ECOMNZTOR

Make Your Publications Visible.

Boll, Christina; Lagemann, Andreas

Article

A Service of

ﬂ I I I Leibniz-Informationszentrum
° Wirtschaft
o B Leibniz Information Centre
h for Economics

The Gender Pay Gap in EU Countries - New Evidence

Based on EU-SES 2014 Data

Intereconomics

Suggested Citation: Boll, Christina; Lagemann, Andreas (2019) : The Gender Pay Gap in EU Countries
- New Evidence Based on EU-SES 2014 Data, Intereconomics, ISSN 1613-964X, Springer, Heidelberg,

Vol. 54, Iss. 2, pp. 101-105,
https://doi.org/10.1007/s10272-019-0802-7

This Version is available at:
https://hdl.handle.net/10419/196604

Standard-Nutzungsbedingungen:

Die Dokumente auf EconStor durfen zu eigenen wissenschaftlichen
Zwecken und zum Privatgebrauch gespeichert und kopiert werden.

Sie dirfen die Dokumente nicht fiir 6ffentliche oder kommerzielle
Zwecke vervielféltigen, 6ffentlich ausstellen, 6ffentlich zugénglich
machen, vertreiben oder anderweitig nutzen.

Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen
(insbesondere CC-Lizenzen) zur Verfiigung gestellt haben sollten,

gelten abweichend von diesen Nutzungsbedingungen die in der dort

genannten Lizenz gewahrten Nutzungsrechte.

WWW.ECONSTOR.EU

Terms of use:

Documents in EconStor may be saved and copied for your personal
and scholarly purposes.

You are not to copy documents for public or commercial purposes, to
exhibit the documents publicly, to make them publicly available on the
internet, or to distribute or otherwise use the documents in public.

If the documents have been made available under an Open Content
Licence (especially Creative Commons Licences), you may exercise
further usage rights as specified in the indicated licence.

Mitglied der

Leibniz-Gemeinschaft ;


https://www.econstor.eu/
https://www.zbw.eu/
http://www.zbw.eu/
https://doi.org/10.1007/s10272-019-0802-7%0A
https://hdl.handle.net/10419/196604
https://www.econstor.eu/
https://www.leibniz-gemeinschaft.de/

DOI: 10.1007/s10272-019-0802-7

Gender Equality

Christina Boll and Andreas Lagemann*

The Gender Pay Gap in EU Countries — New
Evidence Based on EU-SES 2014 Data

Gender differences in wages are a persistent pattern in most European countries. This study
analyses the earnings divide between men and women and the driving forces behind it in

26 countries. In 2014, the cross-country gender pay gap stood at 14.2%. However, country-
level results differ tremendously with high gaps of more than 20% in Estonia and Germany
and gaps below 5% in Belgium, Luxembourg, Slovenia and Romania. While part of the
earnings divide can be explained by gendered sector affiliation and the high share of atypical
employment among women, a large portion of the gender pay gap remains unexplained by the
data. Even though the gender pay gap statistics are unable to identify the (non-)existence of

discrimination, it still calls for diverse measures both at the state and the firm level.

Gender gaps in wages are an important facet of wage in-
equality and are some of the best documented facts in
labour economics. The literature has produced an ex-
tensive set of theories helping to explain the persistence
of the phenomenon.! With this study, we update existing
figures on the gender pay gap in EU countries based on
the Structure of Earnings Survey (EU-SES) for 2014.2 We
explore the magnitude and composition of the gender pay
gap both as an average of the country aggregate and for
26 individual countries.

*  This article is based on the following study: C. Boll, A.Lagemann:
Gender pay gap in EU countries based on SES (2014), Report pre-
pared for and financed by the European Commission — Directorate-
General for Justice, Luxemburg 2018, Publication Office of the Eu-
ropean Union, available at https://ec.europa.eu/info/sites/info/files/
aid_development_cooperation_fundamental_rights/report-gender-
pay-gap-eu-countries_october2018_en_0.pdf.

