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Abstract 
This study examined the comparative effect of inflation on the purchasing power of old and new 
minimum wages among civil servants in Jigawa State, Nigeria. Persistent inflation has continued to 
erode the real value of wages, thereby reducing workers’ welfare and living standards. Secondary data 
on Consumer Price Index (CPI) from 2019th quarter to 1st quarter of 2026 was adopted and salaries for 
GL01/1, GL07/1, GL12/2 and GL15/1 were utilized for the analysis.  Multiple regression analysis was 
employed to determine the effect of inflation and minimum wage status on purchasing power. The 
findings revealed that inflation (CPI), had a statistically significant negative effect on selected categories 
of real wages (B = -45.2, p < 0.000; B = -75.8, p < 0.000; B = -132.8, p < 0.000; B = -232.5, p < 0.000), 
indicating that increases in consumer prices reduced the purchasing power of salaries. Conversely, 
minimum wage status had a statistically significant positive effect (B = 12,240.4, p < 0.000; B = 
14,677.4, p < 0.001; B = 20437.6, p < 0.006; B = 37,606.7, p < 0.003) demonstrating that the new 
minimum wage improved workers’ real income relative to the old wage regime. The models also 
exhibited strong explanatory power, with coefficients of determination exceeding 75% (79.7%; 82.0%; 
83.9% & 83.2%). The study concludes that new minimum wage offers better purchasing power than 
the old minimum wages. The study recommends periodic minimum wage reviews and effective 
macroeconomic policies aimed at price stability. 
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INTRODUCTION 
Inflation remains one of the most significant macroeconomic challenges affecting workers’ 
welfare, particularly in developing countries such as Nigeria. Inflation reduces the real value 
of income and weakens the purchasing power of households, thereby affecting the standard 
of living of workers. Real wages, which refer to wages adjusted for changes in the general 
price level, are an important measure of economic welfare because they determine the 
quantity of goods and services that workers can afford. According to Blanchard (2017), 
sustained increases in prices without corresponding wage adjustments reduce workers’ real 
consumption capacity and negatively affect welfare. Similarly, Mankiw (2019) explained that 
inflation distorts income distribution and lowers the purchasing power of fixed-income 
earners. When the rate of inflation rises more rapidly than nominal wages, workers experience 
a decline in real income, leading to economic hardship and reduced welfare conditions 
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(Amoo, 2024; Samuelson & Nordhaus, 2010). In the Nigerian public sector, where salary 
adjustments are often infrequent and administratively determined, the impact of inflation is 
more severe because wages do not always respond quickly to changes in market prices. 
 
Civil servants in Jigawa State operate within a structured salary system based on the Grade 
Level (GL) framework. Although the government periodically reviews wages through 
minimum wage reforms, such as the transition from the old national minimum wage to the 
new minimum wage structure, these adjustments may not adequately compensate for rising 
inflationary pressures. Economic theory explains that inflation erodes real wages because of 
nominal wage rigidity, whereby wages adjust slowly to increases in prices (Okeowo et al., 
2024). Keynes (1936) argued that wages are often sticky in the short run due to institutional 
and contractual factors, making workers vulnerable during inflationary periods. In addition, 
persistent inflation in Nigeria, caused by exchange rate instability, fuel price increases, and 
structural economic inefficiencies, has intensified concerns regarding the adequacy of civil 
servants’ salaries (Central Bank of Nigeria, 2023). Consequently, even with increases in 
nominal wages, workers may continue to experience declining purchasing power and 
worsening living conditions. 
 
Several empirical studies have examined the relationship between inflation and workers’ 
welfare in Nigeria. Iheanacho (2017) argued that inflation imposes welfare costs on workers 
through wage erosion, a condition in which rising prices reduce the real value of wages before 
salary adjustments are implemented. The study further explained that delayed wage reviews 
in the public sector expose workers to prolonged periods of reduced purchasing power. 
Similarly, Amoo (2024) observed that inflation in Nigeria has consistently outpaced nominal 
wage growth, resulting in negative real wage growth for many workers. Friedman (1968) also 
emphasized that persistent inflation reduces the efficiency of wage policies because nominal 
wage increases may fail to match changes in the price level. In another study, Todaro and 
Smith (2020) noted that inflation disproportionately affects low-income earners because a 
larger share of their income is spent on essential goods and services. These findings suggest 
that inflation has continued to undermine the effectiveness of wage policies in protecting 
workers’ living standards. 
 
