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Preface Gender pay gaps represent one of today’s greatest social injustices, and I am glad to see that eradicating this injustice has taken on signiﬁcant momentum in recent times. Central to this effort is Sustainable Development Goal (SDG) target 8.5 which calls, among other things, for equal pay for work of equal value within the framework of the United Nations 2030 Agenda for Sustainable Development. To reinforce the achievement of SDG target 8.5, the ILO, together with UN Women and the OECD, established the Equal Pay International Coalition (EPIC), an initiative to accelerate the closing of the gender pay gap across the world. The success of our efforts is crucial because inequalities within and among countries, including wage inequality, continue to be a signiﬁcant obstacle to achieving a better and more sustainable future for all. This year’s ILO Global Wage Report – the sixth of its series – therefore provides a detailed examination of gender pay inequalities so as to better understand the gender pay gap as a form of unacceptable inequality in the world of work. The report further continues the tradition of previous editions by providing comparative data and information on recent global and regional wage trends. It shows that global wage growth in 2017 was not only lower than in 2016, but fell to its lowest growth rate since 2008, remaining far below the levels observed before the global ﬁnancial crisis. This remains something of a puzzle given the recent recovery in economic growth and the gradual reduction in unemployment in major countries around the world. And although possible explanations have been offered to solve that puzzle – slow productivity growth and the intensiﬁcation of global competition, among others – what is now widely recognized is that slow wage growth has become an obstacle to achieving sustainable economic growth. The growing consensus is that improving wages, reducing income inequalities and promoting decent work opportunities continue to be challenges that play a central role if we are to succeed in achieving the UN 2030 Agenda. The second part of this year’s report is devoted to the gender pay gap. Much has been written on the topic and a huge amount of research is aimed at explaining the reasons why men continue to be paid more than women across the world. So why another report? First, this report provides a critical assessment of the standard measures commonly used to estimate gender pay gaps. That assessment leads to a proposal for a new, complementary and simple way of measuring gender pay gaps that we hope will be a useful tool for the purposes of policy-making and for monitoring the evolution of the gender pay gap. Accordingly, the estimates in Part II, which cover some 70 countries and about 80 per cent of wage employees worldwide, show that on average women currently continue to be paid approximately 20 per cent less than men. Second, the report analyses and breaks down gender pay gaps to better understand what lies behind this ﬁgure. The evidence shows that, in fact, much of the gender pay gap cannot be explained by any of the
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objective labour market characteristics that usually underlie the determination of wages. In high-income countries, for example, almost all of the gender pay gap remains unexplained. So what could then be the factors that lie behind gender pay gaps? The report shows that education is not, in most countries, the main issue: women wage employees across the world have just as good – if not better – educational attainments than men. However, occupational segregation and the polarization by gender of industries and economic sectors stand out as key factors. Women continue to be under-represented in traditionally male-occupied categories and within similar categories women are consistently paid below men, even if women’s educational attainments are just as good or better than those of men in similar occupations. Gender polarization is also an important factor: the report shows that in Europe, for example, working in an enterprise with a predominantly female workforce can bring about a 14.7 per cent wage penalty compared to working in an enterprise with similar productivity attributes but a different gender mix. This 14.7 per cent gap can translate into a loss of about €3,500 (approximately US$4,000) in salary per year for those who work in feminized sectors. Finally, the report shows that motherhood brings about a wage penalty that can persist across a woman’s working life while the status of fatherhood is persistently associated with a wage premium. Part III of the report suggests a number of policy measures to achieve pay parity between women and men. It is my hope that together with the empirical evidence presented earlier in the report, Part III will provide policy-makers, social partners, academics and key stakeholders with a valuable source of information to contribute to eradicating pay inequalities across the world.



Guy Ryder ILO Director-General
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Executive summary Part I. Major trends in wages .QYGUVYCIGITQYVJINQDCNN[KPUKPEG Global wage growth in 2017 was not only lower than in 2016, but fell to its lowest growth rate since 2008, remaining far below the levels obtaining before the global ﬁnancial crisis. Global wage growth in real terms (that is, adjusted for price inﬂation) has declined from 2.4 per cent in 2016 to just 1.8 per cent in 2017. If China, whose large population and rapid wage growth signiﬁcantly inﬂuence the global average, is excluded, global wage growth in real terms fell from 1.8 per cent in 2016 to 1.1 per cent in 2017. Real wage growth is calculated using gross monthly wages, rather than hourly wage rates, which are less frequently available, and ﬂuctuations therefore reﬂect both hourly wages and the average number of hours worked. 5NQYYCIGITQYVJKPJKIJKPEQOGEQWPVTKGU FGURKVGGEQPQOKETGEQXGT[CPFHCNNKPIWPGORNQ[OGPV In the advanced G20 countries, real wage growth declined from 1.7 per cent in 2015 to 0.9 per cent in 2016 and 0.4 per cent in 2017. In Europe (excluding Eastern Europe), real wage growth declined from 1.6 per cent in 2015 to 1.3 per cent in 2016 and further declined to about zero in 2017, owing to lower wage growth in countries including France and Germany, and declining real wages in Italy and Spain; in Eastern Europe, by contrast, real wage growth recovered from its 4.9 per cent decline in 2015 and continued to increase thereafter, from 2.8 per cent in 2016 to 5.0 per cent in 2017. Real wage growth in the United States declined from 2.2 per cent in 2015 to 0.7 per cent in both 2016 and 2017. Given the recovery in GDP growth and the gradual reduction in unemployment rates in various countries, slow wage growth in high-income countries in 2017 represented somewhat of a puzzle and has been the subject of intense debate. Possible explanations for subdued wage growth include slow productivity growth, the intensiﬁcation of global competition, the decline in the bargaining power of workers and the inability of unemployment statistics to adequately capture slack in the labour market, as well as an uncertain economic outlook which may have discouraged ﬁrms from raising wages.1 In view of this low wage growth, it is perhaps not too surprising that the acceleration of economic growth in high-income countries in 2017 was led mainly by higher investment spending, rather than by private consumption.



1. See, for example, OECD, 2018; IMF, 2017.
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/QTGTQDWUVYCIGITQYVJKPNQYCPFOKFFNGKPEQOGEQWPVTKGU YKVJOWEJFKXGTUKV[CETQUUEQWPVTKGUCPFTGIKQPU In emerging and developing countries of the G20, real wage growth has ﬂuctuated in recent years, rising from 2.9 per cent in 2015 to 4.9 per cent in 2016, and then falling back to 4.3 per cent in 2017. Workers in Asia and the Paciﬁc have enjoyed the highest real wage growth among all regions over the period 2006–17. However, even here wage growth in 2017 was lower than in 2016, falling from 4.8 per cent in 2016 to 3.5 per cent in 2017. Wage growth also declined in Central and Western Asia, from 3.0 per cent in 2016 to 0.5 per cent in 2017. In Latin America and the Caribbean, real wage growth in 2017 increased slightly compared to 2016 but remains relatively low, below the 1 per cent mark. In Africa, where wage data have been collected for the ﬁrst time for a signiﬁcant number of countries, real wages appear to have declined overall in 2017 by 3.0 per cent. This is mainly attributable to negative wage trends in Egypt and Nigeria, two large countries which exert a strong inﬂuence on our weighted regional average. If these two countries are taken out of the sample, real wages in Africa are estimated to have increased by a moderate 1.3 per cent in 2017. Taking a longer perspective, real wages between 1999 and 2017 have almost tripled in the emerging and developing countries of the G20, while in advanced G20 countries they have increased by a much lower total of 9 per cent. Yet in many low- and middle-income countries average wages remain low and insufficient to adequately cover the needs of workers and their families. 9CIGITQYVJNCIIKPIDGJKPFRTQFWEVKXKV[ITQYVJKPJKIJKPEQOGEQWPVTKGU Looking at trends in average wages and labour productivity over the period 1999–2017 in 52 high-income countries, the report ﬁnds that, on average, labour productivity has increased more rapidly (by a total of 17 per cent) than real wages (13 per cent), although the gap between the two trends narrowed between 2015 and 2017. Overall, the decoupling between wages and labour productivity explains why labour income shares (the share of labour compensation in GDP) in many countries remain substantially below those of the early 1990s. 9CIGKPGSWCNKV[JKIJGUVKPNQYKPEQOGEQWPVTKGU Using survey data on wages from 64 countries which, together, reﬂect the wage distribution of about 75 per cent of the world’s wage employees, the report ﬁnds that the countries with the lowest levels of wage inequality are found among the high-income group, whereas countries with the highest levels of wage inequality are found in the low- and middle-income groups. Among high-income countries, wage inequality is lowest in Sweden and highest in Chile. Among low-income and middle-income countries, South Africa and Namibia have the highest inequality, Armenia and Mongolia the lowest.
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Part II. Measuring gender pay gaps and understanding what lies behind them /GCUWTKPIVJGIGPFGTRC[ICR The raw gender pay gap Part II of the report provides a global analysis of the gender pay gap. The United Nations SDG target 8.5, which sets out the aim to achieve by 2030 “equal pay for work of equal value”, proposes as a main indicator to compare “average hourly earnings of female and male employees” (indicator 8.5.1). Using average (mean) hourly wages to estimate the gender pay gap, as suggested in SDG indicator 8.5.1, the report ﬁnds that – based on data for 73 countries that cover about 80 per cent of the world’s employees – the (weighted) global gender pay gap stands at around 16 per cent. There are wide variations among countries, with the mean hourly gender pay gap ranging from 34 per cent in Pakistan to −10.3 per cent in the Philippines (meaning that in this country, women earn on average 10.3 per cent more than men). However, there are different possible ways to measure raw gender pay gaps. The two measures that are most commonly used are the “mean gender pay gap” (as in the estimate above) and the “median gender pay gap”; the latter compares the value located in the middle of the women’s wage distribution with the value located in the middle of the men’s wage distribution. Further differences arise when comparisons are made using monthly wages rather than hourly wages. Using these four different combinations (mean/median and hourly/monthly), the report ﬁnds that the weighted global estimates range from about 16 per cent to 22 per cent, depending on which measure is used. The gender pay gap of 22 per cent is obtained when using median monthly wages. A complementary measure: The factor-weighted gender pay gap The report ﬁnds that in most countries – but particularly where the participation of women in wage employment is low – women tend to have different characteristics than men and tend to cluster around speciﬁc hourly wages. In a wage distribution characterized by such irregularities, gender pay gap estimates based on a single number, the “mean” or the “median”, can be difficult to interpret and may provide information that is of limited use to policy-makers, as they are completely dominated and distorted by this clustering. The report thus proposes a methodology to generate complementary estimates of the gender pay gap that remove some of the major “composition effects” arising from the existence of these clusters (for example, when women tend to cluster in the public sector or in jobs requiring high levels of education). In essence, this methodology groups women and men wage employees into more homogeneous subgroups, and then estimates the gender pay gap in each subgroup. The methodology then constructs a weighted average of all the subgroups’ estimated gender pay gaps, with weights reﬂecting the size of each subgroup in the total population of wage employees. Using this method, the mean hourly gender pay gap becomes positive in all but two countries, and the mean hourly global gender pay gap increases from about 16 per cent to 19 per cent.
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9JCVCTGVJGHCEVQTUVJCVNKGDGJKPFVJGIGPFGTRC[ICR! Estimating the gender pay gap across the hourly wage distribution The report estimates the hourly gender pay gap at different points in the wage distribution. Among high-income countries, the widening of the gender pay gap at the upper end of the distribution is striking. In contrast, in low- and middleincome countries it is at the low end of the wage distribution – where women are proportionally over-represented – that the gender pay gap is wider. However, there is a common pattern in labour markets across the world: as we move from lower to higher hourly wages the proportion of women declines, in some cases sharply. What part of the gender pay gap can be “explained” by differences in the attributes and characteristics of women and men in paid employment? Are men paid more than women because they are better educated, or because they have other observable characteristics or attributes that are associated with higher labour productivity? The report uses methods pioneered by Fortin, Lemieux and Firpo (2011) to decompose the gender pay gap (at different parts of the distribution and overall) into a component that can be “explained” by differences in the labour market attributes of women and men – and here the report singles out in particular the role of education – and a component that is “unexplained” by such characteristics. By labour market attributes, we mean the so-called human capital characteristics (typically age, experience and education); the characteristics that deﬁne the jobs held by individuals (for example, occupational category or working time); and the characteristics that describe the workplace where production takes place (industrial sector, geographical location, and so on). Although there are large variations across countries, the report ﬁnds that, on average, education and other labour market attributes explain relatively little of the gender pay gap at different points of the wage distribution. The unexplained part of the gender pay gap generally dominates almost all countries, irrespective of income group. In high-income countries, education contributes on average less than 1 percentage point of the gender pay gap, through it contributes much more in some individual countries. This general ﬁnding is not surprising, since in high-income countries the educational attainment of women in paid employment is in many instances higher than that of men; lower educational attainments thus cannot be an explanation for the gender pay gap. More surprisingly, perhaps, lower education is not so prominent a factor explaining the gender pay gap in a majority of low- and middle-income countries either, even though women generally have lower educational attainments than men in many of these countries. In practice, however, a large share of women with low levels of education stay out of the labour market or work as own-account workers rather than paid employees. In fact, women in paid employment tend to be more highly educated than men within similar occupational groups.
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Understanding what lies behind the “unexplained” part of the gender pay gap: The undervaluation of women’s work and the motherhood pay gap What lies behind the unexplained part of the gender pay gap? One part of the answer relates to lower wages paid to women for work of equal value. Providing some perspective on this question, though not a full answer, the report looks at occupational categories and shows that in many countries women are more highly educated than men within the same occupational categories but nonetheless earn lower wages. This illustrates the fact that women tend to have lower wage returns for their education than men, even when they work in the same occupational category. Another part of the answer relates to the undervaluation of women’s work in highly feminized occupations and enterprises. The report shows for a selection of countries that wages of women and men with similar levels of education tend to be lower in highly feminized occupations than in other occupations. Further analysis – using data from the European Structure of Earnings Survey (SES) – also shows that wages tend to be lower in enterprises that are highly feminized than in enterprises that are otherwise similar in terms of number of employees, economic sector, ownership and type of collective pay agreement. Finally, the report also looks at the “motherhood pay gap”, defined as the pay gap between mothers and non-mothers. The report estimates that the motherhood pay gap ranges from 1 per cent or less in Canada, Mongolia or South Africa to as much as 30 per cent in Turkey. Lower wages for mothers may be related to a host of factors, including labour market interruptions or reduction in working time; employment in more family-friendly jobs, which are lower paying; or stereotypical hiring and promotion decisions at enterprise level which penalize the careers of mothers.



Part III. Which way forward? What can be done to progressively reduce gender pay gaps across the world? While there is a range of policies and measures that can be taken to reduce these gaps, the answer to this question will necessarily be country-speciﬁc since the factors that drive and explain gender pay gaps vary from country to country and in different parts of the distribution. $GVVGTFCVC To start with, the report emphasizes the importance of good data and highlights the need in many countries for better data on the distribution of wages. In particular, low- and middle-income countries have very limited statistics on the average wages of women and men. One feasible option would be to review and modify existing surveys by introducing, for instance, modules speciﬁcally relating to gender pay gaps into cross-sectional surveys. In better-resourced countries, panel data can go some way towards solving certain of the issues related to the interpretation of life-cycle events.
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6JGPGGFVQOQXGDG[QPFUKORNGOGCUWTGUQHVJGIGPFGTRC[ICR The report also recommends going beyond summary measures to inspect in more detail the respective wage structures of women and men, analyse gender pay gaps in more homogeneous subgroups of wage earners, and calculate factor-weighted gender pay gaps which control for some of the major composition effects. This is especially useful where women’s labour force participation is low and where women cluster in particular sectors and occupations. (KPFKPIQWVYJGTGKPVJGYCIGFKUVTKDWVKQPVJGIGPFGTRC[ICRKUNCTIGUV CPFTGXKGYKPIVJGGHHGEVKXGPGUUQHGZKUVKPINCDQWTOCTMGVKPUVKVWVKQPU An important question is whether the gender pay gap in a particular country is mostly driven by pay gaps at the bottom, in the middle or at the top of the wage distribution. This has important policy implications. For example, whereas a welldesigned minimum wage with broad legal coverage could reduce the gender pay gap at lower wage levels, collective agreements that are extended to vulnerable groups of workers and include provisions on gender pay gaps or pay transparency could have the same effect higher up in the wage distribution. Finally, policies and measures that promote greater representation of women in senior and highly paid positions could have a positive effect at the top levels. Measures that promote the formalization of the informal economy can also greatly beneﬁt women, bringing them under the umbrella of legal and effective protection and empowering them to better defend their interests. 6CEMNKPIVJGpGZRNCKPGFqRCTVQHVJGIGPFGTRC[ICRKPENWFKPI VJTQWIJGFWECVKQPEJCPIKPIUVGTGQV[RGUCPFEQODCVKPIGORNQ[GT RTGLWFKEGKPJKTKPICPFRTQOQVKQPFGEKUKQPU The decomposition analysis in the report shows that part of the gender pay gap can be explained by differences in the labour market attributes of women and men, including their levels of education, and the fact that they tend to work in occupations or industries that pay less. The importance of these factors varies from country to country. Where women in paid employment have lower educational achievements than men, educational policies targeting enrolment rates among girls may contribute to reducing the gender pay gap in the future. Reducing polarization and occupational segregation may require changing perceptions and stereotypes, for example to attract more women into the areas of science, technology, engineering and mathematics (STEM), which offer betterpaid employment opportunities, or to combat employer prejudice in hiring and /or promotion decisions. 6CEMNKPIVJGpWPGZRNCKPGFqRQTVKQPQHVJGIGPFGTRC[ICR The report ﬁnds that in many countries the largest part of the gender pay gap is unexplained by differences in attributes and characteristics of women and men. A growing number of countries are thus focusing attention on national legislation
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which prohibits pay discrimination against women and measures that promote equal pay between women and men. However, there is a long way to go. While 40 per cent of all countries have adopted the full principle of “equal pay for work of equal value”, the remaining countries focus instead on the narrower principle of “equal pay for equal work”. In addition, some countries have taken steps to promote pay transparency to expose differentials between women and men, requiring (usually large) enterprises to disclose the earnings of their employees. In recent years, a number of countries have embraced proactive pay equity laws, which require employers to regularly examine their compensation practices, assess the gender pay gaps and take action to eliminate the portion of the gap due to discrimination in pay. Countries should also look into possible ways to address the undervaluing of women’s work in highly feminized occupations and industries, including by raising wages in the latter. Eliminating this bias is not only a way to narrow the gender pay gap directly, it is also a condition to reducing occupational segregation, for example by attracting more men into the education and health sectors. What can be done to reduce the motherhood pay gap? More equitable sharing of family duties between women and men, as well as adequate childcare and eldercare services, would in many instances lead to women making different occupational choices. Adequate company policies on ﬂexible working-time arrangements would also help. The lack of programmes supporting women’s return to work after childbirth also contributes to the wage penalty that women face when resuming work after a prolonged period of absence from the labour market.



6KOGVQCEEGNGTCVGRTQITGUUKPENQUKPIVJGIGPFGTRC[ICR Never before has awareness of and commitment to gender equality at work, as well as in society, been so prominent in national and international public debates. The United Nations SDG 8 sets the target of “achiev[ing] full and productive employment and decent work for all women and men, including for young people and persons with disabilities and equal pay for work of equal value” by 2030. To support this Goal, the Equal Pay International Coalition (EPIC), which was launched in September 2017 as a multi-stakeholder initiative that includes the ILO, UN Women and the OECD, seeks to achieve equal pay for women and men. There is an international momentum in favour of concrete and coordinated action to tackle gender inequality. In practice, however, progress in reducing gender pay gaps has been too slow. More vigorous and decisive action is needed. In addition to the speciﬁc measures discussed above, we set out a few more general considerations. First, accelerating progress will require both political commitment and social transformation. While public policies to enhance education, labour and social protection, and to improve social infrastructure, are necessary to close the gender pay gap, their effectiveness depends at least in part on shifting social norms and gender stereotypes. Second, comprehensive, cross-cutting approaches to gender equality are necessary to combat the gender pay gap. Indeed, not only are gender pay gaps rooted in well-entrenched stereotypes, they also represent a summary indicator
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that captures many disadvantages faced by girls and women both within and outside the labour market. Hence measures to reduce or eliminate gender pay gaps should be embedded in a broader overall gender equality policy. Third, we emphasize once again that the appropriate mix of policies in any national context will depend on that particular country’s circumstances, and that robust analytical work is needed to identify the largest contributory factors – and hence the most effective remedies – in different country contexts.
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Major trends in wages



Introduction



This year’s Global Wage Report appears in a context of slow growth in average wages in developed economies. In some countries this growth has taken place in circumstances of relatively slow economic growth, whereas in other countries it has occurred in spite of accelerating economic recovery and declining unemployment rates. There are multiple possible explanations for subdued wage growth in these latter countries, ranging from slow productivity growth to the intensiﬁcation of global competition, the decline in the bargaining power of workers, the inability of unemployment statistics to adequately capture slack in the labour market, and an uncertain economic outlook which may have discouraged firms from raising wages.1 In low- and middle-income economies, growth in average wages has generally been more robust, but with much diversity across countries and regions. While wages have increased rapidly over the past decade in some countries, most particularly in China, in many other countries average wages remain low and insufficient to adequately cover the needs of workers and their families. Overall, in low- and middle-income economies, an estimated 50 per cent of all wage earners continue to work in the informal economy, either in the informal sector or as informal workers in the formal sector (ILO, 2018a). Part I of this year’s Global Wage Report provides evidence of these wage trends, setting out the most recent movements in global and regional wages and discussing the economic context in which they have taken place, with a particular focus on trends in economic growth and price inﬂation. Ahead of this year’s report a special effort has been made to increase the representation of African countries in the analysis of wage trends: this is reﬂected in the substantially higher number of African countries for which this report is able to include wage data. The report discusses some country-level trends and also looks at the extent to which recent wage trends in developed economies can be explained – or not – by changes in labour productivity.



