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Fast facts

Over the past 40 years, women in the United States increased their work hours,
and their rising incomes became a significant part of overall household financial
stability. More working women also contributed mightily to stronger economic
growth. These additional earnings have made the financial difference for families
across races and up and down the income spectrum while also boosting economic
growth. Yet despite all of these gains, women are still severely limited by gender
pay inequality, which for a number of reasons keeps women'’s average earnings at

nearly 20 percent less than men’s average earnings:

* Women make up half of the U.S. population (50.8 percent) and are close to half of
all currently employed workers (46.7 percent), yet the average earnings of all women
who work full time, year round is 80.5 percent of men who work full time, year

round. This adds up to total wage differences of more than $799 billion annually.

* Women’s earnings are critical to families’ financial well-being. Women are more
likely than men to be single heads of households raising children. And as wages
have stagnated, the families that have experienced real, inflation-adjusted income

growth since the 1970s are likely to be married couples where the wife works.

* Womens earnings also support economic growth. Research finds that if women had
not increased their work hours since 1979, U.S. GDP in 2012 would have been 11 per-

cent lower than it would have been otherwise, resulting in $1.7 trillion less in output.

What are the causes of gender pay inequality,
and what can we do about them?

Work experience

‘Women have less work experience than men, which explains 14 percent of gender
wage inequality—resulting in $112.7 billion in lost wages annually. Gender differ-
ences in work experience are largely because women are more likely than men to

cut back their work hours or drop out of the labor force altogether due to family

6 Washington Center for Equitable Growth | Gender wage inequality



and other outside obligations. Women are also more likely than men to be part-
time workers, who receive lower hourly wages and fewer benefits compared to

those doing the same job full-time regardless of gender.
Industry and occupation

Just more than half of gender pay inequality—50.5 percent—can be explained
due to gender differences in the industries (17.6 percent) and occupations (32.9
percent) where men and women work, amounting to a combined estimate of
about $404 billion dollars in wage differences. Wages tend to be lower in occupa-
tions that are women-dominated compared to men-dominated occupations of
similar skill and education level. In fact, evidence suggests that an influx of women

into a given occupation lowers overall wages.
Race

Racial wage inequality compounds the effects of gender wage inequality for women of
color and, according to models employed in the new Equitable Growth report, explains
4.3 percent of gender wage inequality. The effect of race persists even when controlling

for other workers’ characteristics such as education, work experience, and occupation.
Region

Regional differences in pay are to be expected, given that the cost of living varies
across states. In the absence of inequality, those effects should be evenly spread
across men and women. But research finds that regional differences affect women’s
wages relative to men’s wages by 0.3 percent, amounting to an estimated $2.4 bil-

lion dollars in wage differences.
Discrimination and gender stereotyping

A portion of gender pay inequality—38 percent—is unexplained by observable
data, and results in an estimated $304 billion in lost wages annually. Most research-
ers attribute this portion to factors such as discrimination and socially constructed
gender norms such as women are often encouraged to pursue or are seen as more
“suitable” for different kinds of jobs than men. Evidence also strongly suggests that
the other explanatory factors mentioned in the paper are directly or indirectly influ-
enced by discrimination and gender stereotyping, which affects the choices men and
women make about their careers or the (often incorrect) factors that employers use

to evaluate productivity.
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Overview

The U.S. economy is harmed directly and indirectly by the persistence of inequal-
ity between the wages of men and women. The data, research, and analysis
assembled in this report break down the causes in differences between men and
women’s pay, and the policies that could help reduce them. Pay inequality between
men and women weakens family earnings and spending power, particularly among
struggling low- and middle-income single-parent households and many families of
color. The retirement security of nearly all families is threatened, too, due to wages
lost to continuing inequality. And the future economic competitiveness of the
nation is under threat due to the lack of policies that would boost the labor force

attachment, productivity, and wages of workers now and their children tomorrow.

This report knits together the evidence to show how women’s economic contribu-
tions to the health of the U.S. economy, to sustained economic growth, and to their
individual families’ economic security is of vital importance. Consider first the
statistics. Women make up slightly more than half of the population of the United
States (50.8 percent), just more than half of all adults in their prime working ages of
25 to 54 (50.3 percent),' and are close to half of all currently employed workers (46.7
percent).” While women have lower labor force participation rates than men—=58.3
percent for women ages 20 and older, compared to 72 percent for men—women’s
participation has increased dramatically over the past several decades.’ In 1950, only
about a third of women were in the U.S. labor force (34 percent), and while rates have
declined slightly since a peak at 60.1 percent in 1999, the overall trend has been one

of increasing rates of women'’s formal employment.*

Yet the consequences of women’s key role in the workplace, combined with
women on average earning less than men due to structural and policy choices,
means that economic growth is unnecessarily hampered. The reasons are myriad.
Women’s wages are central to economic growth and security—boosting both
spending and investment in our economy—yet are depressed relative to men’s
wages. These lower wages are often acutely felt at the individual level, too, because

women not only earn less money than men but are also more likely than men to
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be single heads of household raising children and, perhaps unsurprisingly, are thus

more likely than men to be living in poverty when doing so.”

But families headed by unmarried mothers are not the only ones who lose out due
to unequal pay. The majority of married mothers are either breadwinners (24.1
percent) or co-breadwinners (28.8 percent), bringing home at least a quarter of
their families’ incomes.® And although less than a third of married mothers (29.7
percent) do not have any earnings, at least some full-time stay-at-home caregivers
are out of the labor market due to lower opportunity costs when there is a need to
provide family care. At the same time, as wages have stagnated overall across most
of the U.S. economy over the past several decades, one of the only ways working
families have been able to get ahead is by increasing their labor force participa-
tion and working more and longer hours. It is no surprise, then, that the families
that have seen real, inflation-adjusted income growth since the 1970s are married

couples where the wife also works.’

Substantial evidence suggests that increasing women'’s participation in the formal
labor sector would result in significant economic growth. A 2012 study conducted
by Booz & Company (now Strategy&; a unit of the global consulting firm PWC)
found that if women’s labor force participation in the United States matched
men’s, then annual Gross Domestic Product would increase by S percent.® The
U.S. Department of Labor also estimates that if women in the United States par-
ticipated in the labor force at the same rate as women in Germany or Canada, the
result would be 5.5 million more women ages 25 to 54 in the U.S. labor force and

more than $500 billion of new economic activity annually.’

Evidence from previous increases in women’s paid work supports these pro-
jections. A team of economists from the University of Chicago and Stanford
University estimate that 17 percent to 20 percent of aggregate wage growth in the
United States from 1960 to 2008 was due to black people and white women expe-
riencing less occupational segregation in the wake of the civil rights movement.'’
Similarly, if women had not increased their work hours since 1979, GDP in 2012

would have been 11 percent lower, amounting to $1.7 trillion less output."!

In addition, unpaid labor by U.S. women within the home accounts for significantly
more of their time than that of U.S. men, and women’s housework and unpaid fam-
ily care work provides the support for much of men’s labor force participation.'? In
the United States, full-time working women put in slightly fewer on-the-job hours

than men, but when care for household members and other household activities are
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considered in the total hours “worked” per day, women’s hours are roughly equal—

10.22 hours for women, compared to 10.29 hours for men."

The cross-national comparisons are telling. Across countries, women’s labor
force participation rates and per capita income have a U-shaped relationship.* In
countries with lower levels of per capita income, women’s labor force participa-
tion is high, which is largely the result of families needing all available workers

in the labor force to help bring home income. As incomes and social protections
increase, women are able to exit the labor market in order to provide unpaid
household and care work. But when incomes and worker protections increase

turther, so does women’s labor force participation.

