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Discrimination against females is one of the most discussed topics in 
economic literature. Discrimination shows itself in different stages of the 
life in various levels from the household to economic sectors. Over the 
past few years, some serious actions have been taken and several 
resolutions were accepted by international organizations and countries. 
However, only a few countries managed to achieve high level of gender 
equality. Using Ordinary Least Squares (OLS) and Blinder-Oaxaca 
decomposition methods author examines household survey dataset for 
case of Azerbaijan, more clearly capital Baku. Baku is the main economic 
center of Azerbaijan and hosting nearly half of population. Research 
findings presents scientific evidence that there is a wage discrimination 
against women in Azerbaijan. Furthermore, it became clear that 
education a�ainment significantly affects gender wage gap and females 
do not face wage discrimination as their education level increases. 
Finally, results show that married females are more discriminated.
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Introduction 

The issue of whether there is a discrimination against females or not, more precisely studying 

the role of gender status in economic activities has been at the interest of many researchers. 

Wage discrimination, which takes place when workers receive less payment based on their sex, 

race and etc. despite of performing same tasks, is one of the main focuses of gender equality 

problem. Gallego-Granados and Geyer (2015) note “gender wage gap is a persistent labor 

market phenomenon”. Average earnings of females is less than males’ receipts in almost all 

occupations (Hegewisch and Ellis, 2014). According to the report of European Commission 

(2013), males earn 16% more than females, in average, while the difference is lower than 10% 

Slovenia, Luxembourg, Malta, Italy, Poland, and Romania and more than 20% in Slovakia, 

Hungary, Germany, Austria, Czech Republic and Estonia. Under Obama administration 

United States also started to take persistent steps regarding this problem.  

Each year several conferences and programs are dedicated to the discrimination against females 

in different spheres of economy and “equal pay” is the most trending topic. We can also come 

across different lawsuit cases against big companies related to wage discrimination. But we 

can realize only active roles of developed countries while this problem still is not so noteworthy 

for developing countries. However, it is still possible to find several insightful investigations 

in this field devoted to developing countries as well. To my best knowledge, the issue is not 

investigated for the case of Azerbaijan which is a resource-rich developing country. Despite 

the fact that several papers have been published regarding to female discrimination, it is im-

possible to find any empirical studies which analyse wage discrimination problem in Azerbaijan. 

After oil boom, Azerbaijan has stepped into new flourishing period of economy accompanied by 

high level of economic growth, employment and of course national wages. Despite high level 

of female participation rate in labor market, Azerbaijan hasn’t recorded any improvements in 

the context of “equal pay” and wage gap between men and women fluctuate around 30-40% 

after 2010. 

This paper investigates whether hourly after-tax wage in Azerbaijan is different due to gender 

status. In other words, existence of wage discrimination against females in Azerbaijan will be 

examined empirically. Here, I will mostly focus to test following hypotheses:  

Hypothesis 1:  In Azerbaijan labor market, there is wage discrimination against females.  

Hypothesis 2:  Education attainment significantly affects gender wage gap.                                               

The gap disappears at higher levels of education.  

Hypothesis 3:  Marital status plays significant role in gender wage gap.                                                 

Married females are more discriminated.  

The data for empirical estimations is a household survey data collected by Khatai Aliyev – a 

researcher in Baku Engineering University. To estimate regression models, I will employ Or-

dinary Least Squares estimation method. I expect to find substantial scientific evidence about 

the characteristics of gender wage gap in Azerbaijan. Moreover, Blinder-Oaxaca decomposition 

method will also be used in order to provide more insightful information. 

1. Literature Review 

There are a lot of empirical studies in the current literature devoted to the investigation of 

wage discrimination against females. In a number of studies, different factors are included to 
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the estimated models to obtain more precise results about the gender wage gap. Factors such 

as education level, marital status, working conditions, age, and job experience appear in 

different empirical studies. Meanwhile, the studies devoted to investigation of gender wage 

discrimination also differentiate experience of developed and developing countries. Below, I 

will review some of those studies. 

Some studies explain the causes of gender wage gap as the discrimination against females in 

the labor market even individual characteristics are also controlled for. For Bangladesh, Ahmed 

and Maitra (2011) have employed Labour Force Survey (LFS) data and decomposition approach 

to study gender wage gap for the period of 1999-2005. It is determined that wage difference 

due to gender is mostly because of discrimination against females. Authors also argue that the 

gap has expanded during the investigation period. In another paper, they have investigated 

the gender wage gap by employing unconditional quantile regression models for the period 

of 2005-2009 (Ahmed and Maitra, 2015). Authors once more reveal that in Bangladesh, there 

is discrimination against woman. In other words, men are paid more than men (Ahmed and 

Maitra, 2015).  

In case of Turkey, following the Oaxaca (1973) method, Akhmedjonov (2012) has examined the 

gender wage gap by using the 2009 Turkish Household Survey of Income and OLS method. 

In this study, gender wage gap estimations are controlled for the type of economic activity, 

employment status, marital status as well as individual’s education. As a result, author reveals 

that the cause of wage differentials between males and females in Turkey’s labor market is 

totally due to existence of labor market discrimination toward females.  

For most occupations in Poland, Majchrowska et al. (2014) show that females earn less than 

males and the gap even expands when individual and job characteristics are taken into con-

sideration. Due to this research outcome, they argue that “lower wages received by females 

cannot be, therefore, justified by lower productivity potential” and this is the evidence of gender 

discrimination issue in the Polish labor market. 

Pauna and Pauna (2016) have examined the factors behind un-adjusted wage differences between 

males and females in Romania at the national and regional level. Authors have concluded that 

the cause of un-adjusted wage gap between females and males is mainly discrimination against 

females (Pauna and Pauna, 2016).  

Using 1987, 1996, and 2004 data on Chinese urban labor market, Chi and Li (2008) reveal that 

wage discrimination against females is wider at the bottom level of wage distribution, which 

is called “sticky floor effect”. However, for developed countries opposite outcome is achieved. 

For Sweden, before, using 1998 data and quantile regression decompositions methodology, 

Albrecht, Bjorklund and Vroman (2003) have revealed “strong glass ceiling effect”. In other 

words, authors find out that gender wage gap increases in Sweden as the wage increase, 

especially in the upper tail even after controlling for gender differences in education, sector, 

occupation, industry and age.  

While studying gender wage gap, it is important to take sample selection issue into conside-

ration (Picchio and Mussida, 2011). For this purpose, Picchio and Mussida (2011) have pro-

posed semi-parametric estimator of densities in the existence of covariates which take into 

account sample selection and applied the new methodology to investigate the gender wage 

gap in case of Italy. As output of new methodology, authors reveal that the gender wage gap 

increases in Italy, particularly at the lower level of wage distribution.  
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Ahmed and McGillivray (2015) have investigated changes in the gender gap in case of Bangladesh 

during the period of 1999-2009. Authors reveal existence of gender discrimination against 

females in Bangladesh. However, the gap has decreased mostly due to improvements in edu-

cational qualifications of females. Like Navarro-Gómez and Rueda-Narvaez (2015), Ahmed 

and McGillivray (2015) also find out that the gap is higher in upper level of salaries.  