1. On the slow wage growth in advanced economies see also OECD, 2018; IMF, 2017.
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Global wage trends



2.1 Wage trends According to ILO estimates, the average world labour force participation rate stands at about 62 per cent of the working-age population, with approximately 3.3 billion individuals engaged in employment. Among all who are employed, some 54 per cent, that is, 1.8 billion, are wage and salaried workers, which represents an increase of some 760 million wage and salaried workers compared to 25 years ago (ILOSTAT; ILO, 2017). For most of these workers, income from wages makes up a signiﬁcant proportion of their total household income. On average, the share of wages in the total incomes of households including at least one member of working age ranges from about 40 per cent in some low- and middle-income countries to between 60 and 80 per cent in high-income economies (ILO, 2016a). Hence, analysing global and regional wage growth is key to understanding the growth of incomes and living standards worldwide. How have real average wages changed in recent years? Figure 1 shows estimated global real wage growth with and without China between 2006 and 2017, based on data from 136 economies. Real wage growth is calculated using gross monthly wages, rather than hourly wage rates, which are less frequently available, and ﬂuctuations therefore reﬂect both hourly wages and the average number of hours worked. Real wages are net of consumer price inﬂation: that is, nominal wages are deﬂated by a relevant price index, usually the consumer price index (CPI). The global and regional estimates are based on a weighted average that takes into account the total number of wage employees in the respective countries, wage levels and wage growth. The full methodology and deﬁnitions of wages are provided in Appendix I, with country-speciﬁc data provided in Appendix II. The exclusion of China, whose large population and rapid wage growth signiﬁcantly inﬂuence the global average, provides an estimate that better captures what happens in other countries worldwide. It is apparent from ﬁgure 1 that global real wage growth in 2017 was not only lower than in 2016, but fell to its lowest growth rate since 2008, remaining far below the levels obtaining in 2006 or 2007, before the global ﬁnancial crisis. The slowdown in wage growth between 2016 and 2017 is observable in both series, with and without China. The same slowdown can also be observed in the estimate, shown in ﬁgure 2, of real wage growth in the G20 countries, which account for some 60 per cent of the world’s wage employees and together produce about three-quarters of global GDP. While G20 wage growth is somewhat higher than global wage growth, nevertheless both estimates declined substantially between 2016 and 2017. Figure 2 also gives separate wage growth estimates for advanced and emerging G20 economies,2 showing that over the whole period, real wages increased more rapidly



2. The division of G20 countries into “advanced G20” and “emerging G20” is based on IMF groupings, in which “advanced G20” excludes European Union aggregate.
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Figure 1 Annual average global real wage growth, 2006–17 4 3.4 3 2.8
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Figure 2 Annual average real wage growth in the G20 countries, 2006–17 10
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in emerging G20 countries than in advanced G20 countries. Again, however, wage growth in 2017 was slower than in 2016 in both developed and emerging economies. Figure 3 shows that, according to our estimates, average wages in the G20 grew by a total of about 55 per cent between 1999 and 2017. This ﬁgure, however, hides large differences between emerging G20 economies, where average wages tripled, and advanced G20 economies, where real average wages increased by a total of only 9 per cent. In spite of the more rapid wage growth, the level of average wages in emerging economies remains substantially lower than in advanced G20 economies. Converting all G20 countries’ average wages into US dollars using
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Figure 3 Total increase in the real average wages of G20 countries, 1999–2017 350
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purchasing power parity (PPP) exchange rates yields a simple average wage of some US$3,250 per month in advanced economies and about US$1,550 per month in emerging economies.3



2.2 The global context The slowdown in wage growth in 2017 occurred in spite of more rapid economic growth. Figure 4 shows that global economic growth picked up in 2017 and is expected to further increase in 2018.4 As can be seen, economic growth accelerated in advanced economies as well as in emerging market and developing economies. In the advanced economies, this acceleration was led mainly by higher investment spending, which had previously remained weak since the 2008–09 global ﬁnancial crisis, and was helped by stronger export growth. On the other hand, private consumption among advanced economies did not contribute signiﬁcantly to real GDP growth in the period 2016–17, which is perhaps not too surprising in the light of the low wage growth documented in ﬁgures 1 and 2. In emerging markets and developing economies, faster growth was driven by both a surge in ﬁxed investment and an acceleration in private consumption. Figure 5 shows the evolution of price inflation. While in 2015 and 2016 advanced countries faced the possibility of entering into a downward price spiral or deﬂationary period, more recently inﬂation rates rose from less than 1 per cent 3. The PPP conversion factor is the number of units of a country’s currency required to buy the same amounts of goods and services in the domestic market as US$1 would buy in the United States. This conversion factor is for private consumption (i.e. household ﬁnal consumption expenditure). For most economies, PPP ﬁgures are extrapolated from the 2011 International Comparison Program (ICP) benchmark estimates or imputed using a statistical model based on the 2011 ICP. For 47 high- and upper-middle income countries, conversion factors are provided by Eurostat and the OECD. 4. This paragraph is based on IMF, 2017 and 2018.
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Figure 4 Annual average economic growth, 2006–17 (GDP in constant prices) 10 8
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in 2015 and 2016, a mark well below that targeted by central banks, to 1.7 per cent in 2017.5 This higher inﬂation in 2017, combined with relatively stable nominal wage growth, eroded real wage growth. At the same time, core inﬂation (that is, inﬂation excluding food and energy prices) often remained well below the 2 per cent mark, raising the question of how higher nominal wage growth could help to achieve inﬂation targets. In emerging markets and developing countries, average price inﬂation experienced a continuous decline over the period 2011–17, although in these countries deﬂation is not a concern.



5. The European Central Bank (ECB) aims at inﬂation rates of below, but close to, 2 per cent over the medium term. See: https://www.ecb.europa.eu/mopo/html/index.en.html.
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In high-income economies, the slow increase in real average wages in a context of stronger economic growth is all the more surprising as unemployment rates have generally declined. The average seasonally adjusted unemployment rate among the EU28 countries stood at around 6.5 per cent in April 2018, the lowest rate recorded in the European Union (EU) since December 2008.6 In the United States, unemployment is close to its lowest level since the late 1960s, falling to 3.8 per cent in May 2018.7 It is generally considered that there exists an inverse relationship between unemployment rates and wage growth, so that when unemployment rates go down wage growth accelerates and, conversely, when unemployment rates increase, wage growth slows down. In 2016 and 2017, this relationship did not appear very strong. Although unemployment rates also declined in low- and middle-income economies (ILO, 2018a), the extent to which this indicator provides a robust perspective on the state of the labour market is limited by the fact that many workers simply cannot afford to remain unemployed and hence must remain active, often in the informal economy. A recent ILO report suggests that almost 40 per cent of all wage earners and more than 60 per cent of the world’s total employed population earn their livelihood in the informal economy, with the share of informal employment exceeding 90 per cent in a signiﬁcant fraction of sub-Saharan economies (ILO, 2018c).



6. Data from Eurostat, Apr. 2018. 7. Data from US Bureau of Labor Statistics.
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3 Regional wage trends



Regional wage trends



Trends in economic indicators and real wages vary considerably by region. Figures 6 and 7 show, respectively, economic growth rates and inﬂation ﬁgures for 2015 and 2017 by region. From ﬁgure 6 it is clear that economic growth remains higher in emerging and developing Asia than in other regions of the world. Inﬂation also varies considerably between regions. In 2017, it was highest in sub-Saharan Africa and the Middle East and North Africa. In sub-Saharan Africa, this increase is a result of earlier exchange rate depreciation (IMF, 2018). On the other hand, a Figure 6 Annual average economic growth by region, 2015 and 2017 (GDP in constant prices) 7.5 6.8
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Figure 8 Annual average real wage growth by region, 2006–17 (percentage change) Africa 4.7
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strong US dollar and currency appreciation in many Latin American economies have helped to keep inﬂation at relatively moderate levels, with countries such as Brazil experiencing historically low inﬂation rates. Figure 8 shows that, reﬂecting more rapid economic growth than in other regions, workers in Asia and the Paciﬁc have enjoyed the highest real wage growth among all regions over the period 2006–17, with countries such as China, India, Thailand and Viet Nam leading the way. However, even here wage growth in 2017 was lower than in 2016, falling by a considerable margin of 1.3 percentage points. In Latin America and the Caribbean, real wage growth in 2017 increased slightly compared to 2016 but remains relatively low, below the 1 per cent mark. In Mexico, real wage growth is still well below its 2008 level and has continued to decline in the years leading up to 2017, while Brazil has bounced back from decline in 2015–16. In Africa, real wages appear to have declined overall in 2017. This is mainly attributable to very high inﬂation rates owing to a currency devaluation in Egypt, a large country which exerts a strong inﬂuence on our weighted regional average, as well as by reported falling real wages in Nigeria. If these two countries are taken out of the sample, real wages in Africa are estimated to have increased moderately in 2017. In Central and Western Asia, wage growth has continued the gradual decline that started in 2011, since when it dropped by more than 6 percentage points to less than 1 per cent in 2017. Among these economies we ﬁnd Turkey, where real wage growth fell gradually between 2015 and 2017 in spite of an acceleration in economic growth. In Eastern Europe, stronger demand in neighbouring economies, together with a tighter labour market (unemployment rates in the Czech Republic, Poland and Romania are all below the European average), contributed to the observed increase in real wage growth to positive ﬁgures in 2016 and 2017. In Northern, Southern and Western Europe, wage growth exceeded 1 per cent in 2015 and 2016, but fell to about zero in 2017 owing to lower wage growth in large countries such as France and Germany, and declining real wages in Italy and Spain. In Northern America (Canada and the United States), wage growth declined from an average of 2 per cent in 2015 to less than 1 per cent in 2016 and 2017. The estimates shown in ﬁgure 8 for the Arab States are only tentative, owing to severe data constraints in the region.
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Box 1 Wage statistics in Africa The )NQDCN 9CIG 4GRQTV  included data on average wages for only 14 out of a total QH|#HTKECPEQWPVTKGU(QTVJKU[GCToU)NQDCN9CIG4GRQTV, a major effort has therefore been OCFGVQEQNNGEVOQTGCPFDGVVGTFCVCQPYCIGUCPFYCIGITQYVJHTQOGEQPQOKGUKP#HTKEC6YQ TGIKQPCNYQTMUJQRUQPYCIGUVCVKUVKEUYGTGJGNFQPVJGEQPVKPGPV6JGƂTUVYCUJGNFKP%CKTQ 'I[RVKP&GEGODGTCPFHQEWUGFQPCUGNGEVKQPQH'CUV#HTKECPEQWPVTKGUPCOGN['VJKQRKC /CFCICUECT/CNCYKCPF7ICPFCCUYGNNCU'I[RV6JGUGEQPFYQTMUJQRVQQMRNCEGKP#DKFLCP %ÐVGFo+XQKTGKP#RTKNCPFICVJGTGFFCVCHTQOCPWODGTQH9GUV#HTKECPEQWPVTKGUPCOGN[ Benin, Cameroon, Côte d’Ivoire, Gabon, Ghana, Nigeria and Senegal. 6JGYQTMUJQRUJGNRGFVQKPETGCUG#HTKECoUTGRTGUGPVCVKQPKPVJKU[GCToU)NQDCN9CIG4GRQTV. Data QPPQOKPCNYCIGUYGTGEQNNGEVGFHTQOEQWPVTKGUCPFFCVCQPTGCNYCIGUHTQOEQWPVTKGU#U CTGUWNVQHVJGUGGHHQTVU|RGTEGPVQHGORNQ[GGUKP#HTKECCTGEQXGTGFKPVJKUGFKVKQPQHVJG)NQDCN 9CIG4GRQTVTGRTGUGPVKPICRRTQZKOCVGN[|RGTEGPVQHVJGEQPVKPGPVoUVQVCNYCIGDKNN|s|VJQWIJKV must be pointed out that these countries do not all produce data on wages every year. &CVCQPYCIGUKPUWD5CJCTCP#HTKECCTGWUWCNN[EQNNGEVGFVJTQWIJCFOKPKUVTCVKXGTGEQTFUUWEJ as social security forms and treasury single accounts, as well as regular censuses and household surveys (labour force surveys, living standard measurement studies, etc.) as there is no standalone survey on wages in most countries. Extracting wage-related data from these types of UQWTEGUECPDGEJCNNGPIKPI#FOKPKUVTCVKXGTGEQTFURQUGUQOGFKHƂEWNVKGUCUVJG[CTGIGPGTCNN[ structured for administrative purposes rather than statistical ones and are therefore not always FKUCIITGICVGFD[UGZUKOKNCTN[VJGEQXGTCIGQHVJGVCTIGVRQRWNCVKQPKUWUWCNN[FGƂPGFD[NGICN CPFQT CFOKPKUVTCVKXG RTQEGFWTGU #PQVJGT EQOOQP QDUGTXCVKQP KP VJKU TGICTF KU VJG FKHƂEWNV[ in distinguishing between different labour-related concepts, notably income concepts. Indeed, some data sets provide only data on total disposable income, with no additional information on the nature of the income received. (KPCNN[ KV OWUV DG RQKPVGF QWV VJCV YCIG GORNQ[GGU KP #HTKEC TGRTGUGPV QPN[ C NKOKVGF RTQRQTVKQP QH VJGUG EQWPVTKGUo YQTMKPI RQRWNCVKQPU +P $GPKP HQT GZCORNG QPN[ | RGT EGPV QH GORNQ[GFOCNGUCPFLWUV|RGTEGPVQHGORNQ[GFHGOCNGUYGTGRCKFGORNQ[GGUKP+P Uganda, according to the 2016/17 National Household Survey, wage employees represented CTQWPF|RGTEGPVQHVJGVQVCNGORNQ[GFRQRWNCVKQP'VJKQRKCoUNCDQWTHQTEGUWTXG[UJQYURCKF GORNQ[GGUTGRTGUGPVKPIQPN[|RGTEGPVQHVJGYQTMKPIRQRWNCVKQPKPYJKNGpWPRCKFHCOKN[ workers” and “self-employed” account for the highest shares of the country’s registered labour force. In Cameroon, the proportion of wage employees in the working population rose to around |RGTEGPVQHVJGYQTMKPIRQRWNCVKQPKPHTQO|RGTEGPVKPYJKNGKP/CFCICUECT VJGUJCTGQHYCIGGORNQ[GGUFGENKPGFHTQO|RGTEGPVKPVQ|RGTEGPVKP
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Wage indices over the last ten years



Taking a longer-term perspective, ﬁgures 9 and 10 show the indices of real wages over the period 2008–17 in selected advanced and emerging G20 countries, respectively. Among advanced economies, there are two distinct groups: those that have experienced positive growth rates and those where real wage growth has declined or remained close to zero (see ﬁgure 9). The former group is led by the Republic of Korea, where wage growth has increased most rapidly and by a total of 15 per cent in the period 2008–17. It is followed in second place by Germany, which started the period with near zero growth in wages in 2008 and 2009 and only moderate wage growth in the period 2010–13; thereafter wage growth in Germany accelerated, leading to an 11 per cent increase in real wages over the whole period 2008–17. Australia, the United States, France and Canada are the other advanced G20 countries that have experienced positive wage growth in the period leading up to 2017, although with more modest aggregate outcomes – ranging from 5 to 9 per cent over the period – when compared to the Republic of Korea and Germany. Italy and the United Kingdom have suffered losses in real wage growth of about 5 per cent over the period 2008–17. In the case of Italy, a return to positive wage growth from 2014 was halted in 2017, when real wages declined again, whereas in the United Kingdom, after a two-year recovery period between 2014 and 2016, wage growth seems to have remained constant since 2016. In Japan, overall wage growth over the period 2008–17 has been close to zero. Figure 9 Average real wage index for advanced G20 countries, 2008–17
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Figure 10 Average real wage index for emerging G20 countries, 2008–17 200



China



Index (base year = 2008)



180



Saudi Arabia India Indonesia Turkey



160



140



South Africa Brazil Russian Federation



120



100



Mexico



80 2008



2009



2010



2011



2012



2013



2014



2015



2016



2017



Source: ILO estimates.



Figure 10, which complements ﬁgure 9 by looking at emerging G20 economies, shows the marked and continuing rising trajectory of China, where average real wages almost doubled between 2008 and 2017. In fact, all emerging G20 countries except Mexico experienced signiﬁcant positive growth in average real wages over this period. Wage growth continues in Saudi Arabia, India and Indonesia, whereas in Turkey it declined to around 1 per cent in 2017. South Africa and Brazil have experienced positive wage growth starting from 2016 after a phase of mostly zero growth during the period 2012–16, with negative growth in Brazil during 2015–16. The Russian Federation suffered a signiﬁcant drop in wage growth in 2015, again owing to the decline in oil prices, but has since then bounced back with moderate though positive wage growth.



2CTV|+



5



5 Wages and productivity in high-income economies



13



Wages and productivity in high-income economies



Given the recovery in GDP growth in 2017 and the gradual reduction in unemployment rates, slow wage growth in high-income economies represents somewhat of a puzzle and has been the subject of intense debate. Several potential contributory factors have been considered and debated, including slow productivity growth.8 Figure 11 shows trends in average real wages and labour productivity in 52 high-income countries between 1999 and 2017.9 Labour productivity is measured as GDP per worker; both the real wage index and the real productivity index are calculated as weighted averages (so that large countries inﬂuence the ﬁgure more than smaller countries) and are shown in relation to the base year of 1999. Overall, we see that labour productivity has increased more rapidly than real wages. In the period 2014–15, the gap between the two trends narrowed owing to a slight increase in wages in excess of relatively weaker growth in labour productivity. Since then, labour productivity growth has declined slightly while there has been a small increase in wages. These very modest changes in the two trends, but in opposite directions, narrowed the gap between the two lines by about 2 per cent between 2015 and 2017. Overall, the decoupling between wages and labour productivity explains why labour income shares (the share of labour compensation in GDP) in many countries remain substantially below those of the early 1990s. While the slowdown in labour productivity may partly explain the slow wage growth in high-income economies, it is unlikely to provide a full explanation. Other Figure 11 Trends in average real wages and labour productivity in high-income countries, 1999–2017 120
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8. See IMF, 2017, Chapter 2, “Recent wage dynamics in advanced economies: Drivers and implications”. 9. See Appendix III, table A3, “Country and territory groupings by income level”.
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Figure 12 Key indicators: Year-on-year change in selected high-income countries, 2007–17 Australia
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explanations proposed in the literature include the possibility that unemployment ﬁgures do not accurately capture slack in the labour market, an uncertain economic outlook that may have inhibited enterprises from increasing wage costs, and the decline in the bargaining power of workers owing to the adoption of new technologies, the intensiﬁcation of global competition, the increasing number of part-time jobs, increasingly diverse forms of employment, and the decline in union density and collective bargaining coverage. Additional possible explanations include a shift towards more capital-intensive industries, or higher capital intensity within industries. Looking at the individual countries considered in ﬁgure 12, we can observe that the pattern of “declining unemployment with ﬂat wages” is particularly pronounced in Germany and the United States – two countries where unemployment rates have been gradually reduced over the last seven to eight years but where the growth rate of nominal wages has remained relatively constant, ﬂuctuating between 2 and 3 per cent per year. Year-on-year changes in real wage growth in those two countries seem to have been determined more by ﬂuctuations in the level of consumer prices than by changes in the growth of nominal wages. A weaker version of this “declining unemployment with ﬂat wages” pattern can also be observed in more recent years in France, Japan and the United Kingdom.
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Wage inequality



Thus far the report has described the evolution of average wages and how it may relate to changing labour productivity. However, as has been noted in earlier editions of the Global Wage Report (ILO, 2014 and 2016a), current average wages, or trends in average wages, do not inform us about levels of wage inequality. Figure 13 shows inequality in wages, as represented by the Gini coefficient, using survey data on wages from 64 countries which, together, reﬂect the wage distribution from some 75 per cent of the world’s wage employees. The ﬁgure illustrates wage inequality, comparing countries to others at a similar level of economic development. The Gini coefficient summarizes the relative distribution of wages in the population, with lower values (closer to zero) indicating lower levels of inequality and higher values (closer to 100) indicating higher levels of wage inequality. Figure 13 shows that wage inequality varies signiﬁcantly both between and within the four groups of countries. The countries with the lowest levels of wage inequality are found among the high-income group, whereas countries with the highest levels of wage inequality are found in the low-income and middle-income groups. There is also some variation within groupings: among high-income countries, the Gini coefficient ranges from a low of 19.5 for Sweden to a high of 38.7 for Chile. Among low-income countries, the United Republic of Tanzania has a Gini coefficient of 53.6, while South Africa – classiﬁed as upper-middle income – scores a Gini coefficient of 63.9. According to these estimates, South Africa, Namibia, the United Republic of Tanzania and Malawi are the countries with the highest levels of wage inequality among the 64 countries considered.
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Measuring gender pay gaps and understanding what lies behind them



Introduction



Part II of this year’s Global Wage Report provides an analysis of the gender pay gap worldwide, which – expressed in its simplest form – refers to the difference in average wages between all women and all men who are engaged in paid employment. The gender pay gap is a widely used indicator of gender inequality in the world of work and is frequently used to monitor progress towards gender equality at the national or international level. The United Nations Sustainable Development Goal (SDG) 8 “Decent work and economic growth”, target 8.5, sets out the aim to achieve by 2030 “equal pay for work of equal value”, of which one of the important measures of progress is “average hourly earnings of female and male employees” (indicator 8.5.1) (UN, 2017). The Equal Pay International Coalition (EPIC), a new multi-stakeholder coalition launched in September 2017, also interprets a reduction of the gender pay gap as an indicator of progress towards the achievement of SDG target 8.5.1 However, the analysis of pay gaps must be placed in the broader context of other dimensions of inequality between women and men, including women’s more restricted access to paid employment and the unequal division of tasks within the household. In high-income economies, women’s participation in paid employment has increased considerably over recent decades, reaching near parity with men in some countries. But this has not been the case everywhere. Globally, women are still substantially less likely than men to participate in the labour market. The global gap in labour force participation has been estimated at 27 percentage points, and participation gaps remain particularly wide in the Arab States, northern Africa and southern Asia, in each case exceeding 50 percentage points (ILO, 2017). Slow progress on this front prompted G20 Leaders at the 2014 Summit in Brisbane to adopt a target of reducing the gender gap in labour force participation by 25 per cent by 2025 (the “25 by 25” target). When women do participate in the labour market, they tend to have more limited access than men to high-quality employment opportunities. One reason for this is the unequal distribution of hours of unpaid work in the household: women perform most of the household chores and most unpaid care work, both for the household in general and for elderly members and children in particular. As a result, time-use surveys show that, when unpaid as well as paid work is included, women work longer hours than men. This disproportionate burden of unpaid household work has a negative impact on women’s labour market participation, 1. Other indicators used by EPIC include a demonstrated commitment to achieving equal pay and the ratiﬁcation of relevant international labour standards.
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particularly in places where access to childcare or family-friendly workplace policies is lacking. In high-income economies, many women – if they do decide to participate in the labour market – choose to work part time. In middle- or low-income countries, many women seeking paid work are pushed into the informal economy, where they more easily ﬁnd work that is ﬂexible in terms of schedule and duration, or are constrained to opt for home-based work. Overall, employment status is not evenly distributed between women and men: men are more likely than women to become entrepreneurs; more women than men are classiﬁed as unpaid family workers; and often – though not everywhere – more women than men are involved in informal work. Women also tend to work a lower average number of hours than men. All of these realities have a direct impact on the gender pay gap, a subject on which much has already been said and written in recent years. Two speciﬁc observations may be made. First, there is widespread recognition that progress in closing the gender pay gap has been slow, in spite of signiﬁcant progress in women’s educational attainments and higher female labour market participation rates in many countries. Even where women’s educational levels have equalled or even surpassed those of men, this has only served to reduce rather than to eliminate the pay gap (O’Reilly et al., 2015). Hence, on aggregate, pay differentials remain a persistent form of inequality between working women and men. Second, it is understood that while a simple measure of the gender pay gap serves to attract the attention of the general public and policy-makers to the problem of unequal pay between women and men, it remains a very imperfect indicator of inequality, needing to be further analysed and reﬁned if it is to adequately inform policy-making (Grimshaw and Rubery, 2015). A gender pay gap measured simply – the so-called “raw” or unadjusted gender pay gap – can arise for a multitude of different reasons, including, among others: differences between female and male educational attainments; lower wages in the sectors and occupations in which women are concentrated; differences between female and male participation rates in part-time and full-time work, which are in turn inﬂuenced by women’s role as mothers and their care responsibilities; and discrimination in pay between women and men performing equal work or work of equal value. The most appropriate mix of policy responses will differ across countries, depending on which factors have the largest impact on the gender pay gap in each national context. So why another report on the gender pay gap? Part II of this report has two speciﬁc objectives. The ﬁrst is to address in detail the challenge of measuring the gender pay gap, and to propose a simple way to adjust the indicator to provide complementary information for the purposes of policy-making and of monitoring progress. The second is to analyse and break down gender pay gaps in a way that can inform policy-makers and social partners about the factors that underlie the gender pay gap. Part III of the report discusses some of the policy implications emerging from the ﬁndings of this analysis.
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Measuring the gender pay gap 2



The gender pay gap is a widely used indicator, representing the difference in pay overall between women and men wage employees. Despite their apparent simplicity, estimates of the gender pay gap are often controversial, in part because different estimates for the same country in a given time period may vary substantially. Sometimes these discrepancies between estimates arise because of the multiple possible ways of deﬁning the term “pay”, or because each estimate is based on a different subpopulation of wage employees. More worrying is the ﬁnding that estimates of the gender pay gap using the same deﬁnition of pay and applying to the same population can differ considerably depending on the choice one makes on how to measure and summarize the difference in wages between women and men. When there are sizeable differences in the estimates of the gender pay gap that are presented as empirical evidence, these become a barrier in the policy debate rather than a contribution to it, creating difficulties for policy-makers seeking to identify the necessary and appropriate steps to be taken to reduce the gap. Therefore, clarifying the reasons for discrepancies between alternative measures of the gender pay gap is an essential ﬁrst step that must precede the more practical examination of the causes of the gap itself. In what follows, we examine the standard methods of estimating the gender pay gap and show the circumstances in which these can result in different and sometimes contradictory estimates. These ﬁndings lead in turn to our proposal of a complementary method of estimating gender pay gaps that is useful for the purposes of policy-making and monitoring progress.