Women'’s greater labor force participation, and the ensuing jump in U.S. economic
growth, remains hampered by a variety of factors. One of the top reasons is a lack
of nationwide family friendly work-life policies. When comparing labor force
participation among women ages 25 to 54 in 2016, the United States ranks 20th
out of 22 among the advanced-economy member nations of the Organisation

for Economic Co-operation and Development, from 6th in 1990."° More than a
quarter (28 percent to 29 percent) of the decline from 1990 to 2010—when the
United States fell to 17th—was caused by the expansion of family friendly work-

life policies in other countries but not the United States."®

Yet even when U.S. women do participate in the labor market, on average they
receive wages that are lower than those of men. Gender wage inequality in the
United States—expressed as a ratio of the average earnings of all full-time, year-
round working women compared to the average earnings of all full-time, year-
round working men—currently stands at 80.5 percent, using 2016 data.'” This is
both a partial cause and a partial effect of women’s lower labor force participation
rates, since women’s lower levels of work experience depress wages at the same
time that their lower opportunity costs help make them the most likely family

members to stay home and provide unpaid care to children or ill or aging relatives.

The average woman, over the course of a 40-year career, loses an estimated
$418,800 relative to the average man due to gender wage inequality.'® The results
are even starker for many women of color. Black women are estimated to lose
$840,040, Native American women $934,240, and Latinas $1,043,800 relative to
white, non-Hispanic men.'” And regardless of which form of retirement savings is
considered—401 (k) plans, IRAs, or emergency savings—women have less sav-

ings on average when compared to men.”” Because women have fewer savings and
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less access to retirement benefits, they are more likely than men to find themselves
spending their elder years living in poverty.*! Motherhood, in particular, is shown
to harm women’s wages, since women do the majority of unpaid childcare work,

even when they are partnered and employed outside the home.*

Differences in labor force participation, work experience, and work hours are only
a few of the many ways that women and men differ as workers. As a result, some
critics argue that gender wage inequality is a myth, while others claim that only a
small portion of the difference in women’s and men’s wages is due to discrimina-
tion. To be sure, topline statistics such as the oft-touted assertion that women
earn 81 cents to the man’s dollar do not take into account many of the differences
between women’s and men’s educational paths, work histories, career choices,
and family responsibilities. But these differences are themselves worthy of further
interrogation rather than simply controlling for them and explaining them away
in calculations of “true” wage inequality. And it is important to note that the
“choices” men and women make about their education and employment are not
made in a vacuum based solely on personal preferences, but are influenced by the

complex intersection of social norms, public policy decisions, and discrimination.
The reason: Gender pay inequality in the United States is not just a “women’s
issue.” The consequences go far beyond individual women. Women’s earnings are
an important component of families’ economic security. Constrained opportuni-
ties and wages for women harm overall U.S. economic growth, family economic

well-being, and women’s retirement security.

Fortunately, a number of public policy options exist to help mitigate gender wage

inequality and to unleash potential growth. Among them:
* Stronger enforcement of anti-discrimination laws

* Policies to raise wages in low-paying occupations that tend to be

dominated by women
* Reducing educational and occupational segregation
* Protecting workers who discuss their pay at work

* Curtailing the use of previous earnings in salary offers
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* Better data collection around gender and wages

* Better access to work-family policies that help women maintain employment

and advance in their jobs
* Protecting the rights of workers to form unions and collectively bargain

In the pages that follow, this report presents in detail the reasons why gender pay
inequality persists today and possible policy solutions at the federal level, as well
as in select state and local policy settings. The report also examines the many
obstacles that prevent these common-sense reforms from proceeding, especially
at the federal level. Building a strong economy that works for everyone is not pos-
sible unless gender pay inequality is fully addressed. Sustained and broad-based

U.S. growth and prosperity now and in the future hangs in the balance.
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What is gender pay inequality?

Differences in women’s and men’s wages are often referred to as the “gender wage
gap” and are colloquially reported in terms of “cents on the dollar.” These are
familiar terms that can help people understand the issue but may inadvertently
imply that wage differences are naturally occurring and that the impact can be
counted in pennies. This report, while addressing the same phenomenon, is
framed slightly differently, with a focus on pay inequality. As discussed in detail
below, some of the differences in pay are based on measurable distinctions
between men and women that can account for women’s lower wages—such as
being more likely to be employed in certain low-wage sectors. But these distinc-
tions should not be understood as immutable and inevitable outcomes. Rather,
they are the result of structures, norms, and a public policy landscape that create,

perpetuate, and reinforce inequality.

But before disaggregating the reasons why gender pay inequality persists, it is first
important to understand the two broad ways that economists try to calculate it.
Empirical methods for understanding differences between men’s and women’s
wages focus on measurable human capital differences in explaining the gender
differences in wages, which are factors that measure how characteristics of the
supply of labor affects how that labor is monetarily valued. Statistical modeling
shows that factors such as work experience, industry, and occupation all contrib-
ute significantly to gender pay inequality. But no model of human capital is able to
completely account for the entirety of aggregate wage differences. That’s why it’s
important also to consider the role of gender norms, stereotyping, and discrimi-
nation to more fully explain why women and men experience unequal rates of
pay. These factors affect both the supply of labor (such as how gender norms

and stereotypes influence the majors that women and men commonly choose in
college), as well as what can’t be measured in statistical models. The unexplained
portion of pay inequality regressions, for example, is commonly understood as
simple discriminatory pay—when two workers with the same characteristics are
paid different amounts for no other reason than their gender or race and ethnicity
because of the bias, unconscious or otherwise, of the employer. All of these factors

must be addressed in order to address gender wage inequality.
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While many aspects of gender wage differences remain contested, its existence is not
up for debate. Wage data consistently show that on average women and men have
different earnings. Pay differences between women and men shrank considerably
through the 1980s and 1990s, but progress has stalled in the following years. At the

current rate of change, this inequality would not be eliminated entirely until 2059.7

Generally speaking, to calculate wage inequality, researchers take the average earn-
ings of women and compare those to the average earnings of men. Researchers
typically use three different statistics to illustrate differences in pay. The first set

of data is derived from comparing the average annual earnings of all women who
work full time year-round to the average earnings of all men who work full time
year-round. Using data from 2016, the annual data result in wage differences of
80.5 percent (routinely rounded up and reported at 81 percent), meaning that the
average full-time year-round working woman earns 81 percent of what a full-time,

year-round working man earns.**

The second set of statistics frequently used does a very similar comparison but uses
weekly wages rather than annual earnings. In this case, using data from 2016, the
result is a slightly smaller wage difference of 81.9 percent.” Finally, hourly earnings
data produce wage differences of 81 percent for full-time workers, and if all men and
women are compared using hourly wage data, regardless of whether they work full

or part time, wage differences clock in at 84 percent.”® (See Table 1.)

TABLE |

Three ways to calculate U.S. gender wage inequality
U.S. gender wage inequality calculations using annual, weekly, and hourly wage data, 2016

Annual wages, 2016 Weekly wages, 2016 Hourly wages, 2016

Full-time working women's
eamings as a percentage of 80.5% 81.9% 81.0%
full-time working men's

Sources: Ariane Hegewisch and Emma Williams-Baron, “The Gender Wage Gap by Occupation 2016 and by Race
and Ethnicity" {Washington: Institute for Women's Policy Research, 2017), available at https:/iwpr.org/wp-content/
uploads/2017/04/C456.pdf; Rakesh Kochhar, “How Pew Research measured the gender pay gap" (Washington:
Pew Research Group, 2013), available at http:/www.pewresearch.org/fact-tank/2013/12/11/how-pew-research- ) .
measured-the-gender-pay-gap/: Bemadette D. Proctor, Jessica L Semega, and Melissa A. Kollar, “Income and ' L‘.qlllt'{lblt'
Poverty in the United States: 2016" (Washington: U.5. Census Bureau, 2016), available at https:/www.census.gov/ 1" ( }I'O\\’th
content/dam/Census/library/publications/2017 /demo,/P&0-25%.pdf.

Decisions on which earnings data to compare and whether to only analyze full-
time workers are rooted in the acknowledgement that, on average, women tend to
work fewer hours than men. Excluding part-time workers, 64.1 percent of whom
are women,”’ results in a less-biased result because it at least partially adjusts for
the differences in hours worked between men and women.”® The decision to ana-

lyze hourly wages versus weekly versus annual earnings is based on similar logic.
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On its face, focusing on hourly wages appears to be the most logical, since that would
seemingly erase the impact of differences in total hours worked. But not all workers
are paid hourly, and working backward from an annual salary to estimated hourly
earnings is complicated, as full-time salaried positions can vary greatly in the total
hours worked.” This method also ignores that many workers pay a wage penalty for
working fewer hours, and that this penalty is neither linear nor consistent across occu-
pations.* Finally, focusing on hourly earnings erases the impact of overtime wages,
since workers who are covered by the Fair Labor Standards Act are eligible for 150

percent of their normal hourly wages if they work more than 40 hours per week.”!

