age is
measured as the summation of the ages of the
entire board members scaled down by the board
size (Maoret et al., 2024; Perryman et al., 2016).
The study measured board size using the total
number of members on the board; it is postu-
lated that the large board deliberates better be-
fore arriving at the executive compensation and
expects a negative association between the two
variables (Gupta et al., 2018).

Table 2. Variable definition

Variables (symbol) Definition
CEO Compensation Log of total compensation
(CEOComp) ;=08 P
CEO Gender The dummy variable is one when the
(CEOG) CEO is female and zero otherwise.
Gender Diversit ¢ A dichotomous variable of one when a
¥ i threshold of 30% is attained and zero
(BCM) !
: other
Bank size Natural algorithm of total asset
(BS)
Return on asset Net income deflated by total assets
(ROA) Y
Leverage -
(LEV) Total debt divided by total asset
Board Average Age : Summation of all the board members’
(BAGE) ages scaled by board size
Board Average Tenure : Summation of the tenure of board
(BATEN) members divided by board size
Board size )
(BDS) Number of directors on the board
Growth Change in total assets

2.3. Model specification

The model used in achieving the study’s objective
is stated in Equation 1. The symbols in the model
are defined in Table 2. The study employed a lon-
gitudinal research model to increase the study’s
observations and reduce the multicollinearity and
serial correlation problem. The subscript i in the
model represents the cross-sectional units, the 12
banks, while ¢ is the study’s 12-year period, from
2011 to 2022.

CEOComp,, = p, + BCEOG, + 5,BCM,
+ﬂ3BSit + ﬂ4ROAit + IBSLEI/U + ﬂ6BDSit
+B,BAGE,, + B,BTEN,, + B,Crowth, + &,.

©)
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3. RESULTS

3.1. Descriptive statistics

Table 3 summarizes the descriptive statistics of the
variables employed in the model of the study. The
CEO compensation (CEOCOMP) statistic in Table
3 indicated an average of 12.83, with a standard de-
viation of 0.85. The mean value of the CEOCOMP,
translating to the natural logarithm of the naira,
indicated that the average CEO compensation in
Nigerian banks is ¥ 373,248 million per annum.
The standard deviation value connoted that the
CEOCOMP is less volatile. The CEO gender (CEOG)
has a mean value of 0.12, indicating that, on aver-
age, women constituted 12% of the Nigerian Bank
CEOs. Although men dominate the CEO position in
the Nigerian banking sector, female representation
is significant when compared to the global average;
evidence shows that the global average is six percent
for emerging markets (Equileap, 2024) and seven
percent for developed markets (Equileap, 2024). For
the board gender diversity, measured by the board
critical mass ratio (BCM), Table 3 displayed a mean
of 0.31 and a standard deviation of 0.47. These statis-
tics indicated that 31% of the Nigerian banks meet
the 30% female representation on the bank’s board
as recommended by the CBN, which is relatively
stable 2011-2022 from the standard deviation result.
The result of the critical mass threshold indicated
that the female representation in the Nigerian bank-
ing sector is higher than the global average of 18%
for emerging markets (Equileap, 2024) and 30% for
developed markets (Equileap, 2024).

The bank size (BS) has a mean value of 21.30 with
a maximum and minimum value of 23.43 and
18.67, respectively, as shown in Table 3. The sta-
tistics indicated that the Nigerian banks are in-
significantly different in size, with a standard de-
viation of 0.98, evidencing less dispersion from
the average size. The Nigerian banking industrial
performance (ROA) in 2011-2022 was not en-
couraging, with a mean of 0.01, indicating that
the banks could recoup one percent of their total
assets annually over the period. The minimum
value of -0.01 indicated that some banks even
declared loss during the period; the maximum
value of 0.06 indicated that Nigeria’s most-per-
forming commercial bank only realized six per-
cent of its assets annually during the research pe-
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Table 3. Descriptive statistics

Variables Mean Median Maximum Minimum Std. Dev.
CEOComp ... 1283 1305 1524 085w
0.12 0.00 1.00 0.32
.0 0.00 100 047
2 21.32 2343 098 i
0.01 0.01 0.06 0.02
LBV e D91 0BT 255 0.22.
BDS 13.14 14.00 19.00 3.02
BAAGE . 4894 48.83 56.00 277
BATEN 503 48] 1300 205
GROWTH 0.17 0.16 1.03 0.17

riod. The leverage (LEV), with an average mean
value of 0.97, indicated that 97% of its total assets
are debt-financed, which could be one of the ra-
tionales for the low ROA level.