8.1 The raw gender pay gap The raw gender pay gap refers simply to the difference in pay between women and men at a speciﬁc point in time, and is usually calculated as the margin by which women’s pay falls short of men’s. For example, if women’s pay is 75 per cent of men’s, it is said that the gender pay gap is 25 per cent. In this context, the terms “women’s pay” and “men’s pay” refer to measures summarizing the full range of earnings received by, respectively, all women and all men who are classiﬁed as paid employees.3 This full range of wages (of women or men) is what we call “the wage distribution” or “the wage structure” of (women or men) wage workers in the population. The two measures that are almost always used to summarize the information in such a distribution are the mean (the average of all the values covered) and the median (the value located in the middle of the distribution). Thus, the 2. Estimates presented in this report may differ from those of national official sources owing to differences in the choice of methodology. 3. The term “pay” refers to wages or earnings received by dependent workers (employees), as opposed to income received from other modalities of labour market participation, for example, self-employment. In this sense, throughout this report, the terms “gender pay gap” and “gender wage gap” are used interchangeably, irrespective of whether pay refers to hourly wages, monthly earnings or any other way of describing earnings arising from dependent employment.



22



Global Wage Report 2018/19



“mean gender pay gap” compares the average of the women’s pay distribution to the average of the men’s pay distribution, while the “median gender pay gap” compares the value located in the middle of the women’s pay distribution to the value located in the middle of the men’s pay distribution. This may be one source of differences between estimates. Using hourly wages to estimate the gender pay gap, as per SDG indicator 8.5.1, has the advantage of disentangling working time from earnings. Conversely, the use of other measures (monthly, weekly or daily pay) can reﬂect differences not only in hourly pay but also in the number of hours worked over a period of time. When the data supplied on wages are aggregated and it is not possible to disentangle hours worked from payment per hour, one way to compare gender pay differentials is to consider only the subgroup of full-time workers. Although this method comes close to comparing hourly wages between women and men, the result removes from the calculation all part-time workers, the majority of whom are women and who tend to earn lower hourly wages. In practice, though monthly wages are more frequently available, most survey data from sources such as labour force surveys provide information that enables the derivation of hourly wages.4 A ﬁrst inspection of the gender pay gap using these two alternative measures of pay provides an insightful starting point for a detailed analysis and understanding of pay differentials between women and men. Figures 14 and 15 show estimates of the gender pay gap for up to 73 countries; these countries are drawn from all regions of the world and cover about 80 per cent of the world’s wage employees. Each of these ﬁgures presents estimates based on the mean gender pay gap and the median gender pay gap; together they enable us to compare, whenever possible, gender pay gaps based on hourly wages with those based on monthly earnings. Thus the two ﬁgures together present four possible conﬁgurations. Each of these includes an overall world gender pay gap; these global ﬁgures are based on weighted values that take into account the number of wage employees in each of the countries covered – thus, larger countries such as China, Mexico or the United States will weigh more in the global estimate than smaller countries such as Malawi, Nepal or Panama. The ﬁrst observation arising from these ﬁgures is that the gender pay gap is overwhelmingly estimated as a positive value – that is, a value indicating that men earn more than women. If one considers the mean gender pay gap based on hourly wages, 58 of the 73 countries covered in ﬁgure 14 show a positive mean gender pay gap; the same is true for 54 of the 65 countries for which median gender pay gaps are estimated. In the case of monthly earnings (ﬁgure 15), the prevalence of positive gender pay gaps becomes even more evident: only three of 65 countries show negative mean gender pay gaps, and only two of 65 countries show negative median gaps. Although the gender pay gap is negative in a number of countries



4. It is common to ﬁnd that survey data provide information on pay in the form of either hourly wages or monthly earnings; less frequently, some surveys ask respondents to declare earnings in alternative time frameworks, such as weekly amounts (e.g. the US Census of Population Survey) or daily amounts (e.g. the Mexican Employment and Occupation National Survey (ENOE), or many of the surveys conducted in Asia, where surveyed employees are usually asked to declare their daily – rather than hourly or monthly – earnings).
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(an issue to which we return later), the ﬁgures nonetheless provide strong evidence of an overall pay gap in favour of men. The weighted global estimates range from about 16 per cent (in the case of mean hourly wages) to 22 per cent (in the case of median monthly wages), depending on which measure is used. Looking at all the different estimates, one conclusion is that, on average, women are paid approximately 20 per cent less than men across the world. However, there are wide variations among countries, with the mean hourly gender pay gap, for example, ranging from 34 per cent in Pakistan to −10.3 per cent in the Philippines (which would be interpreted to mean that in this country, women earn on average 10.3 per cent more than men). The second observation is that for almost all countries the gender pay gap is higher when the estimate is based on monthly wages rather than hourly wages, reﬂecting the fact that in most countries women and men differ signiﬁcantly in respect of working time – specifically, that part-time work is more prevalent among women than among men (see Fagan et al., 2014). In all but five of the 73 countries in our database, the incidence of part-time work is higher among women than among men, although the scale of the difference varies widely: in the Netherlands, for example, 72 per cent of women employees but only 26 per cent of men employees are part-time workers; by contrast, among Bangladeshi employees, only 10 per cent of women and 4 per cent of men work part time. On a weighted average of the 72 countries, the proportion of women in part-time work is 14 per cent, compared to 7 per cent for men.5 The importance of part-time work as a contributory factor in estimates of the gender pay gap becomes clear if we examine the scatter diagrams in ﬁgure 16. Here the correlation between hourly wage gender pay gaps and the incidence of part-time work among women is weak; by contrast, the correlation is strong and positive when monthly wage gender pay gaps are scattered against the incidence of part-time work among women. No such marked contrast is apparent in ﬁgure 17, which presents the same variables in the same relation for men. Although the reasons for working part time are diverse, recent estimates suggest that more than half of all part-time work is involuntary in Bulgaria, Cyprus, Italy, Romania and Spain (ILO, 2016b). If a large proportion of women working part time are doing so out of necessity rather than choice, any estimate of the gender pay gap using monthly earnings implicitly also takes account of the cost to women of fewer full-time work opportunities. At the same time, many women may choose to work part-time because domestic chores and care responsibilities continue to fall mainly on their shoulders (ILO, 2018d). The third observation to make at this point is that mean and median values can generate very different results even if we use the same pay deﬁnition; that is, whether we compare mean and median hourly wages (ﬁgure 14) or mean and 5. In most of the countries for which we have data, the status of “part time” is declared by the survey respondent, either directly as an indicator (e.g. in the Eurostat Structure of Earnings Survey (EU-SES)) or because the respondent declares the number of months per year spent in part-time employment (e.g. EU Statistics on Income and Living Conditions (EU-SILC)). When the information is not directly available in the data, we derive it from declared hours of work per week, using the OECD deﬁnition of part-time workers as those who declare their usual working time per week as 30 hours or fewer (van Bastelaer, Lemaître and Marianna, 1997).
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Figure 14 Gender pay gaps using hourly wages Mean gender pay gap Korea, Rep. of Estonia United Kingdom Czech Republic Germany Austria Slovakia Finland Netherlands Switzerland Norway France Iceland United States Portugal Sweden Latvia Denmark Canada Spain Ireland Australia Chile Cyprus Greece Hungary Lithuania Malta Poland Croatia Italy Belgium Luxembourg Slovenia Uruguay Argentina Panama High-income
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Figure 15 Gender pay gaps using monthly earnings Mean gender pay gap
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median monthly earnings (ﬁgure 15). In the case of Namibia, for example, the mean hourly wage gender pay gap is −6.5 per cent and the median hourly gender pay gap is +4 per cent; the mean value implies that women earn more than men, whereas the median value implies that women earn less than men. There are subtle differences in the use and interpretation of these two summary measures, but both are used in deriving conclusions on the difference in pay between women and men. Such apparent contradictions between ﬁndings generated using these two measures can become an obstacle in advancing policies towards gender pay equity – not only when the indicators contradict each other in sign, but also when they carry the same sign (positive or negative) but vary markedly in magnitude. For example, in the case of Bulgaria, the mean hourly wage gender pay gap is 13.2 per cent, while the counterpart median hourly gender pay gap is 1.9 per cent. Selecting the latter estimate to represent the situation in respect of gender pay equity, policy-makers in Bulgaria could justiﬁably claim that the country is close to achieving gender pay



Figure 16 Pay gaps and the incidence of part-time work among women Mean hourly wage gender pay gaps
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Figure 17 Pay gaps and the incidence of part-time work among men Mean hourly wage gender pay gaps
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parity; but then the question remains: what lies behind the 13.2 per cent ﬁgure for the estimated mean gender pay gap? The next section of the report is devoted to exploring the reasons why gender pay gaps based on mean and median values can differ. The analysis shows that these differences are in fact related to the different way in which women and men wage employees are dispersed across the wage distribution.



8.2 Going beyond the raw gender pay gap Figure 14 displays estimates of mean and median hourly wage gender pay gaps for 65 of the 73 countries in our database. These 65 countries can be classiﬁed in ﬁve groups. In group 1 (25 countries) the mean and median gender pay gaps are both positive, and the former is larger than the latter; in group 2 (23 countries) the mean and median gender pay gaps are again both positive, but the mean gender pay gap is smaller than the median gender pay gap; in group 3 (nine countries) the
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mean and median gender pay gaps are both negative; in group 4 (six countries) the mean gender pay gap is negative but the median gender pay gap is positive; and in group 5 (two countries) the mean gender pay gap is positive and the median gender pay gap is negative. In the majority of these 65 countries the estimates are consistent in sign – that is, either both the mean and the median gender pay gap are positive, or both are negative – although, as ﬁgure 14 shows, such consistency does not necessarily preclude a wide variance in magnitude; in many of the 57 countries for which the sign is consistent, the difference in value between mean and median gender pay gaps is sizeable, as with the Bulgarian example cited in section 8.1 above. One way to understand the reasons why estimates of the mean and median gender pay gaps may differ so much is to visually inspect the wage structure of women and men. We illustrate this with a selection of countries from different income groups. Having classiﬁed the 65 countries into ﬁve groups, we note that all the countries in groups 3–5 – that is, those that display a negative mean or median gender pay gap, or both – are (with the single exception of Luxembourg) either low- or middle-income countries. Similarly, most countries in group 2 (excepting Canada, the Republic of Korea, Portugal, Switzerland and the United States) are low- or middle-income countries. By contrast, most countries in group 1 (except for Malawi, Mexico and Mongolia) are high-income countries. On the basis of these observations, we have made a selection of countries that includes examples from all ﬁve groups and also covers both high-income countries and middle- or low-income countries. Figure 18 compares the hourly wage distribution of women to the hourly wage distribution of men for these countries. For each of these countries the illustration presents the hourly wage structure in two formats (explained in box 2), namely, the probability density function (ﬁrst column) and the cumulative distribution function (second column). For simplicity, we will refer to these as the probability and cumulative distribution functions, respectively. The two formats complement each other in illustrating why in many cases the mean and median gender pay gaps vary signiﬁcantly in size or sign. Box 2 takes the example of Finland in ﬁgure 18 to illustrate these two ways of analysing the wage structure in a given country. Figure 18 (pages 32–36) shows that, for most countries, the probability distribution functions for women and men across the range of hourly wages (ﬁrst column) do not display the smooth bell shape that appears in the case of Finland. In fact, for the majority of countries in our illustrative selection, the charts show distributions with peaks and troughs, indicating that wage earners are not smoothly or regularly distributed across the range of hourly wages. In a wage distribution characterized by such irregularities, the two summary measures most often used to synthesize the wage structure into a single number, the “mean” and the “median”, provide information that can be of limited use. This may be illustrated by looking, for example, at the case of Portugal. In this country, a large proportion of women receive the minimum wage, and this is reﬂected in the sharp rise of the curve at the minimum wage level, which is located at the lower end of the wage distribution; in fact, the median hourly wage for women in Portugal (indicated in the chart by the vertical broken line) is not too far
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Box 2 Probability versus cumulative distribution functions: An illustrative example #RTQDCDKNKV[FGPUKV[HWPEVKQP, usually called simply a “density function”, is a device that shows how indiXKFWCNU CTG FKURGTUGF CETQUU C TCPIG QH XCNWGU| s| KP VJGRTGUGPVECUGVJGTCPIGQHJQWTN[YCIGU6JGƂTUV EQNWOP KP ƂIWTG|  UJQYU RTGEKUGN[ VJKU FGXKEG HQT simplicity called “probability distributions”) for each of the selected countries, separating the sample to distinguish between women and men. In order to explain JQYVQTGCFVJGUGƂIWTGUYGJCXGUGNGEVGF(KPNCPFCU an example. The horizontal axis represents the range of hourly wages from lowest to highest. Each of the two EWTXGU|s|HQTYQOGPCPFOGPTGURGEVKXGN[|s|OCRUGCEJ XCNWGQHVJGJQWTN[YCIGYKVJVJGRTQDCDKNKV[QHƂPFKPI that value among wage employees in the country, the probability being shown in the values on the vertical axis. Individuals who earn extremely low hourly wages CTGTCTGN[HQWPFUQDQVJEWTXGUCTGTGNCVKXGN[ƃCVCVVJG NQYGPFQHVJGYCIGURTGCF#UVJGEWTXGOQXGUCNQPI from left to right we move from lower to higher wages, CPFVJGRTQDCDKNKV[QHƂPFKPIYCIGGCTPGTUKPVJGRQRWlation at each level starts to increase: this is shown by the rise of the two curves as higher hourly wages are mapped to higher probability values in the vertical axis. It is interesting to note that in the case of Finland, as with most other countries, the women’s curve takes QHH HTQO VJG ƃQQT CV CP GCTNKGT RQKPV VJCP VJG OGPoU EWTXG6JKUUKORN[TGƃGEVUVJGHCEVVJCVVJGRTQDCDKNKV[ QHƂPFKPICYQOCPCVNQYGTXCNWGUQHVJGJQWTN[YCIG range (above the extremely low level) is higher than VJCV QH ƂPFKPI C OCP CV VJGUG XCNWGU #V CTQWPF VJG middle of the wage range, the curves stop rising and start to fall, indicating that, for either men or women, CHVGT UQOG URGEKƂE YCIG VJG EJCPEGU QH ƂPFKPI C JKIJGTYCIGGCTPGT|s|EQORCTGFVQQPGGCTPKPICYCIG KPVJGOKFFNGQHVJGTCPIG|s|UVCTVVQHCNN+VKUKPVGTGUVKPI to note that in the case of Finland, as in many other countries, soon after the peak value in the women’s EWTXGVJGRTQDCDKNKV[QHƂPFKPICOCPCVVJGJKIJGT YCIG XCNWGU KU JKIJGT VJCP VJCV QH ƂPFKPI C YQOCP this is clear because from somewhere in the middle of the hourly wage range the curve for men is consistently above that for women. Thereafter, and as the two curves approach the top values of the hourly wage range QPVJGJQTK\QPVCNCZKUVJGRTQDCDKNKV[QHƂPFKPIGKVJGT male or female wage earners gradually declines. This is shown by the two curves returning progressively to the zero value on the vertical axis. In the case of Finland,



CUHQTOCP[QVJGTEQWPVTKGUKNNWUVTCVGFKPƂIWTG|VJG RTQDCDKNKV[QHƂPFKPICYQOCPCVVJGWRRGTGZVTGOGQH the hourly wage distribution is zero: the women’s curve stops before the men’s curve. Overall, these rises and falls result in a sort of bell-shaped curve, which can be more or less regular, more to the right or more to the left, with longer or shorter tails; it is these features of the bell shape that characterize and describe the distribution of wages earners in a country. # EQORNGOGPVCT[ CPF GSWCNN[ PGEGUUCT[ KPUVTWOGPV in studying a country’s wage structure is a calculation to show how the wage distribution translates into the accumulation of wage employees at each value of the range of wages. This is known as a EWOWNCVKXGFKUVTKDW VKQPHWPEVKQP and is presented for each of our selected EQWPVTKGUKPVJGUGEQPFEQNWOPQHƂIWTG| HQTUKOplicity called “cumulative percentages”). What the hourly wage cumulative distribution does is to plot a curve mapping the proportion of wage employees that has accumulated up to each value of the hourly wage distribution. From left to right on the horizontal axis, the higher the value of the hourly wage, the greater the share of wage employees that has accumulated at or below that hourly wage, with the accumulation of KPFKXKFWCNUIQKPIHTQOPGCTN[|RGTEGPVCVVJGNQYGUV JQWTN[YCIGVQ|RGTEGPV QTVJGVQVCNRQRWNCVKQPQH wage employees) at the highest possible hourly wage. Continuing with our example of Finland, we see that the curve showing how women accumulate successively as hourly wages increase takes off from the zero value at an earlier hourly wage value than the curve for men; this shows that the proportion of women accumulates at lower values faster than that of men. The JQWTN[ YCIG CV YJKEJ | RGT EGPV QH VJG RQRWNCVKQP accumulates is the median, as shown by a broken horizontal line in each of the charts in column 2. In the case of Finland, the broken horizontal line shows that the women’s median hourly wage is at a lower level VJCPVJGOGFKCPJQWTN[YCIGHQTOGP#NUQKPVJGECUG of Finland, the curve showing how women accumulate along the range of hourly wages is consistently to the left of the same curve for men: that is, for the same RTQRQTVKQP QH YQOGP CPF OGP YCIG GORNQ[GGU| s| CU KPFKECVGF QP VJG XGTVKECN CZKU| s| VJCV RTQRQTVKQP QH women always earn an hourly wage that is below the hourly wage earned by the same proportion of men wage employees.
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away from the peak that marks the minimum wage, thus suggesting that a large proportion of them have earnings in the region of the minimum wage. However, the mean hourly wage for women in Portugal (indicated in the chart by the vertical solid line) is much higher than the median, and far from the minimum wage. This is because there are small clusters of highly paid women – illustrated by the small peaks in the upper ranges of the women’s wage distribution – whose hourly wages are pulling up the mean wage for all Portuguese women wage employees. Thus, mean and median gender pay gaps can differ because of irregularities in the way in which wage employees are dispersed across the range of hourly wages. If we now explore the wage distribution for Cabo Verde, we observe that a substantial proportion of women are located at the higher end of the wage distribution; these women pull the mean up, but that mean is not representative for most women wage earners in the population. Looking at the cumulative distribution, this shows that up to about the 40th percentile women earn wages below those of men, but from about the 40th to the 90th percentile women’s earnings are above men’s earnings; and from the 90th percentile to the very top earners the reverse is again true. Therefore, depending on which cumulative share of wage employees is selected, we could conclude that women earn more than men or that women earn less than men. This example illustrates again that a single summary measure such as the mean or the median cannot capture the complexity of the underlying wage distribution. Figure 18 shows that, without exception, in all countries where the mean and median gender pay gaps are both positive, the cumulative proportion of women wage employees at any level always earn an hourly wage that is below the hourly wage earned by the same proportion of men wage employees. This is clear because for all these countries, the curve illustrating the cumulative proportion of women up to a given hourly wage (column 2) is always to the left of the same curve for men. This is not the case for countries with negative mean or median gender pay gaps (groups 4 and 5), or for countries where both the mean and the median are negative (group 3). In countries where the mean and/or median gender pay gaps are negative, they are also characterized by irregular distribution functions with peaks and troughs, thus showing that populations are not smoothly or regularly distributed across the range of hourly wages. It is rare for these countries’ wage distributions to display long upper tails. In almost all cases the lower tails are long: this is a characteristic of emerging and low-income countries, where a signiﬁcant fraction of wage employees are located at the low end of the wage distribution, while a less representative smaller fraction receive wages at the upper end of the wage distribution. We can also see from ﬁgure 18 that irregularities in the probability distributions displayed in column 1 are more likely to occur in the case of women than in the case of men; in many instances, where women’s and men’s wage distributions are both somewhat irregular, the peaks and troughs in the wage structure are more marked for women than for men. The reason why peaks and troughs occur across the wage distribution is that women and men cluster around speciﬁc hourly wages. For example, in many cases a clustering occurs around the minimum wage, and in many of those cases the probability of ﬁnding women at that wage level is higher
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than that of ﬁnding men there. At the same time, all countries with negative mean and/or median gender pay gaps display probability distributions characterized by small clusters of women at either end of their respective wage distributions, most markedly at the upper end; these are mostly middle- and low-income countries characterized by low labour market participation rates of women in general, and in wage employment in particular. What the clustering indicates is that women are concentrated in speciﬁc ranges of hourly wages reﬂecting their “selective” labour market participation. In the case of Egypt, for example, there is no representation of women at all at the extreme low end of the wage distribution; some peaks are visible, indicating small clusters around wages up to the mean and median hourly wages; thereafter, the distribution shows a cluster of more highly paid women located towards the upper end of the wage spectrum. One problem with the simple measure of the gender pay gap is that in countries where the participation of women in wage employment is low, estimates of the gender pay gap generated by the classic mean and median measures are completely dominated and distorted by these clustering or composition effects, resulting in estimates that are difficult to interpret for the purpose of policy-making or the monitoring of trends. In countries where women’s participation as wage employees is high – mainly high-income countries and some middle-income countries – the probability of ﬁnding women across the wage distribution is also high; but even in these countries the existence of clusters and composition effects can somewhat distort estimates of the gender pay gap. The next section thus proposes a methodology to generate complementary estimates of the gender pay gap that considers these composition effects.
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Figure 18 Wage structures, selected economies Group 1: The mean and median gender pay gaps are both positive, but the mean is larger than the median (selection plotted)
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Figure 18 (cont’d) Group 2: The mean and median gender pay gaps are both positive, but the mean is smaller than the median (selection plotted)
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Figure 18 (cont’d) Group 3: The mean and median gender pay gaps are both negative (selection plotted)
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Figure 18 (cont’d) Group 4: The mean gender pay gap is negative and the median is positive (selection plotted)
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Figure 18 (cont’d) Group 5: The mean gender pay gap is positive and the median is negative (both plotted)
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5QWTEG+.1GUVKOCVGU#NNGUVKOCVGUCTGDCUGFQPFTCYKPIVJGYCIGUVTWEVWTGWUKPIVJGVTCPUHQTOCVKQPQHJQWTN[YCIGUKPVQPCVWTCNNQICTKVJOU6JGDTQMGP vertical lines in the probability distribution function show median values for women and men, respectively; the solid lines show the mean values for each gender. The broken horizontal line in the cumulative distribution function shows the point at which the population of wage employees is distributed 50:50; at that point the horizontal reading of the curves (women and men independently) show the value of the hourly wage at the median. The value is not shown on the horizontal axis, but the broken line helps to indicate the relative locations of the women’s median and the men’s median hourly wage.