Similar arguments can be made about why weekly earnings are both a better and
worse measure than annual earnings. There is no “best” dataset to use, but being
clear about the limitations of each can help to highlight some of the causes behind
the differences in women’s and men’s pay. For instance, men’s greater likelihood
of working very long hours is estimated to have caused roughly 10 percent of the
gender wage differences between 1979 to 2007.% If this effect is controlled for by
only analyzing hourly wages or the impact of overtime wages is reduced by focus-

ing on average weekly earnings, then a key explanatory variable is lost.

In addition to the different wage statistics that result from working with different
earnings data and classifications of workers, there are also disagreements among
researchers regarding which other variables need to be controlled for when compar-
ing wages. In other words, is it appropriate to compare all women and men to each
other without taking into account differences in race and ethnicity, let alone other
factors such as education, industry and occupation, years of work experience, and so
on? Some critics go so far as to argue that gender wage inequality is a myth,* since
once these additional factors are taken into account the differences in women’s and

men’s average earnings shrinks—although, notably, they do not disappear entirely.

While gender wage differences are a demonstrably real phenomenon that never
is completely erased regardless of which data are being used or what variables are
controlled for, valid questions persist about whether topline statistics—such as
the 81 percent annual figure cited above—erase nuances by making apples-to-
oranges comparisons. It is true that when claiming full-time, year-round working
women earn only 81 percent compared to full-time, year-round working men
annually, the statistic does not take into account significant gendered differences
and patterns in education, occupation, work hours, job tenure, and so on, in addi-

tion to failing to account for racial and ethnic differences.
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Instead of obscuring those differences and encouraging economists and policymak-
ers to ignore them, however, the use of these topline statistics can be a useful tool to
explore all of the multifaceted causes of differences in women and men’s pay. Rather
than striving to control for these factors in their models in search of “true” gender wage
inequality, researchers must acknowledge that each of these dynamics are relevant

drivers of wage differences and thus are worthy of further interrogation.

Furthermore, it is problematic to assume that only factors that cannot be controlled
for within statistical models result in discrimination. A wealth of research, for
example, indicates that race and gender stereotyping and discrimination influence
educational attainment and choice of major if attending college, all of which is lost
when education is controlled for within a model as if it were a rational and objective
outcome existing outside of culture. A deeper understanding of gender wage inequal-
ity must involve further investigation into these factors, rather than simply attempt-
ing to control for them in statistical models. These distinctions are not quite as neat
as some statistical modeling would imply, and all drivers of the differences in pay

between women and men are worthy of interrogation in the pursuit of gender equity.
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Causes of gender
wage inequality

Two dominant approaches are used to explain the causes behind gender wage
inequality: supply-side (also known as human capital theory) and demand-side
explanations. The supply-side explanation focuses on factors related to the supply
of labor—the workers—namely differences in human capital investments such as
education and job experience, as well as choices such as occupation.** These fac-
tors can be empirically measured and tested in large-scale datasets such as the U.S.
Census Bureau surveys. Relying on these methods, inequalities such as gender
wage differences can be best explained by differences in education and type of
work. The limitations of these methods, however, can lead to the conclusion that
gender wage inequality is determined only by “voluntary” choices that women
and men make to invest in their human capital and decisions in the labor market.

The “supply,” in short, is what individuals choose to contribute to the workforce.

The demand-side approach, while not discrediting supply-side methodology,
posits that inequalities are more complex than this. The behaviors of those on the
demand side of the equation need to also be taken into account—{rom employers
to structural forces beyond the individual worker that shape where that worker is
ultimately matched to a job and at what pay level. This includes an emphasis on
discrimination and gender stereotyping, which cannot be accounted for using
purely supply-side empirical methods. This report utilizes a holistic framework

involving both supply- and demand-side drivers of gender wage inequality.
Because the 81 percent figure for wage inequality is calculated by comparing the aver-
age annual earnings of all full-time, year-round working women to the average annual
earnings of all full-time, year-round working men, it does not account for the many
differences that exist between these two groups. As a whole, women and men tend to:

* Work in different types of jobs within different industries

* Clock in different hours even when working full time
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 Boast different levels of educational attainment and different

majors when attending college
* Have different levels of job tenure and experience

These factors are just a few among a host of other differences that all impact pay.
All of these factors should be taken into account when discussing wage inequal-
ity, not because they are less important than discrimination but because they are
relevant issues that must be addressed to help boost women’s pay, especially the

pay of black women and Latinas.

Some of the best known and most respected research on gender wage inequal-

ity has been conducted by Cornell University economists Francine Blau and
Lawrence Kahn.* Their latest research disaggregates the causes of gender wage
differences from 1980 through 2010, allowing them to look across decades at

the changing composition of factors influencing gender pay inequality. Their
economic model remains the gold standard for assessing gender wage inequality,
which is why this paper takes as its starting point the disaggregated causes the two

scholars identified as the starting point for further analysis.

Blau and Kahn find that the total share of gender wage inequality explained by
observable, measureable factors increased over the 30 years between their sam-
ples, from S1.5 percent to 62 percent. Yet 38 percent of the difference in women’s
and men’s pay still cannot be explained by the measurable variables in their model,
which they argue is likely driven by other factors that cannot be controlled for

in supply-side analyses such as differences in productivity, discrimination, and

potential other differences such as negotiating styles. (See Figure 1.)
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FIGURE |

Breaking out the causes of gender wage inequality in the United States

Women'’s pay on average remains almost 20 percent lower than men'’s

For every $1 a man

earns, a woman

There are multiple
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Source: Author’s calculations based on calculation from Francine D. Blau and Lawrence M. Kahn, “The gender " Equitable
wage gap: Extent, trends, and explanations,” Journal of Economic Literature 55 (3) (2017): 789-865. 'I’ GrOW'th

The absolute difference between women’s and men’s median earnings also differs
by age. Wage inequality is not a static phenomenon, and the effects compound
over the course of a career. Comparing the mean wages of full-time, year-round
workers in their prime earning years between ages 25 and 54—the same age range
used in the Blau and Kahn study—shows that younger workers in 2016 (the most
recent year complete data are available) had smaller wage differences relative to
their older peers. The average difference in earnings for men and women workers
in the 25-to-44 age range is $15,349 per year, compared to $22,142 for workers
who are between the ages of 45 and 64. (See Table 2.)
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TABLE 2

Age matters when calculating gender wage inequality in the United States
Total wage losses for full-time, year-round working women, ages 25 to 64, 2016

Mean full-time,  Mean full-time, ) Women's
year-round year-round . Difference Number of cumulative
Age eamings—men eamings—women  Wageratio in eamings women losses
25-44 years $67,048 $51,699 77.12% -$15,349 22,199,000 -$340,732,451,000
45-64 years $81,197 $59,055 72.73% -$22,142 20,706,000 -$458,472,252,000

Totallosses  -$799,204,703,000

Source: PINC-05: Work Experience in 2016—People 15 Years Old and Over by Total Money Earnings in 2016, Age, Race, Equit: abl e
Hispanic Origin, and Sex, U.S. Census Bureau, Current Population Survey, 2017 Annual Social and Economic Supplement, / ' Gq h
available at https://www.census.gov/data/tables/time-series/demo/income-poverty/cps-pinc/pinc-05.2016.html. “ rOWt

Some age-related gender wage differences are likely caused by what economists and
other social scientists refer to as “cohort effects,” since women in different age cohorts
are likely to have different levels of education and experiences in the labor market.
Research that tracks workers over time finds that when college-educated women first
leave school, wage inequality is often relatively small, but it grows as women advance in
their careers.** While the lost wages estimated in this report represent a significant dif-
ference in income at the individual level, when multiplied across the entire workforce,
the result is hundreds of billions of dollars in lost wages. In total, gender wage inequal-
ity results in an estimated $799.2 billion in wage differences annually.

