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Abstract

In the European Union, women’s hourly wages are about 80% to 95% of men’s. But this does not give
a complete idea of the male/female inequality in pay, because it masks the additional effect of the
unequal number of hours of work. In this paper, we propose a decomposition of the gender monthly
wages gap, with a particular focus on the components of the part of the gap explained by differences
in characteristics. The analysis is done for 10 countries of the EU: Austria, Denmark, France,
Germany, Greece, Ireland, Italy, Portugal, Spain and the United-Kingdom. The data set is the ECHP,
in its 7" wave (2000). The method used for the decomposition is that proposed by Oaxaca & Ransom
(1994), completed with a Heckman's two-steps procedure to correct for selectivity inspired from
Oaxaca & Neuman (1998).

The results show, firstly, that countries are not comparable whether in the size of the gap, or in its
composition. But all in all, there is clearly something common to all the countries in the large effect of
differences in working hours between women and men. The other components contribute variously to
the gap, but on average, it seems that the public sector generally appears more favorable to women.
This leads to another look at the gender wage gap, and a second decomposition is done, considering
the total wage gap as made of three gaps: a gap between men and women in the private sector, a
wage gap between the public and the private sector among men, and a wage gap between the public
and the private sector among women. This decomposition shows that after the private sector wage
gap, the main contribution to the total gap, which reduces its size, is that of the public/private wage
gap among women.

An interpretation of these results for purposes of public policy has to be careful; but at this preliminary
step, they suggest that the general trend to downsize the public sectors could contradict the objective
of greater professional equality between men and women, and could widen the gender wage gap.
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JEL code: J31, J45, J71
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Introduction

In Europe, in 2000, women’s hourly wages represented between 80% and 95% of men’s hourly wages
(European Commission, 2003, p.10). However, this figure only gives a partial idea of the inequality in
earnings between men and women, for it masks the additional effect of inequality in the number of
hours worked. This is essentially the consequence of part-time work, which almost exclusively involves
women. Thus, if we consider monthly wages, women only earned between 65% and 80% of the
amount earned by men.

The differences in job structures, characteristics of individuals and in working hours make a large
contribution to the gender wage gap. In this paper, we propose an evaluation of the impact of these
different factors on the composition of the gender wage gap for ten countries in the EU. The data we
use is drawn from the seventh wave of the European Community Household Panel (ECHP),
conducted in 2000". The advantage of this source is that the data has been harmonised at a European
level. However, certain countries for which the data were too incomplete (Sweden, Belgium and the
Netherlands) or for which the samples were too small (Finland, Luxembourg) have had to be omitted
from our survey. Finally, we are left with ten countries for which we have been able to carry out a
complete analysis: Austria, Denmark, France, Germany, Greece, Ireland, Italy, Portugal, Spain and
the United Kingdom.

We start in section 1 with a brief overview of some structural characteristics of these countries. In
section 2, we focus in more detail on the method of decomposition of the gender wage gap, which
allows to evaluate the relative contribution of returns and individuals and jobs characteristics; these
characteristics are in turn broken down into four components: “human capital “, “sector of
activity/professional category*,“working hours®, and “public sector”. Not surprisingly, the respective
importance of these components varies greatly from one country to another. In terms of public policy
to reduce the gender wage gap, this means that the emphasis must be placed on different priorities in
each country. Another interesting result is that the “public sector” component generally appears to
have a negative impact on pay inequality. This leads to another look at the gender wage gap, and a
second decomposition is proposed in section 3. This time, the overall wage gap is considered as
made of three gaps: the wage gap between men and women in the private sector, the wage gap
between public and private sector among men, and the wage gap between public and private sector
among women. The results from this last decomposition suggest that the general trend to downsize

the public sectors could contribute to a widening of the gender wage gap.

1. Men and women in the EU labour market

The EU countries share many common rules and objectives in the field of employment and
professional equality between men and women. However, the respective situations in these countries
are far from equivalent. Among the numerous reasons for this, we can cite three which stand out:
firstly, women’s participation in the labour market varies in scale, history and social acceptance from
one country to another; secondly, institutional measures, notably in terms of tax systems, make it more
or less attractive for women who are married and/or have children to work; lastly, measures relating to
systems of childcare and parental leave can also either encourage or penalise the participation of
women in employment, particularly in relation to full-time work.

To achieve greater cross-national comparability in the populations of the countries studied, we have
limited our field — throughout the paper — to the 25 to 55 year-old age range. We have chosen this
relatively restrictive range to limit the impact of national differences both in the duration of the studies
and in retirement conditions. It has the added advantage of providing greater precision in taking the
number of children into account: in the ECHP (as in many other sources), only the children actually

' See Eurostat, 1996 for a complete presentation of the EC Household Panel.



present in the household are taken into account; by setting an upper age range limit of 55, we obtain a
greater probability that children will still be living with their parents.

1.1. Occupational status

The profiles of the distribution of men and women in terms of occupational status vary considerably
between the different EU countries, shaped by the combination of factors involved in institutional
diversity. In this paper, we have chosen to work with four possible occupational statuses: salaried
work, self-employment, unemployment and inactivity. For men (graph 1.a), the cross-country
differences in profile appear largely to be due to the different proportions of self-employment; this is
much higher than average in the Southern countries, bearing witness to the fact that the primary
sector has remained stronger here than it has in the other countries. The second factor of
differentiation is, of course, unemployment.

Graph 1 - Activity status of men (1.a) and women (1.b) in 10 EU countries

Much greater national contrasts arise when we examine the situation for women (graph 1.B). A first
level of comparison, in relation to the situation for men, shows that the rate of activity is considerably
lower for all the countries analysed except Denmark. This observation is already widely known. The
composition of the activity is also very different: apart from a few exceptions (Austria, Greece, Ireland,
the United Kingdom), the level of unemployment is at least as high as that of men, testifying to the
general phenomenon of female “over-unemployment” (see Maruani, 2003). In every country, the
proportion of self-employment is lower than that observed for men, although for women too, the rate is
comparatively higher in the Southern countries. As for the global proportion of salaried employment, it
is lower for women than for men in every country except Denmark. Finally, part-time work, almost non-
existent for men?, generally represents a significant proportion of salaried employment for women.

A second level of comparison, between the different national situations for women, shows that Spain,
Greece, Ireland and ltaly are all characterised by a high proportion of inactivity. However, Ireland
stands out from the other members of this group because of its higher proportion of part-time
employment, which remains undeveloped in the Southern countries. A second group of countries can
be constituted on the criterion of the overall proportion of salaried employment; this group comprises
Germany, Austria, France and Portugal. Within this group, slight differences can be observed in
relation to the share of part-time work, which is higher in Germany and Austria than in France, and
almost non-existent in Portugal. There remain the United Kingdom, in which the proportion of salaried
employment is significantly higher than in the latter group of countries, with a high level of part-time
work, and Denmark, distinguished from all the other countries by its very low proportion of inactive
women.

In addition to the general inequality of their presence in salaried employment, it is also widely
acknowledged that men and women do not hold the same jobs: inequalities are particularly present in
terms of professional category, sector of activity and public employment. These job characteristics,
which may influence wage levels, will be examined briefly in the next sub-section.

1.2. Employment characteristics

Overall, an examination of job characteristics leads to a conclusion in line with the classic results. The
differences that appear between one country and another are of a structural nature: a varying
proportion of skilled jobs, corresponding to differences in the level of qualification of the work force,
and a varying proportion of large sectorial components. As for the spread of men and women, women
hold relatively less skilled jobs than men, and they work more often in the tertiary sector.

It should be noted that the composition of salaried employment presented here may differ from the
usual statistics, because the data for almost half of the countries in our study (Austria, Greece, Italy
and Portugal) do not provide details of the number of hours worked in part-time jobs of less than
fifteen hours a week. As we shall be studying the earnings of the population described, we have
applied this threshold to all the countries in the survey, and the salaried jobs described here therefore
exclude small part-time jobs.

2 Among men, the proportion of part-time salaried employment in the age-range studied varies from 0.8% (in Belgium) to 2.8%
(in France and Ireland); this figure rises to 4% in the Netherlands.



Table 1 — Salaried employment structures (%)

Taken as a whole, the main characteristics of gender inequality that we observe are nothing new, but
certain nuances can be brought out: although the proportion of women holding managerial posts is
generally lower than that of men, this is not the case in Spain, Greece, ltaly or Portugal (table 1.A).
One reason for this particularity is simply mechanical: as there are fewer women actually in
employment in these countries, the number of women holding managerial jobs as a proportion of this
smaller fraction of the female population is naturally higher than is the case for men in these countries,
or for women in other countries. A generation effect may also be at work here: older women are less
likely to be active, and when they are active, they are more likely to be self-employed, whereas
younger women are both more likely to be salaried and better qualified. Nevertheless, the main
dividing line between “white collar” workers (the largest relative proportion of women’s jobs) and “blue
collar” workers (the largest relative proportion of men’s jobs), can be observed in every country.
Equally widespread is the fact that the blue-collar jobs held by women are more often unskilled,
whereas those held by men are more often skilled jobs.

As for the sectorial spread of activities, the proportion of women who work in education and social
services (“other services" in the table) is generally much higher than the proportion of men; in the
other tertiary sector activities, the proportion of women in trade exceeds that of men, except in
Denmark, France and Portugal, and, reciprocally, the proportion of men is higher in communication,
finance and real estate activities, with the exception of Spain.