For US labor market, Blau and Kahn (2017) employ 1980-2010 Panel Study of Income Dynamics 

microdata to examine gender wage gap which is argued to decline during the investigated 

period. Major individual worker characteristics such as schooling and experience as well as 

occupation, industry and union status are also considered in the study. It is defined that by 

2010, human capital related variables do not play significant role in gender wage gap while the 

role of occupation and industry still remains its significance. It is also revealed that gender pay 

gap decrease has been considerable slower at the top of the wage distribution compared to 

middle of bottom level of the distribution.  

Deshpande, Goel and Khanna (2018) study gender related wage differences for regular salaried 

employees in case of India by employing Employment - Unemployment Surveys data in 1999 

- 2000 and 2009 - 2010. Results obtained from Blinder - Oaxaca and the Machado – Mata - 

Melly decompositions show that the gap is most probably due to just discrimination against 

females as other satisfactory explanation is not found. Authors reveal existence of sticky floor 

effect in India which means that females at the bottom level of wage distribution are more 

discriminated than those at the upper end of the distribution. Note that in Deshpande et al. 

(2018), other factors such as age, education, etc. are also taken into consideration while obtaining 

the evidence for the existence of “sticky floor effect”. Note that I also will employ Blinder –

Oaxaca decomposition method in my thesis to get detailed information. 

In Gomes and de Souza (2016), authors provide the evidence of wage discrimination in Northeast 

Brazil where it is revealed that discrimination is the twice in agriculture and industry sector. 

Wage discrimination between males and females found even in service sector despite of the 

endowment of sectorial employment of females. The lowest discrimination is found in the 

trade sector (Gomes and de Souza, 2016).  

For Taiwan, Chuang, Lin and Chiu (2017) investigated gender wage gap at the inter-industry 

level by using individual level data from the 1978–2013 Manpower Utilization Survey. They 

reveal that gender wage gap is more severe in mining industry compared to financial industry. 

Their calculations show that the wage difference between males and females in the financial 

industry is about 3-20% while the difference is 15-93% in the mining industry. In both industries, 

the conclusion is that there is wage discrimination against females. 

Ismail, Farhadi, and Wye (2017) investigates occupational segregation and wage differences 

between males and females in Malaysia labor market by employing decomposition model for 

household survey data. In the study, authors reveal that major cause of gender wage gap is 

due to occupation differences. Occupation related wage discrimination against females is a 

very important factor which should be taken into consideration in studies examining gender 

wage gaps.  

In Moore (2018), changing occupational careers of female wage earners and gender wage ine-

quality association is estimated by employing Current Population Survey-Merged Outgoing 

Rotation Group data over the period of 1979 to 2015. Major contribution of the study is finding 
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wage convergence between males and females which is explained by the rapid movement 

from low-wage private household work to high-wage managerial occupations overtime in 

US. However, the wage convergence effect decreases after 2007. Occupations significantly 

matter for the gender wage gap.  

In a group of empirical research, gender wage gap issue is analyzed as the cause of individual 

characteristics of females such as marriage, motherhood, childbearing, and education level. 

In most of reviewed studies given above, such individual characteristics are considered as the 

control variables. However, these groups of studies majorly focus on the effects of such factors 

over gender wage gap.  

For example, Bertrand, Goldin and Katz (2010) have investigated career dynamics of graduates 

from a top US business school and determined that at the beginning earnings of males and 

females are almost the same but, the gap increases as the time pass. Major three causes of the 

gap is defined as differences in the level of training before graduation, career interruptions, and 

weekly working hours. Authors argue that last two factors affecting the gender wage gap is 

mostly due to the role of females as the motherhood. Wilde, Batchelder and Ellwood (2010) 

also reveal the role of motherhood or childbearing in the gender wage gap which the cost is 

especially very high for skilled females.  

Juhn and McCue (2017) investigates the role of marriage and parental status in the gender 

wage gap while taking account for age, education as well as some dummy interactions. It is 

defined that marriage and having children significantly matters for gender wage gap.  

As it is clearly observed, gender discrimination issue in the labor market has been very attractive 

for many scholars and the issue is investigated in different cases by employing empirical met-

hods. A lot of techniques are used to clarify the causes behind the wage distinction between 

males and females. All studies have concluded with the evidence of gender discrimination, i.e., 

females are paid less. However, reviews of existing studies indicate that the characteristics of 

male/female earnings difference and factors affecting gender wage gap changes. Those 

factors include the level of wage itself, occupation, sector, education, age, marital status, work 

hours, childbearing or motherhood responsibility as well as gender career preferences and 

bargaining attitudes.  

To sum up, it can be noted that wage discrimination issue was researched from different as-

pects on the case of various countries and this tendency is still continues. To my best knowledge, 

gender wage gap between males and females in Azerbaijan labor market is not totally studied 

probably due to several reasons. First of all, Azerbaijan is a young market economy, regained 

its independence in 1991. Before, the economic structure was centrally planned within former 

Soviet Union in which gender pay gap may not be an important issue to empirically study. 

Additionally, the country is a resource rich one and most part of the researches during past 

years mostly focused on this sector and its impact to others. Furthermore, researches on 

Azerbaijan’s labor market is generally done by local authors and focused on statistical analysis 

of this sector and wage discrimination against females was usually out of interest.  

After taking all above mentioned facts into consideration it can be stated that current study is 

expected to fill the major gap in the gender discrimination literature related to the wage diffe-

rence in Azerbaijan labor market.  

The survey data which used in this thesis have no valuable information about occupation or 

industrial factors as well as career preferences or bargaining abilities. However, there is suffi-
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cient information to estimate gender wage gap due to the role of marital status, education, 

childbearing, work hours, work shifts (working part time or full time) as well as after removing 

all these, pure difference due to just discrimination against females. This is the first attempt 

in this field related to Azerbaijan labor market.  

2. Overview of Anti-Discrimination Laws in the World and in Azerbaijan.  

The history of human rights idea goes to the period after liberal revolutions in Europe. One 

of the main events impacted this process was the French Revolution. As a result of this revolution 

“Declaration of the Rights of Man and the Citizen” was adopted. However ratification of this 

declaration didn’t solve the problems related with discrimination against women. This problem 

shows itself especially in women participation in politics which violated the principles of above 

mentioned declaration (Isa, 2003).  

With the help of socialist and communist movements in several countries of Europe in the second 

half of the XIX century, women managed to get new rights. These rights were included social, 

economic and cultural rights (Charlesworth, 1995). It must be also noted that within this period 

struggle for women rights also strengthen in United States. So that, in 1869 two distinct women 

movements was established in United States, which were National Woman Suffrage Association 

(NWSA) founded by Stanton and Anthony and American Woman Suffrage Association (AWSA) 

founded by Stone (DuBois, 1999).  