Analyzing the average wage differences for working-age women also provides an
estimation of the total cost of each cause of gender wage inequality identified by
Blau and Kahn. Differences in men’s and women’s work experience, for example,
results in an estimated total of $112.7 billion in lower wages for women. Education
helps women close wage differences by 5.9 percent and thus boosted women’s wages
by an estimated $47.2 billion overall, relative to what we would expect women’s
wages to be if their levels of educational attainment relative to men’s had not
increased since 1980. (See Table 3.)
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TABLE 3

The causes of lost earnings in the United States due to gender wage inequality
Percentage of lost earnings due to eight factors for women, ages 25 to 64, 2016

Explanatory factor Impact on wage inequality Total estimated impact on wages
Education -59% $47,153077,477
Unionization -1.3% $10,389,661,139
Unexplained 38.0% -$303,697,787,140
Occupation 329% -$262,938,347,287
Industry 17.6% -$140,660,027,728
Experience 14.1% -$112,687,863,123
Race 43% -$34,365,802,229
Region 0.3% -$2,397,614,109

Sources: Author's calculations based on PINC-05: Work Experience in 2016--People 15 Years Old and Over by Total Money Earnings in

2016, Age, Race, Hispanic Origin, and Sex, U.S. Census Bureau, Current Population Survey, 2017 Annual Social and Economic

Supplement, available at https://www.census.gov/data/tables/time-series/demo/income-poverty/cps-pinc/pinc-05.2016.html; E quitabl e
Francine D. Blau and Lawrence M. Kahn, “The gender wage gap: Extent, trends, and explanations,” Journal of Economic Literature "" G

55(3) (2017): 789-865. rowt

Although very recently published, the disaggregation reported by Blau and Kahn
uses data ending in 2010. This report applies the findings of their model to more
recent wage data from the 2016 Current Population Survey. As a result, these are
rough estimations and should be interpreted as such. Still, there is little reason

to believe that the underlying factors driving wage inequality have changed
dramatically in the ensuing years, and they help to illustrate the scale of the total
economic impact caused by gender wage differences. Each of these factors are

explored further in the remainder of this report.
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Individual factors driving
gender pay inequality, policy
recommendations, and
obstacles to reform

Economists Blau and Kahn provide us with the tools to disaggregate the data that
demonstrate the persistence of gender wage inequality in the United States. The
scholars break out the percentage costs of wage differences due to education, work
experience, race and region, unionization, industry and occupation, and remaining
unexplained reasons that are not identifiable in the data. Taking Blau and Kahn’s
1980-2010 analysis as a jumping-oft point, this paper knits together an array of
other studies that dig in to each of the causal factors identified in their original analy-
sis. This approach allows us to better understand the causes and consequences of
each factor driving gender pay inequality, which in turn allows us to gain traction on

a host of policy recommendations for mitigating those inequalities.
Work experience

The fact that women tend to have less work experience than men explains 14 per-
cent of gender wage inequality, representing roughly $112.7 billion in wage differ-
ences. The importance of work experience on gender wage inequality has declined
over time; in 1980, differences in work experience were responsible for more than
one-fifth of wage differences between men and women. As women have begun to
catch up with men in terms of labor force attachment, gender differences in work

experience have narrowed as well.”’

Explanations for women’s increased labor force participation over this period of
time vary. They include changes to the economy, including the growth of occupa-
tions that have traditionally been dominated by women workers, the stagnation of
men’s wages, technological advances, the greater ability of women and couples to
control fertility, and changes in overall culture.”® While the exact causes are multi-
faceted and open to interpretation, the indisputable fact is that women today are
more likely to work in the formal labor market than women in generations past,*
especially middle-class white women. Women of color, working-class women, and

immigrant women have always been more likely to work outside the home for pay
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because they and their families were more likely to rely upon their income.*

Work experience in the gender wage inequality model by Blau and Kahn measures
full-time attachment to the labor force, which women remain less likely to exhibit
compared to men because they are more likely to scale back work hours to part-
time or to take time out of the labor force—often to provide family care.*’ But work
experience can also include job tenure with a specific employer. Since the early
1980s, women’s job duration has increased by almost 30 percent, while men’s time
spent at one job has declined slightly, nearly eliminating gender differences in job
tenure.*> Women are not more likely than men to quit their jobs overall, but they
are more likely to quit for family reasons.* This means that men may be quitting to
receive additional education or training or to take another job—all of which should
boost their wages—while women are more likely to be leaving paid employment to
provide unpaid family care, which tends to result in longer breaks out of the labor

force that can have a detrimental effect on future earnings potential.

Even though more women work in the paid labor market today than in genera-
tions past, women on average still have less work experience and are more likely to
exit the labor force, even temporarily, compared to men. There are numerous rea-
sons why this is true, but one driving factor is that women are the family members
who provide the majority of unpaid care to children, the sick, the disabled, and
the aging. This effect can be seen acutely when comparing the wages of mothers to
those of women without children, although the impact is likely similar for women
workers with other types of caregiving responsibilities. Unmarried women with-
out children earn 96 percent of what married men without children earn, while

married women with a minor child at home earn only 76 percent.**

Family caregiving norms are changing, yet mothers still provide the majority of
family care. In married families where both parents are employed full time, moth-
ers work about an hour less per day than their husbands, yet spend more than an
hour and a half each day on unpaid care and travel related to their children.** And
although mothers are more likely than fathers to work fewer hours when employed,
the difference in mothers’ pay cannot be solely attributed to reduced labor produc-
tivity.** The average mother experiences a wage decline of approximately 4 percent
per child, but only about one-third of the difference is the result of decreased work
hours and/or taking time off from work after the arrival of a new child.”’

One study of women working on Wall Street found that mothers put in 92 percent
of the hours put in by men and earned 47 percent less money.* The supply-side
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explanation would be that men earn a premium for working longer hours, thus the
nonlinear relationship between hours and wages.* But that same study found that
fathers work only 90 percent as many hours as men without children, while taking
home 122 percent as much pay.”” An extensive body of research shows that many
women pay a penalty for motherhood (although the effects are not evenly felt
across all mothers), while fathers often experience wage premiums.*!

The federal Family and Medical Leave Act of 1993 provides unpaid leave to qualifying
workers,*? but there are no federal laws that guarantee workers the right to paid leave
or workplace flexibility when they need to care for themselves or a family member.>?
There is little indication that women are currently trading higher wages for bet-

ter access to paid leave and workplace flexibility,’* while research also shows that
women are penalized for taking advantage of family friendly work-life policies when
they are in place.” The impact of the absence of universal paid family leave on U.S.
gender wage inequality cannot be overstated. The United States is the only advanced
economy in the world without paid maternity leave, which is part of the reason why
women’s labor force participation in the United States has fallen relative to other

OECD countries, and which also contributes to gender wage inequality.

Although the average mother in the United States loses 4 percent in wages per
child, the effects differ by earnings, as does access to paid leave. Sociologist
Michelle Budig at the University of Massachusetts Amherst, finds that low-wage
workers (those in the bottom S percent of earnings) experience a motherhood
wage penalty of 6.8 percent per child, while mothers in the top 10 percent of
earnings actually experience an increase in wages.* Budig’s model is not able to
explain the reason, though notably only 4 percent of workers in the lowest 10 per-
cent of earnings for their occupation have access to paid family leave, compared to

26 percent of those in the highest 10 percent of earnings.’’

Access to paid leave makes mothers more likely to return to work after the birth of
a child,*® makes women return to work more quickly compared to mothers with-
out paid leave,* and makes them more likely to return to the same or higher wages
than they were earning before they gave birth.%” Data show similar patterns for
women who are caring for family members other than a newborn. Workers who
live with a child with health problems are 48 percent more likely than their peers
to have lost wages, and caregiving for an adult with health problems increases the
odds of lost wages by 29 percent. Access to paid leave to address family health
needs reduces the likelihood of lost wages by 30 percent.®'
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Reducing labor force participation reduces earnings, but scaling back or leaving
work to provide unpaid care might make short-term financial sense to families
when the cost of purchasing services from a professional caregiver such as a
childcare provider or a home health aide is viewed as too high. As previously
mentioned, women already experiencing lower wages results in lower opportunity
costs that may influence the decision for them to be the family member who stays
home. This in turn further lessens women’s work experience and leads to lower
future wages. But at the same time, the unpaid care these women provide for their
family members is valuable. Across genders, the unpaid care provided by family

members in 2013 had an estimated economic value of $470 billion.®

In addition to caring for children, the growing number of aging parents means that
more and more adult children need to care for them, which increases the demand
on working women to provide unpaid care whether in or out of the workforce.”
The lack of access to family friendly work-life policies such as paid leave in the
United States is partially responsible for the decrease in women’s labor force par-

ticipation relative to other OECD countries.

