Why has the gender

wage gap narrowed?

Marie Drolet

he fact that men continue to earn more than

women is not new but it is an issue that

demands frequent re-examination. The female-
to-male earnings ratio—based on the annual earnings
of full-year, full-time workers—has held steady at 0.72
since the early 1990s (Statistics Canada 2009). This
contrasts with the preceding 20 years during which
there was a steady, if modest, narrowing of the earn-
ings gap (Baker et al. 1995). Does this mean that
progress towards equal pay has stalled?

Restricting male—female comparisons to full-year, full-
time employees does not ensure that equal quantities
of work are being compared. That requires a measure
that includes both pay and a precise unit of work:
hourly wages. On an houtly wage basis, the gap in pay
between full-time women and men closed by more
than 5 percentage points from the early 1990s to the
late 2000s (Baker and Drolet [forthcoming]).!

The main purpose of this article is to examine the fac-
tors that contributed to the narrowing of the wage
gap (see Data sonrces and definitions). This article first
shows how the relative position of women in the
labour market has changed since the 1980s. Next,
changes in the wages among men and among women are
examined before changes in the wage gap between men
and women are addressed. The core analyses estimate
the effects of changes in the relative characteristics of
male and female workers, the compensation they
receive for these characteristics, and labour force par-
ticipation relative to the evolution of the wage gap.
Finally, whether the changing labour market participa-
tion of women affects measurement of the wage gap
is addressed by way of a selection model.

Women in the labour market

Of women between the ages of 25 and 54, 4 out of 5
participated in the labour market in 2009. That year,
women accounted for just over one-half of all
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employees. But it is the changing relative position of men
and women in the Canadian labour market that can be
linked to shifts in their labour market outcomes
(namely wages).

Job tenure is a case in point. The gender difference in
‘in-progress’® job tenures fell from 33.1 months in
1978 to 6.7 months in 2008 (Chart A). This is due to
an increase in average tenure among women: from
68.1 months in 1978 to 92.7 months in 2008—a dif-
ference of about 2 years. Alternatively, women were
more likely to be in jobs that just started (1 to 3 months
tenure) than were men until the early 1990s. After that
point there was no appreciable gender difference in
the proportion of new starts (Chart B).

The educational attainment of women has been rising
in recent decades and now surpasses that of men
(Chart C). For example, the proportion of women
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Chart B Proportion of jobs considered ‘new
start’ (job tenure 1 to 3 months)
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Source: Statistics Canada, Labour Force Survey, author’s
calculations, 1978 to 2008.

age 25 to 54 in the labour force that held a university
degree rose from 15.7% in 1990 to 29.3% in 2008.
The corresponding numbers for men are 17.7% and
25.3%. In 2008, 62% of undergraduate degrees and
54% of graduate degrees were granted to women.*

Chart C Proportion of labour force with a
university education
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Structural changes in the Canadian economy—Iike a
shift away from manufacturing jobs—had a dispro-
portionately larger impact on the unionization rates of
men. As a result, the male—female unionization gap
disappeared. In fact, in recent years the proportion of
women in unionized jobs® has been higher than the
corresponding figure for men (Chart D).

Women’s wages grew faster than men’s

Before changes in wage differences befween men and
women over time are addressed, changes in the rela-
tive houtly wages among men and among women must
be documented separately (Chart E). On average,
women’s real wages increased by 11.6% between 1988
and 2008. While increases occurred across all age and
wage groups, the most dramatic improvement was
among women age 45 to 49 (17.8%) and those at the
higher end of the wage distribution (16.0%).

The situation among men is quite different. Overall,
men’s real wages edged up by 1.3% between 1988
and 2008. However, changes were not consistent
across age and wage groups. On average, men age 35
and over and men at the lower end of the wage distri-
bution saw their real wages decline between 1988 and
2008.

Chart D Unionization rates of workers age
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Chart E Percentage change in real hourly wages of 25- to
54-year-olds, 1988 and 2008, by sex
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Sources: Statistics Canada, Labour Market Activity Survey, 1988; Labour Force Survey, 2008.

Unadjusted wage gap narrowed

The ratio of women’s to men’s average hourly wages (Chart F) rose from
0.757 to 0.833. In other words, the unadjusted wage gap narrowed by 7.6
percentage points. The gap converged by 5.4 percentage points between

1988 and 1998 and then by 2.2 pet-
centage points the following dec-
ade. This is consistent with trends
in wage ratios of full-time workers
reported in Baker and Drolet
(forthcoming).