Related studies also indicate that wage reforms in Nigeria are often influenced by political 
and administrative considerations rather than economic realities. As a result, wage reviews 
are usually delayed and may not correspond with prevailing inflationary conditions. Existing 
literature has further shown that inflation affects workers differently depending on salary 
structure and employment grade levels. According to International Labor Organization 
(2022), rising inflation has significantly weakened real wage growth in many developing 
countries, particularly among public sector employees. Higher inflation rates tend to have 
stronger adverse effects on lower-income workers whose earnings are more vulnerable to 
increases in the prices of essential goods and services. Furthermore, World Bank (2023) 
reported that inflation in Sub-Saharan Africa has contributed to declining household welfare 
and increased economic vulnerability among wage earners. Despite the implementation of 
the new minimum wage policy in Nigeria, concerns persist regarding whether the reform has 
significantly improved the real income and purchasing power of civil servants across various 
Grade Levels, particularly in Jigawa State. 
 
Although several studies have investigated the relationship between inflation and wages in 
Nigeria, there is still limited empirical evidence comparing the effects of inflation on the old 
and new minimum wage structures among civil servants in Jigawa State. Most previous 
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studies focused on national-level analysis without considering differences across Grade 
Levels within state civil service systems. In addition, little attention has been given to 
assessing whether the new minimum wage has effectively improved the real income and 
purchasing power of workers under persistent inflationary conditions. Existing studies have 
also largely concentrated on nominal wage adjustments without adequately examining the 
comparative behaviour of real wages before and after minimum wage reforms. Therefore, this 
study intends to fill this gap by providing a comparative analysis of the effect of inflation on 
the real income of civil servants under the old and new minimum wage regimes in Jigawa 
State. 
 
MATERIALS AND METHODS 
 
Materials 
The data used in this research are Quarterly time series data for Nigerian Consumer Price 
Index for all commodities from fourth quarter 2019 to first quarter 2026 and Jigawa state 
monthly salary on Grade Level for GL01/1, GL07/1, GL12/1 and GL15/1 based on old 
minimum wage (thirty thousand naira) and new minimum wage (seventy-thousand-naira) 
the data were collected from Central Bank of Nigeria website and Jigawa State Labor Union 
office. 
 
Methods 
The statistical method adopted in this research was used to examine the comparative effect of 
inflation on the purchasing power of old and new minimum wages among civil servants on 
the grade-level salary scale in Jigawa State. 
 
Real Wages: The term real wages refers to wages that have been adjusted for inflation or 
equivalent in terms of the amount of goods and services that can be bought.  It should be clear 
that salary/wage earners are not bothered by what to get as salary/wage, they are concerned 
with their real wages. 
Real wage index or income index number by (Fisher, 1922) can be calculated as: 

𝑅𝑒𝑎𝑙 𝑤𝑎𝑔𝑒 =
𝑀𝑜𝑛𝑒𝑦 𝑤𝑎𝑔𝑒𝑠/𝑠𝑎𝑙𝑎𝑟𝑦

𝐶𝑜𝑛𝑠𝑢𝑚𝑒𝑟 𝑃𝑟𝑖𝑐𝑒 𝐼𝑛𝑑𝑒𝑥
   x 100                                                                   (1)   

 
Deflating index number: - deflating index number is one of the most important and useful 
applications of price indices used to adjust the value of naira notes for changes in prices of 
goods and services. Deflating means to adjust the value which has inflated. It makes allowance 
for the effect of change in prices. When prices rise the purchasing power of money will decline. 
If the income of people remains constant and the price doubles, the purchasing power of 
money income becomes half. Generally, the purchasing power of money is inversely 
proportional to the price index. Symbolically,  

𝑝𝑢𝑟𝑐ℎ𝑎𝑠𝑖𝑛𝑔 𝑝𝑜𝑤𝑒𝑟 𝑜𝑓 𝑚𝑜𝑛𝑒𝑦 =
1

𝑃𝑟𝑖𝑐𝑒 𝑖𝑛𝑑𝑒𝑥
                                                              (2) 

