Women’s earnings/

men’s earnings
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ince women began making their presence felt in

the labour market and in institutes of higher learn-

ing, their earnings have been compared with
men’s. For this reason, Statistics Canada publishes con-
siderable data on the subject. The Survey of Consumer
Finances (SCF), which estimates the annual income of
individuals and families, is the source most often used
to measure the female-to-male earnings differential (see
Data sources). Since 1997, the Labour Force Survey
(LFS) has also been used to compare the incomes of
women and men, on a monthly basis.

This article aims to familiarize readers with this new
LES-based measure of relative earnings, and to com-
pare it with the one produced by the SCF. It also
explains the reasons for the sizable gap between the
two measures. In 1997, the female-to-male earnings
ratio produced by the SCF was 72.5%; that of the
LES was 82.3%. (See Appendix 1 for a discussion of
data quality.)

Ratios derived from the SCF

Since 1951, the SCF has been collecting information
on the annual incomes of individuals and families by
source. Since 1967, these data have been published by
sex, making it possible to compare the earnings of men
and women. Harnings comprise wages and salaries and
net income from self-employment. Two main earn-
ings ratios produced by the SCF are commonly used;
one covers all persons earning employment income
(whatever their work pattern), and the other, those
working full time for the whole year.

The first ratio covers persons who worked for pay
from as little as one to as many as 52 weeks a year, for
at least one hour a week. Annual earnings can, there-
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Chart: Female-to-male earnings ratios have
increased steadily for 30 years.
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fore, vary greatly from one worker to another, mainly
because of differences in work volume.

In order to take into account these differences, the
SCF also provides an earnings ratio that covers only
persons working full year full time (that is, those working
49 to 52 weeks during the year, “mostly”" 30 houts or
more per week). Individuals in this group are more
homogeneous since they are less likely to vary their
work schedule during the year.

A ratio for “other” workers® (full- or part-time for
part of the year or part-time for the full year) is also
available, though, as is the case with the first ratio, the
annual amount of work performed varies greatly from
one person to the next. It may also vary for the same
person over the year. The comparison of earnings for
this group, then, refers to a wide range of work sched-
ules and annual hours of work.> Consequently, the
ratio for this group tends to zigzag over time (Chart).
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This last ratio, then, provides little information on
the earnings differential between women and men,
since it does not take into account work volume. The
same is true for the ratio for all workers, since it
includes “other” workers.

The most meaningful ratio, then, is that concerning
tull-year full-time workers. This increased from 58.4%
in 1967 to 72.5% in 1997.

The LFS ratio

Since 1997, the LFS has included questions on the usual
wages and salaries of employees in their main job.*
This does not include overtime pay or wages received
for one or more secondary jobs, paid or self-
employed.” This new information is used to calculate
female-to-male wage ratios on a monthly or annual
basis. In this article, ratios from the LFS are based on
hourly wages. The 1997 female-to-male ratio for
average hourly wages of all employees stood at 82.3%.
This was ten percentage points greater than the SCF
ratio for full-year full-time workers, a sizable gap.

Ratios differ according to source

Several factors may explain such a gap. First, the
populations covered are different. The SCF ratio
refers to both employees and self-employed workers,
while the LFS ratio considers only employees.

The definition of earnings is broader in the SCF. In
addition to wages from the main paid job, the SCF
includes earnings from one or more secondary jobs
(paid or self-employed), paid overtime, and increases
provided for in the contract of employment.® The
LES includes only wages and salaries from the main

paid job.

Furthermore, the two surveys calculate earnings on
a different basis. The SCF produces ratios based on
annual earnings, while the LES uses hourly earnings.

As noted earlier, in order to take into account the
volume of work, the most-used ratio from the SCF is
that for full-year full-time workers only. It therefore
excludes from the comparison other workers. By con-
trast, the LFS measure covers all employees, whatever
their work pattern (see Effect of part-time workers). This
ratio is therefore fully adjusted for hours of work.’