Wage gap narrowed at all
levels of pay

The wage gap narrowed through-
out the wage distribution between
1988 and 2008, but it is at the low-
est end of the wage distribution
where the gap shrank the most (by
11.5 percentage points) and the
upper end where the gap shrank the
least (6.7 petcentage points).®

That the gap shrank the most at the
lower end of the pay scale corre-
sponds to other results. Between
1988 and 2008, the gap shrank
substantially among part-time
workers (by 14.1 percentage
points) and among workers in cleri-
cal occupations (by 12.1 percentage
points).

Most female-dominated occupa-
tions, like those in health and edu-
cation, had relatively small wage
gaps in 1988 and experienced little
change over the period. The excep-
tion is clerical occupations—with a
wage gap of 24% that was halved
by 2008.

Although women dramatically
increased their representation in
high-wage occupations like man-
agement, the wage gaps within
these occupations are clearly larger
than average. This is not surprising
since increasing representation is
first apparent in lower-level posi-
tions within the occupations. In
2000, for example, women com-
prised 26% of senior managers
compared to 37% of managers at
other levels (Statistics Canada
2007).
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Chart F Gender wage ratio among workers
age 25 to 54
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Source: Author’s calculations, hourly wage ratios based on data
from various sources (see text).

The wage gap among university graduates remained
at 16% over the 1998 to 2008 period. Frenette and
Coulombe (2007) attribute the lack of movement in
the gap to persistent differences in the fields of study

chosen by men and women. Women continue to
outnumber men in education and the humanities, while
men outnumber women in mathematics and engineer-
ing”

Wage gap narrowed most among older
workers

While the wage gap converged in all age groups, older
workers experienced the greatest change.® Reading
down the columns in Table 1, the wage gap among
workers age 25 to 29 shrank by 5.6 percentage points
between 1988 and 2008 (Table 1). Over the same
period, the gender wage gap shrank by 16.2 percent-
age points among 50- to 54-year-olds. Most of the
convergence of the gap among younger workers
occurred before 1998, while it continued throughout
the period for older workers.

Factors contributing to the narrowing
wage gap

Factors contributing to the decline in the gender wage
gap have not been extensively studied in Canada.
Baker and Drolet (forthcoming) show that almost two-
thirds of the narrowing wage gap among full-time
workers between 1981 and 2008 can be accounted
for by changes in the relative characteristics of male
and female workers. They conclude that although no

Table 1 Female-to-male hourly wage ratio and gap, 1988 to 2008

Age

All 2510 29 30to 34 3510 39 40 to 44 45 to 49 50to 54

ratio
1988 0.757 0.846 0.794 0.768 0.736 0.681 0.645
1993 0.794 0.905 0.886 0.772 0.762 0.700 0.709
1998 0.811 0.901 0.851 0.805 0.808 0.750 0.749
2003 0.825 0.920 0.868 0.843 0.804 0.768 0.771
2008 0.833 0.901 0.858 0.837 0.825 0.784 0.807

gap
1988 0.243 0.154 0.206 0.232 0.264 0.319 0.355
1993 0.206 0.095 0.114 0.228 0.238 0.300 0.291
1998 0.189 0.099 0.149 0.195 0.192 0.250 0.251
2003 0.175 0.080 0.132 0.157 0.196 0.232 0.229
2008 0.167 0.099 0.142 0.163 0.175 0.216 0.193

change in gap (2007$)

198810 2008 -0.076 -0.056 -0.064 -0.068 -0.089 -0.103 -0.162
198810 1998 -0.054 -0.055 -0.057 -0.037 -0.073 -0.069 -0.104
1998 t0 2008 -0.022 -0.001 -0.007 -0.032 -0.017 -0.034 -0.058

Sources: Statistics Canada, Labour Market Activity Survey, 1988 to 1990;

Survey, 1998 to 2008.

Survey of Labour and Income Dynamics, 1993 to 1996; Labour Force
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Data sources and definitions

For clarity and consistency, this article refers to the gen-
der wage gap although other measures are presented in
the tables. The female-male wage ratio is calculated by
dividing the female wage rate for a particular group or
cohort by the male wage rate for the same group or co-
hort. The wage gap for women is calculated by subtract-
ing the female-male wage ratio from 1.0 and expressing
it as a percentage (e.g., .169 = 16.9%). The narrowing (or
widening) of the gap is calculated by subtracting the gap
in the second period from the gap in the first period.