Furthermore, Table 3 shows pertinent informa-
tion about the board, which are included as control
variables. The board size (BDZ), board average age
(BAAGE), and board average tenure (BATEN) have
a mean value of 13.14, 48.94, and 5.03, respectively;
these statistics connoted that Nigerian banking, on
average, has a board of on average approximately 13
members, with an average age of 49 years and ten-
ure of five years. These characteristics imply that the
Nigerian banking board consists of youth with fair
board experience; hence, there is a likelihood of dy-
namism in board decisions.

3.2. Correlation analysis and variance
inflation factor

Table 4 shows the result of the extent of multicol-
linearity using the Pearson correlation analysis (CA)
and variance inflation factor analysis (VIF). Based
on the result displayed in Table 4, the CA maximum
value is r = 0.52, p < 0.01, which is the pairwise as-
sociation between LEV and CEOG, connoting that
the problem of multicollinearity is less likely as none
of the results of the pairwise regressors exceeds 0.7
(Cohen et al., 2013; Menard, 2010). Furthermore, the
result of the VIF, with the highest value of 1.76, indi-
cated that the regressors in the model are indepen-
dent of each other as the result is less than the thresh-
old of five (Cohen et al., 2013; Menard, 2010). Hence,
the model is devoid of multicollinearity problems.

Table 4. Correlation analysis and variance inflation factor (VIF)

Probability 1 2 3 4 5 6 7 8 9 10 . VIF
CEOC (1) 100 E
om
e o)
-0.22 1.00
CEOG (2)
(0.01) (0.00)
0.00 0.18 1.00
BCM (3)
(0.99) . (0.03) : (0.00)
0.32 -0.34 0.04 1.00 1.47
B (0.00) (0.00) (0.64) (0.00)
0.24 -0.26 -0.06 0.44 1.00
ROA (5)
(0.00) (0.00) (0.47) (0.00) (0.00)
-0.12 0.52 0.27 -0.35 —-0.41 1.00
LEV (6)
(0.16) (0.00) (0.00) (0.00) (0.00) (0.00)
0.31 -0.22 -0.20 0.16 0.11 -0.32 1.00 1.65
BDS (7)
o (0.00) (0.01) (0.02) (0.05) (0.17) (0.00) (0.00) o
-0.11 0.10 0.29 0.13 -0.15 0.25 -0.13 1.00 1.33
BAAGE (8)
(0.17) (0.25) (0.00) (0.13) (0.07) (0.00) (0.12) (0.00)
0.02 -0.21 -0.02 0.14 0.12 -0.10 -0.14 0.24 1.00
BAATEN (9)
(0.83) (0.01) (0.82) (0.09) (0.16) (0.22) (0.09) (0.00) (0.00)
0.04 —0.02 0.07 0.12 0.24 -0.12 0.15 -0.11 —-0.02 1.00 .
GROWTH (10)
(0.64) (0.82) (0.42) (0.17) (0.00) i (0.15) (0.07) (0.20) (0.81) (0.00) :

Note: The numbers in parenthesis are probability values, while the numbers not in parenthesis are correlation coefficients.
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3.3. Regression results

Table 5 displays the estimated output of Equation
1 in columnar form. Columns 1, 2, and 3 are the
estimated output of the pooled regression, fixed
effect method (FEM), and random effect method
(REM) regression. The study performed the unit
root and endogeneity diagnostic test to determine
the level of stationarity of the variables of interest.
The unit root test and endogeneity diagnostic test
result are not shown for brevity, but all the vari-
ables are stationary at level, and there is no visible
endogeneity problem.

3.3.1. Pooled OLS regression

First, the study conducted the pooled regression,
and the results are shown in column one of Table
5. The pooled regression output indicated that
the CEO’s gender (CEOQ) is negatively related to
compensation at a 1% level of significance (coeft =
-9.978, t = —5.544). The result indicated that a unit
increase in female CEOs reduces compensation
by 9.978. Column one of Table 5 indicated that the
board critical mass threshold (BCM) has a negative
association with CEOCOMP at a 1% level of sig-
nificance, as evidenced by statistics (coeff = -0.294,
t = -3.294); the result connoted that for a percent
change in board critical mass threshold changes
the compensation by 29.4%. In addition, the con-
trol variable of bank-specific characteristics, BS
ROA and LEV, are positive and significantly related
to CEOCOMP, while BS and LEV are significant at
a 5% level (coeff = 0.187, t = 2.565; coeff = 1.037, t =
2.661), ROA is significance at 10% (coeft = 9.831, ¢ =
1.918). However, the board-age BAAGE has a nega-
tive association with CEOCOMP (coeff = 9.831, t =
-2.983) at 5% with CEOCOMP.