In the following exercise, a reconciliation of the two
rates is attempted by means of two adjustments to the
SCF ratio. First, it will exclude self-employed workers
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from the SCF universe; then it will convert annual earn-
ings to houtly wages.®

Adjustments

Comparable populations
The exclusion’ of self-employed wotrkers from the
SCF has a marginal effect on the 1997 ratio, which
drops from 72.5% to 72.2% when only full-year full-
time workers are considered (Table 1).

Table 1: Reconciliation of SCF and LFS
female-to-male earnings ratios
Ratio
%
SCF ratios (1997 earnings)
Published ratio 72.5
Adjusted for covered populations 72.2
Adjusted for work volume (full-year
full-time workers) 78.8
Adjusted for work volume (all workers) 79.3
1997 LFS ratio
Hourly earnings of all employees (full- and
part-time) 82.3
Sources: Survey of Consumer Finances and Labour Force
Survey

Adjustment for amount of work
The most important adjustment to consider in com-
paring earnings is the one related to volume of work.
However, because the SCF does not collect informa-
tion on weekly or monthly hours, it cannot determine
precisely a person’s annual hours.

For this reason, the usual practice is to consider only
tull-year full-time workers. However, this adjustment
is only partial, since, on average, women working full
time work fewer hours than men (39.5 hours versus
men’s 43.8 in 1997). Over the course of a year, this
difference can amount to as much as six weeks of
work.

A more precise adjustment would be the conver-
sion of annual earnings in the SCF to houtly wages."
The SCF collects information on the number of usual
weekly houts worked at the time of the sutvey."" For
the sake of argument, this is assumed to correspond
to the average weekly hours worked over a year. It is
also assumed that persons working “mostly” 30 hours
or more per week do so throughout the 49 to 52
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A number of data sources can be used
to calculate the female-to-male earn-
ings ratio. That most often used is the
Survey of Consumer Finances (SCF).
Comparable ratios are also available
from the census and from Revenue
Canada taxation data. But the census
data are produced only every five years,
while the Revenue Canada data pro-
vide no information concerning the

Data sources

The ratio produced by the Labour
Force Survey has the advantage of being
fully adjusted for the amount of work
and of being available on a monthly
basis, 21 days after the reference week for
the survey.

The SCF was conducted for the last
time in 1998, collecting data covering
the 1997 reference year. As of the 1998

Income Dynamics (SLID) now gath-
ers those data, along with longitudi-
nal data on labour and income. SLID
can produce an even more precise
measure of volume of work, since
work hours are known for a maxi-
mum of six jobs. Thus, it will be pos-
sible to produce not only the usual
SCF ratios, but also ratios adjusted for
the amount of work.

reference year, the Survey of Labour and
amount of work.

Data sources for calculating the female-to-male earnings ratio

Adjustment for Lastest Ratio
Source Frequency Time lag amount of work year for 1997
%
SCF Annual 20 months Partial 1997 72.5*
LFS Monthly 21 days Total 1999 82.3*
SLID Annual 15 months Total 1997 81.07
Census Quinquennial 29 months Partial 1995 70.9*
Revenue Canada Annual 18 months None 1997 62.3"
* Ratio for employment income of persons working full year full time.
** Ratio for employees’ hourly wages.
T Ratio for average hourly earnings for all jobs and all employees.
' Ratio for median employment income of all persons reporting earnings.
Effect of part-time workers
The LFS ratio shows that among part-time workers, women Average hourly earnings
exceed wage parity with men (109.9%). The ratio for full-
time employees is 83.2%. In light of this, why should Hourly
including part-time workers lower the overall ratio (from earnings Proportion Ratio
0 0/\>
83.2% to 82.3%)x 3 %
In fact, when part-time employees are added to the over- All employees L5 AE 100.0 iz
1l ratio, the numerator decreases in relation to the numera- Men 17.43 54.9
& > : , ! Women 14.34 45.1
tor for the full-time ratio, because hourly earnings of women
working part time are less than those of women working Full-time 16.51 81.0 83.2
full time ($12.14 versus $14.73, and $14.34 for all women). Men 17.70 49.1
The denominator also decreases, since houtrly earnings of L Gluta] ) EREY
men wo%king part time are lower than those of men work- Part-time 11.84 19.0 109.9
ing full time ($11.04 versus $17.70, and $17.43 for all men). Men 11.04 5.8
But since a greater proportion of women than men hold Women 12.14 13.3
part-time jobs (13.3% and 5.8% of all employees, respec- Source : Labour Force Survey, 1997