By the establishment of United Nations (UN) after the end of World War II new era on women 

rights and anti-discrimination laws started. Fourth charter of UN is about affirmation of basic 

principles, including principles on non-discrimination. (Simma et al., 2002). 

One of the main documents on eliminating discrimination against women named as “Declaration 

on the Elimination of Discrimination against Women” was issued by the General Assembly of 

the UN in 1967. Other articles of this Declaration focus on abolishment of laws and regulations 

discriminating against women, ensure of women with equal terms with men, without any 

discrimination, ensure of women with equal rights with men in civil law, etc. (UN Publications, 

2008).  

Obviously most important document related with elimination of discrimination against women 

is “Elimination of All Forms of Discrimination against Women” (CEDAW) adopted in 1979. 

All of mentioned laws above also aimed to deal with wage discrimination against women. But 

the most important and clear act which address wage discrimination problem is “The Equal 

Pay Act (EPA)”. It came into force in 1963 and forbids pay discrimination based on gender.  

2.1. Struggle against discrimination in Azerbaijan 

After regaining independence by the collapse of Soviet Union in 1991 Azerbaijan started to 

establish legal base for different fields including anti-discrimination. Article 25 of the constitution is 

named as “Right for Equality” states about equality of all people respect to the law and law 

court. Additionally, this article emphasizes that men and women have equal rights and liberties.  

Laws and regulations of Azerbaijan Republic supporting gender equality are not limited with 

Constitution of the Azerbaijan Republic. Azerbaijan Parliament ratified “Convention on Political 

Rights of Women” and Beijing Platform for Action on Elimination of All Forms of Discrimination 

against Women” in 1992 and 1995 respectively. Furthermore, Law of Azerbaijan Republic on 

Gender was adopted in 2006 (Asian Developpment Bank, 2014).  
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Adoption of “Law of Azerbaijan Republic About Providing Gender Equalities” in 2006, October 

10 can be accepted as a start of new era of government support for elimination of discrimination 

against women in Azerbaijan. Remaining articles of the law devoted to basic concepts, for-

biddance of all forms of discrimination on sex, state policy on gender equality, obligations of 

employers for providing equality between men and women in in labor activity, pay equity in 

workplaces and etc.  

Though above mentioned reforms, Azerbaijan still suffers from wage inequality between gen-

ders. It can be explained by several factors, but one of the main reasons is resource abundance. It 

is clear that mining sector is more characteristic for males and this fact generates wage discri-

mination between males and females. Estimations show that women earn approximately 50% 

less compare with men in Azerbaijan. It must be also noted that it was the lowest rate among 

Southern Caucasus and Western CIS countries (Khitarishvili, 2015). 

2.2. Analysis of selected indicators for Azerbaijan 

According to official statistics presented by State Statistical Committee of Azerbaijan Republic 

(SSCAR) total population of Azerbaijan increasing year by year. If total population was 7131,9 

thousand person in 1990, this number was 8032,8 thousand in 2000, 8997,6 thousand in 2010 

and 9810,0 thousand in 2017. This is also true for number of males and females so that number 

of males increased from 3481,7 thousand to 4891,2 thousand between 1990-2017.For females, 

these numbers were 3650,0, and 4918,8 thousand persons respectively. Interesting fact is that, 

share of female in total population decreasing year by year. In 1990 share of females in total 

population was 51,2%, where this number decreased and reached 50,1% in 2017. It can be 

explained by several reasons such as mental issues, selective abortion etc (Lefevre, Hohmann 

and Garenne, 2014).  

According to International Labor Organization (ILO) persons who are hired or self-employed 

are included to employed persons. Persons above 15 and working with labor contracts are 

considered as hired. Additionally, cooperative members, persons working for family enter-

prises and entrepreneurs are accepted as self-employed. Persons who are not employed, but 

looking for a job are accepted as unemployed. Furthermore economically active population 

or labor force is total number of employed and unemployed persons. 

The following figure presents the development of economically active population in total and 

by genders.  

Figure 1. Economically active population 

 
Source: SSCAR 
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From Figure 1 it is seen that size of economically active population in total and by gender 

growing year-by-year. According to statistics it reached to 5012,7 thousand persons in 2016. 

Within 2005-2016 period economically active population by female and male increased and 

became 2439,5 and 25732 thousand persons respectively. It must be also noted that share of 

young females and males is 25-50% which shows the availability of labor resources in Azerbaijan 

also for future years. 

Employment by sector also can reveal the current situation in labor market of the country. In 

case of Azerbaijan statistics on number of employees by economic activity is available for the 

period of 2010-2016 (Including 2005). However, same indicator by gender can be found only 

for 2016. (Data for 2017 is not released yet) 

While analyzing number of employees by economic activity in per cent to total and by sex it is 

easily seen that there is also gender gap in terms of employment in different sectors. These 

differences can be explained by general issues and local conditions. For example, employment 

in fields such as mining, electricity, gas and steam production are more characteristic for men. 

However, women are more employed in sectors such as human health and social work activities, 

art, entertainment and recreation. Statistics on number of employees by sector and gender is 

given in Table 1. 

As it is indicated above sentences, in most part of the sectors men are employeed more than 

women. For example, sectors which demand more physical power such as mining, manufac-

turing, construction are mainly dominated by men. Besides, financial and related sectors are 

also highly occupied by males. Number of men and women employees is almost equal in fields 

such as real estate activities, professional, scientific and technical activities. Finally, women em-

ployees are more than men in sectors such as education, human health and social work activities. 

Table 1: Number of employees by sector and gender 

Economic activity 
Sex distribution, in per cent 

Women Men 

Agriculture, forestry and fishing 20,7 79,3 

Mining 13,3 86,7 

Manufacturing 23,6 76,4 

Electricity, gas and steam production, distribution and supply 11,8 88,2 

Water supply; waste treatment and disposal 32,1 67,9 

Construction 7,2 92,8 

Trade; repair of transport means 24,6 75,4 

Transportation and storage 16,9 83,1 

Accommodation and food service activities 30,5 69,5 

Information and communication 31,1 68,9 

Financial and insurance activities 33,2 66,8 

Real estate activities 42,1 57,9 

Professional, scientific and technical activities 45,8 54,2 

Administrative and support service activities 29,0 71,0 

Public administration and defence; social security 28,7 71,3 

Education 73,3 26,7 

Human health and social work activities 77,0 23,0 

Art, entertainment and recreation 62,5 37,5 

Other service activities 32,5 67,5 

Total 41,3 58,7 

Source: SSCAR 
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The above presented picture is easy to explain. In this mean, statistics on employment by sector 

must not be astonishing. It is seen that, in sectors where there is need for physical power are 

highly dominated by men. However, in fields which are included to service sector share of 

women are more compare with men. 

For better understanding the situation for men and women in labor market it is needed to look 

through monthly wages. Unfortunately, SSCAR provides us with limited data on this topic. 

It is only 2010-2016 time period statistics on percentage difference between men and women’s 

nominal monthly wages is available.  