 
Consumer Price Index:- A consumer price index is a cost-of-living index or price of living 
index is an index number that tells the consumer of a particular class of people have to pay to 
get a basket of goods and services at a particular period in comparison to what they paid for 
this basket of goods in the base year. Symbolically: 

𝐶𝑜𝑛𝑠𝑢𝑚𝑒𝑟 𝑃𝑟𝑖𝑐𝑒 𝐼𝑛𝑑𝑒𝑥 =
∑ 𝑃1𝑞0

∑ 𝑃0𝑞0
× 100                                                                  (3) 

Where, 𝑃1  is the current year’s price of the goods, 𝑃0  is the base year’s price of the goods and 
𝑞0  is the base year’s quantity of the goods. 
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Multiple Regression 
Multiple regression analysis is a statistical technique used to examine the relationship 
between one dependent variable and two or more independent variables simultaneously. It is 
widely applied in studies because it allows researchers to determine the individual and 
combined effects of predictors on an outcome variable while controlling for other variables in 
the model. 
The general form of the multiple regression model is: 
𝑌 = 𝛽0 + 𝛽1𝑋1 + 𝛽2𝑋2 + ⋯ + 𝛽𝑘𝑋𝑘 + 𝜀                                                                           (4) 
Where, 𝑌 is dependent variable, 𝛽0 is intercept, 𝛽1, 𝛽2, . . . , 𝛽𝑘 is regression coefficients 
𝑋1, 𝑋2, . . . , 𝑋𝑘 is independent variables and 𝜀 is error term  
In this study, multiple regression can be employed to assess how selected explanatory 
variables influence the dependent variable.  
 
The parameters are commonly estimated using the Ordinary Least Squares (OLS) method, 
which minimizes the sum of squared residuals. The significance of the overall model is tested 
using the F-statistic, while the significance of each independent variable is evaluated using 
the t-test. The coefficient of determination (𝑅2) and adjusted 𝑅2are used to measure the 
explanatory power of the model. 
 
Multiple regression is appropriate when the objective is to predict outcomes and quantify the 
effect of several factors on a single response variable. Results are usually presented using 
regression coefficients, standard errors, t-values and p-values. 
 
Results and Discussion 
The salary for the selected grade level is shown in Table 1 for both new and old minimum 
wages. 
 
Table 1: Old and Minimum Wages figures for some selected grade levels ( Jigawa state NLC) 

Min. Wages status Some selected salary grade levels 

GL01/01 GL07/01 GL12/01 GL15/01 

Old Minimum Wage (30000) 
New Minimum Wage (70000)  

₦30,000.0 
₦70,000.0 

₦50,356.0 
₦81,665.2 

₦92,695.0 
₦114,786.6 

₦154,423.0 
₦205,188.6 

 

Real Wages Results 
In this section the Real wages were computed under the old and new minimum wage regimes 
using equation I, for Jigawa state civil servant on grade level 01/01, GL 07/01, GL12/01 and 
GL 15/01 and were shown in Table 2.  
 

Table 2: The Real Wages for the four selected Grade Levels 
YEAR   CPI                                        Real Wages 

GL 01/1 GL 07/1 GL 12/1 GL 15/1 

 2019 Q4 100 ₦30000.0 ₦50356.0 ₦92695.0 ₦154423.0 

2020 Q1     107.8 ₦27823.3 ₦46712.4 ₦85987.9 ₦143249.5 

         Q2  118.6 ₦25295.1 ₦42458.7 ₦78157.2 ₦130204.9 

         Q3 132.1 ₦22710.1 ₦38119.6 ₦70170.3 ₦116898.6 

         Q4 148.5 ₦20201.0 ₦33909.8 ₦56144.8 ₦103988.6 

2021 Q1 165.1 ₦18170.8 ₦30500.3 ₦56144.8 ₦93533.0 

         Q2 176.6 ₦16987.5 ₦28514.2 ₦52488.7 ₦87442.0 

         Q3 188.6 ₦15906.7 ₦26699.9 ₦49149.0 ₦81878.6 

         Q4 204.1 ₦14698.7 ₦24672.2 ₦45416.5 ₦75660.5 

2022 Q1 224.1 ₦13386.9 ₦22390.4 ₦41363.2 ₦68908.1 

          Q2 248.0 ₦12096.8 ₦20304.8 ₦37377.0 ₦62267.3 

          Q3 270.9 ₦11094.2 ₦18588.4 ₦34217.4 ₦57003.7 
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          Q4 292.0 ₦10274.0 ₦17245.2 ₦31744.9 ₦52884.6 