tively), the relative decrease in the numerator is greater than
that in the denominator.
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Table 2: Female-to-male income ratios, SCF and LFS
SCF LFS
Wages and Hourly
salaries* earnings
Full-year
Annual full-time All All
income** employees employees employees
%
All employees 72.5 78.8 79.3 82.3
Age
15to 24 80.8 88.9 95.3 89.8
25to 34 76.3 83.4 85.0 88.4
35to0 44 73.4 79.8 79.2 82.0
45 to 54 69.8 75.6 74.6 76.5
55 and over 66.4 71.8 73.0 75.6
Marital status
Single (never married) 91.8 99.0 99.9 93.7
Married or common-law 67.5 73.8 73.6 78.3
Other 80.3 85.7 85.0 82.4
Education
Less than Grade 9 69.6 73.4 78.1 70.3
Some high school 64.6 69.8 71.8 74.5
High school graduation 73.0 79.6 79.8 81.3
Some postsecondary 75.0 78.2 80.0 82.6
Postsecondary
certificate or diploma 70.6 77.3 78.6 80.9
University degree 73.6 80.4 80.1 84.0
Occupation
Management and
administration 65.5 72.2 71.8 77.5
Professional 73.0 80.9 81.5 85.2
Clerical 80.7 85.8 86.7 89.4
Sales 73.1 78.3 76.9 74.8
Service 64.8 70.0 74.9 72.2
Primary industry 60.8 64.2 64.7 67.9
Occupations unique
to production 65.2 68.2 67.7 67.2
Construction -- -- -- 86.0
Transportation
equipment operators 78.8 89.9 88.6 84.7
Labourers and other 61.0 62.1 65.0 71.0
Sources: Survey of Consumer Finances and Labour Force Survey, 1997
* Does not include self-employment income of paid workers who had a second job
in which they were self-employed.
** Calculated for persons working full year full time.

weeks (and not only for 26 weeks,
the minimum for full-year full-time
workers) (see note 2).

By dividing SCF annual wages
and salaries by the number of
weeks and weekly hours usually
worked, one can convert annual
earnings to an hourly wage. The

SCF ratio for full-year full-time

employees then stands at 78.8%
(Table 1).

In order to make the SCF ratio
conceptually comparable with the
LES ratio, “other employees”—
namely, those working part time
part of the year, part time all year
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or full time part of the year —
must be added, so as to cover all
employees.'” The same adjust-
ments can be made for this group
of employees and a ratio calculated
for all employees. The final ratio is
therefore 79.3%, much closer to the
LFS ratio. This similarity also holds
for a number of socio-demo-
graphic characteristics (Table 2).
(A detailed set of female-to-male
earnings ratios for the 1998 LFS
is provided in Appendix 3.)

Conclusion

This article has compared the new
Labour Force Survey (LFS) meas-
ure of the female-to-male earnings
differential with the widely used
measure produced by the Survey of
Consumer Finances (SCF). It has
also explained the reasons for
the sizable, ten percentage-point
gap observed between those two
ratios.