From the statistics in Figure 2 it becomes clear that percentage difference between men and 

women’s nominal wages increased over the period of 2010-2016. total average monthly nominal 

wages increased in the given period from 331,5 AZN to 499,8 AZN in 2016. Monthly wages 

of males and females also increased and became 629,6 and 316,8 AZN respectively. Another 

fact is that average monthly nominal wage of women was approximately 50% of men’s wage 

in 2016 and gap is increasing through years.  

Figure 2. Difference between nominal wages of males and females 

 
Source: SSCAR 

After taking all facts presented, it becomes clear that there is still wage gap between genders 

in Azerbaijan. It means that, regardless on government policy for reducing inequality between 

men and women, economy still suffers from this problem.  

3. Data and Methodology 

As mentioned above, the study is devoted to empirically analyse the characteristics of gender 

wage gap in Azerbaijan labor market.  

In this section, firstly I will explain the basics of data collection methodology which is done by 

Azerbaijani scholar Khatai Aliyev - the researcher of Baku Engineering University. Later, I will 

explain brief descriptive analyses of the household survey data and model building methodology.  

3.1. Data collection methodology 

During February-April of 2017, a survey of 754 workers is done in Azerbaijan labor market of 

which 448 are males and 306 are females. The survey is restricted to the capital of Azerbaijan 

– Baku city as it is very difficult and costly to collect data from regions of the Republic. How-

ever, it should be noted that Baku is also the major economic center of Azerbaijan Republic 
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with more than 1/3 population of the country. Therefore, sampling error is not considerable 

high to make the research results dubious. Of course, it would be better to increase the sample 

size and collect more data about the labor market participants.  

Survey implementation has been paper-based and employees are asked to answer several 

questions related to their job characteristics, personal qualifications as well as socio-demog-

raphic features. As the major questions, workers have specified their gender (i.e. male or female), 

after-tax nominal salary (in Azerbaijan currency, manat), average weekly working hours, job 

experience (in years), work-shift (i.e. full-time or part-time), highest degree of education (high- 

school, collage, bachelor, master or PhD), marital status (i.e., married, divorced, engaged or 

single) and age (in years). Meanwhile, survey participants also respond to the questions related 

to whether they have any children or not. 

Respondents for the survey have been chosen randomly among employees living and working 

in Baku city.  

3.2. Data analysis 

Below, table 2 tabulates basic descriptive statistics about the above mentioned variables of survey 

participants. Here, it can be easily seen the distribution of research sample among different 

categories depend on gender, work shift, marital status as well as the level of education. 

Table 2: Descriptive statistics of variables 

Variable Mean Maximum Minimum Standard dev. 

Female 0.406 1 0 0.491 

Age 30.49 68 18 9.53 

Work_hour 48.34 91 8 14.12 

Wage 640 10000 50 629.41 

Wage_hourly 14.52 0.91 200 14.89 

Work_exper 7.97 50 0.5 8.48 

Full_time 0.86 1 0 0.34 

Marital status 

Married 0.473 1 0 0.499 

Single 0.469 1 0 0.499 

Engaged 0.048 1 0 0.207 

Divorced 0.015 1 0 0.119 

Education attainment 

High School 0.169 1 0 0.374 

2-year College 0.074 1 0 0.269 

4-year Bachelor 0.421 1 0 0.494 

Master 0.259 1 0 0.438 

PhD 0.072 1 0 0.258 

Motherhood 

No_child 0.570 1 0 0.495 

Source: Author’s own completion 

Therefore, table 2 provides information about that 40.6% of the participants are females and 

59.4% are males. Age of the participants is changing between 18 and 68 while average age is 
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approximately 30. Average weekly working hours demonstrate high range with minimum of 

8 hours (someone works part-time) and 91 hours (reported as 13 hours every day in a week). 

According to the reported data, employees work more 48 hours in average. Note that 

generally, 40 hours per week is considered as normal and more than that level is expected to 

be subject to additional payments. Remembering that part time workers work substantially 

less than normal level mean value of more than 48 hours is very interesting and should be 

investigated by labor unions officials. Note that 86% of total sample participants work full-

time and 14% works part-time. Because, a lot of workers work more than 60 hours in a week 

and the issue whether they receive additional payment due is open to discussion and further 

research. Income range is between 50 and 10000 with 640 manat average value.  

About marital status, it is revealed that of total, 47.3% are married, 46.9% are single, 4.5% are 

engaged, and 1.5% is divorced or widowed. Regarding highest educational degree of 

respondents, it is defined that 16.9% of those have only comprehensive school education and 

did not get any higher degree. 7.8% are college graduates and 42.1% have bachelor degree. 

25.9% of respondents have completed master degree and only 7.2% reported to have PhD. 

Approximately, 57% of respondents have no child.  

Because here major focus is to measure gender discrimination, it is better to overview mean 

difference between males and females about the factors described in the Table 3.  

Table 3 provides very insightful finding as the evidence of gender discrimination against females 

in Azerbaijan labor market. According to the sample statistics and t-test results for males and 

females separately, it is clearly observed that how all variables are distributed for gender cate-

gories. Mean difference between wages is really significantly different and huge gap is found: 

759 − 467.85 = 291.1𝑚𝑎𝑛𝑎𝑡. In other words, one female receives approximately 38% or 291.7 

manat less than a male, in average. Wage_hour also indicates significant difference with mean 

differences of 6 manat.  

Table 3: Description of variables for males and females 

Variables Male Female Mean differences P- values 

Wage 759 467.85 291.1 0.000** 

Wage_hourly 17 11 6 0.000** 

Age 31.35 29.24 2.11 0.003** 

Work_hour 49.28 46.99 2.29 0.029** 

Work_exper 8.73 6.91 1.82 0.004** 

Full_time 0.868 0.851 0.017 0.541 

Married 0.519 0.404 0.115 0.002** 

Single 0.436 0.518 -0.082 0.024** 

Engaged 0.043 0.049 -0.06 0.680 

Divorced 0.004 0.029 -0.025 0.005** 

High School 0.174 0.163 0.11 0.558 

2- year College 0.047 0.124 -0.077 0.000** 

4-year Bachelor 0.436 0.399 0.037 0.337 

Master 0.269 0.245 0.024 0.491 

PhD 0.074 0.068 0.006 0.772 

No child 0.535 0.625 -0.09 0.013** 

Note: ** denote statistical significance at the 5 per cent level 

According to p values, some job-related factors such as work hour, work experience are signi-

ficantly different. However, there is no significant difference between education attainments 

of male and females. To eliminate the effects of these job-related factors, I am planning to add 

them as control variables in my regressions. 
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According to our data, wages of females are mostly less than 500 manat. More precisely, more 

than 60% of female workers receive salary less than 500 manat, and around 30% of female 

workers earn between 500-1000 manat monthly. Only 6% have the salary more than 1000 manat. 

It is worth to note that around 40 % of male workers have salary less that 500 manat. In other 

words, the percentage point difference is approximately 20% which is a substantial distinction. 

The share of males who get salary between 500-1000 manat in total is approximately 37 % and 

number of those males whom wage is more than 1000 manat is 19% of total. 