2023 Q1 319.0 ₦9404.  ₦15785.6 ₦29058.0 ₦48408.5 

         Q2 351.0 ₦8547.0 ₦14346.4 ₦26408.8 ₦43995.2 

         Q3 397.9 ₦7539.6 ₦12655.4 ₦23269.1 ₦38809.5 

         Q4 435.7 ₦6885  ₦11557.5 ₦21275.0 ₦35442.5 

2024  Q1 493.9 ₦6074.  ₦10195.6 ₦18768.0 ₦31266.0 

           Q2 5 42.3 ₦5532  ₦9285.6 ₦17092.9 ₦28475.6 

           Q3 590.7 ₦5078.  ₦8524.8 ₦15692.4 ₦26142.4 

            Q4 599.0 ₦11686.1 ₦13630.2 ₦19163.0 ₦34255.2 

2025   Q1 602.4 ₦11620.2 ₦13553.3 ₦19054.8 ₦34061.9 

           Q2 608.5 ₦11503.7 ₦13417.4 ₦18863.8 ₦33720.4 

           Q3 612.8 ₦11423.0 ₦13323.3 ₦18731.4 ₦33483.8 

           Q4 616.3 ₦11358.1 ₦13247.6 ₦18625.0 ₦33293.6 

2026    Q1 627.8 ₦11150.0 ₦13004.9 ₦18283.9 ₦32683.8 

 
The results show a steady increase in CPI from 100 in 2019 Q4 to 627.8 in 2026 Q1, indicating 
persistent inflation during the study period. As prices increased, the real wages of all selected 
grade levels (GL 01/1, GL 07/1, GL 12/1, and GL 15/1) declined significantly, reflecting a 
loss in purchasing power. The lowest real wages were recorded in 2024 Q3 under the old 
minimum wage structure. However, the introduction of the new minimum wage in 2024 Q4 
caused a temporary rise in real wages across all grade levels. Despite this improvement, real 
wages began to fall again afterward due to continued inflation. Overall, the findings suggest 
that inflation severely weakened workers’ welfare, and wage increases alone may not provide 
lasting benefits without effective price stability measures. 
 
Results for Multiple Regression 
Multiple regression analysis was employed to determine the effect of inflation and 
minimum wage status on purchasing power for the four selected grade levels. 
 
Table 3: Results for Real Wage 01 Model Regression Analysis 

Predictor    B Stand. Error Beta t-value P-value VIF 

Constant 
CPI 
Min. wage status 

14583.3 
-45.2 
12240.4 

1945.0 
4.863 
2203.5 

 
-1.3 
0.7 

7.49 
-9.28 
5.55 

0.000 
0.000 
0.000 

 
2.22 
2.22 

 

R2 =79.7%Adjusted R2 = 77.9%, F = 43.03, Durbin Watson = 2.25  

 
Table 3 presents the multiple regression results for the determinants of Real Wage 01. The 
overall model was statistically significant, F = 43.03, p < 0.001, indicating that the predictors 
jointly explained a substantial proportion of the variation in Real Wage 01. The model 
accounted for 79.7% of the total variance (R² = 0.797), while the adjusted R² = 0.779 suggests 
strong explanatory power after adjusting for the number of predictors. The Durbin–Watson 
statistic of 2.25 indicates no serious autocorrelation problem in the residuals. 
 
Regarding individual predictors, Consumer Price Index (CPI) had a statistically significant 
negative effect on Real Wage 01 (B = -45.2, p < 0.001). This implies that a one-unit increase in 
CPI was associated with a decrease of 45.2 units in Real Wage 01, holding other factors 
constant. The negative relationship suggests that rising inflation erodes real wage value. 
 