Policy recommendations and obstacles

Increasing access to policies that support workers with family care responsibilities
would help to bring women’s work experience closer in line with men’s.** Access
to paid leave is associated with increased labor force attachment and higher wages,
and would help significantly to reduce the differences in the labor force histories

of women and men.%

Although current federal policy does not provide paid leave, five states (California,
New Jersey, Rhode Island, New York, and Washington state) and the District of
Columbia have passed laws that create paid family leave programs for workers in
their states, although Washington state and Washington D.Cs programs are not
yet operational.® Research by economists Jean Kimmel of Western Michigan
University and Catalina Amuedo-Dorantes of San Diego State University on the
12 states that had FMLA-type laws in place before the federal FMLA law was
implemented found that eligibility for parental leave was associated with increase
in women’s earnings of approximately 7 percent on average and reduced moth-
erhood wage inequality by two-thirds.” More recent research on the impact of
California’s paid family leave program finds that the program resulted in a 10
percent to 17 percent increase in the work hours of mothers with a child between

the ages of 1 to 3, and that their wages may have increased by a similar amount.®®
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Similarly, a study on the impact of New Jersey’s paid family leave program con-

ducted by Maria Tito, an economist with the Board of Governors of the Federal
Reserve System, found that gender wage differences are lower in counties where
more businesses are covered by the family leave law, likely because it reduces the

amount of time women spend out of the labor force.”’

Gender neutral policies such as those in place in a handful of states not only help
women but also reduce some of the stigma and personal costs to taking leave,
particularly since data shows that men have increased their parental leave-taking
behaviors after the introduction of paid leave by these states.” The implementa-
tion of a national paid family leave and medical program such as the FAMILY Act,
which has been introduced in Congress by Sen. Kirsten Gillibrand (D-NY) and
Rep. Rosa DeLauro (D-CT), would create a national, gender-neutral social insur-
ance program providing for the replacement of two-thirds of parents’ wages for
up to 12 weeks of paid leave for the same qualifying conditions as the Family and
Medical Leave Act. Prior research estimates that the creation of a paid family and
medical leave program would result in a 7 percent wage increase for women and

thus a 7 percent decrease in gender wage inequality.”’

The Trump administration has proposed a plan to create a federal paid parental
leave program, administered through states’ unemployment insurance systems,
which would provide parents with up to 6 weeks of paid leave.’* This plan is not
only limited in scope, providing paid leave only after the arrival of a new child
while ignoring other family caregiving needs, but also administratively untenable
and underfunded.” Conservatives have also advanced a proposal for paid parental
leave that would be funded by requiring leave-takers to borrow against their future
Social Security retirement income.” This plan has many of the same pitfalls as the
Trump administration’s proposal, including a limited scope and little attention

to administrative overhead and feasibility. Republicans in Congress included in
the fiscal year 2018 budget a tax credit to businesses that voluntarily choose to
provide paid family and medical leave.” Evidence suggests that this policy would
not change employer behavior, and the proposal is unlikely to have a significant

impact on workers’ access to paid leave—and thus on gender wage inequality.”

Children, of course, require caregiving far beyond the first few months of their
lives, and paid family leave is not the only policy needed to ensure that mothers
are able to enter and remain in the paid labor force. Public investments in early
childhood education and care also are needed to help offset the high costs of
paid childcare that often lead to women scaling back or leaving the labor force to

provide that care themselves. Recent research on the impact of rising childcare
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costs on women’s labor force participation by So Kubota, a doctoral candidate
in economics at Princeton University, finds that the 32 percent increase in costs
of childcare between 1990 and 2010 resulted in a 5 percent decrease in women’s

labor force participation.”’

The United States currently spends the least on early childhood care compared to
other OECD nations when expressed as a percentage of GDP—only 0.4 percent
in the United States, compared to a cross-country average of 0.8 percent.”® As a
result, out-of-pocket costs for childcare in the United States are the third-highest

among OECD countries.”

The Child Care for Working Families Act introduced in Congress by Sen. Patty
Murray (D-WA) and Rep. Bobby Scott (D-VA), would guarantee childcare assis-
tance to families earning up to 150 percent of their state’s median income, limit
families’ childcare payments to 7 percent of their income in connection with the
U.S. Department of Health and Human Services’ definition of affordable child-
care, improve childcare quality, and ensure better wages for childcare providers,
most of whom are women.* If fully enacted, the bill is estimated to result in 2.3
million new jobs and increase the wages of childcare providers by 26 percent.®!
Although the direct impact on gender wage inequality has not been calculated, the

employment and wage benefits would largely accrue to women.

Other family friendly work-life policies such as greater access to workplace flex-
ibility and part-time parity would also help to increase labor force participation
rates of (predominantly women) working caregivers, although a precise estimate
on how these policies would reduce wage inequality are harder to quantify. But
without a doubt, workplace flexibility, including the ability for workers to influ-
ence the days, hours, or locations where they complete their work, can help those

with caregiving responsibilities manage their dual roles as caregivers and workers.

Alas, access to these types of workplace flexibility is rare for most workers, with
only 39.3 percent of employees reporting access to flexible days, 48.7 percent with
flexible hours, and 22.1 percent with flexible work locations.*> When comparing
otherwise identical workers, parental status and eldercare responsibilities do not
significantly increase the likelihood of access to workplace flexibility, and where
there is an impact, it is negative, undercutting the idea that workers who need these
policies will self-select into jobs where they are available.* Right-to-request laws
such as those in place in Vermont, San Francisco and Berkeley, California, and New
York City allow workers to request flexibility from their employers while protecting

them from retaliation or discrimination.* Federal proposals such as the Schedules
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That Work Act, introduced in Congress by Sen. Elizabeth Warren (D-MA) and Rep.
Rosa DeLauro (D-CT), would extend these protections nationally.*

Republicans in Congress have responded to this issue with their own legisla-

tion, the Workflex in the 21st Century Act, introduced in the House by Rep. Mimi
Rogers (R-CA).* The bill would pre-empt state and local laws pertaining to paid
leave and work schedules, allowing employers to create their own policies that
they controlled instead. It would also change the way overtime pay is determined
by allowing employers to avoid paying overtime as long as nonexempt employees
did not work more than 80 hours in a two-week period, upending the 40 hour per
week limit in place under the Fair Labor Standards Act. Rather than helping work-
ers, this bill would allow employers to control who has access to paid leave and
workplace flexibility and under what circumstances, in addition to undermining

state and local laws that have already been signed into law.

The majority of the data presented in this report reflects only full-time workers,
who have been the focus of most of the academic research. Yet part-time work is
more common among women than men. Nearly a quarter of employed women
work part-time (24.4 percent, compared to 12.1 percent of men), and women
make up the majority of part-time workers (64.1 percent).*” The lack of parity
between full- and part-time workers, wherein part-time workers often receive
lower hourly wages and fewer, if any, benefits, means that part-time employ-

ees often experience disproportionately lower earnings and benefits.* Federal
legislation that would require pay parity for workers in part-time jobs, health care
reforms that would lower the threshold of hours required by workers to be eligible
for employer-sponsored health care, and changes to the national unemployment
insurance system to lower requirements for hours worked to include part-time
employment all would help to ensure that workers who are engaged in part-time

work are not unduly excluded from wage and labor protections.*

Industry and occupation

Fully half of the gender wage inequality (50.5 percent) in Blau and Kahn's model can
be explained due to differences in the industries (17.6 percent) and occupations (32.9
percent) in which women and men are employed. This accounts for an estimated
$140.7 billion in wage differences caused by differences in industry and an additional

$262.9 billion in wage differences caused by gender differences in occupation.