1 C.Boll, J. Leppin, A. Rossen, A. Wolf: Magnitude and Impact
Factors of the Gender Pay Gap in EU Countries, Report prepared for
and financed by the European Commission — Directorate-General for
Justice, Hamburg 2016, Publication Office of the European Union.

2 We thereby use the same data and the same methodological setting
as in a preceding study relying on EU-SES (2010), see C. Boll, J.
Leppin,A.Rossen, A. Wolf, op. cit. This time, we use information
from the Scientific Use File and from less anonymised data available
at the Eurostat Safe Centre. This allows us to incorporate 25 EU coun-
tries plus Norway in our analyses. Due to missing information, Austria,
Denmark and Ireland had to be excluded.

Christina Boll, Hamburg Institute of International
Economics (HWWI), Germany.
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Europe’s cross-country gender pay gap stood at
14.2% in 2014, masking a tremendous heterogeneity
at the country level

Gender wage discrepancies are persistent all over Eu-
rope. For 2014, we measure the cross-country gap in
average wages of men and women to be about 14.2%.
This number is slightly lower than the 16.6% published
by Eurostat for the EU-28 in 2014.2 The discrepancy is
explicable by data constraints. Figure 1 depicts the un-
adjusted pay gaps in descending order. The gap con-
siderably varies across countries. It ranges from 1.0% in
Romania to 23.5% in Estonia. Most Middle and Eastern
European states are exhibiting gaps clearly below EU-
average (14.2%), with the Czech Republic, Slovakia and
Estonia being the exceptions. Among the Western Euro-
pean countries, only Belgium is exhibiting a very small
gap (4.2%). Moderate gaps are found for Scandinavian
and Southern European countries.*

From 2010 to 2014, the unadjusted gender pay gap slight-
ly decreased by 1.1 percentage points, from 15.3% (2010)
to 14.2% (2014). The high persistence of pay gaps also
holds true across OECD countries.®

3 Eurostat: Gender pay gap in unadjusted form by NACE Rev. 2 activ-
ity — structure of earnings survey methodology, available at http:/
appsso.eurostat.ec.europa.eu/nui/show.do?dataset=earn_gr_
gpgr2&lang=en.

4 Compared to 2010, most countries exhibited a decrease of the unad-
justed gap, while it increased in only six countries (Bulgaria, Czech
Republic, ltaly, Latvia, Poland and Portugal). However, changes were
mostly moderate. Only in Belgium and Romania (Latvia), the decrease
(increase) was above four percentage points.

5 OECD: The Pursuit of Gender Equality. An Uphill Battle, Paris 2017, OECD
Publishing, available at http://dx.doi.org/10.1787/9789264281318-en.
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Figure 1

Unadjusted gender pay gap, by country and EU-average, 2014
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Note: ‘All’ denotes the value for the cross-country sample.

Sources: Eurostat: Structure of Earnings Survey (EU-SES), 2014; HWWI, 2017.

The pay gap is composed of an explained part and an un-
explained part as illustrated in Figure 2.5

The explained part of the gender pay gap is attributable to
different (observable) characteristics of women and men
and amounted to 4.8% in 2014. The unexplained part (ad-
justed gap) that compares men and women with similar
characteristics was 9.4%. Thus, a greater portion of the
overall gap was unexplained, referring to the used data
set. This has also been the case in previous years. Com-
pared to 2010, the explained gap was rather stable (-0.4
percentage points), whereas the adjusted gap decreased
by 1.5 percentage points at the cross-country level.

The gender pay gap statistics are unable to identify
the (non-)existence of discrimination

It is important to note that the adjusted gap should not be
equated with discrimination, as it incorporates unmeas-
ured wage-relevant gender differences such as actual
work experience, job preferences and bargaining skills.
On the other hand, what is statistically ‘explained’ is not
necessarily free from discrimination. Women and men
might face unequal access to wage-attractive jobs (e.g.
leading positions, full-time jobs). Therefore, both the ex-
plained and the unexplained parts of the gap and their re-
spective origins have to be analysed cautiously.