The data are drawn from the 1988 to 1990 Labour Mar-
ket Activity Survey (LMAS), the 1993 to 1996 Survey of
Labour and Income Dynamics (SLID), and the 1998 to 2008
Labour Force Survey (LFS). The unit of measurement is
hourly wages expressed in 2007 dollars. Wages refer to usual
wages or salaries before taxes and other deductions. Tips,
commissions and bonuses are included and paid overtime
is excluded.

Following Baker and Drolet (forthcoming), this study looks
at paid employees, age 25 to 54, in their main job in May
of the reference year. The age restriction limits the
impact of social and economic trends: by age 25 most
individuals have completed their schooling,'® while the trend
towards early retirement did not affect those under age 55.'7

The years 1988, 1998 and 2008 were selected since they
occur at roughly comparable points in the business cycle.
If women's progress is sensitive to business-cycle fluctua-
tions as suggested by Baker et al. (1995), choosing years
at comparable points in the cycle should minimize any busi-
ness cycle effects and any change in the gender wage gap
would represent a structural change. The longer period also
allows time for compositional changes to occur.

This study uses a proxy measure of experience based on
age. This proxy overstates women’s actual labour market
experience and deviates further from the actual measure
as workers age.'® The experience gap widens among
female workers as they age, partially reflecting the fact that
older women were part of a generation that was less
inclined to combine work and family than younger women.
As long as older female workers in 2008 had, on average,
longer work experience than their counterparts in 1988,
actual work experience would explain part of the wage gap
convergence. The findings of Drolet (2001) suggest that the
omitted variable—actual labour market experience—was
increasing for women during the period.

one characteristic dominates, changes in educational
attainment and the occupations in which men and
women work play important roles.

This study adds information on factors contributing
to the narrowing wage gap within age groups since
compositional changes may have occurred differently
for workers of different ages (see Accounting for changes
in the wage gap).

For older workers, longer job tenure and
shifts in occupation reduced the gap

Between 1988 and 2008, the female—male wage gap
closed by 16.2 percentage points among 50- to 54-
year-olds. The real wages of women age 50 to 54 grew
by 23.4% compared to a slight decline in the real
wages of their male counterparts (-1.4%). Roughly
two-thirds of the narrowing gender wage gap can be
explained by compositional changes (Table 2). In par-
ticular, older men were less likely to hold management
jobs in 2008 (about 14.0%) than their 1988 counter-
parts (about 20.0%). This shift, combined with the fact
that managers generally earn higher wages, accounted
for over one-quarter of the decline in the gender pay

gap. Changes in job tenure accounted for another
14.6% of the decline in the wage gap. This was driven
by a significant increase in the proportion of women
holding long-term jobs’ (14.2 petcentage points).

Higher education and declining
unionization narrowed gap for younger
workers

The growth in real wages of younger women (7.8%)
outpaced that of younger men (0.5%) between 1988
and 2008, contributing to the narrowing wage gap
among 25- to 29-year-olds. Roughly two-thirds of the
narrowing gender wage gap can be explained by
compositional changes.

Changes in educational attainment and choice of oc-
cupation increased the real wages of younger women.
By 2008, 24.1% of younger men and 36.5% of
younger women held a university degree. Since educa-
tion is positively correlated with wages, the increasing
educational attainment of younger women accounts
for about one-quarter of the narrowing gender wage
gap."” Younger women also moved away from low-
paying occupations—Ilike clerical and sales occupa-
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Accounting for changes in the wage gap

For each year (t), men’s and women’s wage structures (i=m,f) were estimated by the relationship between hourly wages
and observed characteristics using ordinary least squares (OLS)

Inw, = X,'B,+u, i = m, f (Equation 1)

where the natural logarithm of hourly wages is the dependent variable, X is a vector of wage-determining characteris-
tics (age, age squared, education [3 groups], part-time, union, married or common law, tenure [6 groups], industry [17
groups], occupation [10 groups], and province [10 groups]);'? B is a vector of regression coefficients showing the return
to each characteristic; and u is a normally distributed error term. Each coefficient is the percentage change in hourly
wage rates associated with a one-unit change in the explanatory variable.