To make more accurate inference, it is better to provide kernel density graph of males and fe-

males’ hourly earnings. In Figure 3, red line indicates density of males ‘hourly after-tax wage 

while blue line represents their female counterparts.  

Figure 3.  Kernel Density Graph 

 

As we can observe, males’ hourly wage has a very long tail which proves that there are more 

males earning really high wages than females. Though the concentration wage of males and 

females are similar in the low-wage zone, males earn much higher than female in the high-

wage zone, since red line falls on the right side of blue line in the high wage zone. 

To review the data analyses section, the inference is about supporting the research hypothesis 

that there is gender discrimination against females. Gender wage gap is seen to be very large. 

However, there are some limitations which are not taken into consideration during the data 

collection. Firstly, there is no data about job positions. However, as other categories are almost 

equally defined from the random sampling process, I don’t think that job position would change 

the results significantly. 

3.3.  Model building 

3.3.1. Ordinary Least Squared Method 

For empirical estimations, Ordinary Least Squares (OLS) and Oaxaca-Blinder decomposition 

methods will be used for cross sectional dataset.  

The base model for OLS estimations is as the following equation:  

log(
𝑤𝑎𝑔𝑒

𝑤𝑜𝑟𝑘ℎ𝑜𝑢𝑟
)) = γ0 + γ1 ∗ 𝑓𝑒𝑚𝑎𝑙𝑒 + ∑ 𝜑𝑘 ∗ 𝑋𝑘

𝑛
𝑘=1 + 𝑢  (1) 
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Where wage and work_hour represent monthly salary and average weekly working hours of 

each survey participant. Female is the dummy variable equals 1 if the corresponding participant 

is female, otherwise (i.e. if the person is male) is zero. 𝑋𝑘 covers all other control variables ( age, 

work experience, the level of education (bachelor, college master, PhD) and marital status 

(married),no child) as well as quadratic and interaction terms. Note that different model speci-

fications will be defined and estimated to get the Best Linear Unbiased OLS estimators. Especially, 

functional specification of weekly working hours and work experience should be carefully 

determined as someone may theoretically expect parabolic relationship between these variables 

and after-tax wage of the employees. In this formula, γ and φ stand for regression coefficients. 

𝑢is the error term of the regression.  

One way in empirical analyses is direct estimation of the equation (1) by employing OLS. How-

ever, it would be more informative if the equation (1) is estimated step-by-step, i.e., adding new 

regressors may happen at different stages. This can lead to taking the problem of multicolli-

nearity in the models into consideration. For example, it can be easily observed that “age” and 

“work experience” can be highly correlated. Therefore, for better estimation outputs, I suggest 

to estimate firstly mean gender wage difference by including only “female” variable and 

intercept (equation (1a)). At the next stage, other factors related to working conditions will be 

added to the model (equation (1b)). This will allow us to see how job related factors are affecting 

gender wage difference. Note that in equation (1a), there was no additional assumption related 

to working conditions. However, in equation (1b), the model is controlled for job related factors 

and it is assumed working conditions to be the same when the coefficient of female variable is 

interpreted.  

In the 3rd form of model specification (equation (1c)), individual features of the respondents 

(education attainment, marital status, number of children, age) are also included to the model 

specified in the equation (1b), above. Therefore, individual features of respondents are also 

assumed to be the same while interpreting gender wage gap coefficient.  

Note that in equation (1b) and (1c), I hypothesize that marginal return to additional year of 

experience is different and depend on work experience. In this context, it is expected even the 

marginal impact can change its sign from positive to negative. This is logically sensible but 

because it is not my major interest, I will not discuss it broadly. Note that in these models, “high-

school”, “single” and “those who has any child” are the base groups which I mentioned in the 

data definitions clearly.  

With different model specifications, the level of wage discrimination can be studied in a very 

broad context. From this point of view, coefficient of “female” variable in equation (1c) should 

give better result for the level of gender wage gap because more factors are included to the 

model or controlled for in this case. We can identify that what is the major causes of the gender 

discrimination, or wage differences between males and females. 

In equation (1a-1c), it is possible to estimate the ceteris paribus gender wage difference and its 

significance but, there is one major shortcoming. That is about avoiding the possible interaction 

effects of other regressors over the gender wage difference. Hence, it is possible that, for example, 

the ceteris paribus impact of 1 year more work experience is different for males and females. 

The same issue is attributed to other regressors too.  

I also add interaction terms to my model in order to test role of education attainment and 

marital status in wage discrimination. Then model specification could be written as below:  
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log(𝑤𝑎𝑔𝑒/𝑤𝑜𝑟𝑘_ℎ𝑜𝑢𝑟) = μ0 + 𝜇1 ∗ 𝑓𝑒𝑚𝑎𝑙𝑒 + ∑ 𝜑𝑘 ∗ 𝑋𝑘
13
𝑘=1 + 𝑓𝑒𝑚𝑎𝑙𝑒 ∗ 𝜓𝑘 + 𝜖   (2) 

Where 𝜓𝑘 encompasses the interaction terms which will allow us to respond all questions raised 

in the paper.  

Equation (2) is the final model specification in this empirical analysis. To check robustness, 

equation (2) is estimated in two ways. Equation (2b) shows us the results by taking log (wage) 

as a dependent variable and adding Log(workhour) and Log(workhour)2 to the regression. 

Throughout the estimation process and interpretation of results, I will follow a certain guideline 

for achieving better results. For OLS estimations, the models will be tested for the existence of 

heteroscedasticity problem. To detect heteroscedasticity problem, I have applied White test 

with cross terms and for rectification I have used robust standard errors through my estimation. 

Moreover, normality is not a big issue for my case since my data is large enough.  

3.3.2. Blinder – Oaxaca Decomposition Method 

As I mentioned, by adding control variables in my OLS model I can eliminate the effects of 

job-related, martial and educational factors and check the pure discriminatory payment 

based on gender. However, to get more insightful information I will employ Blinder-Oaxaca 

decomposition method. Meanwhile, this method enables me to see to what extent my control 

variables explain wage difference and which portion remains unexplained. Moreover, I can 

observe the individual contribution of each variable to the wage difference. 

With the help of this decomposition method, I will decompose mean differences in log (wage/ 

hour) based on regression models in a counterfactual manner. Meanwhile, this method divides 

the wage differential between two groups into a part that is “explained” by group differences 

in productivity characteristics and “unexplained” part which cannot be accounted for by such 

differences in wage determinants. “Unexplained” part is often used as a measure for discri-

mination as well since it is a portion that arises because one group is more favourably treated 

than the other given the same individual characteristics. The base model for this method contains 

following equations: 

Log(wage/workhour)M = XMiβM + µM  (1) 

Log(wage/workhour)F = XFiβF + µF  (2) 

Equation (1) and Equation (2) show linear regressions for males and females respectively. Χ is 

a vector of explanatory variables, βM and βF are vectors of coefficients and μ is an error term. 