Finally, the proportion of women employed in the public sector is systematically higher than that of
men. As we shall see, this has a certain interrelation with earnings, for their method of determination
can be more favourable to women than it is in the private sector (see Gregory & Borland, 1999).

1.3. Education, experience, family structures

The “human capital" characteristics (education and experience) and family characteristics of
individuals constitute two further dimensions of factors that can influence earnings. Education and
experience are fundamental variables in the traditional formulation of earning equations (Mincer, 1974;
Willis, 1986). The measurement of these two variables presents difficulties of various orders. Firstly, in
the field of education, it is difficult to harmonise measurements on an international level. In the case of
the ECHP, this has resulted in a very poor variable with only three levels and no indication of
specialities. Secondly, a classic problem arises from the fact that very often (and this is true here) no
effective measurement of experience is available. Experience is measured by the number of years
since leaving education or since first entering a job, without any possibility of taking into account
intermediate periods of unemployment or inactivity. However, we know that women are more likely to
experience interruptions in their careers than men are, because of children. This leads to an over-
evaluation of women’s professional experience (see Bayet, 1996; Meurs & Ponthieux, 2000), and
neglect of the specific effect of interruptions, which has been described by many authors (Gronau,
1988; Albrecht et al., 1998; Colin, 1999). To correct this measurement of potential experience, we
shall introduce the number of children into the earning equation in order to capture the effect of time
possibly spent outside the workplace.

From another perspective, family characteristics and education levels are important factors in
employment selection mechanisms; in short, less well-educated women have weaker job opportunities
and tend to have more children. The difficulty here is due to endogeneity, for a higher number of
children reduces the probability of employment. It should be noted that recent work (Ahn & Mira, 2002)
tends to demonstrate a change of sign in the classic correlation between the number of children and
access to employment (notably in the Southern countries); it seems as though women were waiting to
get a job before having children. This phenomenon can be related to the fall in fertility rates and the
rise in levels of education. Within the limits of this paper, we shall simply refer the reader to the
abundant literature about the relative effects of education and labour market institutions and structures
on the joint decision concerning participation in the labour market and child-rearing (see, for example:
Journal of Population Economics, 1996; Del Boca, 2002; Smith et al., 2003).

What is the situation of the countries analysed in this paper in relation to these different dimensions?
In terms of education, we can divide the whole sample into three groups (Table 2): countries in which



women have on average a lower level than men (Germany, Austria, Greece and the United Kingdom),
those in which the levels are equivalent (Denmark, Spain, Ireland and Italy) and those in which women
have a higher average level than men (France and Portugal). The effect of selection in employment is
expressed in the difference between a certain level of education as a proportion of the whole group
and as a proportion of salaried employees; this difference is greater for women than for men in every
country, and above all in Spain ( where the proportion of women possessing a higher education
diploma rises from 29% for the whole group to 47% for the salaried employees), in Greece (from 19%
to 36%), in Ireland (from 17% to 26%), in Portugal (from 15% to 22%) and also, but to a lesser degree,
in Italy and Germany.

Table 2 — Distribution of men and women by education levels (%)

To describe family characteristics, we have identified seven classes of individuals, using two criteria:
living in a couple or not, with children (distinguished by the number and age of the children) or not. For
each class, the comparison of family structures for the whole population and for the salaried
employees brings out a contrast between men, for whom the spread by class hardly varies, and
women, for whom we can observe, unsurprisingly, the under-representation of women with at least
three children among the salaried employees and, conversely, the over-representation of women who
live alone or in a couple without children.

Table 3 - Distribution of men and women by family characteristics (%)

However, certain countries do present a more particular profile. Denmark is once again eccentric,
since the distribution by class changes very little between the whole population and the salaried
employees, and this is true for both men and women. In certain other countries (Greece, Ireland, Italy
and Portugal), the proportion of women with young children is higher than average among salaried
employees; this could be an illustration of the change in sign of the correlation between fertility and
participation in employment mentioned above.

Family characteristics can affect the presence of women in employment. For women who do work,
they also have an influence on the number of hours they work. Combined with the characteristics of
the jobs occupied, they contribute to a shorter average working week than that of men, and to a
greater disparity in working hours for women. A graphic representation of the distributions of the length
of working weeks shows that this effect is general (Graph 2).

On the whole, the amplitude of the variation is the same for all countries. As might be expected,
women’s working hours are more frequent at the lower end of the distribution than those of men. In
addition, the longest working weeks for women are lower than those for men are. Above all, the profile
of the distributions differs greatly between men and women. The distribution for men is much more
tightly grouped around the 40-hour week. Lastly, the four Southern countries differ from all the others
in that part-time work is less developed in them. In the other countries — except Denmark -, this is
illustrated by the almost bi-modal distribution of women’s working hours: around 20 hours and around
40 hours.

Graph 2 - Distribution of weekly working hours

This overview will end with a look at monthly earnings (Graph 3). These are the current earnings
declared during the survey; they are converted into “purchasing power parities" (PPP), and therefore
cross-nationally com parable’.

There again, as could be expected, the women’s wage curve lies to the left of the men’s wage curve,
and, except for Denmark, women’s earnings are more widely dispersed. Furthermore, the top of the
men’s wage distribution is considerably higher than that of the women’s wage distribution in every
country. Conversely, the bottom of the women’s wage distribution is lower than the male one.

We shall now examine how differences in access to employment and in the characteristics of
individuals and jobs held can help to explain the lower wage levels of women.

% Almost : in France, unlike all the other countries studied here, there is no tax deduction at source. Earnings in France are
therefore net of social security payments, but gross of taxes, whereas they are “net-net" for the other countries.



Graph 3 - Distribution of monthly earnings (in PPP, logarithms)

The size of the gap in wages (for subsequent calculations, this is expressed as the ratio of men’s
earnings to women’s earnings) varies from 1.2 in Portugal to more than 1.5 in Germany, Austria,
Ireland and the United Kingdom (Graph 4).

Graph 4 — Average gender wage gap

2. Composition of wage gaps

Among the various methods that exist for conducting this type of analysis (for a survey of these
methods, see, for example, Beblo et al., 2003), we have chosen a “standard” one: that proposed by
Oaxaca & Ransom (1994). One classic difficulty in the evaluation of earnings equations comes from
the fact that earnings are only known for the fraction of the population which is actually paid a salary,
yet this sub-population may differ from the reference sample in terms of unobserved characteristics,
which may result in biased estimations. Here, we have also chosen a standard method, Heckman'’s
“two-step” method (1979), to take this selection effect into account.

2.1. Methodological aspects

Following Oaxaca (1973) and Blinder (1973) it is usual to write the average wage gap as follows:
Win=W;i = fun(Xn—Xr)+ X' 1(fn = f) (1)
where W represent the average earnings evaluated by an earnings equation, the indices m and f

represent men’s and women'’s earnings respectively, X are the average characteristics and S are
the estimated returns on these characteristics.

The gap in average earnings (expressed as a logarithm) can be broken down into a first part
representing the difference between the returns on men’s characteristics and the returns on women’s
characteristics (often refered to as “discrimination”), and a second part that can be attributed to the
differences in the observed characteristics of men and women.

All methods of decomposition of the wage gap must deal with the problem of the choice of weighting.
In equation (1), differences in characteristics are weighted by the average male returns, and
differences in returns are weighted by the average female characteristics. Here, we have chosen to
use the method proposed by Oaxaca and Ransom (1994). This involves the construction of a “non-
discriminatory” norm for returns on individual characteristics; the wage gap is then expressed as the
sum of an advantage for men, a disadvantage for women, and the difference between characteristics
valued at the norm’s returns. There are several ways of setting the norm (Oaxaca & Ransom, 1994).
The most direct one consists in using the population of women and men pooled, that means
considering employment as a whole, wether jobs are occupied by women or men. The average
earnings gap is then composed of three parts:

W= Wi = Xl = o) X 1 (frorn = 3) + (Ko = X0 @

The first term represents the additional return on characteristics, compared with the norm, due to the
fact of being a man and the second term represents the deficit in the return on characteristics due to
the fact of being a woman. The sum of these two terms represents the part of the wage gap resulting
from differences in returns (we shall work with the sum of the two to lighten our reading of the results).
The third term measures the gap resulting from differences in characteristics, using the average return
of the whole sample as weighting.

Of course, the relative sizes of the components depend on the choice of independant variables
introduced into the earnings equation; when the information is more detailed, the component “returns”
is more likely to diminish, but then it could be that the “characteristics” cover phenomena of
professional segregation. For this reason, we propose firstly to break down monthly earnings, rather
than the hourly wages which are usually taken, and secondly to make explicit, in the characteristics,
the impact of factors of structural inequality between the characteristics and jobs of men and women.



Thus, we have chosen four dimensions of observable differences between men and women: one on
the level of individual characteristics, which we call “human capital”, and three on the level of job
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characteristics: “number of hours worked”, “industry / professional category” and “public sector”.

Another factor which must be taken into account is that, as we have seen, women'’s participation in the
labour market is — except in Denmark — considerably lower than that of men. Neglecting to take this
difference into account could result in biased estimations of returns on individual characteristics, and,
consequently, on the measurement of the explained and unexplained parts.