6 The breakdown of the overall gap relies on gender-specific earnings
regressions and an Oaxaca-Blinder-decomposition (R. Oaxaca:
Male-Female Wage Differentials in Urban Labor Markets, in: Inter-
national Economic Review, Vol. 14, No. 3, 1973, pp. 693-709; A.S.
Blinder: Wage Discrimination. Reduced Form and Structural Esti-
mates, in: Journal of Human Resources, Vol. 8, No. 4, 1973, pp. 436-
455). For further methodological details see C. Boll, A.Lagemann:
Gender pay gap..., op. cit.

LVv. GR BG HU IT MT PL LT HR BE LU SI RO

The adjusted gap is not fully unexplained. It is composed
of two portions. One is a true ‘blind spot’, capturing fac-
tors already mentioned like unobserved gender differenc-
es in bargaining skills. This component, called the ‘con-
stant term’, dominates the adjusted gap. In 21 out of 26
countries, the constant term was above zero and there-
fore increased the adjusted gap (and thereby also the
overall gap); the exceptions are Lithuania, Luxembourg,
Latvia, Romania and Hungary. The second component of
the adjusted gap can be explained by the fact that women
and men are paid differently for the same characteristic.

The adjusted pay gap is not identified to be at wom-
en’s advantage anywhere in the country sample

The country heterogeneity is reflected not only in the size
of the unadjusted gap, but also in its composition. Fig-
ure 3 plots the overall (unadjusted) gap at the country lev-

Figure 2
Unadjusted gender pay gap and its composition,
cross-country sample, 2014 and 2010

Unadjusted gap
14.2%
(2010: 15.3%)
|

| |
Explained part Unexplained part (adjusted gap)
4.8% 9.4%
(2010: 4.4%) (2010: 10.9%)

Sources: Eurostat: Structure of Earnings Survey (EU-SES), 2014; HWWI,
2017.
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Figure 3

Gender Equality

Breakdown of the unadjusted gender pay gap into single characteristics, by country, 2014
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Note: ‘All’ denotes the value for the cross-country sample.

Sources: Eurostat: Structure of Earnings Survey (EU-SES), 2014; HWWI, 2017.

el, broken down into the unexplained gap and the single
components of the explained gap.

The explained gap is negative in seven countries and
practically zero in two countries. In 17 countries, the ex-
plained gap is positive — that is, it increases the overall
gap — with the maximum value in Germany (14.9%). Only
in Germany, Belgium and the Netherlands, does the ex-
plained part exceed the unexplained part of the overall
gap. However, the unexplained part is not identified as
negative anywhere and only in Belgium as lower than 5%.
It is thus this term that comprises the bulk of factors that
prevent women from catching-up throughout Europe.’

Gendered sector affiliation can be identified as the
strongest driver of the explained pay gap

Concerning the contributions of single characteristics to
the gender pay gap, a gendered sorting into industries
and into atypical employment (part-time work, tempo-
rary contracts) predominantly widens the pay gap. In all
countries, except the Netherlands, sector segregation of
male and female workers contributes to the wage gap. In

7 Between 2010 and 2014, the adjusted gap decreased by 1.5 percent-
age points (pp) in the cross-country sample. The drop has been high-
est in Belgium and the UK (-3.8 pp each).

ZBW - Leibniz Information Centre for Economics
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O Tenure Education
M Temporary contract & Occupation
1l Country

general, women are overrepresented in industries with
low pay levels (and accordingly underrepresented in well-
paid industries). The deviating result for the Netherlands
originates in their stark underrepresentation of females
in comparatively low-paid manufacturing sectors. The
educational level mostly mitigates the gap. In all coun-
tries but Germany, women are on average more highly
educated than men. Women work more often in part-time
and temporary jobs than men. In most countries, both
features are associated with lower hourly earnings. Since
2010, working hours have gained importance as a con-
tributing factor to the gender pay gap at the EU average,
especially in Germany and the UK, whereas this factor
has lost importance in Belgium. Furthermore, firm char-
acteristics (firm size, public control) tend to decrease the
pay gap. Occupational segregation mitigates the gap in
most countries. This common result in multivariate analy-
ses such as this has to be interpreted in the context of
several further factors: Some occupations are concen-
trated in a few sectors; and although the segregation of
workers into ‘typical’ male and female occupations is
an EU-wide phenomenon, the pay-attractiveness of oc-
cupations varies between countries. Hence, it does not
come as a surprise that the role of occupational segrega-
tion notably differs at the country level: Whereas this fac-
tor significantly adds to the pay gap in the UK, it notably
decreases the gap in Italy.
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Further peculiarities for a correct understanding of
the gender pay gap