Furthermore, the adjusted R squared of the pooled
regression shows a value of 0.238, indicating that
the variation in the response variable, CEO com-
pensation, is 23.8% explained by the regressors in
the model, while F statistics of 5.983 at P < 0.05
is an indication that this model is fit. The major
flaw of the OLS regression is the failure to account
for the individual effect; hence the study account-
ed for the individual effect (Mansour et al., 2024;
Inneh et al., 2024) using the REM and FEM re-
gression as this study employed a panel dataset in
achieving the objective.

http://dx.doi.org/10.21511/ppm.22(4).2024.17
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3.3.2. Fixed effect regression

The study performs the Hausman test (chi-square
= 17.031, P < 0.01) and the redundant fixed effect
test (chi-square = 3.616, P < 0.00), indicating that
the appropriate method of analysis is FEM. The
output of the FEM regression is displayed in col-
umn 2 of Table 5. The result affirmed the negative
association between CEOG and CEOCOMP at 1%
(coeff = -8.690, and ¢t = -10.318). Also, column 2
of Table 5 showed that board critical mass (BCM)
and board age (BAAGE) are negatively related to
CEOCOMP (coeff = -0.137 and t = -7.537; coeff =
—-0.039 and t = —-6.257). The result connoted that a
one percent change in BCM and BAAGE reduc-
es compensation by 13.7% and 3.9%, respectively.
Moreover, the other control variables of BS, ROA,
and LEV are positively significant at a 1% level
(coeff = 0.211 and t = 5.289; coeff = 4.368 and ¢
= 5.668; coeft = 0.601 and t = 12.100, respective-
ly). Furthermore, the FEM regression adjusted R
square in column 2 is 0.729, indicating that the
variation in the response variable, CEO compen-
sation, is 72.9% explained by the regressors in the
model, while F statistics of 43.827 at P < 0.05 is an
indication that this model is fit.

3.3.3. Robustness check

The study performed a robustness check using the
REM analysis. The result is presented in column
3 of Table 5. The association between CEOG and
CEOCOMP is negative and significant at a 1% lev-
el (coeff = -7.623 and t = -6.7353), validating the
FEM regression result that there is a gender pay
gap in the CEO compensation in the Nigerian
DMBs. Also, the REM’s adjusted R square is 0.468,
indicating that the model accounted for a 46.8%
variation in CEOs’ compensation. The F statistics
(15.016, P < 0.05) showed that this model is fit.

4. DISCUSSION

The proportion of women on the board in the
Nigerian deposit money banks has increased sig-
nificantly following the CBN 2012 Act on female
representation, leading to numerous evidence on
gender-related studies in Nigeria. However, lim-
ited studies on the effect of CEO gender on CEO
compensation subsist despite concern about gen-
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Table 5. Regression analysis

Pool FEM REM
Column
1 2
L CEOComp CEOComp CEOComp
Coef Coef Coef
Indvar e R B g
"""""""""""""" (T stat)w (Tﬂs“'[‘at) (T"stat) )
—9.978*** —8.690*** —7.623%**
CEOG e R - -
‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ (75:544) (710.318) (76.7353) .
—0.294%** —0.137%** —0.026***
BCM e sy - .
‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ (3294 (-7.537) (73:263)
S 0187** 0211*** O.2§8***
‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ A2:565) (5.289) (5.655) .
9.831* 4.368*** 6.880***
rROA e R Bt B
‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 1918 (5.668) (2:344)
LEV """" 1037*** 0601*** 0771***
‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 2.661) (12.100) (3:378) .
—0.068*** —0.039*** —0.046%*
BAAGE e R - .
‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ (72.983) (76.257) (72:509)
0.010 0.013*** 0.064%**
BATEN e s .
‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ 10:357) (2.:851) (3:299) .
e . 0.087 0.068*** 0.060***
"""""""""""""" "'(‘0.359)““ (17398) (3.'817)
—-0.338 —0.323%** —-0.381
Growth e R it B
"""""""""""""" (=0.996) (=7.228) (-1.604)
co ,TO'4OO,W —O%%Z*** —Q:104
‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘ (71.318) (-8.956) (-0.565)
Rsa_ .. 02866 0.746 0.502
AdjRsq 0238 0.729 0.468
Fstat 5983 43.827 15.016
HausmanTest i Chi-squarei}7.031, p=000)

(Chi-square = 3.616, P = 0.00)

der inequalities; this study contributed by exam-
ining gender compensation parity among CEOs in
the Nigerian deposit money banks. This study is
premised on two conflict theoretical frameworks,
the optimal contract theory and congruity theory.
The optimal contract theory is premised on the
CEO’s performance, regardless of gender differ-
ences, which supports the CEO’s compensation
pay parity, while the congruity compensation sup-
ports the CEO’s gender pay gap.