Similarly, Minimum Wage Status had a positive and statistically significant effect on Real 
Wage 01 (B = 12,240.4, p < 0.001). This indicates that moving from the reference wage category 
to the new minimum wage category increased Real Wage 01 by approximately 12,240.4 units, 
controlling for CPI. The positive coefficient reflects the beneficial impact of wage policy 
adjustments on workers’ purchasing power. 
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Table 4: Results for Real Wage 07 Regression Analysis 
Predictor    B Stand. Error Beta t-value P-value VIF 

Constant 
CPI 
Min. wage status 

30337.4 
-75.8 
14677.4 

3269.7 
8.2 
3704.3 

 
-1.22 
0.52 

9.28 
-9.27 
3.96 

0.000 
0.000 
0.001 

 
2.22 
2.22 

 

R2 = 82.0%, Adjusted R2 = 80.4%,F = 52.33, Durbin Watson =3.25 

 
Table 4 presents the multiple regression estimates for the determinants of Real Wage 07. The 
overall regression model was statistically significant (F = 52.33, p < 0.001), indicating that the 
explanatory variables jointly accounted for a substantial share of the variation in Real Wage 
07. The model explained 82.0% of the total variance (R² = 0.820), while the adjusted coefficient 
of determination (Adjusted R² = 0.804) further confirms the strong explanatory capacity of the 
model after adjusting for the number of predictors. In addition, the Durbin–Watson statistic 
of 3.25 suggests the absence of serious autocorrelation in the residuals. 
 
With respect to the individual predictors, the Consumer Price Index (CPI) exerted a 
statistically significant negative effect on Real Wage 07 (B = -75.8, p < 0.001). This implies that 
a one-unit increase in CPI was associated with a reduction of 75.8 units in Real Wage 07, 
holding other variables constant. The inverse relationship indicates that rising inflation 
diminishes the real purchasing power of wages. 
 
Similarly, Minimum Wage Status had a positive and statistically significant effect on Real 
Wage 07 (B = 14,677.4, p < 0.001). This suggests that movement from the reference wage 
category to the revised minimum wage category increased Real Wage 07 by approximately 
14,677.4 units, controlling for CPI. The positive coefficient underscores the beneficial effect of 
wage policy adjustments on workers’ real income. 
 
Table 5: Results for Real Wage 12 Regression Analysis 

Predictor    B Stand. Error Beta t-value P-value VIF 

Constant 
CPI 
Min. wage status 

62488.7 
-132.8 
20437.6 

6020.0 
15.1 
6820.1 

 
-1.16 
0.37 

10,38 
-9.28 
3.00 

0.000 
0.000 
0.006 

 
2.22 
2.22 

 

R2 = 83.9%,Adjusted R2 = 82.5%, F =59.80, Durbin Watson = 3.26 

 
For Real Wage 12, the regression model was also statistically significant (F = 59.80, p < 0.001), 
demonstrating that the predictors jointly explained a considerable proportion of the variation 
in the dependent variable. The model accounted for 83.9% of the total variance (R² = 0.839), 
with an adjusted R² of 0.825, indicating strong explanatory performance. The Durbin–Watson 
statistic of 3.26 likewise indicates no serious autocorrelation concerns. 
 
At the predictor level, CPI had a statistically significant negative influence on Real Wage 12 
(B = -132.8, p < 0.001), implying that a one-unit rise in CPI reduced Real Wage 12 by 132.8 
units, ceteris paribus. This finding further supports the conclusion that inflation erodes real 
wage value. 
 
Minimum Wage Status exhibited a positive and statistically significant effect on Real Wage 12 
(B = 20,437.6, p = 0.006). This indicates that a shift from the baseline wage category to the 
revised minimum wage category increased Real Wage 12 by approximately 20,437.6 units, 
after controlling for CPI. 
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Table 6: Results for Real Wage 15 Regression Analysis 
Predictor    B Stand. Error Beta t-value P-value VIF 

Constant 
CPI 
Min. wage status 

100452. 
-232.5 
37606.7 

10022.0 
25.1 
11354.0 

 
-1.2 
0.4 

10.0 
-9.3 
3.3 

0.000 
0.000 
0.003 

 
2.22 
2.22 

 

R2 = 83.2%,  Adjusted R2 =81.8%, . F =57.1,  Durbin Watson = 4.26 

 
For Real Wage 15, the model remained statistically significant (F = 57.10, p < 0.001), suggesting 
that the explanatory variables jointly accounted for a substantial proportion of wage variation. 
The model explained 83.2% of the total variance (R² = 0.832), while the adjusted R² of 0.818 
confirms its robustness. The Durbin–Watson statistic of 4.26 indicates no serious residual 
autocorrelation. 
 