The two-step procedure introduced by Heckman (Heckman, 1979) is a method frequently used’ when
the population of which the earnings are being studied is not a random sample drawn from the
reference population. This involves evaluating the impact of different individual characteristics on the
probability of having a salaried job rather than being inactive. All individuals who are not in a position
to afply for a job (students, old age pensioners, etc.), those who should have a job but cannot find
one” (unemployed) and, of course, those who are not available for a salaried job (self-employed) are
therefore removed from the population. We can then contrast salaried workers with the “pure
inactives”. In this case, the pure inactives are women, as the proportion of men in salaried
employment is about 98 %. Consequently, the problem of selection only concerns the female
population, except in Denmark where the proportion of inactive women is negligible.

The correction consists in evaluating a Probit model of belonging to the group of salaried employees;
in brief, we seek to estimate a latent variable that is a function of individuals’ characteristics, which
expresses their propensity to hold a salaried job. This estimation provides us with an additional
regressor (the inverse Mills ratio — IMR) to introduce into the earnings equation. This variable enables
us to capture the effect on wages of selection in employment. With a standard earnings equation, we
therefore have a model of the following form:

Vi}i=ﬁy'i+é/€i+ui (3)

where A is an estimator of IMR and é is the coefficient indicating the effect of selection on the wage.

Lastly, to break down the wage gap while taking into account the selection bias, we adapt the
specification proposed by Neuman and Oaxaca (1998), which combines the Oaxaca method and the
Heckman method. Selection appears in the components of the wage gap in the form of a term
(GuAn —GAr). Neuman and Oaxaca examine different ways of introducing this term into the

breakdown; one of these ways consists in treating selectivity as a separate component. This is the
simplest approach, as it requires no a priori hypothesis about whether selectivity has more of an
influence on individual characteristics or on the return on these characteristics. We then obtain an
equation of the following form:

Wm - V?f = y'm(ﬁm - ﬂ,\wrm) + y'f(Bwrm - ﬁf) + Bm)rm(ym - X}’)"F(én/im - é/if) (4)

with, here, 8. A» =0, because there is no selection among men.

With the breakdown of the characteristics, we finally obtain an expression containing six terms:
Wm - W/ = ﬁCnorm()?Cm - )_(Cf)' + ﬁHnorm(YHm - )?I{f)' + ﬂSnorm(YSm - )_(S/)' + ﬂPnorm()?Pm - )?P/)'

+ X'n( B = Brom)+ X' 1(Brorm = 3) + (0= Gr) (5)

where C, H, S and P refer respectively to “human capital“,“number of hours worked*,“industry /
professional category* and “public sector*.

2.2. The breakdown of the gender wage gaps
2.2.1. The evaluation of earnings equations

In practical terms, the first step consists in evaluating, for each country, the probit model of belonging
to the group of salaried employees (only for women and excluding Denmark — see above).

* Other methods of correction could be used (see Beblo et al., 2003).

® The unemployed represent a particular case; by proceeding in this manner, we consider that all unemployment is involuntary.
Furthermore, for the unemployed, the probability of finding a job involves other selection mechanisms that do not interest us
here.



For this model we have chosen a relatively standard set of variables: age (and age squared), the level
of education, the family characteristics category, marital status, the income of the household — from
which we have excluded, when it exists, the work income of the woman -, nationality and the region of
living. On the whole, the results of the evaluations (detail in Appendix- 1) are quite classic, and this is
true for all the countries in our survey: the probability of holding a salaried job increases with age and
with the level of education; it is lower for women with children than for those without; it is lower for
mothers of young children and large families than for the others. In general, marriage has a negative
effect on this probability: marital status is not significant in Austria, France, Greece, Ireland or the
United Kingdom, but it is highly significant in Germany and lItaly, two countries in which tax measures
are particularly discouraging married women’s work. The level of income of the household (excluding
the woman’s wages if she has a job) also has a negative influence on this probability, except in Austria
and Ireland. Lastly, the effect of regions, introduced as proxies for local labour market conditions, is
obviously very variable.

The specification of the earnings equation is also relatively classic. We have the logarithm of monthly
wages (in PPP to obtain estimators in a comparable unit) depending on a set of determinants covering
the four main components of which we want to evaluate the respective effects on the earnings gap:

- human capital (C), evaluated by the level of education and potential experience. The number of
children has also been introduced, to take into account the effect of maternity on the actual
accumulation of experience. The length of time spent in the job is also taken into account, as a
measurement of specific human capital;

- the number of hours worked per week (H);

- the jobs held (S), described by industry and professional category;

- employment in the public sector (P).

Finally, the effect of selection in employment is captured by the variable obtained with the probit model
(by construction, its value is zero for the men and zero for women in Denmark). For Germany, a
specific variable has been introduced to control the possible effect of living in one of the new Lander.

The results of the estimations (detailed in Appendix- 2) are quite predictable: returns on human capital
are higher for higher levels of education, and rise with experience and with the number of years spent
in a job. Furthermore, we can see that the number of children generally has a negative effect for
women (whereas it is more often than not positive for men). The number of hours worked per week
obviously has a strong, positive effect on wages. High levels of qualification and working in the
industrial sector are generally the most advantageous factors. The effect of the public sector is often
positive and significant for women, whereas it is not significant for men. In Germany, the effect of living
in one of the new Lander proves to be negative and significant (this result has regularly been obtained
in numerous studies on Germany).

The effect of selection in employment only appears to be significant in three countries: France,
Germany and ltaly. This is not surprising, since each of these countries presents at least one
institutional particularity which can be interpreted in terms of unobserved characteristics of women
selected in employment: in France, these are parental leave and the dependents tax allowance; in
Germany, the maintenance of protection for working mothers, the absence of childcare systems and
the tax system (based, for couples, on the income divided by two); and in ltaly, the loss of family
allowance when the woman works. All these factors work to discourage the women with the lowest
earnings perspectives from entering the labour market; if we had not taken this selection effect into
account for these countries, we would have overestimated the return to the characteristics of salaried
women.

2.2.2. The gap due to characteristics, the gap due to returns
The part of the wage gap which is not explained by the characteristics of individuals and their jobs
varies widely from one country and another, ranging from 30% in Denmark and France to more than

100% in Portugal (Graph 5; the detailed table of the decomposition appears in Appendix- 3).

The part of the wage gap which is unexplained by differences in characteristics can be interpreted in
terms of discrimination. From this point of view, Denmark and France would appear in almost equal



first place on the honour roll, followed, in this order, by the United Kingdom, Austria, Germany and
Ireland, then ltaly, Spain, Greece and Portugal.

Graph 5 — Differences in returns and monthly wage gap

However, this interpretation is simplistic, for it does not take the size of the gap into account. Yet we
observe that a high proportion of the unexplained part of the gap is not generally associated with a
large gender wage gap. In fact, the main observation to be made here is the wide diversity of
combinations. For example, Denmark and France, the two “virtuous” countries in terms of the
“unexplained” part, are differentiated by a difference of more than 5 percentage points in terms of the
wage gap; the same is true for Spain and Italy, which have a higher “unexplained” part and a slightly
more pronounced difference in wage gaps. Thus, from the point of view of the wage gap alone, ltaly is
closer to Denmark than France is. On the other hand, the group composed of Germany, Austria, the
United Kingdom and Ireland is fairly homogeneous from both points of view; the large wage gap and
small unexplained part indicates a relatively high level of segregation in jobs. We shall return to this
point later.

Portugal is a special case, with an unexplained part which is larger than the total gap; this suggests, of
course, that the productive characteristics of employed women are, on average, “higher” than those of
men are. One possible interpretation of this disparity in favour of women is that it could be at least
partly due to the high proportion of self-employment (see Graph 1), which would drain a considerable
proportion of the most highly qualified men, as if the mechanisms of selection in jobs were more
dependent on the division between salaried work and self-employment than on the factors usually
taken into account. The difficulty here is of a methodological nature, for no theoretical model exists for
testing this hypothesis. This problem, pointed out with the case of Portugal, is doubtless of much wider
relevance, notably for countries in which unemployed people could be encouraged to create their own
businesses, and also in the study of the creation of small businesses by immigrants. However, this
path remains beset by numerous methodological problems (see, for example, Blanchflower, 2000).

The part of the wage gap explained by differences in the characteristics measures the effect on wages
of the differences between the characteristics of salaried men and women. By analysing its
composition, we can see how the different groups of wage-determining factors (human capital,
working hours, industry/qualification and public sector) contribute to the disparity in wages between
men and women; here, a negative component indicates a characteristic that is more favourable to
women than to men.

As expected, the strongest difference is observed for the number of working hours, much higher for
men than it is for women (Graph 6). This factor represents at least half of the explained part of the gap
in every country except Portugal. The countries in which it makes the greatest contribution are
Germany, Austria, the United Kingdom and Ireland, which are the countries in which the proportion of
part-time work for salaried women is the highest (see graph 1), and also those in which pay inequality
between men and women is the most pronounced.

Another very widespread effect, working this time in favour of women, is that of employment in the
public sector. The only exceptions are Austria, where this component is insignificant, and Denmark,
where it works in favour of men.

The other components then come into play, having very diverse effects from one country to another.
The part of the wage gap due to differences in human capital works in favour of women in France and
the United Kingdom, where the effect is weak, in ltaly, where it is slightly stronger, and in Portugal,
where it is more pronounced. It is relatively high in favour of men in Germany, Austria, Ireland and
Spain. We can put forward two hypotheses here: firstly, this might demonstrate an effect, more
unfavourable here than in the other countries, of maternity-linked interruptions in professional activity;
secondly, it might be the result, especially in Spain, of a larger gap in education and experience than
in the other countries, to the detriment of the older women in the survey, thus expressing a generation
effect.