The literature has developed using Blinder-Oaxaca’s decomposition procedure that allows for an identification of the proportion
of the gender wage gap owing to differences in worker characteristics and a portion owing to differences in the returns
to those characteristics as well as differences in the constant term. The decomposition is based on_the OLS property that
the sample average wage, w, is equal to the product of the average vector of characteristics, X , and the estimated
regression coefficients §

The log wage differential for each year (t) can then be expressed as:2°
(In Wm —In Wf) = ()?m = )?f)ﬁm + (,Bm —ﬂf))?f 21 (Equation 2).

Following Baker et al. (1995), the change in the unadjusted wage differential over time can be decomposed into a part
due to changes in the mean characteristics within the sample and changes in the returns to those characteristics. The change
between periods (t-1) and t may be expressed as

M i F

(V_Vt - Wt'\—/ll) - (WtF —W,)=

aM (M M NFIYF _ YF YM /oM M YF (RF _ AQF
Iﬁt (Xt - Xt—l) _ﬂt (Xt - Xt—l)]+ [Xt—l(ﬂt _ﬂt—l) - Xt—l(ﬁt - :Bt—l)
The first component is the change in the wage gap due to changes in the relative mean characteristics across groups weighted

at group-specific prices at time t. The second term is the change due to trends in the relative returns of these character-
istics across groups, weighted by group-specific period (t-1) means of the explanatory variables.

] (Equation 3).

tions—towards high-paying occupations in health and
education, further contributing to the decline in the
gender wage gap.

On the other hand, structural changes in the economy
had a larger impact on younger men. Younger men
experienced a drop in union coverage of 11.3 per-
centage points. Because unionized workers earn more
than non-unionized workers, the contraction of the
gender unionization gap lowered the wages of men
relative to women. This accounted for 26.8% of the
narrowing gender wage gap.

Changes in the pay structure within some industries
also contributed to the narrowing gap. For example,
men traditionally held most high-paying manufactur-
ing jobs—Ilike auto assembly and metal fabricating—
while women held jobs in lower-paying sectors like
textiles and clothing. However, the average houtly

wages of younger men in manufacturing fell by about
2% between 1988 and 2008 but rose by roughly 10%
for younger women.

Declining correlation between wage gap
and age

One clear result is that the gender wage gap generally
increases with age (reading across the rows of data
Table 1, second panel). Since women’s characteristics
have changed significantly since the eatlier cohorts
entered the workforce, at any point in time older
women’s characteristics will be quite different from
those of younger women. Women’s characteristics, al-
though similar to men’s eatly in their careers, may di-
verge due to differing educational, occupational and
career interruption decisions. When combined, the
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Table 2 Accounting for the narrowing wage gap,

1988 to 2008

Age

251029 30to 34

351039 40to44 45t049 50to 54

Change in
Female-to-male
wage ratio
Gap of log wages
Real log wages
Men 0.005
Women 0.078

0.056
-0.072

0.064
-0.103

0.012
0.115

% due to differences
in characteristics
Age
Education
Province
Tenure
Marital status
Union
Part time
Industry
Occupation

o
o
(&)
N

N
wWwhwhuNMooN

AR -a2ORMAONNO

- N

N
—_

ONOONO L — 00N ¢
NVONmowNRrwoO

'
—_—

% due to differences

in returns 34.0 47.3

0.068 0.089 0.103 0.162

-0.118 -0.120 -0.156 -0.217
-0.026 -0.045 -0.001 -0.021

0.092 0.074 0.155 0.196

%

40.2 57.1 47 .1 65.4
0.7 -0.1 -0.4 -0.9
8.5 -7.0 -0.8 3.6
-7.0 -3.3 -4.9 1.1

21.6 26.5 13.9 14.6
2.5 6.0 3.0 1.8
3.1 5.0 4.8 6.6
5.5 4.0 1.6 6.8
-5.8 11.1 1.6 4.0

11.0 15.7 28.2 27.7

59.8 42.8 52.9 34.6

Sources: Statistics Canada, Labour Market Activity Survey, 1988 to 1990; Survey of Labour and
Income Dynamics, 1993 to 1996; Labour Force Survey, 1998 to 2008.

large gender wage gap among
older workers and the smaller wage
gap among younger workers ate
easily explained.