The final equation for Blinder-Oaxaca decomposition will be: 

Mean(Log(wage/workhour)M) – Mean(Log(wage/workhour)F )= 

= bF(mean(XM) – mean(XF)) +mean(XF)(bM-bF)  (3) 

The first part of the last line of Equation (3) is the impact of between-group differences in the 

explanatory variables X, evaluated using the coefficients for males. The second part is the dif-

ferential not explained by these differences in observed characteristics X. 

4. Interpretation of Empirical Results 

In previous section, I outlined the methodologies which will be followed in empirical estimation 

stage. In my OLS model, equation-by-equation, more additional factors are included to the 

model specification and final specification form is represented in equation (2). Therefore, firstly, I 
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will discuss estimation output of equation (1), and later present the results about equation (2) 

in which interaction terms are also added.  

4.1. OLS results without interaction terms 

Below, estimation results of equation (1) are tabulated in Table 4 in next page. Let’s interpret 

major important regression results related to wage discrimination against females in each 

estimated model.  

Table 4: Estimation of Equation (1) by OLS (Without Interaction Terms) 

Variables Equation (1a) Equation (1b) Equation (1c) 

𝑪 2.524*** 

(0.037) 

2.210*** 

(0.082) 

1.565*** 

(0.639) 
𝑭𝒆𝒎𝒂𝒍𝒆 -0.388*** 

(0.056) 

-0.367*** 

(0.056) 

-0.280*** 

(0.048) 
𝑾𝒐𝒓𝒌_𝒆𝒙𝒑𝒆𝒓𝒊 - 0.045*** 

(0.009) 

0.037*** 

(0.011) 

𝑾𝒐𝒓𝒌_𝒆𝒙𝒑𝒆𝒓𝟐
𝒊
 - -0.001*** 

(0.0002) 

-0.0008*** 

(0.0002) 
𝑭𝒖𝒍𝒍_𝒕𝒊𝒎𝒆 - 0.093 

(0.086) 

-0.058 

(0.079) 
𝒍𝒐𝒈(𝒂𝒈𝒆) 

 
- - 0.085 

(0.201) 

2-year College - -  -0.343*** 

(0.120) 

4-year Bachelor - -  0.517*** 

(0.073) 

𝑴𝒂𝒔𝒕𝒆𝒓 - - 0.830*** 

(0.077) 
𝑷𝒉𝑫 - - 0.786*** 

(0.109) 
𝑫𝒊𝒗𝒐𝒓𝒄𝒆𝒅 - - -0.131 

(0.206) 
𝑬𝒏𝒈𝒂𝒈𝒆𝒅 - - 0.013 

(0.122) 
𝑴𝒂𝒓𝒓𝒊𝒆𝒅 - - 0.160* 

(0.083) 
𝑵𝒐_𝒄𝒉𝒊𝒍𝒅 - - -0.086 

(0.082) 

Adjusted R2 0.062 0.103 0.346 

No. of observations 702 702 702 

Note: ***, **, and * denote statistical significance at 1%, 5%, and 10% level, respectively 

In equation (1a), there is only one independent variable – female, which means measuring 

the general difference without controlling for any other factors. In this case, estimated 

coefficient is negative and statistically significant at 1% level of significance. This supports 

the argument about existence of wage discrimination against females. More precisely, it is 

revealed that females earn 38.8 % (-0.388*100%) less than males for worked an hour, in 

average. To get more precise results, job related factors are needed to include.  

In equation (1b), job related factors are also included to the model as control variables and 2nd 

column in Table 4 overviews these estimation results. It is interesting that, adding job related 

factors do not significantly change the coefficient of dummy variable – female compared to 

the estimated form of equation (1a). In absolute value, the coefficient only decreases by 0.021 
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units which is practically insignificant. Here, it is obtained that, everything being equal, 

males receive 36.7% more payment for an hour compared to females in average. This result 

also supports gender discrimination argument in Azerbaijan labor market.  

Note that in estimated form of equation (1b), significant parabolic or U-shaped association is 

found between work experiences and after-tax hourly wages (𝑝. 𝑣𝑎𝑙𝑢𝑒 < 0.01) which is also 

economically interpretable. However, it is revealed that work shift (working full time or part 

time) do not significantly affect hourly wage (𝑝. 𝑣𝑎𝑙𝑢𝑒 > 0.10). To conserve space, I do not 

want to interpret those as they are not in our major focus.  

To get more precise results, estimated model of equation (1c) also covers some other socio-

demographic characteristics of workers such as age, education attainment, marital status, 

and having child or not. When the model is also controlled for the effects of these factors, 

coefficient of female variable changes slightly. Still, the coefficient is negative and statistically 

significant but 0.08 unit lower in absolute value compared to the corresponding coefficient in 

equation (1b). After controlling for education level and other personal characteristics, estimation 

displays that females’ hourly after-tax wage is approximately 28 % less than males while 

assuming everything the same, in average. This is also strong scientific evidence of wage 

discrimination against females.  

In estimated model of equation (1c), other control variables’ coefficients also provide valuable 

information about factors affecting hourly after-tax wage in Azerbaijan labor market. As you 

see, education attainment significantly affects hourly after-tax wage since all education related 

coefficients are statistically significant. (𝑝. 𝑣𝑎𝑙𝑢𝑒 < 0.01). Results indicate that having child or 

not does not play significant determinant role while being married is statistically significant 

at the 10 per cent level.  

To sum up, our OLS results empirically prove that females with same characteristics still are 

paid less than males which is consistent with our first hypothesis.  

4.2. OLS results with interaction terms 

Use of interaction terms in empirical estimations is very useful for many purposes. In one hand, 

it allows to solve functional form misspecification problem if the impact of one independent 

variable over dependent variable is depend on the value of another variable.  

Table 5 presents the results with interaction terms. I start analysing the results in equation (2a) 

in which log(wage/workhour) is used as a dependent variable. After adding interaction terms, 

still we can see that the coefficient of Female is negative and statistically significant at 5% sig-

nificance level which proves the discrimination against females again like our previous results. 

These results help me to investigate the effects of educational attainment and marital status 

which are the questions of my two hypotheses.  