Finally, the industry and skill level of the jobs held shows a marked contrast between the Northern
countries, in which structural differences are unfavourable to women, and the Southern countries, in
which, on the contrary, these differences work in the favour of women. This calls to be interpreted in



terms of segregation: in both North and South, there are significant differences between the
characteristics of the jobs held by women and those held by men. However, in the Southern countries,
one cannot dismiss the hypothesis of a selection effect, on the men’s side, between salaried workers
and self-employed.

Graph 6 — Composition of the differences in characteristics

Ultimately, the overriding observation resulting from this comparison is one of huge diversity, both in
the size of the wage gap between men and women and in the composition of this gap: the part
unexplained by characteristics varies greatly from one country to another, as do the relative shares of
the four components corresponding to differences in the productive characteristics of men and women
and the jobs they hold. More than the actual levels of each component, it is their diversity which calls
for our attention, for it signifies that the common objective of reducing wage gaps cannot be attained
by the same policies in every country.

By isolating the public sector as a specific component, we have shown that this is generally, though
weakly, more favourable to women. To explore this result further, we shall now propose another way
to decompose the gender wage gap.

3. To which extent does public sector employment reduce the wage gap?

As our previous results suggest, the component “public sector” contributes to a reduction of the gender
wage gap. This is clearly illustrated by comparing the overall wage gap to that observed in the private
sector, and the public/private differential among men and among women: firstly, the gender gap is
signifcantly greater in the private sector than on average(Graph 7), and secondly, as underlined in
several studies (Elliott et al., 1999; Gregory & Borland, 1999; Oecd, 2000) the public/private wage
diffrential is greater among women than it is among men (Graph 8).

Graph 7 — Overall and private sector gender wage gaps
Graph 8 — Public/private raw wage differential

This impact could be due to a composition effect, or to a return effect, or both. The composition effect
would result from the fact that the public sector attracts and retains most of the highly educated
women; this would mean, in turn, that these women cannot find comparable jobs in the private sector
(either in pay or in “quality”, including the possibility that the public sector could be more “family-
friendly” than the private sector). The returns effect would result from a better valuation of individual
characteristics in the public sector, especially for women; this explanation is supported by numerous
studies whether on European countries or other Oecd countries. These two effects (composition and
returns) can of course be combined, in various proportion according to the country.

In order to shed some light on these points, we turn to another way of decomposing the average
gender wage gap, as the combination of three gaps: the wage gap between men and women in the
private sector, the wage gap between men in the public sector and men in the private sector, and the
wage gap between women in the public sector and women in the private sector. The interest of this
formulation is to allow for the estimated returns to charactereistics to be different in the private and in
the public sectors.

3.1 Decomposition of the three gaps

We start with an expression of the average wage as the sum of the average wages in the public and in
the private sectors, weighted by the proportion of workers in each sector, as follows:

W=PW"+(1-P)W"
ie: W=W"+PW™-W") (6)

where P represents the proportion of workers in the public sector, and pu and pr in superscript indicate
respectively the public and the private sector. When written for men and women separately, this gives:

VVWI = vapr +Pm‘(V7mpu _vapr) (Gm)
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The wage gap between men and women [(6m)-(6f)] is then:
Wn—=Wr =W —Wi" +[ B, (Wn" = Wu" )| =[P, (Ws™ = W;")] (7)
where the first term represents the wage gap in the private sector, the second term the weighted

sectorial wage gap among men, and the third term the weighted sectorial wage gap among women.
Finally, when each of these terms is decomposed as in (2), we obtain:

Wl =W = X' (B,” = B)+ X' 1" (B=B," )+ B(X” =X, (7a)
B (Wl = W)= BIX'w" (B," = B)+ X' (B =B, )+ BXn" = X" )] (7b)
Pf'(VVfPu _ V?/l,pr) — Pf[)?vfpu ('éfpu _ ﬁA) + )?ﬂ/,pr (ﬁ _ 'éfpr) 4 ﬁ(A)_(/pu _ )_(/pr)!] (7¢)

In the calculation, we distinguish between the characteristics using the same notation as in (5); of
course, there is no term for the public sector (P), and, in the detail of the specification, the component
S takes into account only the professional category (while the regressors included the sector of
industry in our previous decomposition), taken as a proxy for the jobs’ skill level.

There remains to introduce the correction term for the selection in employment. This is clearly more
problematic than in our previous decomposition, because it would be necessary to correct not only for
the employment bias, but also for a selection in private vs. public employment, and this time for men
as well as for women. While an estimation of a sectorial choice can be found in several studies (for
example Godderis, 1988; Hartog & Osterbeek, 1993), it is also well-known that there are many
problems in the implementation of this correction, going from specification and identification problems
(Nawata, 1996; Manski, 1993 & 1995) to the information required and not always available in the data
sets. At this preliminary step of our work, we have only taken into account the selection in
employment, and finally, the expression estimated, combining (7) and (3) is:

W= W5 =Wl = W5 +[ By (W =Wl )] =[P (W™ =W+ [0,4,)— (0,4)]  (8)

m

(3) itself giving:
@,4,)-(0,1,)=

|:ém " /im : - éf a /if : ]
+ [Pm ((Hm " ﬂ’m " ) - (Hm " ﬂ’m " ))] - [P/ ((0/ . /1/ " ) - (9]' pr/lf " ))]
but since (cf.supra) ém/im =0, émp%mpr =0 and émpu/imp" =0, the selectivity term is in fact calculated

as.
0,4,)=0,4,)=0-10,4,)+(8,” 1," NP0, A,")~ (0, A," .

3.2 Results

With this decomposition, we wished to analyse better the impact of the public sector on the size of the
gender wage gap, and whether this impact was due to a composition effect, or to a return effect, or
both. The answer is: both; but more or less of each from one country to the other (Table 4; the detailed
results are reported in the Appendix- 4).

Table 4 — Public/private composition of the monthly wage gap
In order to sort out the results, we start by looking at the total gap as a combination of differences in
men and women returns and men and women characteristics in the private sector, and differences
between public and private sector in returns and characteristics among men and among women.
In all countries, the first contribution to the total gender wage gap is that of the gap in the private

sector. But then, countries differ in the division between returns and characteristics, so that the first
contribution to the total gap is the returns component in the private sector in Spain, Greece, Italy and
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Portugal, the characteristics in Austria, Denmark, France and United-Kingdom, and returns and
characteristics play almost equally in Germany and in Ireland. It is noticeable that when the
characteristics are decomposed, the human capital component (“C” in table 4) appears to play a very
little role, except in Greece and Portugal.

The second contribution to the total gap is that of differences among women between public and
private sector: it is always positive, which means that it contributes negatively in the total wage gap,
and strong everywhere except in Austria, Denmark and Germany. In all the countries, it is not firstly an
effect of the differences in returns but an effect of the differences in characteristics. In the detail of
characteristics, human capital component accounts for at least one half of these differences in most
countries.

The smallest contribution is that of differences among men; its proportion of the total gap is nil in
Austria, Denmark and UK, and in the other countries, it is at best one half of the differences among
women (except in Greece where it is in the same range); this disproportion between the size of the
public/private wage gap among men and among women is not just an effect of the weighting by the
respective proportions of men and women in the public sector. Even though the values are small, it is
interesting to notice that the composition of the gap among men, when this gap exists, is only partly
similar to that we have seen for women: as in the case of women, it is mostly an effect of differences in
the characteristics; but in the characteristics, it is everywhere due to differences in human capital.

If we compare now, within the three gaps, the effect of differences in the other characteristics, that is
the jobs skill levels and the working hours (“S” and “H” in table 4), the unsurprising result is about the
impact of working hours: it is positive and strong in the private sector (where it accounts up to about
one third of the gender wage gap in all countries except Spain, Greece and Portugal). The difference
of impact on the public/private wage gap resulting from differences in the working hours appears with
the expected sign (negative, since it is public-private), for men as well as for women, but it is generally
smaller among women. It is more difficult to interpret the impact of differences in the jobs skill level,
which could just reflect that women with higher education levels can obtain more attractive jobs in the
public than in the private sector.

Provisional conclusion

At this step of our work, and within the limits of the methodological difficulties mentionned in the paper,
several results can be underlined. The first is that the gender wage gaps are disparate in the EU
countries, in size as well as in composition. Beyond differences, the first decomposition confirms that
the unequal amount of working hours is a crucial factor of unequal pay. This is not a big surprise, but it
is not as trivial as it appears since it highlights the question of options available to women who want to
work and to have children: part-time work is a costly solution to “reconcile work and family”. It is not
useless to keep in mind that, since women very often do not have children without men, this question
leads more generally to that of the parental division of familial responsibilities. It is obvious also that
the consequences of this parental division are not the same all along the wage distribution: compared
to men, women with higher education levels are probably less disadvantaged by their working hours
than by the so-called glass ceiling (see Albrecht et al., 2003).

As for the others factors of the gender wage gap, it seems that the problem does not result from
education differentials: in most countries, women’s education levels are at least comparable to men’s,
and tend even to be higher among the youngest generations. But, and our data didn’t allow to control
for this, it is likely that differences in specialities taken by male and female students, related to habits
and stereotypes, play a role. This is to be related in turn to differences in the sectors and in the
professions, which remain significantly segregated by gender.