Some characteristics are very important for a correct un-
derstanding of the gender pay gap. First, actual work ex-
perience is not directly measurable with the data at hand.
Hence, gender differences in work interruptions and their
earning consequences are part of the unexplained gap. A
rich body of literature, however, confirms severe earning
losses for women due to family-related breaks, in particu-
lar from the life course perspective.® Second, some char-
acteristics carry different wage premiums for women and
men. For example, in 22 out of 26 surveyed countries, men
receive higher wage premiums on average than women for
the same sector affiliation. This hints at considerable intra-
sectoral gender heterogeneity with respect to the sorting
into occupations and hierarchical positions. Furthermore,
wage disadvantages associated with flexible and part-
time jobs also differ between sectors; women who regu-
larly place higher value on these jobs than men are penal-
ised more strongly in some sectors than in others. Goldin
argues that differences in the cost of time flexibility at the
firm level are crucial in this regard.®

Can’t we have both? High female employment rates
and low gender wage gaps seem to be mutually
exclusive

Finally, the findings point to a trade-off between two key
aims of gender mainstreaming policy: low gender wage
gaps and high female employment rates (Figure 4). Based
on cross-country analysis, the evolving picture appears to
show that we still cannot have both. There may be several
reasons for this. First, in countries with rather egalitarian
gender roles as well as ample arrangements for flexible
work and part-time jobs, women are enabled to enter the
labour market, which results in a high female employ-
ment rate. These jobs come at the cost of severe wage
disadvantages, however, that primarily affect women.
Conversely, in countries with low family-career compat-
ibility, e.g. due to poor public childcare infrastructure and
scarce flexible work arrangements, only women with high
earnings potential access the market; indeed if they can
get past this hurdle, these women seem to access attrac-
tive job attributes as easily as men. This results in rather
low gender wage gaps as they are observed in Eastern
European countries. Furthermore, typical low-paid female
tasks, like nursing and caretaking, regularly decrease the

8 See for Germanye.g. C. Boll,M.Jahn,A.Lagemann: The gender
lifetime earnings gap — exploring gendered pay from the life course
perspective, in: Journal of Income Distribution, Vol. 25, N, 2017, avail-
able at http://jid.journals.yorku.ca/index.php/jid/article/view/40355.

9 SeeC.Goldin:Agrand gender convergence. Its last chapter, in: The
American Economic Review, Vol. 104, No. 4, 2014, pp. 1091-1119.

Figure 4
Relationship between gender pay gap and female
employment rate across EU countries, 2014
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women’s average pay. Therefore, in countries where these
tasks are performed mainly outside the market, pay gap
statistics appear to be more favorable for women, albeit
alongside less favorable female employment statistics.

Policy implications: Four strategies seem crucial to
close the gender divide in earnings

What are the policy implications of this study? First, to get
a full picture of women’s earnings perspectives in Europe,
one has to take female participation opportunities into ac-
count. A mere focus on pay gaps would be short-sighted.
Strategies that foster female employment have a ‘dou-
ble dividend’ as they also boost female wages because
any improvement in the reconciliation of work and family
helps women to better use their talents.

Second, four strategies seem crucial to close gender pay
gaps: breaking stereotypes, avoiding long family breaks,
combatting part-time penalties and fostering female ca-
reer advancement and leadership.