Although there is a correlation
between the wage gap and age in
all survey years, this correlation
becomes smaller each successive
year. The gender wage gap was
20.1 percentage points smaller
among workers age 25 to 29 than
among workers age 50 to 54 in
1988. By 2008, the difference in the
gap between younger and older
workers shrank to 9.4 percentage
points.

The weakening correlation between
the wage gap and age suggests a
‘cohort replacement effect’: as
younger cohorts replace older
ones, the overall gap declines sim-

ply because the gap is smaller (and
remains smaller) in new cohorts
than in those that preceded them.

Does the gender wage
gap increase as
workers age?

The comparison made above is
between workers from different
birth periods. It does not answer
the question, “Does the gender
wage gap increase as workers
age?” The change in the gender
wage gap for a given cohort! over
time can be found by reading Ta-
ble 1 diagonally.'

Using this approach, the gender
wage gap was 15.4 percentage
points among workers age 25 to
29 in 1988. Ten years later, when
the cohort was age 35 to 39, there

was a gender wage gap of 19.5
percentage points. Finally, in 2008,
when the cohort was age 45 to 49,
the wage gap was 21.6 percentage
points. These numbers show that
the wage gap widened by about
6.2 percentage points for the 1988
cohort over 20 years. This is quite a
different finding from the cross-
sectional evidence in 2008 where
the gap among workers age 45 to
49 in 2008 was 11.7 percentage
points higher than among those age
25 to 29. The cross-sectional data
tend to overstate the correlation
between the wage gap and age.

Repeating the same exercise for the
other age groups casts further
doubt on the strength of the corre-
lation between age and the gender
wage gap observed in cross-sec-
tional data. In fact, the gender wage
gap remained stagnant for some
cohorts as they aged. For example,
among workers age 30 to 34, the
gender wage gap was 20.6 percent-
age points in 1988 and 19.3 points
in 2008. For other cohorts, the data
show no clear pattern. So for at
least some cohorts, part of the nat-
rowing wage gap may be attribut-
able to the fact that men’s and
women’s wages no longer diverged
as they aged.

Why did the wages of men and
women in these cohorts stop di-
verging as they aged? Two possi-
ble explanations are related to
career paths. First, as women’s chil-
dren age, they may be able to
devote more time and energy to
the paid labour market (by accept-
ing promotions or acquiring train-
ing). As a result, the wage gap
within a given cohort may have
narrowed or remained stagnant
since women’s enhanced work
effort improved their relative earn-
ings capacity. Second, female
workers have traditionally been
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Addressing selection issues: Simple selection correction

Following Baker et al. (1995), the wages of those in the sample of participants (or those
with wages observed) are estimated by the regression Wi?)t =a%+ Xigt tg TF ei%t
where Wi%t is the natural logarithm of the hourly wage of worker i, within the sample

of participants p, of gender g, in time t; and Xigt is a vector or wage determining
characteristics (age, education, marital status, presence of preschool children, and

region). Second, the wages of those not in the sample of participants n (or those with

9
int

unobserved wages) W.>, are estimated using the regression results ﬂtg and their mean

characteristics, Xigt . Using 1998 as the designated base year (t=0), a weighted estimate

of the log wages is calculated for men and women as:

W =@ Iwg + (L-a@ 8)w? , where @f = pr®/pry and prlis the

mean

employment rate of gender g in year t. Finally, by construction Wr?t controls for observ-
able differences between participants and non-participants, however, it may be prudent
to control for unobservable differences by multiplying by k. If those not participating in
the paid labour market are assumed to receive wage offers lower than those participating

in the labour market, then k < 1. Following Baker et al. (1995), adjusted results are

presented for k = 1.0 and k = 0.9.

viewed as more likely to quit
and be absent from work (Hill
1979), and these predetermined
notions of job performance
may influence pay as well as job
placement (Chandler et al. 1994).
However, recent empirical evi-
dence shows that there is little gen-
der difference in permanent quit
rates and absenteeism (Zhang
2007). As a result, the wage gap
within a given cohort may have
narrowed or remained stagnant
since quits and absenteeism can no
longer be viewed as important
explanations for women’s lower
wages.

The role of changing
‘selection bias’

Since women’s employment rates
were lower in the past, the possible
contribution of changing participa-
tion rates to the narrowing of the

earnings gap should be considered.
For instance, if women working in
the 1980s had ‘above-average’
earnings potential relative to those
not working in the 1980s, it would
constitute a selection bias. As
women’s employment rates
increased, more women with ‘av-
erage’ earnings potential entered the
labour market. Such a scenario
would represent a change in the
selection bias, altering the measure-
ment of the wage gap.