When considering the public sector as a specific component of the wage gap, it appears to have, in
general, a negative (even though small) impact on the size of the total wage gap. A second
decomposition of the total wage gap into a gender wage gap in the private sector and the sectorial
wage gaps among men and among women brings results that can be sumarized as follows: most of
the total gender wage gap is due to the gender wage gap in the private sector, and the sectorial wage
gap among women contributes more to close the gap than its counterpart among men contributes to
widen it. In short, the benefit of public sector employment is higher for women than it is for men. Are
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we doing more here than splitting hairs ? Yes, because it points out another dimension of the
employment segregation, by type of employer. It seems especially relevant in the case of Southern
countries, where public employment seems to be the main supplier of high-skill jobs for highly
educated women.

To finish, it seems interesting to mention that, consequently to the General agreement on trade and
services (GATS), a shift from public to private services and its counterpart in the sectorial structure of
employments would be likely to have an unequal impact on men and women employment and wages.
Our results suggest that it could contribute to a widening of the gender wage gap.
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Graph 1 - Activity status of men (1.a) and women (1.b) in 10 EU countries
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Table 1 — Salaried employment structures (%)

Country 1.A Professional category 1.B Industry Public
Cad. Print Emplbu Emplco o.qual onq [agric ind constr trade C,F,I O. Serv. sector

Germany Al 19,6 20,4 16,0 74 20,516,1 nd. nd. nd. nd nd nd 26,1
M 21,2 14,8 9,2 4,3 32,618,0 19,9

F 17,3 28,5 25,8 11,9 3,313,3 35,1

IAustria Al 11,5 16,6 19,8 15,8 19,317,00 1,2 231 96 184 14,9 30,9 28,9
M 13,1 15,6 12,5 9,1 31,018,7 19 299 154 13,3 17,8 21,8 25,6

F 9,4 17,9 29,0 243 44149 0,5 156 28 256 11,8 43,7 33,2

Denmark Al 25,6 23,9 13,8 11,7 10,614,3 1,6 17,1 4,7 85 14,0 37,6 40,2
M 31,3 16,8 6,7 5,6 18,920,8 2,8 28,8 9,7 10,6 204 27,7 25,6

F 19,6 31,4 21,4 182 19 7,5 1,1 11,7 1,5 9,8 13,0 629 55,8

Spain Al 19,3 10,4 12,5 12,6 20,025,1 3,6 184 119 159 189 28,8 22,4
M 15,8 10,7 9,2 8,6 29,326,3 4,6 23,2 184 14,6 18,7 20,6 19,2

F 251 99 18,1 19,3 4,623,000 2,2 11,8 21 191 205 444 27,8

France Al 16,4 22,5 18,6 10,8 13,018,7, 1,1 18,3 53 150 20,4 36,7 34,5
M 19,5 21,0 8,5 6,1 22,622,3 1,6 25,4 9,3 151 22,9 257 28,3

F 12,7 24,2 30,3 16,2 2,014,6/ 0,7 11,2 1,1 159 18,8 523 41,6

Greece Al 22,5 10,5 19,8 12,8 16,517,9) 0,9 16,7 6,3 20,0 194 358 38,9
M 21,3 9.3 14,7 11,2 22,521,040 09 189 10,1 188 21,5 29,7 37,0

F 24,3 12,3 271 151 7,913,4 0,8 13,9 09 222 16,8 455 41,8

Ireland Al 21,3 13,4 14,2 16,9 11,422,8 2,3 19,8 6,7 16,2 21,3 30,3 28,8
M 21,0 13,3 9,5 8,6 18,329,5 4,3 255 122 11,6 23,5 229 27,2

F 21,6 13,5 20,0 27,3 2,914,7 0,2 14,3 0,5 231 20,3 41,7 30,8

Italy Al 13,1 13,2 26,4 9,6 18,519,3] 2,9 23,8 52 11,5 15,0 39,2 34,0
M 9,2 12,9 20,6 8,6 25,123,7] 3,7 28,2 86 104 17,3 318 29,8

F 18,7 13,7 34,6 11,1 9,012,9 1,9 18,7 06 139 125 524 40,1

Portugal Al 13,56 8,2 12,6 12,7 25,627,5 2,9 23,0 12,8 14,5 153 29,0 22,9
M 123 64 8,3 10,0 35,727,3 3,1 23,8 23,1 159 155 18,6 18,4

F 14,8 10,2 17,5 15,7 14,027,7. 2,8 23,3 1,9 13,8 158 423 28,1

U-Kingdom  |All 32,3 13,8 17,8 12,0 10,713,4 0,6 17,7 3,3 150 248 31,9 26,8
M 35,9 10,5 10,8 6,5 18,917,5 0,9 27,2 6,2 142 315 20,1 17,7

F 28,4 17,5 25,6 18,1 1,6 8,9 0,3 10,3 0,7 18,1 21,3 4972 371

Source: European Community Household Panel, wave 7, 2000.
Field: Population aged between 25 and 55.

17



Table 2 — Distribution of men and women according to education levels (%)

Country Sub-population Isced 0-2 Isced 3 Isced 5-7 | Total

Germany Men all 10,5 62,3 27,31 100
salaried 8,7 62,8 28,5 100

Women all 15,3 65,1 19,71 100

salaried 9,6 66,2 24,11 100

IAustria Men all 11,8 80,5 7,7 100
salaried 11,4 80,6 8,0 100

\Women all 26,6 65,5 7,9 100

salaried 22,2 67,8 10,00 100

Denmark Men all 14,2 54,6 31,20 100
salaried 12,5 53,2 34,3 100

Women all 13,4 54,6 32,00 100

salaried 8,5 55,1 36,4 100

Spain Men all 53,3 18,2 28,5 100
salaried 48,6 18,1 33,3 100

Women all 54,2 16,9 28,91 100

salaried 32,8 20,0 47,3 100

France Men all 21,8 48,9 29,3 100
salaried 21,3 48,8 29,9 100

\Women all 20,3 43,2 36,50 100

salaried 19,0 42,4 38,60 100

Greece Men all 37,2 38,4 245 100
salaried 28,8 40,3 30,9 100

Women all 42,6 38,3 19,00 100

salaried 22,5 41,7 35,9 100

Ireland Men all 45,3 36,7 18,1 100
salaried 38,1 38,5 23,5 100

Women all 43,6 39,5 16,9 100

salaried 29,5 44,5 26,0 100

Italy Men all 47,9 40,9 11,3] 100
salaried 45,3 43,3 11,5 100

\Women all 45,8 43,0 11,20 100

salaried 30,4 53,3 16,3 100

Portugal Men all 74,4 13,6 12,00 100
salaried 71,4 14,5 14,2 100

Women all 71,3 13,6 15,1 100

salaried 62,0 15,5 22,5 100

U-Kingdom Men all 21,2 48,0 30,8 100
salaried 19,0 48,7 32,3 100

Women all 25,2 50,8 24,00 100

salaried 22,0 52,2 25,8 100

Source: European Community Household Panel, wave 7, 2000.
Field: Population aged between 25 and 55, salaried employees working at least 15 hours a week.
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Table 3 - Distribution of men and women according to family characteristics (%)

class 1 class 2 class 3 class 4 class 5 class 6 class 7
Country Sub- Partner : no no yes yes yes yes yes
population|Child(ren) : no yes no max 2 max 2 max 2 3+
max.6y max. 12y other

Germany Men all 33,7 1,4 23,4 6,4 11,0 17,9 6,3
salaried 30,0 1,4 24,8 7,0 12,2 18,5 6,2

\Women all 18,0 6,1 18,0 6,0 10,5 31,5 9,9

salaried 22,5 5,9 24,3 2,0 6,9 31,6 6,8

IAustria Men all 28,2 3,6 22,0 9,8 13,1 16,6 6,8
salaried 28,0 3,7 21,9 10,6 13,2 17,4 5,3

Women all 17,8 7,6 15,6 8,4 12,0 27,0 11,6

salaried 22,4 8,7 17,8 7,3 12,5 24,8 6,6

Denmark Men all 15,4 0,9 33,8 15,4 11,7 14,4 8,5
salaried 14,2 0,7 35,5 14,3 12,1 15,2 8,0

Women all 7.4 4.4 25,2 15,7 10,9 24,6 11,9
salaried 6,2 3,7 25,1 15,2 11,4 26,4 12,0

Spain Men all 31,7 5,8 18,2 6,8 12,6 18,9 6,0
salaried 28,2 5,9 19,0 8,0 13,9 19,6 55

Women all 249 5,5 9,6 6,4 10,9 26,7 16,1

salaried 35,9 8,1 11,7 6,8 8,1 19,3 10,1

France Men all 23,0 1,6 25,2 11,4 13,4 17,6 7,8
salaried 19,2 1,4 25,9 12,9 14,8 18,0 7,8

Women all 14,1 7,2 14,4 10,8 11,6 28,3 13,6

salaried 15,8 7,8 14,9 10,7 13,2 27,9 9,8

Greece Men all 28,9 1,7 23,0 9,1 12,6 20,4 4,2
salaried 29,0 1,8 22,2 9,5 13,4 20,9 3,1

\Women all 15,6 6,3 11,0 7,7 11,9 38,7 8,8

salaried 24,6 8,1 11,2 9,4 13,2 27,4 6,0

Ireland Men all 32,4 3,3 12,1 6,4 10,4 18,9 16,5
salaried 30,8 3,4 12,6 7,9 11,7 18,8 14,8

Women all 21,6 12,2 5,6 5,3 8,8 16,2 30,4

salaried 28,4 13,2 8,1 6,1 8,0 14,0 22,4

Italy Men all 32,4 2,6 21,4 10,1 11,7 16,6 52
salaried 26,8 2,2 20,9 11,8 14,2 19,1 5,0

\Women all 22,0 3,8 10,7 10,1 10,7 30,5 12,1

salaried 25,0 5,0 12,6 11,8 10,8 26,3 8,5

Portugal Men all 241 47 21,5 8,5 13,6 21,4 6,3
salaried 24,8 4,8 19,0 10,2 14,6 21,1 55

Women all 16,2 9,2 8,0 6,7 12,6 35,0 12,4

salaried 19,7 11,5 8,5 9,4 12,3 30,6 8,1

U-Kingdom  [Men all 23,2 1,4 30,5 10,1 11,1 14,9 8,7
salaried 22,8 1,3 30,7 11,1 11,0 15,2 8,0

\Women all 13,8 11,9 22,2 8,3 9,6 23,5 10,6

salaried 16,6 9,7 25,6 7,3 8,7 24,6 7,5

Source: European Community Household Panel, wave 7, 2000.
Field: Population aged between 25 and 55, salaried employees working at least 15 hours a week.
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Graph 2 - Distribution of weekly working hours
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Source: European Community Household Panel, wave 7, 2000.
Field: Population aged between 25 and 55, salaried employees working at least 15 hours a week.