In previous studies, various methods are employed to investigate the relationship between 

wage discrimination and educational attainment of females. Here I use interaction variables 

to address this question. Findings are highly meaningful and have strong practical economic 

values. Here I revealed that wage discrimination disappears as the education attainment of 

females increase. As you see, a collage graduate female receives less salary since the coefficient 

of Female*college is negative and statistically significant. 
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Table 5: Estimation of Equation (2) by OLS (With Interaction Terms) 

Dependent variables: log(wage/workhour) log(wage) 

Variables  Equation (2a) Equation (2b) 

𝑪 1.850*** 

(0.657) 

2.758** 

(1.140) 
𝑭𝒆𝒎𝒂𝒍𝒆 -0.314** 

(0.125) 

-0.277*** 

(0.105) 
𝒍𝒐𝒈(𝒘𝒐𝒓𝒌𝒉𝒐𝒖𝒓)𝒊 - 1.865*** 

(0.578) 
𝒍𝒐𝒈(𝒘𝒐𝒓𝒌𝒉𝒐𝒖𝒓)

𝟐
𝒊
 - -0.255*** 

(0.078) 
𝑾𝒐𝒓𝒌_𝒆𝒙𝒑𝒆𝒓𝒊 0.038*** 

(0.012) 

0.050*** 

(0.011) 

𝑾𝒐𝒓𝒌_𝒆𝒙𝒑𝒆𝒓𝟐
𝒊
 -0.0009*** 

(0.0002) 

-0.001*** 

(0.0002) 
𝑭𝒖𝒍𝒍_𝒕𝒊𝒎𝒆 -0.070 

(0.082) 

0.226*** 

(0.070) 
𝒍𝒐𝒈(𝒂𝒈𝒆) 0.012 

(0.207) 

-0.191 

(0.178) 
𝟐 − 𝒚𝒆𝒂𝒓𝑪𝒐𝒍𝒍𝒆𝒈𝒆 -0.042 

(0.230) 

-0.053 

(0.199) 
𝟒 − 𝒚𝒆𝒂𝒓𝑩𝒂𝒄𝒉𝒆𝒍𝒐𝒓  0.414*** 

(0.094) 

 0.277*** 

(0.078) 
𝑴𝒂𝒔𝒕𝒆𝒓 0.699*** 

(0.101) 

 0.503*** 

( 0.086) 
𝑷𝒉𝑫 0.797*** 

(0.145) 

0.719*** 

(0.133) 
𝑴𝒂𝒓𝒓𝒊𝒆𝒅 0.256** 

(0.102) 

0.283*** 

(0.085) 
𝑬𝒏𝒈𝒂𝒈𝒆𝒅 -0.003 

(0.117) 

0.016 

(0.098) 
𝑫𝒊𝒗𝒐𝒓𝒄𝒆𝒅 `-0.161 

(0.207) 

-0.019 

(0.176) 
𝑵𝒐_𝒄𝒉𝒊𝒍𝒅 -0.108 

(0.084) 

-0.066 

(0.070) 
𝑭𝒆𝒎𝒂𝒍𝒆 ∗ 𝒄𝒐𝒍𝒍𝒆𝒈𝒆 
 

-0.433* 

(0.262) 

-0.508** 

(0.222) 
𝑭𝒆𝒎𝒂𝒍𝒆 ∗ 𝒃𝒂𝒄𝒉𝒆𝒍𝒐𝒓 0.236* 

(0.134) 

0.152 

(0.114) 
𝑭𝒆𝒎𝒂𝒍𝒆 ∗ 𝒎𝒂𝒔𝒕𝒆𝒓 0.308** 

(0.141) 

0.212* 

(0.122) 
𝑭𝒆𝒎𝒂𝒍𝒆 ∗ 𝑷𝒉𝑫 -0.089 

(0.219) 

-0.244 

(0.204) 
𝑭𝒆𝒎𝒂𝒍𝒆 ∗ 𝒎𝒂𝒓𝒓𝒊𝒆𝒅 -0.248** 

(0.098) 

-0.223*** 

(0.085) 

Adjusted R2 0.368 0.426 

No. of observation 702 702 

Note: ***, **, and * denote statistical significance at 1%, 5%, and 10% level, respectively 

However, as the education attainment increases to bachelor and master level, wage discrimi-

nation disappears and marginal return of education to the hourly wage is positive and increasing. 

Coefficients of Female*bachelor and Female*master are positive and statistically significant. Despite 

that the coefficient of Female*PhD is negative and shows discriminatory pattern, it is not statis-

tically significant so that we are unable to interpret the effects of holding PhD degree on wage 

gap.  
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Another major factor which is expected to affect gender wage gap significantly is marital 

status. As expected, the coefficient of 𝐹𝑒𝑚𝑎𝑙𝑒 ∗ 𝑚𝑎𝑟𝑟𝑖𝑒𝑑 is negative and statistically significant. 

It means that marital status significantly affects the gender wage gap. Being married increases 

the size of wage discrimination against females.  

For robustness of empirical results, equation (2b) is included by taking Log(wage)𝑖 as a dependent 

variable. In this case, I add log(work_hour) and log(work_hour)2 as independent variables to the 

model. Equation (2b) also proves the wage discrimination since the coefficient of Female is 

negative and statistically significant at 1 per cent level. 

Although the coefficient of 𝐹𝑒𝑚𝑎𝑙𝑒 ∗ 𝑏𝑎𝑐ℎ𝑒𝑙𝑜𝑟 is not statistically significant, Female*collage and 

Female*master are consistent with equation (2a) with slight changes and significant. Still it would 

be plausible to conclude that wage discrimination disappears at higher level of education 

attainment. 

About the role of marital status, findings are also on the same line with previous equation. The 

coefficient of 𝐹𝑒𝑚𝑎𝑙𝑒 ∗ 𝑚𝑎𝑟𝑟𝑖𝑒𝑑is negative and statistically significant at 1% level of significance 

which is plausible. Married females are less flexible for working conditions in Azerbaijan 

culture and it affects their payment pattern.  

To sum up review of empirical findings, results provide scientific evidence about existence of 

gender wage discrimination in Azerbaijan labor market. And as expected, education attainment 

and marital status affect wage gap. 

4.3. Blinder – Oaxaca decomposition results.  

As I mentioned in data and methodology part, in this section I will present Blinder-Oaxaca 

decomposition results which provide insightful information. Using this method helps us to 

decompose mean values of hourly wages for males and females and see what portion of 

wage gap can be explained by explanatory variables. Unexplained part will be considered as 

wage discrimination based on gender. Moreover, we will see the individual contribution of 

variables to the wage gap.  

Table 6 depicts overall results of Blinder-Oaxaca decomposition. As we see, there is 0.389 or 

38.8% difference between mean values of hourly wages. Say differently, as we proved before, 

females earn 38.8 % less than males. Coefficient of “explained wage gap” is 0.108 and statistically 

significant at 1% level. It implies that around 27% (
0.108

0.388
∗ 100%) of wage gap can be accounted 

for by job characteristics, educational and other socio-demographic factors. Meanwhile, remaining 

73% of wage gap cannot be explained by these factors and the coefficient of “unexplained 

wage gap” is 0.281 and statistically significant at 1% level.  

Surely, it would not be plausible to interpret unexplained differential in wages for the same 

values of explanatory variables as the amount of the difference in wages due only to discrimination. 

This is because other explanatory variables not included in the regression such as job occupation, 

number of children, may also account for wage differences. However, it is still inevitable to 

witness discriminatory hourly payment based on gender after adding more explanatory variables 

since wage gap is so substantial and huge enough. 

Table 7 presents individual contributions of explanatory variables to the wage gap. It is seen 

that the coefficient of work experience is positive and statistically significant at 5 % level. So, 

we can draw a conclusion that wage difference between females and males can be explained 
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by work experience partly. More precisely, around 13% (
0.066−0.052

0.108
∗ 100%) of wage gap can be 

explained by work experience. In Table 3, t-test result also indicates significant work experience 

difference between males and females. 