The paper analyzed the model using the pooled
regression, FEM, and REM. The analysis showed
that the CEO gender is statistically negative and
significantly related to CEO compensation. The
result indicates that female CEOs in the Nigerian
banking sector receive lower compensation than
their male counterparts, evidencing the gender
pay gap. This finding indicated that despite the
legislation that stipulated that the CEO compen-
sation plan should be based on performance, gen-
der stereotypes in favor of men play a significant
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role in the CEO compensation. The CEO gender
pay gap in the Nigerian banking sector could be
attributed to the organizational culture and the
caregiving responsibility of the female CEO (IFC,
2021). The results align with the congruity theory,
which demonstrates that female CEOs experience
compensation stereotypes despite having a signifi-
cant number on the board. This result is consistent
with earlier studies (Chen et al., 2022; Smith et al.,
2011) but mainly contradicted the United States
case (Bertrand & Hallock, 2001; Gupta et al., 2018;
Hill et al., 2022). The difference between this study
and most of the United States CEO parity studies
is due to environmental and institutional settings.

The results showed other variables that are perti-
nent in the determination of CEOs’ compensation.
The board critical mass (BCM) is negatively relat-
ed to CEO compensation, indicating that a diverse
board with significant numbers of women has a
higher likelihood of better deliberation, especially
in determining the CEO compensation plan con-
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sistent with the resource dependence theory. The
result is consistent with earlier evidence (Ahmed
et al.,, 2021; Benkraiem et al., 2017). Furthermore,
the study showed that the bank size is positively
related to CEO compensation; the result aligns
with expectations that large firms should have the
resources to pay higher wages to their managerial
staff, the CEO inclusive. These findings are consis-
tent with prior empirical evidence (Usman et al.,
2018). Moreover, performance (ROA) has a posi-
tive and significant association with CEO com-
pensation, evidencing that performance is still a
significant variable in the determination of CEO
compensation; the result aligns with the optimal
and tournament theories and is consistent with
prior studies (Hill et al., 2022). Moreover, the find-

Problems and Perspectives in Management, Volume 22, Issue 4, 2024

ings show that capital structure, proxy by the to-
tal debt scaled-down total asset, has a positive as-
sociation with compensation, contrary to Le et al.
(2024) and Nagore and Garcia Martin (2024). The
board age (BAAGE) is negatively associated with
CEO compensation, indicating that the older the
board, the better and more constructive the CEO
compensation plan is, and the unwillingness to
pay higher compensation is.

However, the association of CEO gender and
CEO compensation is negative and consistent
using all the estimating regression techniques
of pooled, FEM, and REM regression, which is a
testament to the gender pay gap in the Nigerian
deposit money banks.

CONCLUSION

The study investigated the effect of CEO’s gender on CEO compensation in the Nigerian banking sec-
tor during 2011-2022. CEO compensation was measured using the summation of salaries, stocks, and
bonuses, while CEO gender was measured using a dichotomous variable of one if female and zero oth-
erwise. The board gender diversity was measured using the critical mass threshold of 30% female rep-
resentation. Data were collected on the variables of interest from the Nigerian Exchange Group, and
the banks’ audited report was analyzed using the OLS. A robustness check was performed using the
random effect method.

The result indicated that CEO gender is negatively related to compensation in the Nigerian banking
sector, evidencing the gender wage gap consistent with the congruity theory. Furthermore, the study
indicated that the board’s gender diversity is negatively related to CEO compensation, indicating that
a diverse board judiciously deliberates on the CEO compensation plan in tandem with the resource
dependence theory. The study recommended that the Nigerian government institute a policy that will
reduce the unfair assessment of women in the workplace and ensure compliance with the balance board
policy to improve women’s representation and close the gender wage gap in the industry. This study is
limited to the banking sector; future studies should focus on other sectors of the economy as limited
studies still subsist on the subject matter in Nigeria.
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