The method of representation adopted here (distributions drawn up using the kernel method, with Epanechnikov weighting)
supplies two items of information: the number of hours worked and their dispersion. The further the curve lies to the right, the
higher the number of hours worked; the higher the curve, the less these hours are dispersed.
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Graph 3 - Distribution of monthly earnings (in PPP, logarithms)
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Graph 4 — Average gender raw wage gap
(monthly wages)
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Source: European Community Household Panel, wave 7, 2000.
Field: Population aged between 25 and 55, salaried employees working at least 15 hours a week.

Graph 5 - Differences in returns and monthly wage gap
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Source: European Community Household Panel, wave 7, 2000.
Field: Population aged between 25 and 55, salaried employees working at least 15 hours a week.



Graph 6 — Composition of the differences in characteristics
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Source: European Community Household Panel, wave 7, 2000.
Field: Population aged between 25 and 55, salaried employees working at least 15 hours a week.
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Graph 7 — Overall and private sector gender wage gaps

0,60 -

0,55+~~~
050 +--{ |
045+ 7 [

mall sectors Jprivatesector|--{ --- - -~ ————-J |- --------—-—-————— I -

040 +{ | f--- e e -
035 +{ | f----] |- — 4 ] -

0,30 -
025 +{ | |-
0,20 -
015 +{ | |-
0,10 -
0,05 -
0,00 :

-0,05 1 Austria

-0,10 -

Denmark

Spain  France Germany Greece Ireland italy Portugal U-
Kingdom

Sour

ce: European Community Household Panel, wave 7, 2000.

Field: Population aged between 25 and 55, salaried employees working at least 15 hours a week.

Graph 8 — Public/private wage raw differential
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Table 4 — Public/private composition of the monthly wage gap

Austria Denmark  Spain France Germany Greece Ireland Italy Portugal U-K
PRIVATE SECTOR
Diff. in returns 0,20 0,06 0,21 0,10 0,22 0,24 0,32 0,13 0,28 0,23
Diff. in characteristics 0,32 0,15 0,14 0,14 0,24 0,05 0,28 0,09 0,03 0,31
C 0,03 0,00 0,04 0,01 0,03 0,03 0,03 0,01 0,02 0,00
S 0,03 0,04 -0,01 0,03 0,03 -0,03 0,02 -0,02  -0,03 0,05
H 0,26 0,11 0,11 0,10 0,18 0,05 0,23 0,10 0,04 0,25
Total gap private sector 0,52 0,21 0,35 0,24 0,46 0,28 0,60 0,22 0,31 0,53
MEN
Diff. in returns -0,02  -0,02 0,00 0,01 0,02 0,02 0,04 0,01 0,02 0,01
Diff. in characteristics 0,02 0,00 0,04 0,03 0,01 0,07 0,03 0,02 0,03 0,00
C 0,01 0,01 0,02 0,03 0,01 0,07 0,04 0,03 0,02 0,00
S 0,05 0,02 0,14 0,06 0,03 0,07 0,04 0,06 0,10 0,02
H -0,02 -0,04 -0,0r -0,06 -003 -009 -00r -008 -0,06 -006
Total men' gap 0,01 -0,02 0,04 0,04 0,02 0,09 0,07 0,03 0,05 0,00
WOMEN
Diff. in returns -0,02 -0,02 0,02 0,00 0,02 0,02 0,11 0,02 0,06 0,04
Diff. in characteristics 0,08 0,03 0,09 0,07 0,04 0,09 0,07 0,08 0,11 0,04
C 0,02 0,01 0,04 0,05 0,02 0,09 0,04 0,05 0,07 0,01
S 0,11 0,03 0,20 0,09 0,05 0,08 0,11 0,12 0,19 0,06
H 0,05 0,00 -0,01 -0,02 0,00 -0,09 -0,02 -0,06 -0,06 0,01
Total women's gap 0,05 0,00 0,11 0,08 0,06 0,11 0,18 0,09 0,17 0,08
Selectivity -0,02 0,00 0,01 0,08 0,04 -0,03  -0,05 0,06 -0,01 -0,01
Total wage gap (PPA, log) 0,45 0,19 0,29 0,28 0,47 0,23 0,45 0,21 0,18 0,46
Total returns 0,20 0,07 0,20 0,10 0,21 0,23 0,25 0,12 0,24 0,19
Total characteristics 0,25 0,12 0,09 0,18 0,26 0,00 0,20 0,09 -0,06 0,26

Source: European Community Household Panel, wave 7, 2000.
Field: Population aged between 25 and 55, salaried employees working at least 15 hours a week.
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APPENDIX

1 —Probit model of selection in salaried employment

Germany Austria  Spain  France Greece Ireland Italy Portugal U-K
Variable Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff.
Chi-2 Chi-2 Chi-2 Chi-2 Chi-2 Chi-2 Chi-2 Chi-2 Chi-2
Intercept -2,063 0,757 -0,070  -1,988 -2,402 -1,688 -2,521 -0,811 -1,304
5,191 0,399 0,007 5,328 6,390 2,073 10,265 0,839 2,454
age 0,194 0,070 0,072 0,160 0,126 0,156 0,115 0,121 0,137
16,630 1,387 3,344 13,446 7,609 7,320 10,538 7,582 10,551
age?2 -0,002 -0,001 -0,001 -0,002 -0,002 -0,002 -0,001 -0,002 -0,002
16,900 3,350 6,532 14,673 9,367 8,772 10,839 13,598 9,567
Education
Isced 0-2 réf. réf. réf. réf. réf. réf. réf. réf. réf.
Isced 3 0,348 0,469 0,522 0,534 0,700 0,557 0,948 0,963 0,343
13,346 22,649 43,576 49,021 72,307 32,051 284,915 51,418 17,783
Isced 4-7 1,003 0,943 1,332 1,148 1,707 1,267 1,838 1,805 0,448
54,726 26,5633 289,178 142,225 224,168 72,468 269,586 81,244 20,901
Family class (cf. table 3)
class 1 réf. réf. réf. réf. réf. reéf. réf. réf. réf.
class 2 -1,056 -0,688 -0,437 -0,145 -0,373 -0,923 -0,880 0,160 -1,619
21,276 7,163 7,478 0,605 3,586 17,074 27,021 0,775 62,114
class 3 0,241 -0,370  -0,411 -0,192 -0,521 -0,286 -0,263 -0,017  -0,367
1,041 1,731 4,156 1,300 1,527 0,644 1,681 0,005 2,882
class 4 -1,055 -1,228 -1,154 -0,745 -0,809 -0,706 -0,741 -0,360 -1,496
17,233 14,423 29,986 17,945 3,326 4,243 12,643 2,019 43,980
class 5 -0,738 -1,272 -1,161 -0,445 -0,717 -0,860 -0,819 -0,399 -1,391
8,647 18,713 29,148 5,688 2,665 5,769 14,887 2,424 38,973
class 6 -0,007 -0,824 -0,776 -0,327 -0,499 -0,674 -0,662 -0,208 -0,923
0,001 8,419 13,969 3,657 1,326 3,745 10,442 0,736 17,656
class 7 -0,859 -1,456 -0,919 -1,066 -0,657 -1,018 -0,816 -0,797 -1,708
10,963 22,979 18119 36,223 2,230 9,062 14,384 9,992 58,089
married -0,830 -0,333 -0,480 -0,170 -0,509 -0,453 -0,708 -0,153 -0,211
28,823 3,323 8,045 2,850 1,512 2,626 16,083 0,578 3,733
Hsld income (*1000) -0,024 0,000 -0,008 -0,015 -0,018 -0,006 -0,012 -0,011 -0,005
(women wages excluded) 78,974 0,001 21,377 42,594 27,939 3,332 35,272 10,611 7,662
National 0,291 0,168 0,088 0,487 0,673 0,057 1,491 0,392 0,479
8,300 0,783 0,065 10,191 3,901 0,034 17,138 3,618 7,530
Log-L -888,9 -558,2 -12154 -1011,6 -866,4 -524,3 -1534,6 -900,8  -933,1
N 2359 1130 2461 2257 1645 975 3069 2044 2092
In which salaried workers 537 305 1180 529 892 364 1468 531 453