To isolate the impact of changing
selection bias, wages must be linked
to a consistent mix of characteris-
tics at different points in time.
Baker et al. (1995) illustrate a tech-
nique to control for changing
selection biases that may affect
comparisons of unadjusted differ-
entials over time. The technique can
also include an adjustment that

10 / Perspectives on Labour and Income

allows the analyst to make assump-
tions about unobserved character-
istics.

After selection bias is taken into
account (see Addressing selection issues:
Simple selection correction), the adjusted
wage gap shrinks more than previ-
ously reported for 1988 to 2008:
an additional 1.6 percentage-point
increase over the 7.6 percentage-
point change in the unadjusted gap.
This indicates that the average skills
of new entrants in the labour mar-
ket command lower wages than
those who participated both years.
If this assumption is extended to
unobservable characteristics,” the
gap shrinks an additional 5.1 per-
centage points compared to the
change in the unadjusted gap.
According to these assumptions,
addressing the selection issue fur-
ther reduces the gender wage gap
between 1988 and 2008 by be-
tween 1.6 and 5.1 percentage
points."

For those age 25 to 29 in 1988, the
unadjusted gender wage gap wid-
ened by 6.2 percentage points over
the following 20 years (Table 3).
Using selectivity-adjusted wages,
the gap widened by 5.4 percentage
points or by 2.4 percentage points
when unobserved characteristics
were taken into account. Accord-
ing to these assumptions, the
growth of the wage gap for this
cohort is overstated by between
0.8 and 3.8 percentage points when
selection effects have not been
taken into account. This provides
further evidence that the correla-
tion between the wage gap and age
is overstated in cross-sectional
tabulations.'s

Summary

This article explored factors con-
tributing to the decline in the gen-
der pay gap over time. The first
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Table 3 Addressing selection bias: Selectivity-adjusted

gender wage ratios

cohort, there are only moderate
declines in the wage gap for
younger women from cohort to
cohort.

1. A complete analysis of the differ-
ences in the level and trend of the
gender earnings gap and the gender
wage gap can be found in Baker and
Drolet (forthcoming).

2. These measures do not reflect com-
pleted job tenure—they measure
job length at the time of the survey.
Job tenure measures the number
of consecutive months or years a
person has worked for the current
(or most recent) employer. The

1988 1998 2008 1988 to 2008
ratio change
All workers age 25 to 54
Employment rates H Notes
Men 0.876 0.845 0.865 -0.011
Women 0.675 0.722 0.781 0.106
Unadjusted wage ratio 0.757 0.811 0.833 0.076
Selectivity-adjusted wage ratio
k=1.0 0.742 0.807 0.834 0.093
k=0.9 0.721 0.807 0.848 0.127
Synthetic cohort: Workers age
25 to 29 in 1988 and 45 to 49
in 2008
Employment rates
Men 0.853 0.863 0.867 0.014
Women 0.694 0.732 0.804 0.110
Unadjusted wage ratio 0.846 0.805 0.784 -0.062
Selectivity-adjusted wage ratio
k=1.0 0.835 0.805 0.781 -0.054
k=0.9 0.827 0.805 0.803 -0.024

Note: Sample of non-participants includes persons who are unemployed, not in the labour

force and self-employed.

Sources: Statistics Canada, Labour Market Activity Survey, 1988 to 1990; Survey of Labour and
Income Dynamics, 1993 to 1996; Labour Force Survey, 1998 to 2008.

major finding—that the growth in
women’s relative wages outpaced
that of men—suggests that the
changing composition of the
labour force and changes in how
the labour market compensates
workers played a role in narrow-
ing the gender wage gap.

The second major finding—that
men and women entering today’s
labour market are more alike in
terms of characteristics and wages
than they were in the past—sug-
gests that part of the decline in the
gender wage gap may be due to a
cohort-replacement effect. As the
younger cohorts ‘replace’ older
cohorts, the overall wage gap de-
clines simply because the gap is
smaller for the new cohorts than
for those who preceded them.

The third major finding—that
cross-sectional evidence tends to
overstate the correlation between
the wage gap and age—suggests
that part of the decrease in the gen-
der wage gap is related to the fact
men and women’s wages did not
diverge as they aged to the same
extent as in the past.