Gender segregation by industry is an understudied topic that is deserving of

greater attention.”” Unfortunately, very little research has been conducted on
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industrial segregation, especially in comparison with occupational segregation,
which is well-studied.

Traditionally, women are underrepresented in goods-producing industries and
overrepresented in service-providing industries.”’ Education and health services is
by far the most common industry for women, where they comprise three-quarters
(74.5 percent) of all workers, as of 2017.°> Women are particularly underrepre-
sented in industries that pay relatively higher wages to workers while requiring
lower levels of formal education such as manufacturing (29.5 percent women)
and construction (9.1 percent).”? Occupations have become significantly more
integrated since the 1970s, but progress has stalled since 1996 through 2011, the
most recent year for which complete data are available.”

Wages tend to be lower in occupations that are women-dominated, and this is
true both among professional occupations and lower-skilled work.” There is also
evidence that there is a causal mechanism at play—it is not simply that women
gravitate for whatever reason toward lower-paid work, but also that an influx of
women into an occupation lowers wages, while men who work in women-domi-

nated occupations experience wage premiums.”

‘Women have made inroads into traditionally men-dominated industries, with
women who have higher levels of formal education finding it easier to break though.
Highly educated women have made significant progress between 1972 and 2012
moving into managerial and professional occupations that were previously domi-
nated by men.?” Although women in the United States are less likely to be in the
labor force than women in many other OECD countries, they are more likely to be
in managerial jobs as of 2013, the latest year for which data are available.”® White
women in particular have disproportionately reaped the benefits of declines in occu-

pational segregation, while women of color have seen less mobility.”’

Indeed, occupational changes among black women over time have not had the
same positive effect on wages. There is a broader distribution of black women
across occupations today than in the past, but this has not translated into corre-
sponding decreases in poverty rates among black women. In 1960, roughly 12 per-
cent of black women clerical workers had wages that placed them at or below the
poverty line; by 2008, the latest year for which data are available, black women’s
rates of employment in clerical work had increased, but the rate of those earning

poverty-level wages had also increased to 16 percent.'”’
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Differences between occupations is the single largest explanatory factor behind
gender wage inequality, and differences in wages within occupations exist as
well. In 2016, out of the 120 occupations with data on earnings by gender, 107
had lower median weekly wages for full-time working women when compared

to men.'”!

And even within the same occupational categories there are gendered
differences by firm, and firms that employ higher proportions of women pay lower

wages relative to more men-dominated firms.'%?

Women also tend to be clustered at the lower end of the wage hierarchy within
occupational groups. Women in 2017 made up nearly half of all workers in
management, business, and financial operations occupations (44 percent), for
example, but they were only about a third of all chief executives (28 percent) and
general and operations managers (34.1 percent).'” Women also make up more
than half of the legal occupations (52.8 percent), but only about a third of lawyers
(37.4 percent) are women, which represents a significantly higher paying position.
Women are, conversely, overrepresented as paralegals, legal assistants, and other

legal support occupations.'™

The effects of industry and occupation (and also unionization) on gender wage
inequality are larger for workers at the bottom of the income spectrum compared
to workers in the top 90th percentile of earnings, while differences between work-
ers in the same industries and occupations (and also union status) have a larger
effect on wage differences for those at the top of the wage distribution.'” Some

of this different distribution of effects across the income spectrum may be due
occupational classifications no longer providing the same insights into job char-
acteristics, including pay, than they have historically.'® Economists Enghin Atalay
and Phai Phongthiengtham at the University of Wisconsin-Madison, Sebastian
Sotelo at the University of Michigan, and Daniel Tannenbaum at the University of
Nebraska find that tasks, skill requirements, and other job characteristics within
the same occupations changed between 1960 and 2000, and that these within-
occupation changes explain a significant portion of labor income inequality.'”’
While their paper is not focused on gender wage inequality, this research indicates
that addressing differences in skills, including how different skills are valued, and
tasks required of workers may provide additional insights beyond those provided

by analyzing occupations.

Policy recommendations and obstacles
Policies can help to reduce barriers for women who are interested in entering into

occupations that are dominated by men. Careers in science, technology, engineer-
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ing, and math—the so-called STEM occupations—can offer one valuable entry-
point for women workers, as these are high-growth, high-paying fields. In addition
to encouraging and supporting STEM education among women, policies could be
advanced that would help to keep women from leaving the field once they enter it.
Women in these fields are more than twice as likely as professional women overall
to leave their jobs, with half of women leaving in the first 12 years, the majority of
whom leave in the first S years, according to a 2013 study.'”® Many women move
into other types of jobs rather than leaving the labor force entirely, and having an
advanced degree makes them more likely to leave STEM jobs. Getting married
and having children also has a much stronger impact on women in these occupa-
tions, who leave their jobs more often compared to other professional women.'”
Taken as a whole, these findings indicate that there is something about the field

that is driving them out.

Two examples of policies that attempt to combat this trend and are worthy of
greater investment and expansion are the National Institute of Health’s family
friendly initiatives and the National Science Foundation’s ADVANCE grant-
making program. The NSF provides competitive grants to nonprofit two-year and

four-year academic institutions to:

* Develop new strategies to produce institutional change that will

promote gender equity
* Adapt and implement these evidence-based organizational change strategies

* Partner with other academic institutions or STEM organizations to

increase gender equity'"

The National Institute of Health has instituted a suite of policies that are intended
to foster a more family friendly environment, which has a disproportionate benefit

for women. These include:
* Providing paid family leave to trainees and fellows
* Altering the grant-application process to include explanations of how personal

circumstances including family responsibilities have impacted applicants’

careers or productivity
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* Requiring applicants for conference grant support to include a plan to identify

childcare at the conference site!!!

The Trump administration has proposed cutting the National Science
Foundation’s budget by 30 percent in 2019 relative to 2017."% At this time, it is
unclear to what extent decreased funding will impact the NSF’s goals to promote
greater diversity in STEM fields. The administration’s budget proposal would also
cut funding for the National Institutes of Health by 27 percent.'"* At the time of
this report, it is difficult to project what program cuts may be necessary and how

programs and initiatives may be impacted.

Greater investments in the registered apprenticeship system, which has existed
in the United States since 1937, also could help to reduce gender segregation
and encourage women'’s participation in nontraditional sectors.''* High-quality
apprenticeship programs provide a combination of technical or academic class-
room training and on-the-job training, all of which is paid with progressively
increasing wages. Apprenticeships help to prepare workers with necessary job-
related skills and help employers to meet their workforce needs. Apprenticeships
are also associated with higher wages for workers. The U.S. Department of Labor
estimates the average starting salary of “fully proficient” workers who complete
an apprenticeship to be $50,000 per year,'"” higher than the median income for all
full-time, year-round working women of $43,199 in 2016."'¢

Large gender inequities exist within current apprenticeship programs. Women

are only a small minority of current apprentices, and they tend to be overrepre-
sented in programs with lower wages.""” Expanding apprenticeship opportuni-

ties for women could help to boost their wages and further narrow gender wage
inequality. Developing more pre-apprenticeship programs, ensuring that programs
prioritize diversity, and better enforcement of Equal Opportunity Employment
regulations that require affirmative action and prohibit discrimination in appren-
ticeship programs would all help to ensure that women (and men of color) are

able to reap the benefits of apprenticing.'®

The Women in Apprenticeship and Nontraditional Occupations, or WANTO,
grant program provides funds explicitly aimed at diversifying the gender makeup
of apprenticeship programs. In 2016, the U.S. Department of Labor announced
an investment of $1.9 million in competitive grants to “recruit, train and retain
women in high-skill occupations, such as advanced manufacturing, transporta-

tion, energy, construction and information technology”'"? The grant period is still
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underway, and the results and analyses of these investments are not yet known,
but they will provide valuable evidence-driven insights into how apprenticeships
can help decrease industry and occupational segregation by increasing the number

of women in nontraditional careers, thereby narrowing gender wage inequality.