Source: European Community Household Panel, wave 7, 2000.
Field: Women aged between 25 and 55.
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2 — Wage equation, first decomposition

Germany(1) Austria Denmark Spain France
F M F M F M F M F M
Variable Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff.
t Value t Value t Value t Value tValue t Value t Value t Value t Value t Value
intercept 3,842 5,037 3,503 4,420 4,472 4,723 4,062 5,286 4,472 4,943
30,13 33,98 21,91 21,28 335 21,17 2844 3226 32,88 31,41
Isced 3 -0,014 0,039 0,097 0,070 0,056 0,079 0,065 0,124 0,027 0,061
-0,47 1,71 3,05 2,69 2,31 2,81 2,14 6,14 0,95 3,12
Isced 4-7 0,050 0,196 0,174 0,310 0,126 0,130 0,134 0,176 0,098 0,260
1,29 7,04 3,62 7,64 4,47 3,7 3,47 8,01 2,67 10,03
exper 0,006 0,012 0,020 0,011 0,005 0,014 0,015 0,014 0,000 0,009
1,85 4,55 3,72 2,92 1,32 2,86 4,32 4,67 -0,29 5,43
exper2(*1000) -0,117 -0,221 -0,408 -0,133 -0,100 -0,239 -0,310 -0,173 0,049 -0,077
-1,8 -403 -333 -1,76 -1,23 -235 -3,58 -2,5 1,79 -2,93
N child -0,006 0,059 -0,046 0,006 0,007 -0,005 0,007 0,020 0,034 0,023
-0,6 9,04 -3 0,77 1,02 -0,55 0,61 2,45 3,66 3,31
sen0 -0,233 -0,138 -0,118 -0,031 0,053 -0,268 -0,347 -0,289 -0,291 -0,107
-6,59 4,53 -237 -0,63 099 -3,04 -7,7 -6,83 -8,11 -2,44
sen1 -0,231 -0,231 -0,192 -0,107 -0,089 -0,036 -0,300 -0,224 -0,371 -0,326
-9,04 -11,5 -6 -4,46 -466 -1,39 -104 -10,7 -13,7 -14
sen2 -0,158 -0,113 -0,104 -0,085 -0,040 0,012 -0,159 -0,146 -0,200 -0,162
-6,35 -583 -331 -364 -212 063 -497 -637 -7,5 -7,12
sen3 -0,080 -0,051 -0,083 -0,033 0,005 0,055 -0,101 -0,084 -0,164 -0,106
-2,86 -2,34 -248 -1,27 0,19 1,73 -296 -303 -585 4,28
réf: sen>=10 years
Prof1 0,447 0,276 0,419 0413 0,246 0,222 0,662 0,558 0,620 0,540
12,32 11,49 8,4 13,53 7,59 7,09 16,75 19,09 1577 18,77
Prof2 0,272 0,196 0,358 0,286 0,183 0,144 0,348 0,246 0,456 0,226
8,84 8,18 849 10,177 6,19 4,73 8,26 897 13,21 9,09
Prof3 0,179 0,098 0,221 0,174 0,066 -0,062 0,252 0,153 0,235 0,075
6,17 3,5 5,84 5,65 2,23 -1,63 7,18 4,94 7,65 2,36
Prof4 0,034 0,018 0,069 0,098 0,035 -0,002 0,169 0,084 0,120 0,084
1,07 0,56 1,78 2,81 1,14  -0,05 509 2,84 3,65 2,4
Prof5 0,019 0,043 0,035 0,082 0,080 -0,003 0,042 0,045 0,130 0,024
0,43 2,3 0,58 3,39 1,37 -0,1 0,86 2,27 1,93 1,04
réf:prof6 (unskilled)
agriculture - - -0,150 -0,157 -0,153 0,161 0,023 -0,159 -0,136 -0,046
-1,31  -243 -1,77 2,78 032 -394 -1,24 -071
industry - - 0,011 0,070 -0,009 0,100 0,144 0,152 0,085 0,225
0,28 2,31 -0,32 3,08 3,71 5,25 2,69 8,42
construction - - 0,087 0,078 -0,096 0,100 -0,059 0,148 0,111 0,114
1,25 2,21 -1,82 254 -0,76 4,61 1,36 3,23
trade - - -0,003 0,031 -0,088 0,008 0,008 0,001 -0,033 0,105
-0,08 0,88 -3,15 0,21 0,26 0,05 -1,18 3,64
communic.,finance,real estate - - 0,085 0,075 0,038 0,126 0,168 0,175 0,112 0,188
2,11 2,73 1,6 4,25 5,48 6,17 4,49 7,6
Réf : other services
land -0,198 -0,307 - - - - - - - -
-9,87 -19,6
Public sector 0,071 0,055 0,028 -0,041 -0,068 -0,040 0,184 0,044 0,093 0,114
3,84 3,13 0,91 -1,64 -3,563 -1,5 7 1,74 4,26 4,99
Log hours/week 0,847 0,561 0,851 0,655 0,702 0,608 0,680 0,397 0,663 0,509
28,13 14,46 23,74 12,2 20,13 10,5 1861 9,08 18,65 11,99
imr -0,168 0 0,044 0 0 0 -0,019 0 -0,256 0
-4,21 0,61 -0,52 -5,09
N obs 1745 2380 789 1045 655 680 1237 1938 1588 1734
Adj-R2 0,551 0415 0,649 041 0,576 0407 0,645 0,489 0,558 0,57

(1) the sector of industry cannot be taken into account for Germany : the information is missing.
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(contd)

Greece Ireland Italy Portugal U-Kingdom
F M F M F M F M F M
Variable Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff. Coeff.
t Value t Value t Value t Value t Value t Value t Value t Value t Value t Value
intercept 4,260 4,360 3,759 4,312 4,694 4,510 3,796 4,612 3,557 4,084
21,91 23,23 2298 17,39 4338 36,46 2581 20,4 3002 24,83
Isced 3 0,111 0,136 0,096 0,051 0,002 0,074 0,154 0,142 0,034 0,052
2,7 5,42 2,66 1,68 0,08 5,01 5,21 5,05 1,33 2,12
Isced 4-7 0,358 0,312 0,325 0,227 0,141 0,289 0,536 0,538 0,138 0,170
6,07 9,01 5,69 5,45 4,22 11,46 13,6 11,95 4,2 5,69
exper 0,012 0,025 0,006 0,026 0,009 0,017 0,020 0,028 0,013 0,018
2,58 5,48 1,01 4,31 3,07 7 5,97 7,42 4,18 5,82
exper2(*1000) -0,207 -0,338 -0,150 -0,435 -0,143 -0,273 -0,386 -0,512 -0,264 -0,287
-1,63 -3,15 -1,17 -3,12 -1,9 -4,56 4,73 -6,05 -4,26 -4,3
N child 0,043 0,047 -0,012 0,031 0,013 0,038 -0,005 -0,001 -0,022 0,023
3,4 4,28 -099 3,17 1,41 562 -0,57 -0,09 -1,84 2,8
sen0 -0,245 -0,143 -0,334 -0,125 -0,061 -0,052 -0,141 -0,092 -0,040 0,050
-3,76 -2,25 -5,8 -1,46 -2,34 -2 -3,76 -1,87 -1,07 1,53
sen1 -0,253 -0,157 -0,303 -0,138 -0,122 -0,117 -0,184 -0,095 -0,011 0,052
-6,86 -5,22 -9,32 -3,8 -548 -6,48 -7,27 -3,84 -0,3 1,58
sen2 -0,1700 -0,107 -0,149 -0,134 -0,059 -0,089 -0,143 -0,050 -0,009 0,061
-2,75 -3,78 -426 -345 -2,75 -513 -585 -2 -0,25 1,87
sen3 -0,062 -0,073 -0,093 -0,120 -0,022 -0,017 -0,057 -0,042 0,006 0,071
-1,5 -2,02 -219 -269 -095 -083 -223 -1,52 0,13 1,73
réf: sen>=10 years
Prof1 0,405 0,216 0,329 0,365 0,374 0,332 0,559 0,479 0,557 0,472
7,64 573 6,7 8,5 11,93 12,1 14,43 10,39 1554 18,22
Prof2 0,160 0,202 0,159 0,253 0,262 0,153 0,476 0,360 0,460 0,370
3,06 4,75 3,19 5,28 8,73 7,03 1364 9,38 1237 10,72
Prof3 0,182 0,013 0,053 0,098 0,170 0,093 0,279 0,217 0,263 0,074
4,03 0,37 1,18 1,86 6,56 4,79 9,75 6,37 7,67 2,14
Prof4 0,123 0,052 -0,001 0,182 0,044 0,068 0,064 0,146 0,113 0,075
2,57 1,42 -0,01 3,42 1,42 2,81 2,42 4,51 3,09 1,86
Prof5 -0,007 -0,075 0,092 0,124 0,039 -0,009 -0,111 0,045 0,203 0,182
-0,12  -2,47 0,99 3,27 1,27  -0,52 -3,4 2,07 3,03 6,4
réf:prof6 (unskilled)
agriculture 0,019 -0,318 0,446 -0430 -0,177 -0,130 -0,048 -0,150 -0,065 -0,147
0,175 -3,82 1,67 -6,05 -341 -394 -092 -298 -045 -1,75
industry 0,153 0,077 0,083 0,099 0,055 0,052 0,056 0,091 0,058 0,094
3,19 2,27 1,87 2,15 2,14 2,62 1,87 2,39 1,64 2,63
construction 0,035 0,046 0,097 0,170 0,033 0,019 0,113 0,040 0,081 0,087
0,3 1,06 0,72 3,2 0,39 0,72 1,44 1,03 0,9 2,01
trade 0,111 -0,022 -0,001 -0,109 0,055 -0,023 0,063 0,011 -0,140 -0,086
2,75 -059 -004 -202 1,99 -094 235 0,27 4,82 -2,27
communic.,finance,real estate 0,146 0,158 0,074 0,084 0,088 0,101 0,135 0,241 0,051 0,134
3,84 4,95 2,08 2,07 3,66 5,26 4,39 6,58 1,83 4,05
Réf : other services
land - - - - - - - - - -
Public sector 0,213 0,106 0,233 0,165 0,142 0,032 0,211 0,132 0,083 0,066
6,82 3,87 7,27 4,37 7,46 1,88 9,21 3,92 3,4 2,05
Log hours/week 0,512 0,547 0,858 0,664 0,538 0,606 0,599 0,405 0,843 0,708
10,5 11,24 2323 10,74 19,68 185 1504 6,71 31,36 17,11
imr 0,035 0 0,079 0 -0,090 0 0,015 0 0,010 0
0,78 1,01 -3,55 0,32 0,18
N obs 717 1055 571 655 1416 2052 1464 1732 1537 1553
Adj-R2 0,538 048 0,765 0,502 0,481 043 0,712 0,44 0,657 0,415