Regarding the explanatory variables, CPI had a statistically significant negative effect on Real 
Wage 15 (B = -232.5, p < 0.001). Specifically, a one-unit increase in CPI was associated with a 
decline of 232.5 units in Real Wage 15, holding other variables constant. This reinforces the 
adverse impact of inflation on workers’ purchasing power. 
 
Likewise, Minimum Wage Status had a positive and statistically significant influence on Real 
Wage 15 (B = 37,606.7, p = 0.003). This suggests that transitioning from the reference wage 
category to the revised minimum wage category increased Real Wage 15 by approximately 
37,606.7 units, controlling for CPI. 
 
Furthermore, the Variance Inflation Factor (VIF = 2.22) for both predictors indicates no 
evidence of multicollinearity, as the values are well below the conventional threshold of 10. 
Overall, the findings demonstrate that inflation significantly reduces real wages, whereas 
changes in minimum wage status significantly improve real wages. This suggests that 
although wage revisions provide income gains, persistent increases in CPI may offset part of 
these benefits. 
 
DISCUSSION OF RESULTS 
The results in Table 3, 4, 5 & 6 reveal that inflation, as measured by the Consumer Price Index 
(CPI), had a statistically significant negative effect on all categories of real wages examined 
(Real Wage 07, Real Wage 12, and Real Wage 15), while minimum wage adjustments exerted 
a statistically significant positive effect. These findings provide strong empirical evidence that 
inflation remains a major constraint to workers’ purchasing power, whereas wage policy 
reforms can improve real income, although often only partially. 
 
The negative relationship between CPI and real wages is consistent with earlier empirical 
studies in Nigeria. For instance, Iheanacho (2017) established a long-run relationship between 
real wages, inflation, and labor productivity, emphasizing that inflation is a key determinant 
of wage outcomes in Nigeria. The present study reinforces this conclusion by showing that 
increases in CPI significantly reduce the real value of wages across all salary levels. This 
implies that as consumer prices rise, workers are able to purchase fewer goods and services 
with the same nominal income, thereby lowering living standards. 
 
The findings in this research are also in agreement with Okeowo et al. (2024), who reported 
that inflation substantially erodes employee compensation, particularly through increases in 
food prices and general consumer prices. This is especially relevant to civil servants, whose 
earnings are relatively fixed and are not frequently adjusted in line with market realities. The 
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current study’s evidence that CPI had a significant negative effect on real wages supports the 
argument that salaried workers in Nigeria are highly vulnerable to inflationary shocks. 
 
Similarly, the findings corroborate Okeowo et al. (2023), who observed that persistent inflation 
in Nigeria has reduced purchasing power and worsened poverty and inequality. The present 
study demonstrates that even where nominal wages are adjusted upward through minimum 
wage reforms, inflation continues to exert downward pressure on real earnings. This suggests 
that wage increases without effective inflation control may generate only temporary welfare 
improvements. 
 