8.3 A complementary measure: The factor-weighted gender pay gap This section of the report proposes and illustrates a method for generating estimates of the gender pay gap that removes some of the major composition effects caused by the existence of clusters. In essence, we group women and men wage employees into more homogeneous subgroups, and then estimate the gender pay gap in each of the subgroups. We then construct a weighted sum of all the subgroups’ speciﬁc gender pay gaps, with the weights reﬂecting the size of each subgroup in the population. Thus we arrive at an alternative to the classic way of estimating the gender pay gap – an alternative we call the “factor-weighted gender pay gap”. Box 3 illustrates in some detail the procedure of estimating a factor-weighted gender pay gap for one country (Egypt). What subgroups should be selected? Drawing on the human capital model (Mincer, 1974), it is widely accepted that education and labour market experience (age serving as an approximation of the latter) are two important indicators of the job proﬁle of wage employees. It is also acknowledged that women and men differ in their labour market participation by their hours of work – women are more likely than men to work part time. Furthermore, in almost all countries for which we have data, women wage employees are more likely than men to work in the public sector rather than the private sector. Thus we can take the factors
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$QZ| 6JGHCEVQTYGKIJVGFIGPFGTRC[ICR#PKNNWUVTCVKXGGZCORNG # HCEVQTYGKIJVGF IGPFGT RC[ ICR KU CTTKXGF CV D[ ƂTUV UGNGEVKPI C UGV QH KPFKECVQTU HCEVQTU which are important determinants of wage structures, to cluster women and men in comparable subgroups. Four factors have been highlighted as particularly relevant for the purpose, and easily available in most survey databases. These are “education”, “age”, “working-time status” (that is, full time versus part time) and “private-sector versus public-sector employment”. These factors are applied to distribute the sample into subgroups. It is preferable to keep the number of subgroups reasonably small so that one does not end up with subgroups where a few individuals, who may or may not be representative of their group, dominate the outcome. Using the proposed four factors, the variables “education” and “age” are divided into four categories each. The variables “full-time versus part-time” and “private versus public sector” already FGƂPGVYQECVGIQTKGUGCEJ#NVQIGVJGTVJGPVJGUGHQWTHCEVQTUIGPGTCVGCVQVCNQH CVOQUV subgroups, as the result of interacting 4 × 4 × 2 × 2 major subgroups. Once the subgroups are HQTOGFVJGPGZVUVGRKUVQGUVKOCVGVJGUWDITQWRURGEKƂEIGPFGTRC[ICRHQTGCEJ|s|WUKPIOGCP CPFOGFKCPTGURGEVKXGN[6JGƂPCNUVGRKUVQGUVKOCVGVJGHCEVQTYGKIJVGFOGCPCPFOGFKCP gender pay gaps, summing the weighted values of the (at most) 64 subgroups. The weight for GCEJUWDITQWR|KUKVURTQRQTVKQPCNTGRTGUGPVCVKQPKPVJGRQRWNCVKQPQHYCIGGORNQ[GGUUQVJG



CVOQUVUWDITQWR|YGKIJVUYKNNUWOWRVQ#RRN[KPIVJGUGYGKIJVUCPFUWOOKPIWRVJG YGKIJVGFUWDITQWR|IGPFGTRC[ICRUNGCFUVQCUKPINGXCNWGVJCVYGECNNVJGOGCPQTOGFKCP factor-weighted gender pay gap. The table below, using the example of Egypt, provides some details to illustrate the mechanism FGUETKDGFCDQXGCPFUJQYUVJGGHHGEVQHpENWUVGTUqKPVJGGUVKOCVKQP6JGƂTUVHQWTTQYUUJQY VJGJQWTN[CXGTCIGYCIGTGEGKXGFD[GCEJUWDITQWR|FGƂPGFCEEQTFKPIVQGFWECVKQPCNNGXGNCPF whether they hold employment in the private or public sector. The next three rows show the proRQTVKQPCNTGRTGUGPVCVKQPQHGCEJITQWR|VQVJGVQVCNRQRWNCVKQPQHYCIGGORNQ[GGU(QTGZCORNG Egyptian women educated to university degree level or above who work in the private sector CTGRCKF'I[RVKCPRQWPFU ')2RGTJQWTVJKUITQWR|TGRTGUGPVU|RGTEGPVQHCNN'I[RVKCP women who work in the private sector. Overall, however, women and men educated to university FGITGGNGXGNQTCDQXGTGRTGUGPVQPN[|RGTEGPVQHCNNYQOGPCPFOGPYJQYQTMKPVJGRTKXCVG sector; so this is the weight that the EGP4.8 would receive in a weighted calculation that broke the sample down according to educational level and public- versus private-sector employment. 1PGVJKPIYGQDUGTXGHTQOVJKUVCDNGKUVJCVVJGTGKUCRQUKVKXGIGPFGTRC[ICRKPCNNEGNNUFGƂPGF D[GFWECVKQPCPFGEQPQOKEUGEVQT+P'I[RVPGCTN[|RGTEGPVQHYQOGPYCIGGORNQ[GGUYQTM KPVJGRWDNKEUGEVQTCPFQHVJGUG|RGTEGPVCTGJKIJN[SWCNKƂGFCPFCTGRWUJKPIVJGCXGTCIG JQWTN[YCIGJKIJGTHQTCNNYQOGPYJKNGVJGHCEVVJCVCUKIPKƂECPVRTQRQTVKQPQHOGPCTGNQECVGF KP NQYGT GFWECVKQPCN ECVGIQTKGU| s| KP RCTVKEWNCT VJQUG YQTMKPI KP VJG RTKXCVG UGEVQT| s| RWNNU VJG OGPoUCXGTCIGYCIGFQYP6JGTGUWNVKUCPGICVKXGIGPFGTRC[ICRCUKNNWUVTCVGFKPƂIWTG| GXGPVJQWIJYKVJKPGCEJQHVJGUWDITQWRUFGƂPGFD[GFWECVKQPCPFRTKXCVGQTRWDNKEUGEVQTVJG IGPFGTRC[ICRKUCNYC[URQUKVKXG#NVJQWIJPQVCNNRQUUKDNGUWDITQWRU QHYJKEJVJGTGOC[DGCV most 64) are illustrated in the table, once the composition effects are accounted for by weighting WRVJG CVOQUVUWDITQWRUVJGIGPFGTRC[ICRDGEQOGURQUKVKXGCUKNNWUVTCVGFKPƂIWTG|



“education”, “age”, “working-time status” and “public-sector versus private-sector employment” as the four indicators that together will pick up the major composition effects in most, if not all, economic contexts. Whereas “education” and “age” are in line with the human capital model, the inclusion of “working-time status” and “public-sector versus private-sector employment” incorporate a specific
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$QZ| EQPVoF Table 8.1 Details of the factor-weighted gender pay gap for Egypt Educational level



Private sector Women



Men



Public sector



Men and women



Women



Men



Men and women



Average wages per hour (in EGP) Below secondary



3.4



4.5



4.4



3.4



4.4



4.3



Secondary/vocational



3.0



4.6



4.5



5.9



6.1



6.1



University and above



4.8



6.0



5.8



6.5



7.7



7.2



Overall weighted average



3.8



4.8



4.7



6.2



6.4



6.3



Percentage of the total population of wage employees Below secondary



36.8



47.0



46.2



4.4



23.3



17.0



Secondary/vocational



27.3



37.4



36.6



37.1



36.8



36.9



University and above



36.0



15.6



17.2



58.5



39.9



46.1



9 529 575



2 138 373



Total no. of wage employees in the population 759 874



8 769 701



4 318 519



6 456 892



5QWTEG+.1GUVKOCVGUWUKPIPCVKQPCNTGRTGUGPVCVKXGFCVCHTQO'I[RVUGG#RRGPFKZ|8



gender focus to better capture the composition effects that underlie women’s and men’s respective modes of participation in the labour market. Other subgroups could in principle be constructed. However, the construction of subgroups should be driven by simple and practical criteria: indicators for this purpose should be readily available in survey data, and they should be efficient at capturing the difference between women and men in the labour market. By “efficient” we mean that using only a few subgroups should be sufficient to capture such differences. This is an important criterion; if too many subgroups are used, the within-group measure of the gender pay gap loses in precision. The four factors we have selected to reduce composition effects are all widely available in most survey data, for example, in labour force surveys or integrated household labour surveys. Figures 19 and 20 show the result of applying the factor-weighted method to 64 countries for which we have data. We see that with this different methodology almost all estimates of the hourly and monthly (mean and median) gender pay gaps are now positive. Figures 21 and 22 show the gender pay gap within some selected subgroups, namely in private-sector and public-sector employment, and in full-time and part-time employment. Even though there is much diversity across countries, we see that, on average, hourly gender pay gaps are higher in the private sector than in the public sector, and among part-time than among fulltime employees.
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Figure 19 Factor-weighted gender pay gaps using hourly wages Mean gender pay gap
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5QWTEG+.1GUVKOCVGUDCUGFQPUWTXG[FCVCRTQXKFGFD[PCVKQPCNUQWTEGU UGG#RRGPFKZ|8#NNGUVKOCVGUCTGDCUGFQPVJGOGVJQFFGUETKDGFKPDQZITQWRKPI the population of wage employees according to education, age, working-time status and private-sector versus public-sector employment.
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Figure 20 Factor-weighted gender pay gaps using monthly earnings Mean gender pay gap Korea, Rep. of Chile Estonia Poland Uruguay Portugal Latvia Argentina Czech Republic Finland Australia United States United Kingdom Slovakia Canada Lithuania Italy Netherlands Cyprus Slovenia Spain Panama Hungary France Malta Norway Switzerland Sweden Luxembourg Belgium High-income
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Figure 21 Factor-weighted gender pay gaps: Private-sector versus public-sector employment (mean hourly wages) Private-sector gender pay gap
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5QWTEG+.1GUVKOCVGUDCUGFQPUWTXG[FCVCRTQXKFGFD[PCVKQPCNUQWTEGU UGG#RRGPFKZ|8#NNGUVKOCVGUCTGDCUGFQPVJGOGVJQFFGUETKDGFKPDQZITQWRKPI the population of wage employees according to private-sector versus public-sector wage employment.
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Figure 22 Factor-weighted gender pay gaps: Full-time versus part-time employment (mean hourly wages) Full-time gender pay gap
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An interesting exercise is to plot the factor-weighted gender pay gap against the raw gender pay gap shown in ﬁgure 14 (using in each case the mean hourly wage), grouping these comparisons according to the ﬁve-group classiﬁcation in ﬁgure 18. Figure 23 depicts the result of this comparison, and shows that using the factor-weighted method has an impact on gender pay gap estimates in almost all countries. In only one country (Bangladesh), the factor-weighted mean hourly wage gender pay gap is positive. In some cases the factor-weighted gender pay gap is smaller than the standard gender pay gap, but in most cases it is wider. In group 1 countries where the raw mean was relatively low, the factor-weighted method leads to higher values, whereas in those countries where the raw mean gap was high, the factor-weighted method seems to adjust the value downward. In the case of group 2, where the raw mean hourly wage gender pay gap was estimated below the median hourly wage gender pay gap, the factor-weighted method seems to adjust the mean gap upward. For all countries in groups 3 and 4, where the mean gender pay gap was negative, the factor-weighted method corrects the sizeable distortion of the composition effects in the population and gender pay gap estimates show that in fact women in these countries are on average paid below what men are paid. In countries with positive mean but negative median gender pay gaps (group 5), the adjusted value either increases or decreases. Finally, ﬁgure 23 also compares estimates for the simple and factor-weighted global gender pay gaps, showing that with the factor-weighted estimate the gender pay gap increases from about 16 to 19 per cent. The case of Namibia may be used as an illustration of how estimates of the gender pay gap can turn from negative to positive with the factor-weighted method. Figure 14 suggests that in Namibia the hourly wage mean gender pay gap is negative (−6.5 per cent). However, estimates in ﬁgure 21 show that the mean hourly wage gender pay gap is positive both among workers employed in Namibia’s public sector (1.4 per cent) and among workers employed in the private sector (10.4 per cent). The two subgroups together represent the complete population of wage employees in the country. Applying weights to the corresponding groupspeciﬁc gender pay gaps, and summing the two values, leads to a factor-weighted gender pay gap of 2.7 per cent. This differs from the 18.9 per cent mean gender pay gap displayed in ﬁgure 19, although in that case the “weighting” is performed over several subgroups (potentially as many as 64). However, even just using a single factor – private-sector versus public-sector employment – the estimate arrives at a value that is somewhat more congruent (at least in sign) with the ﬁnal and more reﬁned estimate for Namibia in ﬁgure 19. There are other merits to this proposed method. One advantage is that the mean and median factor-weighted gender pay gaps are closer in value than in the classic measures of gender pay gaps.6 This is advantageous notably because the choice of mean or median is often a subjective one by researchers or analysts, and 6. With the factor-weighted method, the correlation coefficient between mean and median gender pay gaps on hourly wage in ﬁgure 19 is 92.7 per cent, compared to the 83.2 per cent correlation coefficient between mean and median gender pay gaps in ﬁgure 14; using monthly earnings, the correlation coefﬁcient increases from 77.1 per cent (ﬁgure 15) to 90.8 per cent (ﬁgure 20).
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Figure 23 Comparing raw gender pay gaps and factor-weighted gender pay gaps using OGCP|JQWTN[YCIGKPDQVJECUGU%NCUUKƂECVKQPDCUGFQPTCPMKPIEQWPVTKGU
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that subjective choice of one over the other can sometimes be a source of controversy in policy-making. Using the factor-weighted gender pay gap, and thereby narrowing the distance between mean and median estimates, helps to reduce the likelihood of such controversy. Another advantage is that, because factor-weighted estimates of gender pay gaps control for some major composition effects, they lend themselves more readily to comparisons between countries. Likewise, within a single country, the factor-weighted gender pay gap controls for some composition effects that can vary over time, whether for structural or cyclical reasons; this means that a time series of factor-weighted gender pay gaps is a useful complementary tool with which to analyse the evolution of gender pay gaps over time, in a given country.7



7. It is important to emphasize that the proposed factor-weighted gender pay gap is not equivalent to an estimate of the adjusted gender pay gap: the latter requires the use of other techniques, for example the identiﬁcation of a counterfactual distribution, to identify and exclude that part of the gap arising from differences in endowments between women and men (see Fortin, Lemieux and Firpo, 2011). This issue is addressed in the next section of the report (in particular, see section 9.2).
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What are the factors that lie behind the gender pay gap?



Why do women generally earn less than men? We begin by estimating the gender pay gap at different points in the hourly wage distribution. This can shed light on the potential impact of different policies on the overall gender pay gap. It is thus important to know where in the wage distribution the gender pay gap is widest. To complement this information, we also estimate the proportion of women in different parts of the wage distribution, showing the extent to which women are over-represented at the lower end of the wage distribution, or under-represented at the upper end. We then seek to decompose the gender pay gap, at different parts of the distribution and overall, into a component that can be “explained” by differences in the labour market attributes of women and men and a component that is “unexplained” by such characteristics. The report goes on to discuss what lies behind the unexplained component of the gender pay gap, including the lower returns for education of women within the same occupations, the effects on wages of the feminization of occupations and workplaces, and the effect of the parenthood status of women and men on their respective wages.



9.1 Estimating the gender pay gap across the hourly wage distribution In this section we start by estimating and analysing the gender pay gap at different points in the hourly wage distribution; in particular, at each of the nine quantiles that split the distribution into ten equally sized groups.8 The estimation of the gender pay gap at different locations in the wage distribution is a useful tool as it can shed light on the potential impact of particular policies on the gender pay gap. For example, introducing a minimum wage could reduce the gender pay gap at lower wage levels, collective pay agreements could have the same effect in the middle of the wage distribution, while policies that promote a greater representation of women in senior and highly paid positions could have a positive effect at the top levels. Figure 24 shows the gender pay gap at each quantile (Q1–Q9) of the hourly wage distribution for a selection of countries that covers the four income groups (high, upper-middle, lower-middle and low). The ﬁrst thing to note is that the gender pay gap varies across the distribution for all countries shown in the illustration. 8. A quantile is a value of a distribution that splits the data into equally sized groups. For example, the median is a threshold value that splits the data into two equally sized groups; a quartile is one of the three threshold values that splits a distribution into four equally sized groups; and a decile is one of the nine threshold values that splits a distribution into ten equally sized groups. The term “quantile” is a term that encompasses all these various terms (median, quartile, decile, centile, etc.), as long as the threshold serves to split the data into equally sized parts. This report will use the term “quantile” unless it is necessary to distinguish explicitly a speciﬁc division of the distribution into non-equal parts. The consistent use of the term “quantile” avoids confusion with the fact that the term “decile” is sometimes also used to refer to the average value of the distribution between two of the nine thresholds of a distribution split into ten parts. In this report, the terms “quantile”, “decile” or “centile” always refer to thresholds in the distribution.
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Figure 24 Gender pay gaps across the wage distribution for selected countries, latest years High-income countries Belgium
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Figure 24 (cont’d) Lower-middle income countries Bangladesh
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There seems to be a tendency for the gender pay gap to increase as we move from lower to higher points in the hourly wage distribution, although this is by no means apparent for all countries. Among high-income countries, the widening of the gender pay gap at the upper end of the distribution is striking: in the case of Belgium, for example, the gender pay gap is about 3 per cent at the bottom quantile but increases to about 13 per cent at the top quantile. In Canada, Cyprus and Poland the widening gap starts to narrow again towards the very top of the range. Interestingly, in the case of Poland there is a negative gender pay gap at the ﬁrst quantile. Estimates from other income groups (upper-middle, lower-middle and low income) show somewhat more diversity. In several of the countries illustrated, the irregular shapes can in fact be the result of very small groups of women wage employees in that labour market. When we compare a relatively small number of women to a larger and more diverse group of men, at the same point in the wage distribution, the result can be disproportionately inﬂuenced by the presence of very few women at that wage level. This is what is known as the small sample (bias) effect. Figure 25 shows the respective shares of women and men at different locations of the wage distribution, for the same selection of countries as in ﬁgure 24. These charts point towards a common pattern in labour markets across the world: as we move from lower to higher hourly wages the proportion of women declines, in some cases sharply. For example, women make up 50 per cent of the bottom 1 per cent of wage earners in Belgium, but only about 26 per cent of the top 1 per cent; in Pakistan, women account for almost 90 per cent of wage earners in the bottom 1 per cent but just 9 per cent in the top 1 per cent. In Jordan, Bangladesh and Egypt – and to a lesser extent in Mexico, Nepal, The Gambia, South Africa and the United Republic of Tanzania – women are under-represented in all hourly wages. In fact, across the world, a sizeable proportion of women are left out of wage employment. In the case of high-income countries, reduced participation of women in wage employment may be the consequence of motherhood status, whereas in middle- or low-income countries not being in wage employment may also be an indicator of participation in own-account work in the informal economy. Rather than looking at the different pictures provided by the data for each individual country, it can be more informative to explore patterns that emerge when results are compared for a wide range of countries. Figures 26, 27 and 28 show this for the gender pay gap, and the share of women and men, respectively, at the lower and upper ends of the hourly wage distribution. In ﬁgure 26 we observe two things: among high-income countries the gender pay gap is wider at the top than at the bottom. Clearly, although both the “sticky ﬂoor” and the “glass ceiling” effects are present in these countries, the glass ceiling effect is far more prominent, even though on average it may affect fewer women, as shown in ﬁgures 24 and 25. In contrast, for low- and middle-income countries, ﬁgure 26 shows that at the low end of the wage distribution, where women are proportionally over-represented – and, therefore, where the estimates are more likely to be statistically signiﬁcant – the gender pay gap is wider than it is at the top. It is also interesting to see that the gender pay gap at the bottom of the wage distribution is greater among lower-income countries than among higher-income countries.
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Figure 25 Share of women and men by top and bottom centiles and intervening deciles of the hourly wage distribution, selected countries, latest years High-income countries Belgium
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Figure 25 (cont’d)
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Figure 27 Share of women and men at the bottom and top centiles of the hourly wage distribution, latest years Women Men
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Figure 28 Share of women and men at the 2nd–10th centiles and 91st–99th centiles of the hourly wage distribution, latest years Women Men
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In essence, estimating gender pay gaps at different points across the wage distribution is more informative than a single summary measure of the gender pay gap. In particular, when women’s participation in wage employment is low – as, for example, in low- and lower-middle income countries such as Egypt, Pakistan and Tunisia, where the participation of women in the labour market overall (as wage employees or in any other type of employment) is 25 per cent or less – a far more reliable estimate is derived when the calculation focuses on that section of the wage distribution where women are concentrated.



9.2 What part of the gender pay gap can be explained by differences in the characteristics of women and men in the labour market? &GEQORQUKPIVJGIGPFGTRC[ICRCVFKHHGTGPVNQECVKQPU KPVJGJQWTN[YCIGFKUVTKDWVKQP The next step in our quest to understand the gender pay gap is to decompose gender pay gaps into an “explained” and an “unexplained” part. The explained part refers to the part of the gender pay gap that can be explained by differences in labour market attributes or characteristics (human capital endowments, job characteristics and workplace characteristics), whereas the unexplained part indicates how much of the gender pay gap cannot be explained by differences in those attributes or characteristics. We use the decomposition techniques proposed by Fortin, Lemieux and Firpo (2011) to decompose the explained part of the gender pay gap and thus isolate it from the unexplained part. These are not the only decomposition techniques available, but thus far they have proved to provide more reliable outcomes than others.9 In essence, the technique involves three steps. The ﬁrst step is to select a set of attributes and characteristics that normally explain differences in wages between individuals (see table 9.1). The second step consists in estimating a “counterfactual” distribution of wages for women; this represents the wages that women would have earned had they received the same return for their labour market attributes or characteristics as men. The third step involves using the counterfactual distribution to decompose the gender pay gap between that which can be explained and that which cannot be explained by the attributes and characteristics. Box 4 provides an explanation of how these three steps work in practice, while Appendix VI lays out the methodology in more detail.



9. Other decomposition techniques (e.g. those proposed by Machado and Mata, 2005) would provide similar results but have lost many followers owing to their signiﬁcant computational requirements and in the light of advances in alternative methods in recent years. Another alternative is propensity score matching (as proposed by Ñopo, 2008), which was used to decompose the gender pay gap in an earlier edition of the Global Wage Report (ILO, 2014). One important advantage of using the technique proposed by Fortin, Lemieux and Firpo (2011) is the construction of a counterfactual that considers all women in the sample, whereas in propensity score matching the techniques often rely on the selection of a few women as counterfactuals.
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Table 9.1 Labour market endowments, attributes and characteristics for the decomposition of the gender pay gap Group



Variables



Notes



Endowments



• #IG • Education (categories) • Years of experience



• In the case of the SES, years of experience are substituted for “tenure” in current employment. • Countries vary in terms of the number of educational ECVGIQTKGUCNVJQWIJOQUVYKNNKFGPVKH[HQWTQTƂXG



GI|PQGFWECVKQPDGNQYRTKOCT[NQYGTUGEQPFCT[ JKIJ|UEJQQNXQECVKQPCNWPKXGTUKV[CPFCDQXG



Job attributes (or characteristics)



• Working time • Contractual conditions • Occupational categories



• “Working time” can be a continuous variable or a dummy variable to identify full time versus part time (following VJGKPVGTPCVKQPCNFGƂPKVKQPIKXGPD[VJG1'%& • “Contractual conditions” implies a dummy variable to distinguish between permanent and temporary contracts. • The occupational categories for all countries follow the KPVGTPCVKQPCNENCUUKƂECVKQPEQFG+5%1QT+5%1



Workplace characteristics



• Industrial category for production (principal economic activity) • Size of the enterprise • Public or private sector • Regional location • Urban versus rural area • Type of collective pay agreement



• The industrial categories for almost all countries follow VJGKPFWUVTKCNENCUUKƂECVKQPIKXGPD[0#%'4GX • The size of the enterprise is usually declared in categories (micro, small, medium and large). • Type of collective pay agreement is an indicator available only for SES countries.



Personal characteristics



• Belongs to a union • Is a migrant (not considering internal migration) • Works as domestic worker • Formal versus informal employment



• 6JGUGXCTKCDNGUsGZEGRVHQTpDGNQPIUVQCWPKQPqCPF “is a migrant” are available for low- and middle-income EQWPVTKGUQPN[6JGGZEGRVKQPKU#WUVTCNKCYJGTGVJG XCTKCDNGpFQOGUVKEYQTMGTqECPDGKFGPVKƂGF



0QVGU+5%1+PVGTPCVKQPCN5VCPFCTF%NCUUKƂECVKQPQH1EEWRCVKQPU0#%'5VCPFCTF%NCUUKƂECVKQPQH'EQPQOKE#EVKXKVKGUKPVJG'WTQRGCP Community, OECD = Organisation for Economic Co-operation and Development; SES = Structure of Earnings Survey. Not all variables are CXCKNCDNGHQTCNNEQWPVTKGUKPVJGFCVCUGV UGG#RRGPFKZ8#NOQUVCNNKFGPVKH[VJGHQNNQYKPICIGGFWECVKQPGZRGTKGPEGYQTMKPIVKOG contractual conditions, occupational category, industrial code (principal economic activity) and rural/urban location. Exceptionally, in the ECUGQHVJG7PKVGF5VCVGU%WTTGPV2QRWNCVKQP5WTXG[TCEGKUCNUQKFGPVKƂGFCPFCFWOO[HQTpYJKVGqXGTUWUCNNQVJGTTCEGUKUWUGFKPVJG decomposition of the gender pay gap for this country. In countries where the variable “occupational category” included a single category for “domestic worker” the latter was joined with “unskilled” and the dummy for “domestic workers “ was included independently.