Source: European Community Household Panel, wave 7, 2000.
Field: Population aged between 25 and 55, salaried employees working at least 15 hours a week.
Dependant : Log monthly wage (PPP)



3 — Composition of the gender wage gap - decomposition 1

Returns Characteristics Selection
Country Total Advtage Desadvtage Total Human  Hours Sector/ Public Total
dont men women dont capital profession sector gap
value value value value value value value
sdt sdt sdt sdt sdt sdt sdt
Germany 0.214 0.047 0.167 0.211 0.015 0.180 0.024 -0.008 0.045 0.470
0.009 0.016 0.001 0.005 0.005 0.002 0.021
IAustria 0.184 0.021 0.163 0.282 0.027 0.231 0.024 0.001 -0.017 0.449
0.011 0.032 0.004 0.008 0.008 0.002 0.044
Denmark 0.053 0.026 0.027 0.150 -0.001  0.092 0.041 0.017 0.000 0.202
0.011 0.009 0.002 0.004 0.007 0.005
Spain 0.178 0.025 0.153 0.099 0.029 0.093 -0.011 -0.013 0.010 0.287
0.010 0.023 0.004 0.004 0.006 0.002 0.027
France 0.074 0.018 0.056 0.109 -0.004 0.086 0.041 -0.013 0.083 0.267
0.010 0.020 0.002 0.004 0.007 0.002 0.029
Greece 0.207 0.018 0.189 0.049 0.010 0.058 -0.009 -0.010 -0.023 0.233
0.013 0.033 0.005 0.004 0.006 0.001 0.036
Ireland 0.229 0.013 0.216 0.260 0.023 0.224 0.022 -0.009 -0.039 0.451
0.016 0.043 0.005 0.009 0.010 0.001 0.055
Italy 0.120 0.021 0.100 0.038 -0.008 0.097 -0.040 -0.011 0.048 0.206
0.008 0.016 0.002 0.003 0.005 0.002 0.018
Portugal 0.202 0.038 0.165 -0.025 -0.026 0.057 -0.030 -0.025 -0.005 0.172
0.011 0.019 0.004 0.003 0.007 0.002 0.027
U-Kingdom 0.181 0.030 0.152 0.286 -0.004 0.247 0.058 -0.015 -0.003 0.464
0.011 0.022 0.002 0.006 0.008 0.004 0.032

Source: European Community Household Panel, wave 7, 2000.
Field: Population aged between 25 and 55, salaried employees working at least 15 hours a week.
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4 — Composition of the gender wage gap - decomposition 2

Austria  Denmark  Spain France Germany Greece Ireland Italy Portugal U-K
total wage gap (PPA, log) 0,452 0,193 0,289 0,280 0,470 0,233 0,451 0,211 0,176 0,457
PRIVATE SECTOR 0,52 0,21 0,35 0,24 0,46 0,28 0,60 0,22 0,31 0,53
advantage men 0,039 0,051 0,028 0,015 0,031 -0,001 -0,029 0,012 0,026 0,023

0,012 0,011 0,011 0,012 0,009 0,016 0,020 0,009 0,012 0,012
disadvantage women 0,159 0,012 0,186 0,083 0,185 0,237 0352 0,113 0,256 0,203
0,037 0,012 0,028 0,030 0,019 0,048 0,051 0,023 0,024 0,026
total returns diff 0,198 0,063 0,213 0,098 0,216 0235 0,323 0,126 0,282 0,226
human capital diff (C) 0,030 0,003 0,039 0014 0029 0027 0026 0,014 0015 0,003
0,004 0,002 0,003 0,002 0,002 0,005 0,005 0,002 0,003 0,002
jobs skill levels diff (S) 0,031 0,038 -0,007 0,029 0030 -0029 0023 -0018 -0,031 0,052
0,008 0,005 0,005 0,006 0,006 0,006 0,010 0,003 0,004 0,006
working hours diff (H) 0,258 0,108 0,105 0,095 0,185 0,049 0,229 0,096 0,043 0,254
0,008 0,004 0,005 0,004 0,005 0,003 0,010 0,003 0,003 0,007
total characteristics 0,319 0,149 0,137 0,138 0,244 0,046 0,277 0,092 0,028 0,309

MEN 0,01 -0,02 0,04 0,04 0,02 0,09 0,07 0,03 0,05 0,00

adavantage public sector -0,019 -0,013 0,025 0,038 0,111 0,061 0,111 0,039 0,112 0,060
0,015 0,016 0,016 0,015 0,016 0,016 0,023 0,011 0,018 0,018
disadvant. private sector -0,039 -0,0561 -0,028 -0,015 -0,031 0,001 0,029 -0,012 -0,026 -0,023
0,012 0,011 0,011 0,012 0,009 0,016 0,020 0,009 0,012 0,012
returns -0,058 -0,064 -0,003 0,024 0,080 0062 0,140 0026 0,085 0,036
weighted returns diff. -0,016 -0,017 0,000 0,007 0,015 0,023 0,039 0,008 0,017 0,006
human capital diff (C) 0,055 0,023 0,128 0,107 0,036 0,201 0,152 0,089 0,114 0,024
0,004 0,004 0,007 0,004 0,003 0,009 0,010 0,004 0,006 0,003
jobs skill levels diff (S) 0,048 0,018 0,142 0,063 0,030 0,072 0042 0,063 0,101 0,022
0,005 0,004 0,007 0,004 0,004 0,007 0,008 0,004 0,005 0,004
working hours diff (H) -0,025 -0,040 -0,067 -0,061 -0,031 -0,087 -0,072 -0,080 -0,063 -0,059
0,001 0,001 0,003 0,003 0,001 0,005 0,003 0,003 0,004 0,002

total characteristics 0,078 0,002 0203 0,109 0,035 0,186 0,122 0,071 0,152 -0,014
weighted charact. diff 0,021 0,000 0,089 0,030 0,007 0,068 0,034 0,022 0,030 -0,002
WOMEN 0,05 0,00 0,11 0,08 0,06 0,11 0,18 0,09 0,17 0,08

adavantage public sector -0,220 -0,054 -0,132 -0,075 -0,126 -0,182 -0,010 -0,077 -0,069 -0,092
0,038 0,014 0,028 0,029 0,020 0,044 0,043 0,026 0,025 0,027
disadvant. private sector 0,159 0,012 0,186 0,083 0,185 0,237 0,352 0,113 0,256 0,203
0,037 0,012 0,028 0,030 0,019 0,048 0,051 0,023 0,024 0,026
returns -0,061 -0,042 0,053 0,008 0,058 0055 0,342 0036 0,188 0,111
weighted returns diff. -0,021 -0,024 0,016 0,008 0,019 0,024 0,110 0,016 0,061 0,040
human capital diff (C) 0,055 0,018 0,123 0,112 0,063 0207 0,114 0,113 0214 0,027
0,006 0,004 0,007 0,004 0,004 0,010 0,009 0,005 0,011 0,003
jobs skill levels diff (S) 0,113 0,027 0,199 0,088 0,046 0,083 0,108 0,124 0,190 0,065
0,008 0,004 0,008 0,004 0,005 0,008 0,009 0,006 0,010 0,003
working hours diff (H) 0,048 0,000 -0,010 -0,020 0,003 -0,093 -0,019 -0,062 -0,061 0,006
0,002 0,000 0,000 0,001 0,000 0,006 0,001 0,002 0,004 0,000

total characteristics 0,217 0,046 0311 0,180 0,111 0,197 0204 0,175 0342 0,099
weighted charact. diff 0,076 0,026 0,091 0,074 0,037 0,085 0,066 0,077 0,111 0,036
Selectivity -0,016 0,000 0,007 0,084 0,045 -0,030 -0,046 0,056 -0,009 -0,006

Source: European Community Household Panel, wave 7, 2000.
Field: Population aged between 25 and 55, salaried employees working at least 15 hours a week.
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