These findings provide some
insight into the functioning of the
Canadian labour market. First, the
gender wage gap early in an indi-
vidual’s career is an increasingly
good predictor of the wage gap
throughout a generation’s working
life. Second, further declines in the
gender pay gap may be difficult to
determine since, after the 1988

employee may have worked in one
or more occupations or in one or
more locations or businesses and
still be considered to have continu-
ous tenure if the employer has not
changed. Butif a person has worked
for the same employer over differ-
ent periods of time, job tenure
measures the most recent period of
uninterrupted work. A temporary
layoff does not constitute an intet-
ruption.

3. Authot’s calculations from Labour
Force Survey estimates, CANSIM
Table 282-0004.

4. Author’s calculations
CANSIM Table 477-0014.

from

5. Includes those not represented by a
union but covered by a collective
bargaining agreement.

6. The percentile rankings refer to each
sex’s own wage distribution. An
alternative method is to calculate
the average female percentile rank-
ing in the male wage distribution.
This indicator shows that women
‘moved up’ in the male pay distri-
bution—on average, women out-
earned 32% of men in 1988, 37% in
1998 and 39% in 2008.
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7. CANSIM Table 477-0013.

8. Baker and Drolet (forthcoming) note similar results for
full-time workers.

9. Long-term jobs are those that last at least 20 years.

10. Information on major field of study is missing from this
analysis. See Frenette and Coulombe (2007) for a more
detailed discussion.

11. Here the term ‘cohort’ is used to describe a ‘synthetic
cohort’ defined by date of birth. A synthetic cohort is
constructed from repeated cross-sectional surveys. This
permits the average labour market outcomes (in this case
wages) of workers in different birth periods to be tracked
over time. This differs from studies using panel data that
track the outcomes of individnal workers over time. As
long as the cross-sectional sample is representative, this
approach should approximate changes in the gender
wage ratio over time for workers within the same birth
period. A drawback of this approach is the assumption
that the population is fixed. In other words, individuals
observed working at age 25 to 29 in 1988 are assumed to
be the same individuals working at age 45 to 49 in 2008.
Addressing  selection issues: Simple selection correction ad-
dresses this assumption and re-estimates changes in the
gender wage differential over time.

12. Baker and Drolet (forthcoming) present similar results
graphically in their Figure 6.

13. Setting k=0.9 as indicated in Addressing selection issues:
Simple selection correction.

14. Similar results are noted by workers of specific age
groups.

15. The sample of non-participants includes persons who
are unemployed, persons who are not in the labour force
but able to work, and persons who are self-employed.
Alternative samples of non-participants (unemployed
only, unemployed, and those not in the labour force)
were used to perform a similar analysis. All samples
produced similar results.

16. Neill (2009) reports that, for the 18- to 24-year-old
population, enrolment in full-time university studies
increased between 1979 and 2003. This may affect the
gender wage ratio for this age group since the type of
younger adult working may be systematically changing.

17. Milligan and Schirle (2008) document significant changes
in the employment rates of older (55 and over) men and
little change in the employment rates of older women.
Changing retirement patterns may influence the gender
wage ratio among older workers since the type of older
adult working may be systematically changing.

18. Drolet (2001) shows that, in 1997, younger women (25
to 34) spent 84% of their potential years of work
experience working full-year, full-time compared to 74%
of older women (45 to 54), while men spent over 90%
of their potential years of work experience working full-
year, full-time, regardless of age. These numbers were
calculated using data from the Survey of Labour and
Income Dynamics.

19. The variables used have been harmonized to provide a
consistent concept over the survey years. Concordances
for industry coding (from the Standard Industrial Clas-
sification [SIC]—used up until 1998—to the North
American Industry Classification System [NAICS]) and
occupation coding (from the Standard Occupational
Classification [SOC] to the National Occupational Clas-
sification [NOC]) were used to match, as consistently as
possible, at aggregate levels. See Baker and Drolet (forth-
coming) for a complete description.

20. Results from this specification should be interpreted
cautiously since access to occupations, industries and
unionized workplaces may be affected by differential
treatment of men and women in the labour market.

21. The male wage structure is used for comparative pur-
poses. While it is recognized that the choice of wage
structure matters (Drolet 2001), questions related to pay
differentials are often framed in a manner that asks
whether women are paid the same as comparable men.
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