This decomposition of the gender pay gap offers several beneﬁts. First, identifying the part of the gender pay gap that can be explained by labour market characteristics can help policy-makers in designing policies that target differences in endowments and characteristics between women and men: for example, by reducing differences in educational attainment or by encouraging women and men to diversify across occupations or sectors. Second, if the size of the unexplained component is large, this may suggest that reducing the gender pay gap also requires measures to eliminate pay discrimination and promote legal frameworks and policies conducive to equal pay for work of equal value between women and men.
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$QZ &GEQORQUKPIVJGIGPFGTRC[ICR#PKNNWUVTCVKXGGZRNCPCVKQP The decomposition of the gender pay gap consists of three steps. First, a set of attributes or EJCTCEVGTKUVKEU|s|VJCVKUQDUGTXGFKPFKECVQTUKPUWTXG[FCVC|s|CTGUGNGEVGFQPVJGDCUKUQHVJGKT relevance in the wage determination process. Table 9.1 shows the attributes and characteristics selected for the decomposition of the gender pay gap in this report: the selection is based on the CXCKNCDKNKV[QHVJGUGKPFKECVQTUKPGCEJQHVJGUWTXG[UFGUETKDGFKP#RRGPFKZ|80QVCNNKPFKECVQTU are always available for all countries, and some are exclusive to particular economic contexts (see PQVGUVQVCDNG| In the second step, econometric techniques are applied, using the observed attributes or characteristics, to generate a counterfactual wage distribution which represents the wages that women would have earned had they received the same returns for their attributes and characteristics CUOGP 6JGOGVJQFKUFGUETKDGFKPFGVCKNKP#RRGPFKZ|8+1PEGVJGEQWPVGTHCEVWCNFKUVTKDWtion is econometrically computed, we have three wage distributions: the wage distribution for men, the wage distribution for women and the counterfactual wage distribution for women. The three distributions can be compared at any of their quantiles, for example at the median. Let WUUC[VJCVCVVJGOGFKCPVJGJQWTN[YCIGHQTOGPKUEQKPUCPFVJCVHQTYQOGPKU|EQKPU VJKU OGCPU| VJCV| CV VJG OGFKCP VJG IGPFGT RC[ ICR KU | RGT EGPV .GV WU CNUQ CUUWOG VJCV CV|VJGOGFKCPVJGEQWPVGTHCEVWCNJQWTN[YCIGGSWCNUEQKPUVJKUTGRTGUGPVUVJGOGFKCPYCIG VJCV|YQOGPYQWNFJCXGGCTPGFKHHQTVJGKTCEVWCNpCXGTCIGqGPFQYOGPVUCPFCVVTKDWVGUVJG[ were paid the same as men are paid for their attributes at the median. Here the word “average” is important because it denotes approximately the same endowments, implying that in a comparison of several indicators, women (or men) can have more or less of one or more attributes (for example, more education but fewer years of experience). Going back to the comparison, the distance between what men get (10 coins) and what women would have got given their labour market characteristics had they been men (9 coins) is explained by the difference in attributes. The rest, namely the difference between what women would have got, given their labour market characteristics, had they been men (9 coins) and what they actually get (6 coins) cannot be explained by attributes or endowments. Therefore, the difference between what women should get for their endowments (9 coins) and what they actually get (6 coins) is attributable to the fact that women are getting lower returns from their labour market endowments and characteristics at the median; this difference is called the unexplained or structural part of the gender pay gap. The construction of the counterfactual helps to identify the fact that women can have a different wage UVTWEVWTG from men, not because they have different endowments but because they also get FKHHGTGPVTGVWTPUHTQOUWEJGPFQYOGPVU|s|JGPEGVJGYQTFpUVTWEVWTCNqKUUQOGVKOGUGORNQ[GF to denote the unexplained part of the gender pay gap. In the example, the unexplained part of the gender pay gap is 3 coins. In sum, the hypothetical example illustrates a situation where the VQVCNIGPFGTRC[ICRCVVJGOGFKCPECPDGFGEQORQUGFKPVQVYQRCTVUVJGGZRNCKPGFRCTV |RGT EGPVCPFVJGWPGZRNCKPGFRCTV |RGTEGPV 6JGVJKTFCPFƂPCNUVGRKPVJGFGEQORQUKVKQPEQPUKUVUKPCRRN[KPICV[RGQHTGITGUUKQPCPCN[UKU known as unconditional quantile regression, to each quantile (for a detailed and very enlightening application of unconditional quantile regression on gender pay gaps, see Chi and Li, 2008). This SWCPVKƂGUJQYOWEJGCEJQHVJGCVVTKDWVGUEQPVTKDWVGUVQGCEJQHVJGVYQRCTVUQHVJGICRVJG GZRNCKPGFCPFVJGWPGZRNCKPGF HQTOQTGFGVCKNUQPVJKUUGG#RRGPFKZ|8+#RQUKVKXGEQPVTKDWVKQP from a given endowment to the explained part implies that, compared to women, men have more of a particular endowment that is well rewarded at that quantile. For example, on average men OC[JCXGOQTGGFWECVKQP|s|QTVJGOQTGTGNGXCPVV[RGQHGFWECVKQP|s|VJCPYQOGPCVVJCVSWCPVKNG#PGICVKXGEQPVTKDWVKQPKORNKGUVJCVYQOGPJCXGOQTGQHUWEJCVVTKDWVGUQTGPFQYOGPVU compared to men (and hence should in principle be better paid than men). 
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$QZ EQPVoF In our decomposition, the unexplained part is positive when the returns that women should get HTQO VJGKT GPFQYOGPVU CPF CVVTKDWVGU CTG JKIJGT VJCP YJCV VJG[ CEVWCNN[ IGV #NVGTPCVKXGN[ KV OKIJVDGVJCVVJGWPGZRNCKPGFRCTVQHVJGIGPFGTRC[ICRKUPGICVKXG6JKUYQWNFTGƃGEVCUKVWation where women are getting returns that are above those that they should get on the basis of their labour market endowments and attributes. Once the decomposition into the explained and the unexplained parts of the gender pay gap JCUDGGPECTTKGFQWVVJGCRRNKECVKQPQHVJGTGITGUUKQPCPCN[UKUNGCXGUDGJKPF|s|CVGCEJSWCPVKNG|s|VYQQVJGTEQORQPGPVUQHVJGIGPFGTRC[ICRVJCVPGGFEQPUKFGTCVKQPQPGKUVJGUQECNNGF pTGUKFWCNqQTUVCVKUVKECNNGHVQXGTYJKEJUJQWNFDGHCKTN[UOCNNKHVJGOQFGNURGEKƂECVKQP|s|KPVJG RTGUGPVECUGVJGKPFKECVQTUUGNGEVGFVQKPVGTRTGVYCIGU|s|KUCEEWTCVGCPFECRVWTGUVJGYCIGFGtermination process well; the other is a component that gathers together everything that cannot be explained by either women’s or men’s endowments or characteristics or the returns thereon, at least in so far as these characteristics are observed in the data. In econometrics this is known as the “constant” term and can cover, for example, the effects on wages of general macroeconomic tendencies, seasonal factors such as the weather, and anything else that may affect the YCIGFGVGTOKPCVKQPRTQEGUUDWVKUPQVURGEKƂEVQKPFKXKFWCNUKPVJGRTQEGUUQHRTQFWEVKQP+P theory, the estimate of this “unknown” part, which captures the difference between women and men with respect to labour market trends common to all, should be small; for example, there is no reason why, on average, macroeconomic outcomes, weather forecasts, and so on, should JCXGCFKHHGTGPVKORCEVQPYQOGPoUCPFOGPoUYCIGU#VCPKPFKXKFWCNNGXGNVJGEQPUVCPVECP also pick up factors such as the cognitive ability of individuals that may have an impact on their productivity and, therefore, on their wages. But again, the distribution of ability should be identical between women and men in the population, on average. The constant term can also, however, pick up on differences that are well rooted in society and affect women and men differently, such as gender stereotypes relating to motherhood and fatherhood, the value that society places on certain economic sectors or occupational categories YJGTGYQOGPCPFOGPCTGENGCTN[RQNCTK\GFCOQPIQVJGTU0QVYKVJUVCPFKPIVJGFKHƂEWNVKGUVJCV applied econometrics has in interpreting the difference in the constant term between women and men, we interpret this component of the gender pay gap related to the constant as an element VJCVCFFU|s|GKVJGTRQUKVKXGN[QTPGICVKXGN[|s|VQVJGWPGZRNCKPGFRCTVQHVJGIGPFGTRC[ICR #NVJQWIJVJGRQVGPVKCNGHHGEVTGUWNVKPIHTQOQOKVVGFXCTKCDNGUKUPQVPGINKIKDNGVJGKPFKECVQTUKPVCDNG UJQWNFKPRTCEVKEGRTQXKFGCHCKTN[EQORNGVGURGEKƂECVKQPHQTVJGFCVCIGPGTCVKPIRTQEGUU9JCVKUOQTGQHC worry is the fact that many of the variables included in the set are categories, and these categories enter as independent indicators in the regression process. The econometric techniques require that at least one category of each categorical variable is excluded from the regression, thus complying with the usual requirement QHGZENWUKQPTGUVTKEVKQPUHQTKFGPVKƂECVKQP5GNGEVKPIYJKEJECVGIQT[VQGZENWFGKUCPCTDKVTCT[EJQKEGCPF FGRGPFKPIQPVJKUEJQKEGVJGEQGHƂEKGPVCUUQEKCVGFYKVJVJGEQPUVCPVVGTOECPJCXGQPGXCNWGQTCPQVJGT This limitation at the interpretation of the constant term in the decomposition has been highlighted (see (QTVKP.GOKGWZCPF(KTRQRRs1PGUQNWVKQPVQVJKURTQDNGOKUVQEQPXGTVGCEJECVGIQT[KPVQ VYQ|s|HQTGZCORNGKPUVGCFQHJCXKPIVGPECVGIQTKGUQHKPFWUVTKCNUGEVQTUCPFGZENWFKPIQPGCTDKVTCTKN[VQETGCVG a binary outcome that sets “trade” against “other sectors”, and excludes “other sectors”. This controls for some of the effects of arbitrarily excluding a category, but at the expense of weakening the explanatory power of the indicators included in the pursuit of estimating the weights. We have actually proceeded with this as an GZRGTKOGPVCPFJCXGQDVCKPGFUKOKNCTTGUWNVUHQTVJGVQVCNWPGZRNCKPGFRCTVQHVJGIGPFGTRC[ICR|s|CNDGKVYKVJ UQOGOQFKƂECVKQPUKPVJGGZRNCKPGFRCTVCPFVJGTGUKFWCNUCUYQWNFDGGZRGEVGF6JGTGHQTGYGEQPUKFGT VJCVQPCSWCNKVCVKXGDCUKUVJGRQNKE[EQPENWUKQPUQHQWTCPCN[UKUYQWNFPQVEJCPIGUKIPKƂECPVN[KHYGWUGF different arbitrary exclusions. One way to control for the possible effects on the constant is always to exclude those categories that would apply more to men than to women. Thus, for all countries and all the decompositions we used the following exclusions: older age group; working in the mining/quarrying or construction/utility sectors; CEO or manager as occupational category; working in the private sector; working full time rather than part time; working in larger enterprises; and working with a permanent contract. Since all these exclusions CTGRQVGPVKCNN[ENQUGTVQFGƂPKPICOCPTCVJGTVJCPCYQOCPKPVJGNCDQWTOCTMGVVJGGZENWUKQPTGUVTKEVKQPU are not arbitrarily selected but are related to the condition of being a woman or man in the labour market.
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6JGGZRNCKPGFCPFWPGZRNCKPGFRCTVUQHVJGIGPFGTRC[ICRCVFKHHGTGPV NQECVKQPUQPVJGYCIGFKUVTKDWVKQP5QOGEQWPVT[GZCORNGU Figure 29 shows the decomposition of the gender pay gap for a selection of countries and at each location on the hourly wage distribution. Each chart shows three components at each quantile, which together represent the explained and unexplained parts of the gap. Among the elements of the explained part we single out “education”, so that the second component, labelled “other factors”, represents the explained part, minus the speciﬁc element “education”. The sum of the three parts at each quantile represents the gender pay gap at that quantile. It is worth noting here that some of the countries illustrated in ﬁgure 29 also appear in ﬁgure 24, so that comparisons can be made. We see that the relative importance of the explained and unexplained components in different parts of the distribution varies from country to country. Among high-income countries, for example in the United States, the gender pay gap is largely unexplained throughout the wage distribution although education plays its part at explaining the low end. In Cyprus or Hungary, the picture is slightly different: at the bottom of the distribution, the gender pay gap can be explained by differences in attributes and characteristics, but in the upper parts of the distribution it remains unexplained. In some countries, for example in Norway or Spain, it appears that the gender pay gap remains mostly unexplained, especially at the upper end of the wage distribution. For middle- and low-income countries the picture is even more mixed: while the gender pay gap can be explained by differences in attributes and characteristics in most parts of the wage distribution in countries such as Jordan, Madagascar or Tunisia, it remains mostly unexplained throughout the distribution in China, Pakistan or Viet Nam. In Brazil, the gender pay gap is explained at the bottom and in the middle, whereas in other countries the relative importance of the explained and unexplained parts of the gender pay gap varies from quantile to quantile. As noted above, in middle- and low-income countries the labour force participation of women is lower and they are often located at the low end of the wage distribution (see ﬁgure 25), so that estimates for these countries – in particular at the upper quantiles – may be less precise. What about the role of education? As highlighted in box 4, when the “education” component is positive, this can be either because men have greater educational attainment than women at a given quantile or because, on aggregate, men possess a type of education that pays more at this quantile – even though women may in fact have more years of education. The latter would show that women are “overqualiﬁed” at the particular quantile. When the explained component at a quantile is negative on account of education, this may indicate that women are more qualiﬁed than men (and that if all other attributes and characteristics were the same women should thus in principle earn higher wages than men at that quantile). In order to better understand this aspect of the decomposition, we look at the example of Cyprus, where women score better than men in education at the low end of the wage distribution. This is confirmed in Appendix  VII which shows, for a large number of countries, the educational score of women vis-à-vis the educational score of men, at each quantile.
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Figure 29 Decomposition of the gender pay gap, isolating the explanatory effect of education, selected countries, latest years Education Unexplained Other factors
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Figure 29 (cont’d) Education Unexplained Other factors
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Figure 29 (cont’d) Education Unexplained Other factors
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Figure 29 (cont’d) Education Unexplained Other factors
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Hence, if there were no other differences in labour market attributes or characteristics, in Cyprus women would be expected to earn 19 per cent more than men in the bottom quantile of the wage distribution. However, because of differences in other labour market attributes and characteristics, the gender pay gap turns positive in favour of men: this is clearly shown in ﬁgure 24, where the gender pay gap for Cyprus at the bottom quantile is 7 per cent. Overall, in high-income countries and in most quantiles, education explains only a small portion of the gender pay gap. Furthermore, its sign is most frequently negative: when education explains part of the gender pay gap, most of the time it contributes to reduce it rather than to increase it. Even in places where education contributes positively to the gender pay gap this may not necessarily mean that men are more educated than women. The chart for Norway in ﬁgure 29 provides an interesting example. Here, at the lower end of the wage distribution, there is a positive gender pay gap which can be partly explained by differences in educational attainment between women and men. This is not because men are more educated than women (Appendix VII shows that in Norway women score higher than men in education at the low end of the wage distribution), but rather because women are “overqualiﬁed” when they are found at the low end of the distribution: in other words, they are on average educated to a higher level than that associated with the (qualiﬁcations that bring the) highest returns at that quantile. Just to illustrate this point, there may be more women with university degrees at the low end of the wage distribution but more men with vocational training, and it is the latter that is associated with higher returns for education at the low end of
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the distribution. This being said, in Hungary and Slovakia men score higher in education than women at the low end of the wage distribution (see Appendix VII) and this explains part of the gender pay gap. In these two countries the estimates serve to indicate a need for some policy action to reduce the gender pay gap by enhancing the education of low-qualiﬁed women. Among middle- and low-income countries, we observe that education is an important determinant of the gender pay gap in Jordan or in the lower half of the distribution in Ukraine. However, here too, education contributes to reducing rather than increasing the gender pay gap (mostly because women score higher than men in education within deciles, as illustrated in Appendix VII) in all or parts of the distribution in countries such as Brazil, Indonesia or South Africa. In The Gambia, Malawi, Nepal or Sri Lanka differences in educational attainment between women and men play almost no role in explaining gender pay gaps within quantiles.



6JGGZRNCKPGFCPFWPGZRNCKPGFRCTVUQHVJGIGPFGTRC[ICR #EQORCTKUQPCETQUUEQWPVTKGU One interesting exercise is to take a weighted average of each of the three components identiﬁed in ﬁgure 29 across the wage distribution for each country. Figure 30 shows the results, comparing countries by income group. We see that in all income groups, the gender pay gap remains mostly unexplained by differences in labour market attributes and characteristics between women and men. There are exceptions, of course, as well as country variations. Among high-income countries, differences in attributes and characteristics still have sizeable effects on the gender pay gap in countries such as Chile, Republic of Korea or Slovenia. Among middle- and low-income countries, the same is true of Albania, Brazil, Madagascar, Namibia, Russian Federation, United Republic of Tanzania, Thailand, Tunisia or Turkey. But in most countries, the largest part of the gender pay gap remains unexplained. In high-income countries, education contributes on average less than 1 percentage point of the gender pay gap, through it contributes much more in some individual countries such as in Chile, the Republic of Korea, Slovakia or the Czech Republic. This general ﬁnding is hardly surprising since in high-income countries the educational attainment of women in paid employment is in the vast majority of countries, and across all rankings of the wage distribution, higher than the educational attainment of men, as shown in Appendix VII; lower educational attainment thus cannot be an explanation for the gender pay gap. More surprisingly perhaps, lower educational attainment is also not so much of a factor in explaining the gender pay gap in a majority of low- and middle-income countries. This may initially seem surprising, because women have generally lower educational attainments than men in many of these countries. In practice, however, a large share of low-educated women stay out of the labour market or work as own-account workers rather than paid employees. If anything, women in paid employment tend to be more educated than men within similar occupational groups (see Appendix VII).
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Figure 30 (cont’d) Upper-middle income countries China
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Figure 30 (cont’d) Lower-middle and low-income countries The Gambia
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9.3 Understanding what lies behind the unexplained part of the gender pay gap: The undervaluation of women’s work and the motherhood pay gap What lies behind the unexplained part of the gender pay gap? We turn to the question of whether women obtain lower returns for educational attainment than men within the same occupation and whether wages are generally lower in highly feminized occupations and enterprises. Finally, we highlight the issue of the wage penalty for women who are mothers and the possible existence of a premium for men who are fathers. 6JGYCIGUQHYQOGPCPFOGPKPVJGUCOGQEEWRCVKQP The decomposition in ﬁgure 29 shows that much of the gap in earnings remains unexplained. Could it be that women tend to have lower wage returns for their education than men, even when they work in the same occupation? Figure 31 begins to explore this question by comparing the proportion of women and men within each of the occupational categories.10 The charts show that the share of women in the lower occupational categories (unskilled, low-skilled or semi-skilled) is almost everywhere much higher than the share of women in the top occupational categories (CEOs and corporate managers). For example, in Finland, only 20 per cent of CEOs are women, whereas about 70 per cent of semi-skilled jobs are occupied by women. This illustrates “vertical occupational segregation” – that is, the clustering of men at the top of occupational hierarchies and of women at the bottom. These differences in occupations between women and men are part of the explained component of the gender pay gap (see table 9.1). However, the same ﬁgure shows that within occupational categories and in almost all countries – in fact, in all but nine of the 64 countries for which we have data – women score just as high or higher in education than men, the line showing the “Score in education” for women being nearly always above the line for men; we note that these results are consistent with the estimates in Appendix VII, where the same scores in education are shown but where women and men were compared within an earnings decile rather than within occupational categories.11 Therefore, 10. All 64 databases used in this report include a classiﬁcation of occupations in accordance with the International Standard Classiﬁcation of Occupations (ISCO), based on either the 1988 classiﬁcation (ISCO-88) or its 2008 update (ISCO-08). The original classiﬁcation separates individuals into several minor and major groups. The data sets provided for analysis further aggregated the two-digit classiﬁcation (i.e. the ten major groups) into a smaller number of groups (ﬁve to eight). In general, the following can be distinguished: managerial positions, professional jobs, technical jobs, semi-skilled occupations and unskilled occupations; in some instances, the disaggregation allows for the independent identiﬁcation of the group “domestic workers”. For detailed information on the ISCO classiﬁcation, see: http:// www.ilo.org/public/english/bureau/stat/isco/isco08/. 11. The education scores displayed in ﬁgure 31 are derived in the same way as those used to compare women’s and men’s educational attainments in Appendix VII. The data do not provide the “years of education” achieved by each individual, which would have been ideal for this exercise. Instead, we use a category that deﬁnes the educational achievement of individuals in categories: this can be “no formal education”, “primary”, “some secondary”, “completed secondary with or without vocational training” or “university studies”. To each of these categories we assign a number that explains the relative value
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on average, it seems that women’s educational attainment is better than or equal to men’s within each occupational class. Despite this, the charts also show that for almost all occupational categories and in almost all countries, the gender pay gap remains positive and sizeable. This shows that within occupational categories women have lower returns from education than men. This may be the result of a range of factors, from pay discrimination at the workplace to “horizontal segregation”, whereby at the same occupational level (that is, within occupational classes or even occupations themselves) women and men have different job tasks.