The positive and statistically significant effect of Minimum Wage Status shown in Table 3, 4, 
5 & 6 is also noteworthy. This indicates that wage policy adjustments improve workers’ real 
income and provide some protection against rising living costs. This result aligns with Amoo 
(2024), who found that wage increases and inflation are interrelated, although wage 
adjustments often lag behind inflationary shocks. The implication is that while minimum 
wage revisions are beneficial, delays in implementation may reduce their effectiveness, 
allowing inflation to erode much of the intended gain before workers receive the adjustment. 
Furthermore, the stronger positive coefficients of minimum wage reforms across higher wage 
categories suggest that wage revisions may generate broader spillover benefits within the 
salary structure. However, the simultaneous negative CPI coefficients indicate that these 
benefits are constrained by sustained inflationary pressures. This finding supports Mani et al. 
(2025), who argued that periodic salary increases in Nigeria’s public sector have not been 
sufficient to meet workers’ financial needs because inflation offsets much of the nominal gains. 
The findings also reflect broader macroeconomic realities in Nigeria. Okeowo et al. (2023) 
attributed inflation largely to exchange rate volatility, food supply shocks, and structural 
inefficiencies. Since civil servants’ wages are relatively rigid, they bear a disproportionate 
burden of these price increases. Likewise, Korgbeelo (2025) identified stagflation Ary 
conditions in Nigeria, where persistent inflation coexists with weak economic growth. Under 
such conditions, wage increases alone may not sustainably improve welfare, because weak 
productivity growth and high prices continue to suppress real incomes. 
 
In addition, the present results are consistent with Olujobi and Abu (2024), who found that 
price instability significantly affects economic outcomes in Nigeria. By demonstrating that CPI 
significantly reduces real wages, this study highlights the importance of macroeconomic 
stability for labor welfare. Inflation management is therefore not only a monetary policy 
concern but also a labor market and social welfare issue. 
 
Overall, the findings suggest that minimum wage increases remain an important policy tool 
for improving workers’ welfare, but their success depends heavily on the broader inflation 
environment. Without effective price stabilization measures, regular wage adjustments may 
provide only short-term relief, as inflation gradually erodes the real benefits of higher nominal 
earnings. Consequently, a coordinated policy framework that combines wage reforms with 
inflation control, productivity enhancement, and structural economic reforms is essential for 
sustaining workers’ purchasing power in Nigeria. 
 
CONCLUSION 
The findings of this study demonstrate that inflation and minimum wage policy are 
significant determinants of real wages across all wage categories examined (Real Wage 07, 
Real Wage 12, and Real Wage 15). The regression models consistently showed strong 
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explanatory power, with coefficients of determination exceeding 80%, indicating that the 
selected predictors explained a substantial proportion of variations in real wages. 
 
A key result is the statistically significant negative effect of the Consumer Price Index (CPI) 
on all real wage categories. This confirms that increases in inflation substantially reduce the 
purchasing power of workers’ earnings, thereby weakening the real value of nominal wage 
adjustments over time. The magnitude of this negative effect was more pronounced in higher 
wage categories, suggesting that inflationary pressures have broad and persistent 
consequences across income levels. 
 
Conversely, Minimum Wage Status exerted a positive and statistically significant influence 
on all real wage categories. This indicates that upward revisions in the minimum wage 
improve workers’ real income and partially offset the adverse effects of inflation. However, 
despite these positive gains, the continued negative impact of CPI suggests that wage 
increases alone may not be sufficient to sustain workers’ welfare under persistent inflationary 
conditions. 
 
Overall, the study concludes that while minimum wage adjustments are beneficial, their 
effectiveness depends largely on the prevailing inflation environment. Without 
complementary macroeconomic measures to stabilize prices, the real benefits of wage reforms 
may erode over time. 
Based on the findings, the following recommendations are proposed: 

1. Periodic Review of Minimum Wage: Governments should institutionalize regular 
reviews of minimum wages to ensure that wage levels reflect current inflationary 
trends and cost-of-living realities.  

2. Inflation Indexation of Wages: Wage policies should incorporate inflation-adjustment 
mechanisms so that workers’ earnings automatically maintain purchasing power 
during periods of rising prices.  

3. Macroeconomic Price Stability: Policymakers should implement sound fiscal and 
monetary policies aimed at controlling inflation, since price instability directly 
undermines real wages.  

4. Targeted Worker Support Measures: In addition to wage increases, governments may 
introduce transport subsidies, housing assistance, food support programs, or tax relief 
to cushion workers against inflationary pressures.  

5. Productivity-Linked Wage Reforms: Future wage increases should be aligned with 
labor productivity growth to ensure sustainability and minimize distortions in labor 
markets.  

6. Further Research: Subsequent studies should incorporate additional determinants of 
real wages, such as taxation, unemployment, labor productivity, and regional cost-of-
living differences, to provide a more comprehensive understanding of wage 
dynamics.  
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