Several conceptual differences
set the two measures apart. The
SCF ratio covers all workers, both
employees and the self-employed.
The LFS measure covers only
employees. The definition of
earned income is broader in the
SCF, since it includes not only earn-
ings from one or more paid or
self-employed jobs, but also paid
overtime, and contractual wage
increases. In the LFS, only the
wages and salary of the main job
are taken into account.

Even more important, the base
used in the calculation of earned
income is different: the SCF col-
lects earnings on an annual basis,
while the LFS provides hourly
wages. The LFS ratios are therefore
fully adjusted for volume of work,
while the SCF ratios are only par-
tially adjusted.
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In this article, the SCF ratio was
adjusted to make it conceptually
comparable with the LFS ratio.
Making the opposite adjustment
would have been practically impos-
sible, since the LLFS does not col-
lect information on the number of
weeks worked. The adjusted SCF
ratio therefore covers only the
wages and salaries of employees. A
further adjustment converted
annual incomes to hourly wages, to
take volume of work into account.

Following these adjustments, the
1997 SCF ratio comes closer to
that of the LFS (82.3%), changing
from 72.5% to 79.3%. Of all the
adjustments made, the one for vol-
ume of work has the greatest
effect. The reconciliation achieved
holds for a number of socio-
demographic variables.

While they are apparently far
apart, the ratios produced by these
two sources ultimately prove simi-
lar when conceptual differences are
taken into account. The remaining
gap may be due to the survey
methodologies.

& Notes

1 “Mostly” means that a person
worked 30 hours or more per week for
at least 26 weeks during the year. The
person could have worked less than 30
hours per week the rest of the year and
still be considered full-year full-time.

2 Other workers may have worked
“mostly” 29 hours or less per week for
49 to 52 weeks or less than 49 weeks
during the year.

3 A variety of work schedules also
exists for full-year full-time workers,
since in order to be considered as such
these people must have put in “mostly”
30 hours or more per week. However,
this group usually has a major attach-

ment to the labour market and a fairly
stable work schedule.

4  Wages and salaries also include
before-tax tips, commission and
bonuses. The main job is the one at
which the employee worked the
greatest number of hours during the
LES reference week.

5 The LFS does not question self-
employed workers on their wages and
salaries, because it is impossible for
them to supply such information.
Conceptually, the earnings of self-
employed workers should correspond
to net income, that is, income minus
expenses. However, the incomes and
expenses of self-employed workers are
not necessarily linked to current hours
of work (equipment, for example, will
have been paid for prior to its use).
Self-employed workers, may, however,
report their net income for the calendar
year. Since the SCF and the Census of
Population are based on annual
incomes, those surveys can cover both
employees and self-employed workers.

6 Questions regarding wages and sala-
ries are usually asked only in the first
interview (of six). However, if the
respondent changes employer or tasks,
the interviewer asks these questions
again. But if an employee moves to a
new level, or if his or her wages rise,
such increases are not immediately
reflected in the data. They eventually
appear with sample rotations.

7 Other factors, such as sampling and
non-sampling errors, may also help to
explain the sizable gap between the
SCF and LFS ratios. One such factor is
the SCI’s smaller sample size (two-
thirds of the LFS sample) and the
different reference period (the SCF
refers to the year preceding the survey,
while the LFS refers to one week).
Furthermore, the SCI asks respond-
ents to recall their labour market activi-
ties over the past year, while the LFS
refers to the past week. Recall problems
may therefore be more common in the

SCF.

8 The LFS ratio cannot be adjusted to
make it comparable with that of the
SCF because the LFS does not collect
any information on the number of
weeks worked.

9 'This first adjustment may seem
rather crude, since it does not take
account of transitions from “employee”
to “self-employed worker” status or
vice versa during the year. Since the SCF
is an annual survey, it records the
respondent’s status once—at the time
of the survey (April 1998). This study
made an additional adjustment to take
these transitions into account. How-
ever, the effect is marginal, as may be
seen in Appendix 2.

10 This conversion is not usually rec-
ommended. It is done here solely in an
effort to reconcile conceptually the SCF
and LFS ratios. If the comparison is
confined to average overall measures,
however, it is valid.