9CIGUKPJKIJN[HGOKPK\GFQEEWRCVKQPU Another issue relates to the possible undervaluation of women’s work in highly feminized occupations. Some of the 64 countries in our database allow for a more reﬁned breakdown of occupational categories: these include for example the European economies,12 Canada, Pakistan and the United States. The number of subcategories of occupation used varies from 42 in the case of Pakistan to 452 in the United States. Thus, for each of these countries we estimate the share of women working in each of these occupational categories (the degree of feminization) so as to organize occupations in relation to their degree of feminization. Having organized occupational categories in ascending order of feminization, we estimate the average hourly wage paid and by educational category within occupation. Figure 32 displays the results of this analysis for the European countries (taken together) and for the other countries mentioned above. The estimates show that higher educational categories pay higher wages; however, for the same educational attainment, work in occupations that have higher degrees of feminization pay less. For example, in the case of the United States, a university graduate working in a male-dominated occupation where men account for around 95 per cent of workers, will earn US$30 per hour; however, if she or he works in a female-dominated occupation, the average wage drops to about US$20 per hour. The difference in pay is smaller but also real for workers in the United States whose educational attainments are below high school, ranging from about US$15 per hour in a maledominated category to about US$10 per hour in a female-dominated category. of the individual’s education. The lowest category scores 1, and the following categories score higher values that increase exponentially. This exponential growth implies that higher levels of education are valued at progressively higher rates than lower educational attainments. Then, for each of the occupational categories, we take the average of these scores for women and for men. The charts in the third column in ﬁgure 31 show these estimates. 12. The data set provided to the ILO by Eurostat is the Structure of Earnings Survey (SES) 2014, which covers the following 23 European countries: Belgium, Bulgaria, Cyprus, Czech Republic, Estonia, Finland, France, Hungary, Italy, Latvia, Lithuania, Luxembourg, Malta, Netherlands, Norway, Poland, Portugal, Romania, Slovakia, Slovenia, Spain, Sweden and the United Kingdom. All in all, the data set includes about 10 million observations (for October 2014) distributed across half a million enterprises. The data are representative of wage employees in Europe excluding enterprises with nine or fewer wage employees (micro-enterprises). Enterprises that serve the public sector (public administration) are included, as well as enterprises that are supported by public-sector capital. Together, the 10 million individuals covered represent a population of around 111 million workers in Europe. See Appendix V for more details.
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Figure 31 Occupations, feminization, education and the gender pay gap, selected countries, latest years High-income countries Degree of feminization
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Figure 31 (cont’d) Upper-middle income countries
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Figure 31 (cont’d) Lower-middle and low-income countries Degree of feminization
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Figure 32 Wages and occupation by degree of feminization Canada



Europe



45



Wages (euros per hour)



Wages (CAD per hour)



45



30



15



0



30



15



0 5



10 15 20 25 30 35 40 45 50 55 60 65 70 75 80 85



5



10 15 20 25 30 35 40 45 50 55 60 65 70 75 80 85



Percentage of women by occupational category



Pakistan



United States



45



Wages (US$ per hour)



300



Wages (PKR per hour)



Percentage of women by occupational category



200



100



0



30



15



0 5



10



15



20



25



30



35



40



45



50



55



60



65



5 10 15 20 25 30 35 40 45 50 55 60 65 70 75 80 85 90 95 100



Percentage of women by occupational category



Percentage of women by occupational category



Basic education Secondary High school/vocational University + Notes: There are 23 countries included in the calculations for Europe and these are the countries for which SES data have been supplied. For these |EQWPVTKGUCUYGNNCUHQT%CPCFCVJG7PKVGF5VCVGUCPF2CMKUVCPVJGFCVCRTQXKFGQEEWRCVKQPCNECVGIQT[FKUCIITGICVGFKPVQQTOQTGECVGIQTKGU WUKPIVJG+PVGTPCVKQPCN5VCPFCTF%NCUUKƂECVKQPQH1EEWRCVKQPU +5%1QT+5%16JGJQTK\QPVCNCZKUKPGCEJQHVJGHQWTEJCTVUUJQYUVJGTCPMKPIQH VJGUGENCUUKƂECVKQPUCEEQTFKPIVQVJGKTFGITGGQHHGOKPK\CVKQP VJCVKUVJGRTQRQTVKQPQHYQOGPXKU¼XKUOGPKPGCEJQHVJGUGECVGIQTKGU+PVJGECUGQH 'WTQRGCPF%CPCFCVJGPWODGTQHQEEWRCVKQPCNECVGIQTKGUYKVJ|RGTEGPVQTOQTGYQOGPYCIGGORNQ[GGUKPVJGOCTGXGT[HGY QTPQPGVJGTGHQTGVJG estimates are only presented up to the point where the mass of categories to represent the degree of feminization is non-negligent. In the case of Pakistan, VJKUQEEWTUCVCPGCTNKGTRGTEGPVCIGRQKPVPQQEEWRCVKQPCNECVGIQTKGUCTGFGVGEVGFYKVJ|RGTEGPVQTOQTGYQOGPYCIGGORNQ[GGUKPVJGO+PVJGECUGQH 'WTQRGVJGGUVKOCVGUCTGƂTUVRTQFWEGFHQTGCEJEQWPVT[UGRCTCVGN[CPFVJGPVJGUGCTGCIITGICVGFEQPUKFGTKPIVJGYGKIJVVJCVGCEJEQWPVT[JCUKP'WTQRG %#&%CPCFKCPFQNNCTU2-42CMKUVCPKTWRGGU 5QWTEG+.1GUVKOCVGUDCUGFQPUWTXG[FCVCRTQXKFGFD[PCVKQPCNUQWTEGU UGG#RRGPFKZ|8
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$QZ 'ORKTKECNGXKFGPEGQHVJGIGPFGTRC[ICRCVGPVGTRTKUGNGXGN Empirical evidence of the gender pay gap at enterprise level is increasing but remains relatively UECTEG6YQGZCORNGU *GFKLCCPF/WUKN,WTCLFCCPF6GTTGNNCTGDQVJDCUGFQP data from the Czech Republic; other studies look at the behaviour of employers, who can be thought of as a proxy for the enterprise (see, for example, Neumark, 1988, for the United States). There is, however, a body of empirical studies exploring the gender pay gap using individual-level data but aggregating them by economic sector, enterprise size or occupational category. This literature, although it does not use enterprise-level data, provides an insight into the importance QHƂTOUoEJCTCEVGTKUVKEUKPUJCRKPIVJGIGPFGTRC[ICRKPVJGRQRWNCVKQP+PRCTVKEWNCTVJGHQWPdation for most of these studies is a pattern evident across labour markets throughout the world, namely the observed gender polarization (segregation) by industries and occupational categories. Thus, most of these studies observe that pay in female-dominated occupations (vertical segregation) remains lower than in male-dominated ones; likewise, pay in female-dominated industries (horizontal segregation) remains lower than in male-dominated ones (see, among others, England GV CN  $NCW CPF -CJP  )TKOUJCY CPF 4WDGT[  .KRU  1EJUGPHGNF #TGEGPVUVWF[ $T[PKPCPF2GTCNGUUJQYUVJCVVJGYCIGGHHGEVUQHQEEWRCVKQPCN HGOKPK\CVKQP are declining, but only among jobs requiring high-level skills in industries hitherto dominated by women where demand for skills is rising (for example, the service sector), although the increasing complexity of the wage determination process in the labour market also plays a role. However, the same study points out that segregation continues to depress pay substantially for women in occupations requiring lower-level skills.



9CIGUKPJKIJN[HGOKPK\GFGPVGTRTKUGU All of the estimates of the gender pay gap discussed so far examine the phenomenon as one that applies to individuals in the population, ignoring the signiﬁcant role that can be played by certain aspects of the enterprise where those individuals work – the workplace – in determining pay differentials between women and men. In the rest of this subsection we therefore provide estimates that show the effect that feminization at enterprise level can have on the gender pay gap. This helps to ﬁll in some of the gaps in knowledge on the subject (see box 5). In order to carry out this exercise, we need enterprise-level data of a particular nature; indeed, the characteristics of the wage distribution within enterprises can only be studied if we have data that represent all wage employees at each of the enterprises included in a database. Likewise, to understand the difference in wages between enterprises we need – for a given country – data from a representative sample of enterprises (not just from one enterprise, for example). This type of data is what is known as “employee–employer match” (EEM) data. In our case, EEM data have already been used to classify the degree of feminization within occupations for European countries in the previous subsection. In what follows we exploit the characteristics of this type of data for the same set of countries.13 Each employee in the data is matched to her or his employer, so that the data set provides information about her or his human capital endowments and job characteristics as well as about her or his workplace and co-workers. 13. For the full list of countries, see footnote 12 above.
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Figure 33 Hourly wage by degree of feminization in Europe, 2014 15
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0QVG6JGGUVKOCVGUCTGDCUGFQPVJGYGKIJVGFXCNWGUQHVJGFGITGGQHHGOKPK\CVKQPVJGYGKIJVUTGƃGEVVJGTGNCVKXGUK\G QHGCEJEQWPVT[CPFCTGRTQXKFGFD['WTQUVCVKPVJGFCVCDCUG(QTCFFKVKQPCNKPHQTOCVKQPQPVJGFCVCUGG#RRGPFKZ|8 Source: ILO estimates using the 23 countries included in the SES, 2014 (for the full list, see footnote 12 above).



The question we seek to answer is: what is the effect of the degree of feminization at the enterprise level (i.e. the proportion of women as a share of all employees) on average wages in these enterprises? Figure 33 examines and compares the average hourly wage of enterprises for all 23 countries in the SES database, organized in ascending degree of feminization. First of all, we estimated the proportion of women working in each of the approximately half a million enterprises included in the data. Second, working country by country, we ranked the enterprises from those with the lowest degree of feminization (i.e. where most workers are men) to those with the highest degree of feminization (i.e. where almost all workers are women). The horizontal axis displays this ranking from 0, indicating a very low or negligible degree of feminization, to 100, representing enterprises entirely staffed by women. Having organized enterprises according to their degree of feminization, we estimated the average wage paid among the enterprises included.14 The vertical axis shows the average hourly wage in euros. Figure 33 illustrates the fact that the higher the degree of feminization in a workplace, the lower the average wage per hour paid in that enterprise. In fact, at the very low end – in male-dominated enterprises where at most 5 per cent of the workforce are women – the average hourly wage is about €12 per hour. This increases rapidly to about €13.5 per hour among enterprises with a moderate degree of feminization, where women make up 30–45 per cent of the workforce. But for



14. Having done this for each of the 23 countries covered, we calculated the average of these 23 values for each of the “bins” (where a bin reﬂects ﬁve centiles of the 100 centiles in the distribution), weighted according to the proportional representation of each of the 23 countries in Europe, so that a large country such as France weighs more heavily in the ﬁnal computation than a smaller country, such as Malta. We do not consider purchasing power parity because our interest is not in comparing living standards between countries, but simply in comparing the relative difference in wages by degree of feminization using a representative sample of enterprises in Europe.
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enterprises where the proportion of women wage employees exceeds 65 per cent, the hourly wage paid at enterprise level starts to decline, and at the top end of the “feminization” spectrum, among enterprises staffed almost entirely by women, the average wage is slightly below €10 per hour. What are the underlying reasons for what seems to be an inverse relation between wages and feminization? It could be that average labour productivity is higher among male-dominated enterprises and lower in female-dominated ones simply because of the characteristics of the enterprise. The SES does not provide information from the revenue side of the enterprise, so it is not possible to estimate labour productivity through value added per worker, and compare these values to the average wage paid at each of the enterprises in the data. However, the SES does provide some indicators that are related to the productivity of the enterprise, speciﬁcally the variables “economic sector in production” and “size of the enterprise”. In a given country, and controlling for regional variation, enterprises that share the same proﬁle are more likely to be similar in their average labour productivity than enterprises with a different proﬁle, for instance those that are smaller in size and belong to a sector with lower average value added. In addition, we also use information on “public or private ﬁnancial control” and “type of collective pay agreement” as indicators to proﬁle and compare enterprises. An example of a proﬁle could thus be the following: an enterprise that belongs to the ﬁnancial sector, is of medium size, is ﬁnanced in full by private capital and has no collective pay agreements. Once the enterprises are proﬁled, each one can be compared to other enterprises in the data set with similar proﬁles. Figure 34 shows the same wage proﬁles of enterprises as in ﬁgure 33, ranked by degree of feminization, but also plots, for each of the 20 bins, the estimated average hourly wage of all enterprises that share the same proﬁles – except for their degree of feminization.15 Looking at the right-hand side of the chart, we can observe that the average wages of highly feminized enterprises (those with 65 per cent or more women) are substantially lower than the average wages of otherwise similar enterprises. At the extreme right-hand side of the chart, female-dominated enterprises (where over 95 per cent of workers are women) pay around €9.90 per hour, in contrast to the €11.60 per hour paid by enterprises with a similar workplace proﬁle but independent of the degree of feminization. This is a gap of 14.7 per cent, which for a worker on a full-time contract would translate into a difference of about €3,500 per year in gross earnings. Conversely, the left-hand side of the chart shows that in enterprises where a high proportion of workers are men (enterprises where women



15. Whereas ﬁgure 33 considers the degree of feminization of enterprises, the estimates in the additional plotted points in ﬁgure 34 (“wage by proﬁle”) consider only the similarity in proﬁles within each bin, irrespective of how high or low is the proportion of women working in these enterprises. Moreover, the average wage estimated in the additional plotted points excludes all enterprises that are included in that bin as a result of their degree of feminization; in this sense, this shows the average wage in enterprises that share the proﬁle of those in the same bin, but independently of the degree of feminization. Thus, the plot in ﬁgure 34 labelled “wage by proﬁle” acts as counterfactual to the plot in ﬁgure 33 labelled “degree of feminization”.
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represent 50 per cent or less of the workforce), the average wage is higher than in otherwise similar enterprises (on average, this gap on the left-hand side of the chart amounts to around €1 per hour). This suggests that differences in labour productivity may not be the only explanation for the lower wages paid in highly feminized enterprises. But clearly there remains a need for more complete data sets to shed light on this matter. One hypothesis may be that the labour income share received by workers in highly feminized enterprises is low compared to that received by workers in male-dominated enterprises. If this is true, it would imply that there is less value attached to labour in highly feminized enterprises, even though the value of the work and production these enterprises bring to society may be comparable to those of other enterprises in sectors traditionally dominated by male wage employees. To pursue research on this point, we need data sets which include variables that allow researchers to estimate value added per worker at enterprise level in EEM data (such as the SES). In turn, this would allow us to better understand how enterprises set wages and to design gender policies that reﬂect the characteristics of the enterprise (see box 6).



6JGGHHGEVUQHRCTGPVJQQFUVCVWUQPYCIGU Recent literature shows that in various countries the gender pay gap is due at least in part to the “motherhood pay gap”, deﬁned as the pay gap between mothers and non-mothers. Lower wages for mothers may be related to a host of factors, including labour market interruptions or reduction in working time; employment in more family-friendly jobs which are lower-paying; or stereotypical hiring and promotion decisions at enterprise level which penalize the careers of mothers. The relevance of these factors in different countries depends on the
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$QZ 6JG5YKUUGSWCNRC[VQQNHQTUOCNNƂTOU +P5YKV\GTNCPFVJG(GFGTCN%QPUVKVWVKQPCPFVJG'SWCNKV[#EVNGICNN[QDNKIGGORNQ[GTUVQTGURGEVVJG principle of equal pay for work of equal value. Furthermore, according to the Public Procurement #EVRWDNKECWVJQTKVKGUOWUVPQVEQPVTCEVYKVJƂTOUVJCVFQPQVTGURGEVYCIGGSWCNKV[CPFOC[ EJGEMEQORNKCPEG5KPEGVJG5YKUU(GFGTCN1HƂEGHQT)GPFGT'SWCNKV[JCUQHHGTGFCUGNH test tool called Logib (www.logib.ch) which uses a multiple regression model to assess the average impact of a gender factor on wages while also taking into account objective, non-discriminatory HCEVQTU*QYGXGTHQTVGEJPKECNTGCUQPUVJKUVQQNYQTMUDGUVHQTƂTOUYKVJCVNGCUVGORNQ[GGU #PGYVQQNJCUDGGPFGXGNQRGFYJKEJWPNKMG.QIKDKUDCUGFQPCLQDGXCNWCVKQPOGVJQFQNQI[ FTCYKPI QP YQTM UEKGPEG #EEQTFKPI VQ VJG NCVVGT GCEJ HWPEVKQP KORNKGU TGSWKTGOGPVU CPF demands. 4GSWKTGOGPVU CTG FGƂPGF CU VJG UMKNNU PGEGUUCT[ VQ RGTHQTO C VCUM &GOCPFU are aspects of carrying out a task that may be detrimental to the worker. There is broad consensus that functions with higher requirements and demands should receive higher salaries. The new tool enables requirements and demands to be assessed on the basis of six factors (required level of education, autonomy, expert knowledge, responsibility, psycho-social and physical requirements, and psycho-social and physical demands). In addition, it takes into account the individual worker’s experience. #PCUUGUUOGPVWUKPIVJGPGYVQQNTGSWKTGUVJGGORNQ[GTVQCEEQORNKUJHQWTUKORNGUVGRU



KFGPVKƂECVKQPQHGZKUVKPILQDUQTHWPEVKQPU (2) evaluation of each job; (3) entering of employee data; (4) attribution of jobs to employees. Thereupon the tool automatically establishes an expected ranking of employees, which is then compared against the effective ranking based on actual salaries. Through pairwise comparison, VJG KPUVTWOGPV KFGPVKƂGU KPFKXKFWCNU QEEWR[KPI C NQYGT CEVWCN YCIG TCPM VJCP YQWNF DG VJGQretically expected, compared to at least one person of the opposite sex. These individuals are ƃCIIGFCURQVGPVKCNN[UWHHGTKPIYCIGFKUETKOKPCVKQP By providing valuable information about compensation practices within just a few hours, this new tool enables employers to go into the matter more deeply and may eventually encourage them to make the necessary adjustments. 6JGNCVGUVXGTUKQPQHVJGVQQNJCUDGGPUWEEGUUHWNN[VGUVGFYKVJCHGYFQ\GPUOCNNƂTOU%WTTGPVN[ further developments are under way to enhance customization and visualization and thereby KPETGCUGKVUXCNWGCFFGFHQTUOCNNƂTOU6JG(GFGTCN1HƂEGHQT)GPFGT'SWCNKV[RNCPUVQOCMG the tool freely available on the Internet, together with complete documentation, in the second half of 2019.



speciﬁc constellation of laws, policies, gender stereotypes and societal expectations (see, for example, ILO, 2015, for a comprehensive review of the literature on the “motherhood gap”). There are also empirical ﬁndings that point to the existence of a fatherhood pay gap – but in this case, fathers earn a wage premium over non-fathers, as opposed to suffering a wage penalty. Studies that look at the fatherhood gap are however scarce, and most refer to high-income countries (for example, Lundberg and Rose, 2000, for the United States, or Meurs, Pailhé and Ponthieux, 2010, for France).
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$QZ 2CTGPVJQQFUVCVWUKPVJGFCVC|s|#YQTFQHYCTPKPI %QPVTCT[VQEQOOQPDGNKGHVJGRCTGPVJQQFUVCVWUQHKPFKXKFWCNUKUPQVCNYC[UENGCTN[KFGPVKƂGF KPUWTXG[FCVC+PVJGXCUVOCLQTKV[QHUWTXG[UKPFKXKFWCNUCTGKFGPVKƂGFKPTGNCVKQP to the head of household, where the latter can be a man or a woman and is often perceived to be the breadwinner in the household. Typically, the question asked of all other household members is: “What is your relation to the household head?” Thus one can establish whether the head of household has a spouse, or children who live in the same household, or other relatives or non-relatives living with him or her. On the basis of answers to this question it is possible to assign a parentJQQFUVCVWUVQVJQUGJQWUGJQNFOGODGTUYJQCTGENCUUKƂGFCUpJGCFUq*QYGXGTVJGRCTGPVJQQFUVCVWUQHQVJGTJQWUGJQNFOGODGTU PQVENCUUKƂGFCUJGCFUKUPQVGZRNKEKVN[FGENCTGF(QT example, a household may have a head, a spouse, two children and two grandchildren living in the same dwelling. The variable that describes the relation between all household members KFGPVKƂGUYJQKUVJGJGCFCPFVJGURQWUGCPFVJGHCEVVJCVVJGJGCFJCUVYQEJKNFTGPUQVJG JGCFKUCUUKIPGFCpRCTGPVJQQFqUVCVWU6JGHCEVVJCVVJGTGCTGVYQITCPFEJKNFTGPKFGPVKƂGF by their relation to the household head implies that one of the people declared to be a child of the head is probably a parent to the grandchildren of the head who live in the household. Surveys do not usually include additional information to help clarify who in the house is mother QTHCVJGTVQVJGUGITCPFEJKNFTGPUQVJGUGRQUUKDNGRCTGPVUEQWNFGPFWRDGKPIENCUUKƂGFKPVJG “non-parents” group. +PTGEGPVVKOGUUQOGUWTXG[U|s|GURGEKCNN[KPJKIJKPEQOGEQWPVTKGU|s|JCXGUVCTVGFVQKPENWFG linking variables that identify the parental relation between members of the same household. This goes some way towards identifying more conclusively whether surveyed individuals are parGPVUGXGPKHKPOCP[ECUGUVJKURTQXGUVQDGQPN[CRCTVKCNKFGPVKƂECVKQPHQTGZCORNGGXGPKH mothers and fathers are linked to the children registered as being part of the surveyed household, RCTGPVUYJQUGEJKNFTGPJCXGCNTGCF[NGHVVJGJQWUGJQNFECPDGOKUENCUUKƂGFCUpPQPRCTGPVUq



Our next set of estimates review the motherhood gap and the fatherhood gap for a selection of countries for which parenthood status can be identiﬁed. It is important to highlight at this point that parental status is not always clearly identiﬁed in survey data and that this can have non-negligible consequences for the correct estimation and interpretation of pay gaps due to parenthood status (see box 7). How severe then is the wage penalty for being a mother? Table 9.2 shows estimates of the motherhood and fatherhood gaps for a selection of countries. The motherhood gaps in this table are estimated by simply comparing the hourly wages of non-mothers to the hourly wages of mothers, while the fatherhood gap compares the hourly wages of non-fathers to the hourly wages of fathers. A positive motherhood (or fatherhood) gap means that mothers (or fathers) earn less than non-mothers (or non-fathers). These estimates are presented with some caution, because the available survey data are seldom adequate for conﬁdent identiﬁcation of the gender pay gap (see box 7). In fact, of all 23 countries shown in table 9.2, only three – Canada, Switzerland and Uruguay – supply survey data from which individuals can be clearly identiﬁed as mothers or fathers. For all other countries assumptions have to be made that can make the estimate less than entirely reliable. Having said that, the table supports a well-established empirical ﬁnding in the literature: namely, that mothers seem to suffer a wage penalty whereas
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Table 9.2 Motherhood and fatherhood gaps for selected economies, latest years Income group



Country



Motherhood gap



Fatherhood gap



High-income countries



#TIGPVKPC



10.50



Ũ
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5.00



Ũ



Brazil



7.70
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Canada



1.20



Ũ



Chile



2.40
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China
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Ũ



Mexico
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Switzerland
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Uruguay
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Ukraine
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8KGV0CO
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Middle- and low-income countries



Egypt Madagascar Mongolia Peru Philippines Russian Federation Tanzania, United Republic of



Ũ



0QVGU 'ZEGRV HQT %CPCFC 5YKV\GTNCPF CPF 7TWIWC[ YJGTG VJG FCVC RTQXKFG FKTGEV KFGPVKƂECVKQP QH OQVJGTJQQF CPF fatherhood status), the estimates are based on declaring as “mother” or “father” anyone who is either a head of the house or the spouse of a head of the house in a household where at least one member is a child of the head of houseJQNFp0QPOQVJGTUqCPFpPQPHCVJGTUqCTGOGODGTUYJQFQPQVHCNNYKVJKPVJCVFGƂPKVKQP(QTCNNVJGUGEQWPVTKGUVJG UCORNGKUTGUVTKEVGFVQCPCIGTCPIGVJCVKUEQWPVT[URGEKƂEDWVHCNNUYKVJKPVJGTCPIGQH[GCTUQNFVQ[GCTUQNF6JG EQWPVT[URGEKƂEXCTKCVKQPKUDCUGFQPQDUGTXKPICEWVQHHRQKPVYJGTGCVNGCUVRGTEGPVQHOQVJGTUCTGQDUGTXGFKPVJCV age group in the data. For more detail on data sources, see box 7. 5QWTEG+.1GUVKOCVGUWUKPIUWTXG[FCVCFGUETKDGFKP#RRGPFKZ8



fathers seem to be rewarded with a wage premium. The penalty can be as low as 1 per cent or less (Canada, Mongolia or South Africa) and as high as 30 per cent (Turkey). In general, motherhood also leads to lower labour market participation. Figure 35 shows women’s and men’s labour market participation rates across age groups complemented with the gender pay gap estimated for each of the age
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groups deﬁned on the horizontal axis.16 All estimates use latest years (for data sources, see Appendix V). It should be noted that this ﬁgure shows “labour market participants” rather than just wage employees.17 In Viet Nam, for example, wage employment among women is less than 50 per cent (see ﬁgure 25) but labour market participation – at least between the ages of 30 and 50 – exceeds 80 per cent. The ﬁrst noteworthy observation from ﬁgure 35 is that the low labour market participation of women vis-à-vis men is a global phenomenon. Irrespective of income level, in all countries and at any age group, women’s participation rates are always below those of men. In some cases (such as Egypt) the rate is markedly lower, whereas in some others (Russian Federation, South Africa, Viet Nam) the difference is less marked. Second, for most countries, the trend in participation rates for women starts to separate further from that of men at about the age of 25–35 years old, coinciding with the beginning of the period of motherhood. Finally, in only a few of the countries shown here (Armenia, Australia, Mongolia, Philippines, Russian Federation, Ukraine) is there any “bounce back” into the labour market for women. In most other countries, it seems that motherhood has a long-term effect: once the participation of women declines at around the age of 25–30 years, the proportion of women who stay in (or out) of the labour market across all other age groups thereafter remains constant until approximately retirement age. Although there is some variation among countries, it seems that in many countries the gender pay gap widens gradually from the younger to the older cohorts. What is also striking is that in all but four of the countries (Australia, Bangladesh, China, Russian Federation), the gender pay gap is positive at the point of entry into the labour market. Another striking feature is that in almost all countries – for example, in the Republic of Korea, the Russian Federation and the United States – as the gap increases, it makes a particularly marked “jump” after the ﬁrst cohort. In the case of the United States, the steepest rise occurs after the ﬁrst age cohort (up to age 20), where the gender pay gap increases from about 7 per cent among those aged 16–20 to about 12 per cent among those aged 21–30. Taken together, these observations suggest that women’s labour market participation is affected differently from that of men at around the child-rearing years, that this effect impacts on wages, and that is not just a short-term effect but one with relatively long-term consequences for a signiﬁcant proportion of women across the world.