Breaking gender and occupational stereotypes is key to
combat gender-typical occupational choices. Gender
role stereotypes stem from ingrained cultural and social
attitudes toward traditionally masculine and feminine
roles. Children develop gender schemata at an early age.
As adolescents, they make occupational decisions which
may be misdirected if they are determined by stereo-
type threats instead of individual interests and talents. To
tackle stereotypes, it is necessary to implement aware-
ness-raising and capacity-building training activities,
particularly for pre-school and school teachers as well as
for public service staff who operate in this area, e.g. em-

Intereconomics 2019 | 2



Figure 5
Crucial strategies for closing the gender pay gap
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WORKING HOURS

Source: Own illustration.

ployment agencies. Furthermore, this challenge requires
that social partners get involved, checking prevalent work
evaluation schemes with a special focus on a potential
devaluation of ‘female’ work. Relatedly, more positive
role models should be established for working mothers,
female leadership and women in STEM professions. The
public sector has a pioneer role in this regard."®

Action both at the state and firm level is needed to combat
long family breaks. At the state level, full-time and high-
quality childcare facilities remain an urgent necessity, as
well as parental leave systems that stimulate fathers’ fam-
ily support. According to robust international empirical
evidence, extensive provisions of transferable leave tend
to enforce a traditional intra-couple work division. On the
contrary, ‘daddy weeks’, which are exclusively assigned to
fathers, effectively stimulate fathers’ uptake of leave when
combined with a high wage replacement rate. At the firm
level, flexible work arrangements with respect to time and
place of work are crucial to balance work and family needs
and to ease a quick job re-entry after family breaks.

Working hours are, together with segregation, the two
main drivers of current gender pay gaps, as far as what
is observable in earnings data. Part-time is a continuous
trend shaping women’s employment patterns in Western
Europe. Still, reduced weekly working hours are penalised
in terms of hourly wages. The literature suggests that the
extent to which this happens notably differs between sec-

10 In Germany, the unadjusted gender pay gap in the public sector stood
at 5.6% in 2014 and was virtually unchanged compared to 2010 (see
C. Boll, A. Lagemann: Verdienstllicke zwischen Mé&nnern und
Frauen im o6ffentlichen Bereich und in der Privatwirtschaft — Hohe,
Entwicklung 2010-2014 und Haupteinflussfaktoren, HWW!I Policy Pa-
per No. 107, Hamburg 2018, Hamburgisches WeltWirtschaftsInstitut,
available at http://www.hwwi.org/fileadmin/hwwi/Publikationen/Pub-
likationen_PDFs_2018/HWW!I_Policy_Paper_107.pdf.
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Strategies:

o Establishing family-compatible work
arrangements

Improving institutional childcare supply

BIOGRAPHY Establishing father-friendly parental leave systems

Strategies:

o Reevaluating female work

e Breaking glass ceilings

* Breaking gendered occupational stereotypes

tors, related to sector-specific time and leadership cul-
tures and technologies. Thus, as regards the roots of part-
time wage penalties, a stronger focus should be placed
on the sector and firm level, addressing the responsibility
of the social partners. Empirical evidence suggests that
increasing the range of working time options at the firm
level would increase both attractiveness and feasibility
of part-time work among career-oriented mothers — and
fathers. Actors at the firm level should strive for more inte-
grated solutions towards arrangements close to full-time
work. This would not only boost gender equality but also
tap underused human resources, thereby increasing eco-
nomic efficiency.

Vertical segregation does not directly show up in our data,
but gender-specific sector premiums (and a vast body of
literature) hint at the importance of gender differences in
hierarchical sorting within firms." To break down barriers
to women’s climb up the career ladder, a mix of (partially al-
ready identified) policies seems appropriate. At the level of
the state and society, the establishment of positive role mod-
els, the introduction of quotas for women’s representation
in boards and a more extensive provision of full-day child-
care are positive measures. At the firm level, more strategies
fostering women’s participation in training and promotion
programmes are required, particularly for women who work
part-time. Last but not least, female managers and family-
active fathers are also needed as positive role models at the
corporate level. Hence, a ‘one size fits all’ policy to close the
gender gap in pay seems inappropriate. There is a lot to be
done in a collaborative effort with various actors.

11 This also applies to the public sector: In 2014, men’s higher frequency
in managerial positions was the most important single driver of the
gender pay gap in the German public sector and in both of its sub-
sectors O (Public Administration, Defence and Compulsory Social
Security) and P (Education), see C. Boll, A. Lagemann: Verdien-
stlticke.. ., op. cit.