11 The SCF, a supplement to the April
LES, refers to the previous year. Usual
work hours correspond, then, to those
of April of the following year.

12 Making the same adjustments in
work volume for “other” employees is
riskier, owing to the diversity of work
status within this group. Also, workers
included in it are more likely to change
their hours during the year. The
assumption that average weekly work
hours in 1997 are equivalent to usual
hours in April 1998 is probably further
from reality than is the case for full-year
full-time workers. Overall, however,
the final result is fairly reliable,
although very detailed breakdowns
should be avoided.
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The Labour Force Survey (LFS)
and one of its supplements, the
Survey of Consumer Finances
(SCE), are used to produce esti-
mates based on the data drawn
from a sample survey of house-
holds. The gap between the
estimates based on the sample
and those derived from a com-
plete enumeration conducted in
similar conditions is called the
sampling error of the estimates.

While the sampling error is not
known, it can be estimated using
the sample data. One such meas-
ure is the coefficient of variation
(CV), the standard error as a per-
centage of the estimate. Gener-
ally, the larger the estimate, the
smaller the CV. LFS-derived
estimates that are less than 1,500

Appendix 1—Data quality

systematically have high CVs, and
therefore are less reliable. The com-
parable value for the SCF is 2,250.
In this article, earnings ratios
derived from estimates based on at
least 2,250 records (both in the
numerator and in the denominator)
for the SCF and 1,500 for the LFS
are considered sufficiently reliable.

Errors unrelated to sampling can
occur at almost any stage of a
survey. Interviewers may not fully
understand the instructions,
respondents may make mistakes in
answering questions, responses
may be improperly entered on
questionnaires, or errors may be
introduced during the compilation
or processing of the data. These
errors are all examples of non-
sampling error.

Over a great number of
observations, random errors will
have little effect on the survey
estimates. However, errors that
occur systematically will contrib-
ute to biases. Quality assurance
measures were applied at each
stage of the data collection and
processing cycle, including the use
of experienced interviewers,
observation of interviewers and
quality control procedures.

To obtain a more detailed
description of the LFS and its
objectives, coverage, sampling
techniques, concepts, definitions,
data quality, and so on, see the
Appendix in Historical Labonr
Force Statistics (Catalogue no.
71-201-XPB).

ous year and vice-versa.

Appendix 2—Exclusion of the self-employed

The SCF is conducted annually. Persons who
were employees at the time of the survey may
have been self-employed for part of the previ-

Female-to-male ratio
(hourly wage)

All  In their job for at

To avoid including persons who changed sta-

tus during the year, it is possible to consider only
employees who have been in their job for at
least 16 months (a period that covers the survey
reference year up to the following April, when
the SCF data are collected).

This adjustment has a minimal effect on the
1997 ratio, which drops to 78.5% (compared
with 79.3% when duration of employment is
not considered). The difference is also minor
when age, marital status and education are taken
into account.

employees least 16 months*
%

All employees 79.3 78.5
Age
15to 24 95.3 90.0
25to 34 85.0 83.5
35to0 44 79.2 79.9
45 to 54 74.6 74.2
55 and over 73.0 73.2
Marital status
Single (never married) 99.9 97.2
Married or common-law 73.6 74.1
Other 85.0 83.7
Education
Less than Grade 9 78.1 78.9
Some high school 71.8 69.6
High school graduation 79.8 78.7
Some postsecondary 80.0 76.9
Postsecondary certificate or diploma 78.6 78.4
University degree 80.1 80.1

Sources: Survey of Consumer Finances and Labour Force Survey,

1997

*  Does not include the self-employment income of paid workers

who had a second job in which they were self-employed.
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Highlights

The female-to-male wage gap
generally increases with age. In
1998, the ratio ranged from 90%
for employees aged 15 to 24 to
75% for those aged 55 and over.