16. In most societies, the age of parenthood (assumed to be between 15 and 49 years of age) overlaps to a considerable extent with the age of so-called “prime-age workers” (around 25–54 years of age). These deﬁnitions are approximations that can vary between countries and even between statistics and related agencies within countries. For example, the deﬁnition of “prime-age worker” is one that is officially established in Canada by the Canadian Bureau of Statistics, but this may not necessarily be the case in all countries. On the other hand, the use of the age range 15–49 for parenthood is very much driven by the fertility period of women: for example, the reproductive section of the Demographics and Health Survey, which has been widely implemented in low-income countries by USAID, is given only to women aged 15–49 because it is assumed that the likelihood of women having children at or beyond the age of 50 is close to zero. 17. Labour market participation includes all forms of employment – wage employees, employers, ownaccount workers, unpaid family workers – as well as the unemployed.
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Figure 35 Age, participation and the gender pay gap, selected countries by income group, latest years Gender pay gap Men's participation Women's participation
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Figure 35 (cont’d) Gender pay gap Men's participation Women's participation
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Figure 35 (cont’d) Gender pay gap Men's participation Women's participation
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Figure 35 (cont’d) Gender pay gap Men's participation Women's participation
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Which way forward?



10 Measures for sustainable wage growth Global wage growth in 2017 was not only lower than in 2016, but fell to its lowest growth rate since 2008, remaining far below the levels obtaining before the global ﬁnancial crisis. Given the recovery in GDP growth in 2017 and the gradual reduction in unemployment rates in various countries, persistently slow wage growth in high-income economies represents somewhat of a puzzle and has been the subject of intense debate. Possible explanations for subdued wage growth include slow productivity growth, the intensiﬁcation of global competition, the decline in the bargaining power of workers and the inability of unemployment statistics to adequately capture slack in the labour market, as well as an uncertain economic outlook which may have discouraged ﬁrms from raising wages. Whatever the reasons, it is now widely recognized that wages are a crucial determinant of household income, and hence of aggregate demand and inclusive growth. Slow wage growth has thus been expressed repeatedly as a source of concern and the issue of wage growth has moved to the forefront of policy analysis and debates. The European Commission produced research on wage dynamics in the Economic and Monetary Union and both the 2018 Annual Growth Survey and the European Council Recommendations on economic policy emphasized that faster wage growth in the euro area would help to sustain domestic demand, reduce inequalities and ensure higher living standards, thus contributing to the realization of the fair wage principle of the European Pillar of Social Rights. In the context of the European Semester, some countries have been encouraged to explore conditions for higher wage growth, while respecting the roles of social partners. Both the OECD and the IMF have also published research on recent wage developments and their implications. The OECD Employment Outlook (OECD, 2018) observed that wage growth was “missing in action” and considered this as a sign that the economic recovery remains fragile. The World Economic Outlook (IMF, 2017) observed that inﬂation rates in high-income countries might remain low until wage growth accelerates beyond productivity growth in a sustained manner, and pointed out the implications in terms of the appropriate pace of exit from accommodative monetary policies. All these concerns remind us of the importance of having a better understanding of what role wage policies – particularly minimum wages, collective bargaining and public sector pay – can play to ensure a better alignment between wage growth and productivity growth in countries where there has been a decoupling in the trends of these two variables. Another question is how better coordination at the international level might be used to promote sustainable wage growth which can support aggregate demand at national, regional and global levels.
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This report has shown that in low- and middle-income countries, real wage growth has been more robust but with much diversity across countries and regions. In many countries, however, low pay and wage inequality remain a serious challenge on the road to achieving decent work and inclusive growth, as wages remain low and insufficient to adequately cover the needs of workers and their families. While globalization and technology have contributed to wage and income growth in some countries, one important question revolves around how low- and middleincome countries can retain a larger share of the value added generated in global supply chains.1 Another challenge arises from the fact that, overall, in low- and middle-income economies an estimated 50 per cent of all wage employees continue to work in the informal economy, either in the informal sector or as informal workers in the formal sector (see ILO, 2018c). Notwithstanding these challenges, a number of countries have recently undertaken measures to strengthen their minimum wage with a view to providing more adequate labour protection. For example, South Africa announced the introduction of a national minimum wage in 2018, while lawmakers in India are examining the possibility of extending the legal coverage of the current minimum wage from workers in “scheduled” occupations to all wage employees in the country. Collective bargaining remains more limited in low- and middle-income countries than in high-income countries, but some recent initiatives have sought to extend protection to more vulnerable categories of workers.



11 Reducing the gender pay gap Using data from a large number of countries – which together represent around 80 per cent of the world’s wage employees – Part II of this year’s Global Wage Report has shown that, on average, women continue to be paid less than men across the world, with large variations among countries. Using average hourly wages of women and men, as in the UN Sustainable Development Goals (indicator 8.5.1), the report ﬁnds that the (weighted) global gender pay gap is approximately 16 per cent. However, there are large variations across countries and also depending on how the gender pay gap is measured. Using median monthly wages, the global estimate of the gender pay gap goes up to some 22 per cent. The report highlights the multiple factors that can lie behind the existence of a gender pay gap in different national circumstances. In some countries, the gender pay gap may be larger at the top of the distribution, as in many highincome countries, whereas in others it may be larger in the middle or at the bottom of the distribution, as in many low- and middle-income countries. Furthermore, 1. Studies which have researched how global value chains are “sliced up” have shown that the share of value added accruing to workers in developing countries often remains very small. See, for example, Timmer et al., 2014.
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the gender pay gap in different parts of the wage distribution may generally be due to differences in observable labour market attributes, such as lower levels of education for women, or they may be due to unexplained differences in returns for these attributes, the undervaluation of women’s work in highly feminized occupations or enterprises, reduced or stagnant wages for women who are mothers, or quite simply lower pay for women than for men in spite of equal work or work of equal value in the same enterprise. So what can be done to progressively reduce gender pay gaps across the world? While there is a range of policies and measures that can be taken to reduce gender pay gaps, the answer to this question will necessarily be country-speciﬁc since the factors that drive and explain gender pay gaps vary from country to country and in different parts of the wage distribution. The sections that follow highlight some of the policy implications emerging from the report.



12 The need for better data To begin with, the report highlights the need for better data on the distribution of wages. Many countries, particularly low- and middle-income countries, have very limited statistics on wages. These data are sometimes collected through episodic labour force surveys, establishment surveys that omit non-registered enterprises, or administrative mechanisms which only cover workers affiliated to social security structures. Such data may lead to unreliable estimates of gender pay gaps. One feasible option would be to review and modify existing surveys by introducing, for instance, modules speciﬁcally relating to gender pay gaps into cross-sectional surveys. The use of modules to pick up speciﬁc information is an extended practice when collecting survey data, with modules integrated sporadically to pick up information on a particular population group (for example youth, or rural communities) or particular events (such as retirement decisions). In many countries, modules are used to pick up information speciﬁcally about women (for example, the 2012 Jordanian Woman’s Questionnaire, administered as part of the 2012 Jordanian Population and Family Health Survey). What we propose here is not a module on matters related to women only, but the design and subsequent integration of modules that are carefully thought out to cover matters that are identiﬁed as potential determinants of the gender pay gap. As the gender pay gap is a slowly changing statistic, the module could be administered sporadically, not necessarily every year. This would be a very cost-effective instrument to produce sufficiently rich survey data to improve the understanding of the factors contributing to the gender pay gap. A potent illustrative example of this point is the study of the motherhood gap. In existing survey data, the household respondent is usually asked to declare who lives in the household and what is the relation of each household member to her or to him. This tells us whether the head of household has a spouse, and if certain
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other members of the household are her or his children. We can only guess at the interrelationships between the other household members, and this often leaves the identiﬁcation of “motherhood” and “fatherhood” to a subjective classiﬁcation. Likewise, we do not know the exact number of children attached to each adult in the household, because when children are no longer living in the household, they will usually not be part of the survey. This is just one example of how surveys could be improved to provide better information related to the gender pay gap. In most countries, existing surveys take the form of a cross section, meaning that the data are collected at regular intervals (for example, once a year or once every two years) and each time from a completely different set of individuals – as opposed to surveying the same individual or household over a sequence of periods, which is the case with panel data. A snapshot of a person’s life – which is what cross-sectional data sets provide – can contribute signiﬁcant amounts of information to an understanding of wages at a particular point in time for the population, on average. However, it is also crucial to understand what goes on outside the “snapshot framework” picked up by the data at one point in time, for two reasons: ﬁrst, it can provide a better understanding of the factors that determine the gender pay gap; and, second, it can help policy-makers to design policies that help to even out the effects of life-cycle events on men and women, even before they enter the labour market. This is why panel data can go some way towards solving certain of the issues related to the interpretation of life-cycle events.2



13 The need to move beyond simple measures of the gender pay gap The classic method of measuring the gender pay gap is to calculate the difference in pay between men and women in relation to men’s pay. For reasons of simplicity, this measure relies on either the average wage among all wage employees (the mean) or the wage that represents the middle wage earner in the population (the median). Both measures provide a simple summary of the wage dispersion among all wage employees in a population. In some countries, however, these basic summary measures can generate very different and sometimes even contradictory results, providing information which is of limited use for policy-makers. This is particularly the case where women’s labour force participation is low and where women cluster in particular sectors and occupations. The report thus recommends going beyond summary measures, even



2. This is particularly important at a time when a sizeable and growing portion of the workforce is starting to work in what is known as non-standard forms of employment, and where the change in relation between employee and employer can have implications in terms of pay differentials between women and men; see Adams and Berg, 2017.
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though they are popular indicators, to inspect in more detail the wage structure of men and women. Part II of this report has suggested the use of a “factor-weighted” gender pay gap that takes into account the possible composition effects in the population. Because the factor-weighted gender pay gap controls for some of the major composition effects that can vary over time, a time series of factor-weighted gender pay gaps is a useful complementary tool with which to analyse the evolution of gender pay gaps over time. It is also a relatively simple method which can easily be implemented.



14 Exploring the gender pay gap across the wage distribution, and reviewing the effectiveness of labour market institutions An important question is whether the gender pay gap in a particular country is mostly driven by pay gaps at the bottom, in the middle, or at the top of the wage distribution. The report has shown that among high-income countries the gender pay gap tends to widen at the upper end of the distribution: for example, in the case of Belgium the gender pay gap is about 3 per cent at the bottom but increases to about 13 per cent at the top. In contrast, in low- and middle-income countries it is at the low end of the wage distribution – where women are proportionally overrepresented – that the gender pay gap is widest. But whether the “sticky ﬂoor” or the “glass ceiling” dominates varies from country to country, with quite obvious policy implications. For example, a minimum wage could reduce the gender pay gap at lower wage levels, collective pay agreements could have the same effect higher up in the wage distribution, while policies that promote greater representation of women in senior and highly paid positions could have a positive effect at the top levels. Minimum wages have been found to be effective at reducing gender pay gaps at the bottom of the wage distribution, particularly when they are well designed and serve as an effective wage ﬂoor. To maximize the effect of minimum wages on gender pay gaps it is necessary to ensure that minimum wages do not themselves discriminate, directly or indirectly, against women, for example by setting lower wage levels in sectors or occupations where women predominate, or even excluding female-dominated sectors or occupations from legal coverage. A case in point is domestic work, carried out by over 65 million workers across the world, most of them women. In many countries, domestic work is excluded from the coverage of labour law because it is not considered as “work”. In other countries, domestic work may be covered by law but may not be afforded treatment on a par with other types of work. For example, the minimum wage paid to unskilled labour may not apply to domestic workers, or may apply at a rate much lower than that set for other workers.
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Collective bargaining can be an effective mechanism for closing gender pay gaps, particularly at the low and middle parts of the wage distribution (see Pillinger, Schmidt and Wintour, 2016). It can also help reduce wage disparities both within and across sectors and ﬁrms. This is partly because countries with greater collective bargaining coverage tend to have less wage inequality in general, and also because collective agreements can be aimed at reducing gender pay gaps, especially when mandated by law, as is the case in France.3 In particular, collective agreements can focus on reconciliation of work and family needs; increased transparency of company pay differentials; higher pay rises for female-dominated job classes; right to re-entry after maternity leave; and gender-neutral job evaluations to avoid gender biases in job classiﬁcation and pay systems. However, different industrial relations systems have differentiated impacts on the gender pay gap. The level of collective bargaining is also likely to affect the gender pay gap: some studies show that the more centralized the level of collective bargaining, the smaller the size of the gender pay gap (Sissoko, 2011). It has therefore been suggested that, in countries where company-level bargaining is the norm, social partners could adopt common guidelines for gender-sensitive collective bargaining to orient negotiations by their respective members at the company level (Eurofound, 2010). Collective bargaining geared towards the removal of the discriminatory portion of the gender pay gaps has huge potential to reduce gender pay inequalities. It is also consistent with the view that a more proactive duty – and this includes compliance with equal pay laws, rather than sole reliance on individuals to ﬁle complaints – is a more promising approach (Hepple, 2007). However, there is a risk that social partners may dilute their commitment to pay equity goals when other competing priorities arise, such as wage moderation or the protection of jobs during dire economic circumstances. Their views may also vary regarding the nature of equal pay problems or the way in which to address them, with some contending that the gender pay gap is an issue for government to deal with, thereby undermining the impact of collective bargaining by reducing it (Smith, 2012). Negotiating and/or extending agreements covering categories of workers more vulnerable to low pay can also be very useful, particularly in female-dominated occupations or sectors. Factors that can facilitate collective negotiations on gender equality include the entry of women into employer and union leadership and collective bargaining teams; enabling legislation that establishes a framework for gender equality bargaining; the overall regulatory environment; and the existence of workers’ and employers’ strategies to improve gender equality at the workplace. Likewise, the active and direct role of trade unions and employers’ organizations can have a signiﬁcant impact in reducing gender pay gaps. In particular, the revaluing of women’s work could be greatly enhanced if trade unions and employers’ organizations start to identify where gender inequalities are embedded within their own systems (Rubery and Johnson, forthcoming), while policies and actions that help



3. Loi relative à l’égalité salariale entre les femmes et les hommes, Act No. 2006-340, Journal officiel, No. 71, 23 March 2006.
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women reach top positions, thus breaking the so-called “glass ceiling” in business, can bring about a gender balance in management teams and boards of directors (ILO, 2015). The latter has proven to have a positive impact on business performance, as shown in numerous studies (McKinsey & Company, 2017; Catalyst, 2012; Curtis, Schmid and Struber, 2012). That said, while minimum wages, collective bargaining and corporate activities can greatly impact gender pay inequalities, it is important to recognize that workers in the informal economy are either not covered by existing laws or are covered in principle only – for example, by international labour standards – but not in practice. According to recent ILO estimates, 61.2 per cent of the world’s employed population and 39.7 per cent of all wage employees are in informal employment. Women in informal wage employment generally face a double penalty: informal economy workers receive on average lower wages than workers in the formal economy and women in general are paid lower wages than men on average. Measures that promote the formalization of the informal economy can thus greatly beneﬁt women, bringing them under the umbrella of legal and effective protection that in principle helps to reduce the gender pay gap and empowers them to better defend their interests.



15 Tackling the “explained” part of the gender pay gap: Education, polarization and occupational segregation The decomposition analysis in the report shows that part of the gender pay gap can be explained by differences in the labour market attributes of men and women, including their level of education and their choices of occupations or industries. It is important to note that saying that part of the gender pay gap may be explained by differences in attributes does not imply that this part of the gap is “admissible”, as it may itself reﬂect gender inequalities in access to education or in other spheres at home and at work. Perhaps surprisingly, the report has found that in many countries only a small part of the gender pay gap can be explained by differences in levels of education between men and women. In high-income countries, education contributes on average less than 1 percentage point of the gender pay gap, though it contributes much more in some individual countries, such as the Czech Republic, the Republic of Korea or Slovakia. This general ﬁnding is not so surprising, since – as we have seen in the report – in high-income countries the educational attainment of women in paid employment is in many instances higher than that of men; lower educational attainment thus cannot be an explanation for the gender pay gap. More surprisingly, perhaps, lower educational attainment is not a particularly prominent factor in explaining the gender pay gap in a majority of low- and middleincome countries, either, even though in many of these countries women often have lower educational attainment than men. In practice, however, a large share
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of little-educated women stay out of the labour market or work as own-account workers rather than paid employees. If anything, women in paid employment tend to be more educated than men within similar occupational groups. Thus, while educational policies targeting enrolment rates among girls may contribute to increasing the future labour market participation of women, they may not necessarily reduce gender pay gaps in all countries. Among the other factors that explain gender pay gaps to a greater or lesser extent across countries is the concentration of women in a much smaller and different range of sectors and occupations relative to those in which men prevail. Occupational segregation can be a reﬂection of different choices. For example, women are less likely to undertake studies and pursue occupations in the areas of science, technology, engineering and mathematics (STEM), which offer betterpaid employment opportunities. Furthermore, when women do enter STEM professions in sectors such as information and communications technologies (ICT), they tend to be concentrated in the less well-paid occupations such as ICT management rather than ICT software development. Some countries have therefore introduced programmes speciﬁcally designed to change this situation and attract more women into STEM ﬁelds. These may range from raising awareness of STEM careers for women to organizing related job fairs, ﬁnancial and in-kind support for STEM programmes targeting women and offers of internships and career advice (G20, 2018). Occupational segregation also arises in part because of enduring stereotypes and employer prejudice in hiring and/or promotion decisions. Action on both fronts can contribute to reducing occupational segregation, namely encouraging more girls to engage in STEM studies and attracting more men into the education and health sectors.4 But for these sectors to appeal to men, the social status and average earnings must improve. Work-related violence and harassment against women, especially in sectors or occupations where they constitute a minority, may also act as a deterrent, discouraging women from entering or remaining in betterpaid, male-dominated jobs (ILO, 2018e; Pillinger, 2017).



4. Interestingly, a recent study by researchers at the University of Valencia in Spain shows that even within STEM-related studies there is a gender bias in the selection of subﬁelds of study that is driven by stereotypical beliefs. Using responses from a representative sample of undergraduate students, the research shows that both women and men students believe that the profession exercised by economists is both male-dominated and dominated by macroeconomic topics (as opposed to microeconomic ones). Such a belief, which is by no means a reality in the profession, has a large impact on how women justify the grades they obtain in macroeconomic subjects and on the selection of the subﬁelds of study for their economics degree; on the other hand, it has no impact on how men students perceive their grades or select their subﬁelds of study in economics (Beneito et al., 2018).
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16 Tackling the “unexplained” part of the gender pay gap: The undervaluation of work in feminized occupations CPF|GPVGTRTKUGUCPFKORNGOGPVCVKQPQHGSWCNRC[ Much of the gender pay gap, in many countries, thus remains unexplained by differences in education and in other labour market attributes such as age, experience, occupation or industry. Indeed, in all income groups, the unexplained part of the gender pay gap dominates. It is thus important to “unpack” at the national level the reasons behind this portion of the gender pay gap. The report shows that, for a selection of countries, returns from education are clearly lower in highly feminized occupations than in other occupations, and that average wages are lower in highly feminized enterprises than in other enterprises, even after controlling for some other characteristics. This imbalance may be linked to the overall undervaluing of women’s work, which “means that skill and experience in female-dominated occupations and workplaces tend to be rewarded unfairly” (Grimshaw and Rubery, 2015, p. vi). These ﬁndings also tend to support that part of the literature which ﬁnds that the gradual entry of women into industries or jobs traditionally held by men is usually associated with a decline in average earnings therein (Murphy and Oesch, 2015). Eliminating this bias is not only a way to reduce the gender pay gap directly but also a condition for reducing occupational segregation, for example by attracting more men into the education and health sectors, and ensuring that women get a fair deal in the workplace. With this in mind, New Zealand has recently upgraded the remuneration of 329 education support workers with a pay rise of up to 30 per cent. This signiﬁes an historic settlement for pay equity and paves the way for other women in the education sector. In the literature, authors frequently attribute part of the unexplained gender pay gap to discrimination against women in relation to men. Such discrimination occurs when women are paid less than men for the same work or for work of equal value. Direct wage discrimination includes cases in which two jobs that are the same are given different titles, depending on the gender of the person who performs them, and are paid differently, with men’s occupations typically associated with higher wages than women’s. Examples include the titles of “chef” for men versus “cook” for women; or “information manager” versus “librarian”; or “management assistant” versus “secretary”. Injustice also occurs when women are paid less than men for work of equal value, namely work that may differ in respect of the tasks and responsibilities involved, the knowledge and skills required, the effort it entails and/or the conditions under which it is carried out, and is yet of equal worth. Indirect wage discrimination is more subtle and more difficult to detect. It may manifest itself in different structures and customary practices, including, for instance, in the way in which wages are structured and the relative weight in overall remuneration of seniority or of bonuses that reward long hours of continued presence in the workplace. In such situations, women are more likely to be penalized as a consequence of their family responsibilities. In an attempt to ensure equal pay between men and women, a growing number of countries have passed national legislation which prohibits lower pay
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for equal work, or for work of equal value. But while most countries have enacted legislation to address gender discrimination in remuneration, only 40 per cent of all countries have embodied the full principle of “equal pay for work of equal value”, while many focus instead on the narrower principle of “equal pay for equal work” (World Bank Group, 2018; Oelz, Olney and Tomei, 2013). In addition, some countries have taken steps to promote pay transparency to expose differentials between men and women. For example, since early 2018, Germany requires enterprises with 200 or more wage employees to disclose the earnings of their employees – of whatever gender – on demand by any of the employees working in those companies. Similar provision has been made in the United Kingdom, where, since April 2017, all companies and public sector organizations employing 250 or more people are required to publish data on the difference between mean and median wages and bonuses, as well as the gender pay gap at different pay scales. Furthermore, businesses with more than 500 employees must, with effect from 2018, provide regular ﬁnancial reports on the speciﬁc efforts they are making to remove inequality between genders. Gender pay gap reporting, by exposing the size of the gender pay gap, helps point to the existence of possible instances of pay discrimination and therefore diminishing the risk of an unequal pay claim. Equal pay audits are another important tool which helps reveal which factors drive pay. They are useful for detecting possible ﬂaws in a company’s pay practices. In 2013, the UK Government adopted new regulations that require employment tribunals to impose on employers who have lost an equal pay claim to carry out an equal pay audit. In recent years, a number of countries have embraced proactive pay equity laws, which require employers to regularly examine their compensation practices, assess the gender pay gap and take action to eliminate the portion of the gap due to discrimination in pay. In some jurisdictions, namely Iceland or the provinces of Ontario and Quebec, the elimination of such gaps is compulsory, while in other cases, for example Switzerland, employers with 50 employees or more are not mandated to carry out a pay audit and remove the discriminatory part of the pay difference, but are obliged to do so if they wish to participate in public tenders. To encourage employers to comply with the law, the Swiss Federal Office for Gender Equality has developed and made available for free an online self-assessment tool, Logib (see box 6 in Part II); more recently, it has been working towards developing a self-assessment tool aimed at smaller enterprises with fewer than 50 employees. In Iceland, since January 2018, companies and government agencies with more than 25 employees are required to obtain government certiﬁcation from an independent entity that certiﬁes that their pay policies are gender-equal. Those failing to demonstrate pay equality face ﬁnes. This is a fast-track policy measure adopted by Iceland with the aim of closing the gender pay gap by 2022. Countries that have enacted proactive pay equity legislation have also put in place mechanisms that envisage the regular monitoring and impact assessment of the adopted measures with a view to reorienting or adjusting action on a continuous basis to achieve greater policy effectiveness.
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17 Reducing the motherhood pay gap Recent literature shows that in various countries the gender pay gap is due in part to the “motherhood pay gap”, deﬁned as the pay gap between mothers and nonmothers. This report shows that mothers appear to suffer a wage penalty whereas fathers seem to be rewarded with a wage premium. Our estimate of the motherhood penalty ranges from 1 per cent or less in Canada, Mongolia or South Africa to as much as 30 per cent in Turkey. Lower wages for mothers may be related to a host of factors, including labour market interruptions or reductions in working time; employment in more family-friendly jobs, which are lower-paying; or stereotypical hiring and promotion decisions at enterprise level which penalize the careers of mothers. It has been argued, for example, that in some countries women prefer public-sector jobs, even when they pay lower salaries, because they offer shorter and more ﬂexible working hours. In other instances, it has been argued that women who are mothers prefer employment in family-friendly jobs, or part-time jobs, which pay lower wages. What can be done to reduce the motherhood pay gap? More equitable sharing of family duties between men and women, as well as adequate childcare and elder-care services, would in many instances lead to women making different occupational choices. In other words, some of women’s choices or expectations may be the result of enduring gender-based stereotypes and imbalances in unpaid care work and family responsibilities, and may also be affected by the lack of adequate public provision in areas such as childcare services or adequate company policies on ﬂexible working-time arrangements. The lack of programmes supporting women’s return to work after childbirth also contributes to the wage penalty that women face when resuming work after a prolonged period of absence from the labour market. While all workers face such a wage penalty, it seems to be greater for women. Increasing the right of men to parental leave would also help to rebalance the perception held by employers – both women and men – of women wage employees as mothers.