Table 6: Overall Results of Blinder-Oaxaca Decomposition 

Dependent Variable: Log(wage/workhour) 

Differential Coefficients 

Mean value of log( wage/workhour), males 2.525*** 

(0.037) 

Mean value of log( wage/workhour), females 2.136*** 

(0.043) 

Difference 0.389*** 

(0.056) 

Decomposition 

Explained wage gap 0.108*** 

(0.034) 

Unexplained(discriminatory)wage gap 0.281*** 

(0.048) 

No. of Observations 702 

Note: ***, **, and * denote statistical significance at 1%, 5%, and 10% level, respectively 

The coefficient of 2-year College degree is also statistically significant at the 5% level and 

explains 24 % of wage gap. In our data, majority of college degree holders are females and it 

is known that college degree holders receive less salary in average. And from our previous 

estimation we have already observed that being a college degree holder has a negative marginal 

return to hourly wage of female. Other education-related coefficients are not statistically sig-

nificant and fail to explain gender wage difference. From the t-test in Table 3, we can also deduce 

that except 2-year college degree, there is no significant difference between education attainment 

of males and females. This is why, as a female gets higher degrees, return to hourly wage is 

increasing and positive. 

The coefficient of being married is also statistically significant and contributes 15% to wage 

gap. Hence, our results are logical and consistent with our previous conclusions. None of other 

explanatory variables present statistically significant results. 

Table 7: Detailed Decomposition Results of the Explained Wage Gap 

Dependent Variable: Log(wage/workhour) 

Variables Coefficients Contribution to wage gap 

Work_exper 

 

𝑾𝒐𝒓𝒌_𝒆𝒙𝒑𝒆𝒓𝟐 

0.066** 

(0.031) 

-0.052** 

(0.025) 

 

13% 

 

 
𝑭𝒖𝒍𝒍_𝒕𝒊𝒎𝒆 -0.0006 

(0.001) 

 

𝒍𝒐𝒈(𝒂𝒈𝒆) 0.005 

(0.012) 

 

2-year College  0.025** 

(0.011) 

24% 

4-year Bachelor 0.022 

(0.019) 
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𝑴𝒂𝒔𝒕𝒆𝒓 0.010 

(0.028) 

 

𝑷𝒉𝑫 0.002 

(0.015) 

 

𝑫𝒊𝒗𝒐𝒓𝒄𝒆𝒅 0.003 

(0.004) 

 

𝑬𝒏𝒈𝒂𝒈𝒆𝒅 -0.00008 

(0.0008) 

 

𝑴𝒂𝒓𝒓𝒊𝒆𝒅 0.018* 

(0.011) 

15% 

𝑵𝒐_𝒄𝒉𝒊𝒍𝒅 -0.007 

(0.008) 

 

No. of observations 702  

Note: ***, **, and * denote statistical significance at 1%, 5%, and 10% level, respectively 

To sum up, Blinder-Oaxaca decomposition results also indicate wage discrimination against 

women in Azerbaijan and only 27 % of this discrimination can be interpreted by explanatory 

variables such as education attainment, job-related factors and etc. The remaining 

unexplained part shows that females are discriminated based on their gender while getting 

paid. 

Conclusion 

Gender discrimination is one of the hot debatable issues in contemporary literature. From 

economic point of view, wage discrimination against females has been subject to a lot of 

empirical and theoretical studies. Factors which affects the level of gender wage gap are the 

education attainment, job related factors, marital status, etc.  

This study is devoted to the investigation of gender wage gap in Azerbaijan labor market. 

Azerbaijan is developing country with upper middle income level. To my best knowledge, 

there is not any previous applied research about wage discrimination against females. That is 

why this paper addresses to the investigation of a very important and poor studied issue. 

Therefore, practical contribution of the thesis can be considered as very high.  

According to my previous observations and initial analyses of the dataset, I have defined to 

test three major hypotheses:  

Hypothesis 1: In Azerbaijan labor market, there is wage discrimination against females.  

Estimated form of equation (1a-1c), “female” dummy variable is included to the models. In all 

cases, the coefficient of “female” variable is always negative and statistically significant. Besides, 

Blinder-Oaxaca decomposition method also showed significant wage gap between males and 

females hourly wage. Around 70% of wage difference could not interpreted by explanatory 

variables which prove wage discrimination based on gender. Two models provide scientific 

evidence on the existence of wage discrimination against females in Azerbaijan. Therefore, 

this hypothesis is not rejected.  

Hypothesis 2: Education attainment significantly affects gender wage gap.                                                        

The gap disappears at higher levels of education.  

In the equation (2a), I have included interaction terms which display the impact of education 

attainment over the gender wage gap. As the level of education attainment of females increases, 

wage gap disappears and we see positive and increasing marginal return of education to hourly 
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wages. This result exactly supports the hypothesis 2. As the education level increase, wage 

discrimination against females is not a case. Therefore, education attainment significantly affects 

after tax gender hourly wage difference. The hypothesis is not rejected. 

Hypothesis 3: Marital status plays significant role in gender wage gap.                                                    

Married females are more discriminated.  

In the equation (2a), interaction term with “married” dummy variable is included to the model. 

Its coefficient shows the impact of marital status over gender wage gap which is negative and 

statistically significant. This shows that married females are more discriminated in terms of 

hourly wage compared to others. The hypothesis is not rejected.  

This study is the attempt to measure gender wage gap in Azerbaijan labor market. However, 

there are some shortcomings. The biggest problem is related to data availability. Official 

household survey data is not publicly reported. More precisely, macro data is reported for 

recent years and it is argued that household survey is conducted but never reported. That is 

why I used survey data which is collected by Azerbaijani scholar himself and he has done the 

best to collect representative sample data about Azerbaijan labor market. It would be better 

to have more data or larger sample size.  

Another shortcoming is about the employed survey data. In the survey, job occupation of 

respondents is not asked. As a result, it is impossible to estimate the role of occupational factors 

in gender wage gap. In future surveys, it is recommended to include occupational factors also 

to the survey questions. Surely, besides occupational characteristics, adding more explanatory 

variables may change Oaxaca-Blinder decomposition results and increase “explained wage 

gap” coefficient. However, it would still be impossible to explain wage difference totally by 

adding more characteristics since we have enough strong evidences that females are facing 

unfavourable treatment due to their gender while getting paid. 

Moreover, employed data is restricted to capital city, Baku, which may create biasedness problem. 

But as I mentioned before, Baku is the main economic center of Azerbaijan and home for nearly 

half of the population. 80 per cent of Azerbaijan GDP accounted for Baku and its nearby 

settlements. This is a very striking fact and enough to show the main concentration of labor 

market. So, collecting data from other cities of Azerbaijan would hardly have significant effect 

on our research.  

Furthermore, due to language and technological problem, data covers mainly young generation 

of Azerbaijan. For me this fact also can’t challenge our findings since as I told, nearly half of 

Azerbaijani labor market constitutes of young people. So, to focus on young generation help us 

to make future-oriented investigations and to deduct precise picture of Azerbaijan labor market. 
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