The wage ratio for part-time
employees exceeded wage parity,
reaching 114%, compared with
83% for full-time employees.

The wage gap tends to diminish
as education increases. The ratio
for employees with less than high
school was 73%, in contrast
to 85% for employees with a uni-
versity degree.

Single employees experienced a
higher ratio (92%) than married
employees (78%).

Among industries, the wage gap
was smallest for employees in
agriculture and in services, whose
ratios were 90% and 87%,
respectively. This contrasts with a
ratio of 68.5% for finance indus-
tries.

Women working in primary
occupations faced a relatively
large wage gap, with a ratio of
about 67%. In contrast, the ratio
for clerical and transport equip-
ment operating workers was
around 90%.

Unionized women earned 90
cents for every dollar earned by
their male counterparts. These
earnings compare favourably
with those of non-unionized
women, who earned just 78 cents
for every dollar earned by non-
unionized men.

Appendix 3—1998 LFS female-to-male hourly earnings ratios

All 55 and
ages 15-24 25-34 35-44 45-54 over
All employees 82.1 89.7 879 816 77.3 75.0
Full-time 829 899 883 824 784 756
Part-time 113.8 101.6 104.1 94.2 814 929
Education
Less than high school 72.8 843 746 710 684 71.1
High school graduation 80.8 82.7 815 784 743 765
Some postsecondary 82.6 90.2 884 785 76.7 69.2
Postsecondary certificate or
diploma 80.4 87.3 852 808 774 79.1
University degree 85.1 90.6 894 889 849 812
Marital status
Single (never married) 92.3 896 920 954 974 994
Married or common-law 783 844 856 793 753 733
Other 81.2 814 833 831 800 77.3
Job tenure
<1 year 81.8 92.0 86.3 756 73.1 69.8
1-5 years 81.3 87.6 87.0 76.6 724 734
6-10 years 849 89.2 89.1 832 79.7 787
11-20 years 826 756 89.0 86.3 76.3 73.8
>20 years 83.8 - -- 859 856 77.1
Industry
Agriculture 89.6 96.2 99.1 79.3 84.0 76.0
Other primary 81.2 785 86.9 843 744 822
Manufacturing 73,5 851 81.8 73.1 654 633
Construction 75.5 80.6 79.2 755 635 751
Transportation 86.9 86.3 986 86.3 864 699
Communication & other utilities 84.7 934 926 87.4 803 67.7
Trade 752 924 823 71.0 66.9 70.0
Finance 68.5 919 79.9 62.8 59.8 63.1
Insurance 748 1126 786 741 73.1 58.2
Real estate 85.9 100.0 855 839 744 97.1
Service 87.2 97.1 90.7 858 79.8 77.8
Public administration 81.8 964 89.0 853 774 775
Occupation
Managerial & other professional 81.4 924 893 821 779 734
Clerical 885 950 91.2 858 831 799
Sales 73.2 96.1 79.1 705 656 66.4
Service 73.1 96.6 76.0 67.8 62.6 76.6
Primary occupations 67.0 78.2 68.7 684 605 595
Processing, machining &
fabricating 67.3 80.1 714 642 615 63.0
Construction 80.7 90.1 82.7 87.8 -- --
Transport equipment operating 89.0 804 958 89.1 88.1 895
Material handling & other crafts 69.9 869 744 67.2 56.2 66.4
Size of workplace
<20 employees 81.0 886 854 780 754 76.5
20-99 employees 845 924 888 824 814 793
100-500 employees 80.8 904 86.9 812 76.2 73.1
>500 employees 86.7 90.3 93.2 90.0 819 77.6
Union status
Union coverage 89.8 949 956 89.3 87.7 835
Member 90.1 94.8 96.2 89.6 88.1 839
Collective agreement 84.8 93.9 880 839 820 767
Non-unionized 781 895 846 77.0 69.1 694

Source: Labour Force Survey
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