18 Time to accelerate progress in closing gender pay gaps Never before has awareness of and commitment to gender equality at work, as well as in society, been so prominent in national and international public debates. The UN Sustainable Development Goal 8.5 sets the target of “achiev[ing] full and productive employment and decent work for all women and men, including for young people and persons with disabilities and equal pay for work of equal value” by 2030. To support this Goal, the Equal Pay International Coalition (EPIC), which was launched in September 2017 as a multi-stakeholder initiative that includes the ILO, UN Women, OECD, ITUC, IOE and many governments
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and companies, seeks to achieve equal pay for men and women. There is thus an international momentum in favour of concrete and coordinated action to tackle gender inequality. At EPIC’s Pledging Conference during the United Nations General Assembly in New York in September 2018, approximately 40 governments and/or organizations made important commitments, which included the following: the creation of a Pay Equity Celebration Day; the elimination or reduction of the gender pay gap by a given percentage; the establishment of national commissions to monitor state intervention on equal remuneration; or the provision of ﬁnancial support for gender pay gap data collection in selected publicly listed companies. In practice, however, progress in reducing gender pay gaps has been too slow. It is clear that more vigorous and decisive action is needed. In addition to the speciﬁc measures discussed above, we set out a few more general considerations. First, accelerating progress will require both political commitment and social transformation. While public policies to enhance education, labour and social protection and improve social infrastructure are necessary to close the gender pay gap, their effectiveness depends at least in part on shifting social norms and gender stereotypes. This imperative applies to all countries and societies, irrespective of their level of development. There is a vast body of evidence that unconscious bias plays a pivotal role in gender inequality in general, and that it contributes to low female labour participation rates and the gender pay gap in particular (Bohnet, 2016). There are also well-entrenched gender stereotypes concerning what women and men are “good at” and what their respective roles should consequently be in the family, at work and in society. Second, comprehensive, cross-cutting approaches to gender equality are necessary to combat the gender pay gap. Indeed, not only are gender pay gaps rooted in well-entrenched stereotypes, they also represent a summary indicator that captures many disadvantages faced by girls and women both within and outside the labour market. As Part II of this report has shown, a gender pay gap can be a result of inequality in many spheres, including education outcomes, the division of work within the household and/or unequal access to certain types of jobs. These interlinkages strongly suggest that measures to reduce or eliminate gender pay gaps should be embedded in a broader overall gender equality policy. Indeed, gender pay gaps can only be closed where continuing progress is made towards gender equality at work and in society at large. At the same time, rewarding women’s jobs fairly would help reduce occupational segregation by making jobs usually held by women more attractive to men. The need for a comprehensive approach is reﬂected in the fact that many countries have recently created national gender equality commissions to identify action on multiple fronts. Such commissions should be based on social dialogue and ensure the direct participation, or at least full consultation, of social partners. Third, we emphasize once again that the appropriate mix of policies in any national context will depend on that particular country’s circumstances, and that robust analytical work is needed to identify the largest contributory factors – and hence the most effective remedies – in different country contexts. Part II of this report has proposed some ways to break down and analyse gender pay gaps with
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a view to better understanding what lies behind these gaps in different countries, and to helping governments and social partners identify the most effective policy actions. At the same time, one must keep in mind that while the magnitude of gender pay gaps is always a reﬂection of inequalities women face at home and in the workplace, these gaps are also to some extent a manifestation of general wage inequality in any particular country. Blau and Kahn (2003) were perhaps the ﬁrst to show that differences in wage compression are important factors in explaining differential gender pay gaps across high-income countries at a particular point in time. This implies that reducing gender pay gaps requires both speciﬁc gender equality policies and more general policies and labour market institutions that promote inclusive labour markets (see Rubery and Koukiadaki, 2016).
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Global wage trends: Methodological issues The methodology to estimate global and regional wage trends was developed by the ILO for the previous editions of the Global Wage Report in collaboration between technical departments and the Department of Statistics, following proposals formulated by an ILO consultant (Mehran, 2010) and three peer reviews conducted by four independent experts (Tillé, 2010; Jeong and Gastwirth, 2010; Ahn, 2010). The entire methodology was peer reviewed again in 2017 by an external expert (Karlsson, 2017). This appendix describes the methodology adopted as a result of this process.



%QPEGRVUCPFFGƂPKVKQPU According to the international classiﬁcation of status in employment (ICSE-93), “employees” are workers who hold “paid employment jobs”, that is, jobs in which the basic remuneration is not directly dependent on the revenue of the employer. Employees include regular employees, workers in short-term employment, casual workers, outworkers, seasonal workers and other categories of workers holding paid employment jobs (ILO, 1993). As economies advance in terms of economic development, the proportion of workers who become wage employees usually increases: this is because ownaccount workers ﬁnd better opportunities as wage employees. Female labour force participation also tends to be positively related to economic development. As a result, wage trends are affecting an increasing share of the employed population across the world. At the same time, not all people who work are paid employees. Particularly in low- and middle-income countries, many are either self-employed or contributing to family businesses. Such workers receive an income from their work, but not a wage from an employer. Figure A1 shows that the share of paid employees (or wage employees) has increased by about 10 percentage points during the last 20 years, rising from 45.9 per cent in 1995 to 54.3 per cent in 2017. In developed economies, where the incidence of own-account work is relatively low and female participation is higher, the percentage of wage employees relative to the total employed has remained high and stable during the observed period. The share of paid employees in developing economies remains low (around 20 per cent). Consequently, the global increase is driven mostly by emerging countries, which have seen an increase of roughly 12 percentage points (from 38.9 per cent to 50.5 per cent) in wage employees in the two decades since 1995.
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Figure A1 Share of paid employees in total employment, 1995–2017 100
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The word “wage” refers to total gross remuneration including regular bonuses received by employees during a speciﬁed period of time for time worked as well as time not worked, such as paid annual leave and paid sick leave. Essentially, it corresponds to the concept of “total cash remuneration”, which is the major component of income related to paid employment (ILO, 1998). It excludes employers’ social security contributions. Wages, in the present context, refer to real average monthly wages of employees. Wherever possible, we collected data that refer to all employees (rather than to a subset, such as employees in manufacturing or full-time employees).1 To adjust for the inﬂuence of price changes over different time periods, wages are measured in real terms, i.e. the nominal wage data are adjusted for consumer price inﬂation in the respective country.2 Real wage growth refers to the year-on-year change in real average monthly wages of all employees. In light of the differences in definitions and the absence of wage figures which are completely disaggregated for every country by each component of wages (including bonuses, family allowances, sick leave, etc.), the Global Wage Report has to date focused on identifying changes over time within countries instead of comparing wage levels across countries.



1. Aiming for the broadest possible coverage is in line with the idea that decent work and hence adequate earnings are of concern for all workers, and that statistical indicators should cover all those to whom an indicator is relevant. See ILO, 2008. 2. This is done on the basis of the IMF’s consumer price index (CPI) for each country. In cases where our national counterparts explicitly provide a real wage series, the real wage series is used in place of the nominal series deﬂated by the IMF CPI.
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$QZ# 9JCVCTGYCIGU! 9JGTGXGTRQUUKDNGKPVJKUTGRQTVYCIGUCTGFGƂPGFCEEQTFKPIVQVJG+.1FGƂPKVKQPQHGCTPKPIU adopted by the 12th International Conference of Labour Statisticians (ILO, 1973). They include: (1) Direct wages and salaries for time worked, or work done. These cover: (i) straight-time pay of time-rated workers; (ii) incentive pay of time-rated workers; (iii) earnings of piece-workers (excluding overtime premiums); (iv) premium pay for overtime, shift, night and holiday work; and (v) commissions paid to sales and other personnel. Included are: premiums for seniority and special skills; geographical zone differentials; responsibility premiums; dirt, danger and discomfort allowances; payments under guaranteed wage systems; cost-of-living allowances; and other allowances. (2) Remuneration for time not worked comprises: direct payments to employees in respect of public holidays; annual vacations; and other time off with pay granted by the employer. (3) Bonuses and gratuities cover: seasonal and end-of-year bonuses; additional payments in TGURGEVQHXCECVKQPRGTKQFU UWRRNGOGPVCT[VQPQTOCNRC[CPFRTQƂVUJCTKPIDQPWUGU Earnings include cash earnings and in-kind payments, but the two should be distinguished from each other. Labour cost and compensation of employees are related concepts, both of which are broader than earnings. For example, labour cost is the cost incurred by the employer in the employment of labour and includes, as well as earnings, other elements such as: food, drink, fuel and other payments in kind, and cost of workers’ housing borne by employers; employers’ social security expenditure; cost of vocational training; cost of welfare services (e.g. canteen, recreational faEKNKVKGU NCDQWTEQUVUPQVENCUUKƂGFGNUGYJGTG GIEQUVQHYQTMENQVJGUCPFVCZGUTGICTFGFCU labour cost (e.g. taxes on employment or payrolls). For a detailed description of these elements, see ILO, 1966. &GƂPGFHTQOVJGGORNQ[GTRGTURGEVKXG Source: ILO, 1973.



Census approach The methodology used for the global and regional estimates is a census method with non-response. In the census approach, the objective is to ﬁnd wage data for all countries and to develop an explicit treatment in the case of total non-response (see “Treatment of total non-response” below). We have tried to collect wage data for a total of 188 countries and territories, grouped into six separate regions.3 To enable easier comparison with regional employment trends, our regional groupings are compatible with those used in the ILO’s Global Employment Trends Model (GET Model) (see Appendix II, table A1; Appendix III, tables A2 and A3). Tables A4 and A5 indicate global and regional coverage (see Appendix IV).



3. Excluding countries and territories for which data on employment are not available from the ILO’s Global Employment Trends Model (GET Model), more speciﬁcally some small countries and territories (e.g. the Holy See and the Channel Islands) that have no discernible impact on global or regional trends.



104



Global Wage Report 2018/19



Treatment of item non-response In some countries for which we found data, the statistical series were incomplete, in the sense that data for some years were missing. Table A5 provides coverage information for each year from 2007 to 2017. As expected, the coverage of the database becomes lower for the most recent years since some statistical offices were still processing these data at the time of preparing this report. While the coverage in the most recent year is good in the developed economies and in Eastern Europe and Central Asia, in other regions, such as the Arab States and Africa, it is less so. For this reason, regional growth rates are ﬂagged as “provisional estimates” when they are based on coverage of around 75 per cent and as “tentative estimates” when the underlying coverage of our database is between 30 per cent and 60 per cent, to draw attention to the fact that they might be revised once more data become available. To address this kind of item non-response (i.e. gaps in the spread of countries for which we have data) a “model-based framework” is used to predict missing values.4 This is necessary in order to hold the set of responding countries constant over time and so avoid the undesired effects associated with an unstable sample. Several complementary approaches were used, depending on the nature of the missing data points; these are described in detail in Appendix I to the 2010/11 edition of the Global Wage Report (ILO, 2010a). Treatment of total non-response 4GURQPUGYGKIJVU To adjust for total non-response (when no time series wage data are available for a given country), a “design-based framework” was used in which non-response was considered as a sampling problem. Because non-responding countries may have wage characteristics that differ from those of responding countries, non-response may introduce a bias into the ﬁnal estimates. A standard approach to reduce the adverse effect of non-response is to calculate the propensity of response of different countries and then weight the data from responding countries by the inverse of their response propensity.5 This implies that no imputations are made for nonresponding countries. In this framework, each country responds with a probability and it is assumed that countries respond independently of each other (Poisson sampling design). With the probabilities of response, , it is then possible to estimate the total, Y, of any variable : (1)



4. This is in line with standard survey methodology, where a model-based framework is generally used for item non-response, while a design-based framework is used for questionnaire non-response. 5. For a discussion of the missing data problem, see also ILO, 2010b, p. 8.
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by the estimator (2) where U is the population and R is the set of respondents. This estimator is unbiased if the assumptions are true (see Tillé, 2001). In our case, U is the universe of all countries and territories listed in table A1 and R is those “responding” countries for which we could ﬁnd time series wage data. The difficulty, however, is that the response propensity of country j, , is generally not known and must itself be estimated. Many methods are available in the literature to estimate the response propensity (see e.g. Tillé, 2001). In our case, the response propensity was estimated by relating the response or non-response of a given country to its number of employees and its labour productivity (or GDP per person employed in 2011 US$PPP). This is based on the observation that wage statistics are more readily available for richer and larger countries than for poorer and smaller countries. The number of employees and labour productivity are used since these variables are also used for calibration and size weighting (see below).6 For this purpose, we estimated a logistic regression with ﬁxed effects as follows: (3) is ln(GDP per person employed in 2011 US$PPP) of country j in the where year 2008, is ln(number of employees) in 2008, and ȁ denotes the logistic cumulative distribution function (CDF).7 The year 2008 is chosen because it is the midpoint between 1999 and 2017. The ﬁxed effects, Įh, are dummies for each of the regions with incomplete data (Asia and the Paciﬁc, Latin America and the Caribbean, Arab States, Africa), while the two remaining regions with complete data form the omitted benchmark category. The logistic regression had a universe of N = 188 cases and produced a pseudo R2 = 0.401. The estimated parameters were then used to calculate the propensity of response of country j, . The response weight for country y j, , is then given by the inverse of a country’s response propensity: (4)



%CNKDTCVKQPHCEVQTU The ﬁnal adjustment process, generally called calibration (Särndal and Deville, 1992), is undertaken to ensure consistency of the estimate with known aggregates. This procedure ensures appropriate representation of the different regions in the ﬁnal global estimate. In the present context, a single variable “number of employees”, n, in a given year t was considered for calibration. In this simple case, the calibration factors, , are given by (5) 6. An alternative speciﬁcation with GDP per capita and population size produced very similar results. 7. Data for the number of persons employed and the number of employees are from KILM (ILO, 2017), and data on GDP in 2011 US$PPP from the World Bank’s World Development Indicators.
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where h represents the region to which country j belongs, is the known number of employees in that region in year t, and is an estimate of total number of employees in the region and the same year, obtained as a sum product of the uncalibrated weights and the employment data from the responding countries within each region.8 The resulting calibration factors for the year 2017 were 1.00 (Europe and Central Asia), 0.99  (Asia and the Pacific), 1.01 (Americas), 0.97 (Africa) and 1.10 (Arab States). Since all calibration factors are either equal to or very close to 1, these results show that estimates were already very close to the known number of employees, , in each region. Note that the calibration process was repeated for each year so that the weight of each region in the global estimate changes over time in proportion to its approximate share in the global wage bill.



%CNKDTCVGFTGURQPUGYGKIJVU The calibrated response weights, , are then obtained by multiplying the initial response weight with the calibration factor: (6) The regional estimate of the number of employees based on the calibrated response weights is equal to the known total number of employees in that region in a given year. Thus, the calibrated response weights adjust for differences in non-response between regions. The calibrated response weights are equal to 1 in the regions where wage data were available for all countries (Europe and Central Asia). They are larger than 1 for small countries and countries with lower labour productivity since these are under-represented among responding countries.



Estimating global and regional trends One intuitive way to think of a global (or regional) wage trend is in terms of the evolution of the world’s (or a region’s) average wage. This would be in line with the concept used for other well-known estimates, such as regional GDP per capita growth (published by the World Bank) or the change in labour productivity (or GDP per person employed). The global average wage, , at the point in time t can be obtained by dividing the sum of the national wage bills by the global number of employees: (7) is the number of employees in country j and where average wage of employees in country j, both at time t.



is the corresponding



8. The estimate, , of the number of employees in region h is obtained by multiplying the number of employees in countries from the region for which we have wage data with the uncalibrated weights, and then summing up across the region.
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The same can be repeated for the preceding time period t+1 to obtain , using the deﬂated wages and the number of employees . It is then straightforward to calculate the growth rate of the global average wage, r. However, while this is a conceptually appealing way to estimate global wage trends, it involves some difficulties that we cannot at present overcome. In particular, aggregating national wages, as done in equation (7), requires them to be converted into a common currency, such as US$PPP. This conversion would make the estimates sensitive to revisions in PPP conversion factors. It would also require that national wage statistics be harmonized to a single concept of wages in order to make the level strictly comparable.9 More importantly, the change in the global average wage would also be inﬂuenced by composition effects that occur when the share of employees shifts between countries. For instance, if the number of paid employees falls in a country with high wages but expands (or stays constant) in a country of similar size with low wages, this would result in a fall of the global average wage (when wage levels stay constant in all countries). This effect makes changes in the global average wage difficult to interpret, as one would have to differentiate which part is due to changes in national average wages and which part is due to composition effects. We therefore gave preference to an alternative specification to calculate global wage trends that maintains the intuitive appeal of the concept presented above but avoids its practical challenges. To ease interpretation, we also want to exclude effects that are due to changes in the composition of the world’s employee population. We therefore avoid the danger of producing a statistical artefact of falling global average wages that could be caused by a shift in employment to lowwage countries (even when wages within countries are actually growing). When the number of employees in each country is held constant, the global wage growth rate can be expressed as a weighted average of the wage growth rates in the individual countries: (8) where rjt is wage growth in country j at point in time t and the country weight, wjt, is the share of country j in the global wage bill, as given by: (9) While we have data for the number of employees, njt, in all countries and relevant points in time from the ILO’s Global Employment Trends Model, we cannot estimate equation (9) directly since our wage data are not in a common currency. However, we can again draw on standard economic theory which suggests that average wages vary roughly in line with labour productivity across countries.10 9. See, for example, the work done mainly for industrialized countries by the International Labor Comparisons programme of the US Bureau of Labor Statistics (see: http://www.bls.gov/ﬂs/). Since we do not compare levels but focus on change over time in individual countries, data requirements are less demanding in our context. 10. See also ILO, 2008, p. 15, for the association between wage levels and GDP per capita. Notwithstanding this, wage developments can diverge from trends in labour productivity in the short and medium term.
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as a ﬁxed proportion of labour productivity, LP: (10)



where Į is the average ratio of wages over labour productivity. We can therefore estimate the weight as (11) which is equal to (12) for wjt and introducing the calibrated response weight, , into Substituting equation (8) gives us the ﬁnal equation used to estimate global wage growth: (13) and for regional wage growth: (13’) where h is the region to which country j belongs. As can be seen from equations (13) and (13’), global and regional wage growth rates are the weighted averages of the national wage trends, where corrects for differences in response propensities between countries.



&KHHGTGPEGUKPINQDCNCPFTGIKQPCNGUVKOCVGU DGVYGGPGFKVKQPUQHVJGGlobal Wage Report Since 2010, when the publication of regional and global wage growth estimates using the methodology outlined above began, there have been slight revisions to the historical estimates. While these revisions are relatively minor in some regions, such as Europe and Central Asia, and Asia and the Paciﬁc, they are more frequent and sometimes substantial in others. The revisions to regional estimates can be explained by several factors, brieﬂy highlighted here. y Improvements and revisions to surveys which collect wage data. Improvements and revisions to existing wage data and surveys often occur. They may include a change in the geographical coverage (e.g. from urban to national), a change in sector coverage (e.g. from manufacturing to all sectors), a change in employee coverage (e.g. from full-time employees only to all employees), etc. To the extent that these changes inﬂuence the growth in wages they may also inﬂuence the regional estimate. y Exclusions. In Latin America, Argentina (since the 2012/13 edition of the Global Wage Report (ILO, 2012)) has been excluded because it identiﬁed inconsistencies in its wage series until 2015. The Bolivarian Republic of Venezuela (since the 2016/17 edition) has been excluded for lack of consistent wage and inﬂation data.
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y Availability of new data from non-response and response countries. Particularly in emerging and developing economies, there is often a lag in the process time for data and/or their public availability. When new or older series are made available, they are incorporated into the regional estimates. y Revision of other data sources used to calculate the estimates. Over time, revisions to the CPI, total employment, total employees and labour productivity can also inﬂuence regional and country estimates.
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Table A1 (cont’d) Nominal wage AFRICA
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Document 19 

AndrÃ©e FERRETTI et Gaston MIRON, dir., Les grands textes indÃ©pendantistes. Ã‰crits, discours et manifestes quÃ©bÃ©cois, 1774-1992, MontrÃ©al, L'Hexagone, ...
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DU 19 octobre 2017 

électronique tels que le réseau Internet, par vidéogrammes (DVD, Blu-Ray Disc, etc.). 3- La présente autorisation est consentie à Sonatel et ses Sociétés ...
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affiche RdeC 02-19 

REFLETS DE CLASSE. Lundi 4 février à 18h30 en R3. Accompagnatrice : Misaki Baba. Mercredi 6 février à 16h30 en R3. Classe de flûte de Cristina Montagna.
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2018-19 Wrestling Stats.xlsx 

8 janv. 2019 - Justin Hopman. 184/285. Fr. 8-8. 8-5. 0-3. 1-1. 0-2. 0-2. 6-3. 1-0. 16. Etiini Udott. 197. Sr. 13-3. 8-2. 5-1. 6-0. 2-0. 5-2. 0-1. 21. 3. David Oppis.
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2018-19 Wrestling Stats.xlsx 

8 févr. 2019 - Wrestler. Weight. Year Season Tournament Dual Exhibition. Fall. Tech. Fall Maj. Dec. Decision. ID. DQ. Injury. Forfeit. PFT. PAT. Jacy Jones.
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Retrieved July 19 2004 

Figure 1 plots the architectural layout used by our application. Next ... Although biologists largely estimate the exact opposite, Dawk. 1 ... shell scripts must run in the same JVM. electrical engineers .... available on the Web for public download.
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RAGLEMENT INTARIEUR. CONSEIL. DADMINISTRATION. BANQUE COOPARATIVE. 6 Jan, 2018 | -PDF-NGHSRICDBC-19-9 | 99 Page | File Size 6,467 KB ...
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2018-19 Wrestling Stats.xlsx 

4 févr. 2019 - Wrestler. Weight. Year Season Tournament Dual Exhibition. Fall. Tech. Fall Maj. Dec. Decision. ID. DQ. Injury. Forfeit. PFT. PAT. Jacy Jones.
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DictÃ©e 19 

1. Ã‰coute la dictÃ©e attentivement (sans l'Ã©crire). 2. Ã‰cris maintenant la dictÃ©e. 3. Refais l'Ã©tape 1 pour t'assurer que tu as Ã©crit tous les mots et les signes de ponctuation. Ã©coutez Ã©coutez. DictÃ©e 19. Vous devez absolument possÃ©der Acr
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OZsS8DBeOGVBnbcAGkvU 19 8101b751ee1d1cc166167f979ea9146e file 












 


[image: alt]





mwGPWcbtViHy7NrTUttf 19 6bc44cd62edf210d6cb09612266c670d file 
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