But since President Trump took office, the Department of Labor has canceled
multiple contracts intended to promote diversity in apprenticeships, and while
intermediary contracts have since been reinstated, there has been little stated com-
mitment to continuing these congressionally approved funds.'?® The administra-
tion’s 2018 budget would eliminate all WANTO grant program funding, claiming
that its goals would be met under other initiatives.'?! The 2019 budget repeated
this elimination. President Trump pledged in 2017 to create S million new
apprenticeships over five years and signed an executive order to expand appren-
ticeship programs.'** Yet efforts from the administration have focused on creating
“industry-recognized” apprenticeships, which would undermine the registered
apprenticeship system and likely result in lower-quality apprenticeship programs
with less federal oversight.'* WANTO grant funding should be maintained, and
any new or existing apprenticeship programs should include the goals of promot-

ing greater gender, racial, and ethnic diversity in apprenticeships.

Women need to have greater access to higher-paying jobs in traditionally men-
dominated industries, while at the same time women need higher wages in the
industries and occupations where they are currently employed. Not every worker
can (or should) be in a STEM or professional career, and it is vital to ensure that
all workers are fairly compensated for their work at all levels. As detailed above,
raising the minimum wage would have a disproportionately beneficial effect on
women and would help to reduce gender wage inequality. And better access to
work-family policies such as paid leave and workplace flexibility would also help

women maintain continuous employment and advance within their jobs.

Similarly, full implementation of the Obama-era overtime expansion rule, which
would raise the minimum salary for exempt workers to $47,476, would have a
beneficial impact on wage differences, since the majority of workers who would be
affected are women.'** A quarter of all mothers and nearly a third of all single moth-

ers would be positively impacted by the implementation of the overtime rule.'®

Again, however, implementation has been halted by conservatives. The ruling was
challenged in courts by 21 states and more than SS business groups, led by the
U.S. Chamber of Commerce, which filed lawsuits claiming that the Department
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of Labor had overstepped its authority.'* The U.S. District Court ruled in the
challengers’ favor, and while the Department of Justice initially appealed the
ruling, the appeal is currently on hold while the Department of Labor undergoes
additional rulemaking to determine a new salary threshold for overtime eligibil-
ity.'”” Although Labor Secretary R. Alexander Acosta has testified that he believes
the salary threshold is currently too low, there has been no clear indication to date

how the current administration plans to address the issue.'?

While most states adhere to the national standards set by the Department of Labor,
some have raised their salary thresholds for overtime. In California, for example, the
threshold is currently set at $45,760 for salaried workers and is tied to the minimum
wage, so the two automatically increase in tandem.'** In the absence of meaningful

movement at the federal level, other states should explore similar options.
Unionization

As overall unionization rates have fallen over the past five decades,'*’ the differ-
ence in union representation between genders has diminished."*! While men
remain slightly more likely than women to be union members (11.2 percent ver-
sus 10.2 percent),'* the ability of unions to raise wage floors and promote more
equitable earnings has helped to diminish gender wage inequality by 1.3 percent,
representing an estimated $10.4 billion in increased earnings for women in 2016
based on the Blau and Kahn model. Being a member of a union raises wages in
general for all workers and narrows income differences between women and men,

as well as between whites and people of color.'*

Unionization has been particularly beneficial to all women and to men of color.
This is both because collective bargaining agreements tend raise wages for covered
workers, and because they tend to create standard wage policies that reduce

the potential for wage discrimination between workers in the same (or similar)
jobs.!** Women in 2016 who were covered by union contracts with their employ-
ers had wages that were 9.2 percent higher than those of comparable nonunion
women, and workers of color also experienced wage boosts through unioniza-
tion."? The benefits are even larger for women in service occupations, where
unionization is associated with women workers earning 87 percent more in total

compensation compared to nonunion women workers.'*°

These wage gains are complemented by other benefits that lower gender wage
inequality. Union members have greater access to paid sick days, employer-provided

health insurance, and greater control over and advance notice of their work sched-
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ules, all of which help workers maintain employment and labor force attachment.'’

Unions can have an impact on wages even for workers who are not members of their
collective bargaining units by changing norms around rates of pay, and encouraging
nonunion employers to increase wages to compete for workers. Employers some-

times also raise wages to prevent union organizing among their employees.'**

Still, the effects of unionization are not felt equally by all women workers. Union
women working within women-dominated establishments in women-dominated
subsectors of the manufacturing industry do not receive as much of a wage benefit
compared to women in subsectors with a greater gender balance.'* And overall,
the decline in unionization rates across all U.S. workers since the end of the 1970s
explains one-fifth of the growth in income inequality experienced by women
between 1973 to 2007, as well as one-third for men.'*’ Since then, rates of union-

ization have continued to decline.

The narrowing of unionization rates between men and women means that the role
of union status in explaining wage inequality has also diminished, but because
this trend is coupled with overall lower rates of union membership, workers of all
genders are less likely to experience the wage benefits associated with collective
bargaining units. Part of the reason unionization rates have declined over time is
due to state-level attacks on public-sector bargaining rights through the expansion
of Right to Work laws.'*! Research conducted by researchers at the University of
Illinois, Urbana-Champaign found that Right to Work laws in Indiana, Michigan,
and Wisconsin resulted in a 2.1 percent decrease in the unionization rate and

lowered real hourly wages by 2.6 percent on average.'*

Policy recommendations and obstacles

While unions have helped to reduce wage inequality, there is room for an even
greater reduction based on both higher rates of unionization and a potential focus
within collective bargaining agreements on gender equity. Strengthening the
rights of workers to collectively bargain would raise wages while helping to further
reduce gender wage differences, and far more can be done to ensure that work-
ers are able to exercise their right to form unions. Although the National Labor
Relations Act has made it illegal for private-sector employers to fire or otherwise
punish workers who are involved in union-organizing since its passage in 1935,
the penalties for doing so are minimal.'* Employers in violation of the law may
be required to reinstate workers, provide back pay, or rerun a union election, but
there are few additional legal consequences and no compensation for damages.'**

Comprehensive labor-law reform legislation should create meaningful penalties
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for employers who violate the NLRA so that there is a greater disincentive for

bad employer behavior. The Workplace Action for a Growing Economy (WAGE)
Act—introduced in Congress by Sen. Patty Murray (D-WA) and Rep. Bobby Scott
(D-VA)—would create new protections for workers attempting to unionize and
would impose stricter penalties on employers who violate the law.'** This could
also include making the right to join a union an individual right, which would
allow workers who are not covered under the NLRA (a group which includes
independent contractors)'*° the private right to sue if they experience discrimina-

tion while attempting to organize a union.'’

Ensuring that independent contractors have opportunities to collectively bar-
gain is of increasing importance as the “gig” economy continues to grow.'** The
U.S. Bureau of Labor Statistics collected data on contingent and alternative
work arrangements in 2016, although a report of the findings has not yet been
released.'”’ Research conducted by The McKinsey Global Institute estimates
that there are between 54 million to 68 million people who work in the freelance
economy, but because they are currently classified as independent contractors,
they are not covered by the protections of the NLRA, along with a host of other

labor laws such as the minimum wage.'*

The Trump administration has weakened the rights of workers to collectively
organize by appointing two new anti-union members to the National Labor
Relations Board, the government entity tasked with overseeing employee’s rights
to unionize. The NLRB has already overturned many of the decisions issued under
the Obama administration that would have made it easier for employees to form
unions."! The board also started the process to roll back rules that would mod-
ernize union elections, and the Trump administration filed an amicus brief that
encourages the Supreme Court to rule that private-sector unions cannot require
fair share fees from the workers that they represent.'*? This would have a dispro-
portionately negative impact on black women, who are especially likely to work in
public-sector jobs.'>* The board’s general counsel, a Trump appointee, has also put
forth a proposal to reorganize regional offices, which would result in a structure

that was friendlier toward business interests at the expense of workers.'3*

But some states and cities are stepping up where they can. The New York

state Department of Labor, for instance, ruled in 2016 that drivers for Uber
Technologies, Inc. and Lyft, Inc. are employees, not independent contractors, and
thus are eligible for certain worker protections."* New York City’s Fair Workweek
and Fast Food Deductions laws include a variety of reforms to local labor laws,

and also would require companies to honor worker requests to deduct voluntary
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payments to a 501c(3) that would advocate on their behalf. This law, however, has
been stayed pending a constitutional challenge by the Restaurant Law Center and

the National Restaurant Association.'s

In December 2015, Seattle’s city council passed an ordinance to allow drivers

for Uber and Lyft to unionize,'s’

although it has been legally challenged by the
Chamber of Commerce, and the case is now under appeal after initially being dis-
missed.'*® The legal outcome of Seattle’s approach remains uncertain at the time of
this report, but these actions indicate an appetite for developing creative solutions
to rethink the future of collective bargaining in the gig economy at the local level.
The Seattle Domestic Workers Alliance is also advocating for a Domestic Workers
Bill of Rights that would create a city commission comprising workers and

employers to monitor wages, benefits, and working conditions.'*
Education

Education is one of the factors that has helped to narrow wage differences
between women and men, albeit not enough to eliminate them entirely. Women
have been outpacing men in educational attainment since the 1980s, with women
now attending college at higher rates than men and earning the majority of
bachelor’s, master’s, and doctorate degrees.'®” Women’s increased educational
attainment has helped reduce gender pay inequality by 5.9%, representing a $47.2
billion increase in earnings for women in 2016 based on Blau and Kahn’s model.
This trend has been driven by a variety of factors, including legislative changes,

among them:

* Implementation in 1972 of Title IX of the Education Amendments in
the U.S. Code of Laws, which prohibits sex discrimination in federally funded

education programs'®’

* Changes in cultural norms regarding higher educational achievement expecta-

tions among women

* Delays in the timing of marriage, providing women with more time to go to col-

lege or gain work experience

* Access to birth control, which gives women greater control over whether and

when to have children'®
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Each of these factors (and myriad other changes'®’ in the economy and society) are
interrelated, but the overall impact has been an increase in women’s formal educa-
tional attainment, indicating that simply advocating for more women to receive post-

secondary education is not the ultimate answer to eradicating gender wage inequality.

This is not to say that additional educational opportunities are not part of the
solution to women’s lower wages. Women may be outpacing men in educational
attainment, yet on average they choose different fields of study, which often pay
lower wages. Women are significantly more likely to major in education, social
sciences, and the humanities, while men are more likely than women to major in
engineering and computer and information sciences.'** University of Maryland
economist Lisa Dickson finds that even when controlling for SAT scores, high
school rankings, and differences in schools, equally qualified women are less likely
to start college declaring a major in engineering or computer science, and if they
do, they are significantly more likely to change their major away from these fields

during their college years.'®

Research conducted by Basit Zafar at the Federal Reserve Bank of New York finds
that most of the differences in the choice of college majors between women and
men were not made because of differences in beliefs about ability or potential
future earnings, but rather by how much students thought they would enjoy the
coursework or working in a job in that field—factors that are highly likely to be
influenced by gender norms and socialization.'®® And even when receiving the
same education in the same major, women and men often make different choices
about what types of jobs to take. Research on women with MBAs, for example,
finds that women pay a wage penalty for exhibiting higher ethical standards in

their career choices and choosing jobs that contribute back to society.'"’

Despite women'’s overall increased educational attainment at all levels, signifi-
cant barriers to higher education still exist. Students from low-income families,
regardless of their aptitude and test scores, are significantly less likely to complete
college, and their rates of college attendance are dropping.'®® The percentage of
low-income students enrolling in higher education immediately after high school
graduation has declined by 10 percentage points since 2008, although it is difficult
to pinpoint the exact drivers behind the decline.'® Women from low-income
families are more likely than their male peers to have completed college, but they
still lag far behind all students from wealthier families. When comparing women
who were high school sophomores in 2002, women whose families were in the

highest quartile of socioeconomic status were four times more likely to have
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completed a bachelor’s degree by 2013 compared to women in the lowest quartile

(70.3 percent versus 17.6 percent).'”

Among nontraditional undergraduates—a group which includes older students,
married students, and students with children—men and women are equally likely
to have delayed entry to school and to work full time or part time while attending
college, but women are significantly more likely to be caring for dependents while
attending school, whether single or married.'”" The majority of undergraduate
student parents are women (71 percent) and nearly half are single mothers (42.5
percent).'”? Similarly, undergraduate students with children are more likely to be
low-income, are more likely to be people of color, and have higher levels of debt
after graduation.'” They are also less likely to complete their programs within six
years of enrollment, leading to an outcome where many student parents are left

with student loan debt but no degree.'™

Policy recommendations and obstacles

Even though women overall have overtaken men in educational attainment, there
are policies that could help underrepresented groups of women (and men) com-
plete college. Any policies that help make higher education more affordable will
show a distinct benefit for students from low-income families, which currently
struggle to pay for postsecondary education. Expanding Pell grants, which, unlike
loans, do not have to be repaid, is one option. Increasing the maximum grant

amount would be one way to help.

The Trump administration’s fiscal year 2019 proposed budget does not increase the
maximum grant amount for the Pell Grant program, instead locking it at $5,920
without automatic adjustments for inflation. What's more, the Republican-led
House of Representatives passed the Promoting Real Opportunity, Success, and
Prosperity through Education Reform (PROSPER) Act out of committee in December
2017, although it has not yet come up for a floor vote and companion legislation has
not yet been introduced in the Senate.'”” Among other changes to higher educa-
tion, this bill would eliminate Federal Supplemental Educational Opportunity
Grants, which currently provides funds that do not need to be repaid to 1.6 million
low-income students. It would also eliminate subsidized Stafford loans, which do
not accrue interest while the borrower is still enrolled in school. And it would end
public-service loan forgiveness programs, which provide loan forgiveness to qualify-
ing workers after 10 years of payments while engaged in full-time public-service

work. The Administration’s proposed budget echoes this elimination.
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Additional steps could also be taken to help improve the odds of success for
student parents, most of whom are women. One option would be increasing
investments in on-campus childcare centers to remove at least one barrier student

parents face to completing their degrees.'”

At the state and local level, a number of states and municipalities are exploring
how to make attending community colleges free for students. Tennessee, Oregon,
Rhode Island, and San Francisco all allow qualifying residents to attend com-
munity college tuition-free.'”” And starting in the fall of 2017, qualifying students
from families making less than $125,000 per year are eligible for free tuition at all
City University of New York and State University of New York two- and four-year

colleges in New York state.'™

And although the rates of student parents are increasing at the same time that the
percentage of college campuses providing childcare centers is declining, there are
anumber of states that are making these investments to promote parents’ ability to
complete their degrees.'” In California, Hawaii, Idaho, Illinois, Nevada, New York,
Rhode Island, Utah, and Washington, at least 70 percent of all public two- and four-
year higher education institutions have campus childcare.'® The expansion of these
types of investments would help to ensure that student parents are able to be suc-

cessful, ensuring a better-educated workforce and boosting wages for these workers.

In addition to helping increase access to higher education, policies can also be
implemented that would help to increase the number of women pursuing degrees
in fields that have historically been dominated by men. Ensuring that women

are able to enter the STEM fields is especially important, as these are fields with
above-average wages and above-average job growth, and most of them require

at least a bachelor’s degree."' By 2022, the demand for workers in STEM fields

is projected to outpace the number of potential workers with STEM degrees by
roughly 1 million.'®? The National Academies of Sciences has released detailed
proposals on investing in Kindergarten through grade 12 mathematics and science
teachers and instruction that would help to ensure that students are prepared for

STEM majors in college.'®

Formally including an emphasis on gender would help strengthen these impacts
for women. Additional proposals have been put forward that would help support
women students in order to increase their odds of success in STEM majors and
reduce the number of students who show interest and aptitude but change majors
away from STEM fields. These include:
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* Improving freshman advising

* Increasing the number of women faculty members through developing diversity

programs

* Revising the faculty hiring search process to increase the recruitment of women

and people of color
* Establishing research-enabling grants for primary caregivers's

The Trump administration has indicated a commitment to STEM education,
signing a Presidential Memorandum in 2017 that will provide $200 million per
year in grant funds dedicated to expanding access to STEM and computer science
education for Kindergarten through grade 12 students.'® This is not, however,
new funding but rather a redirection of existing grant money already held by the
U.S. Department of Education. Although the memorandum explicitly mentions
gender differences in computer science classes, it is unclear to what extent the

grants would focus on girls.

A number of bills have been introduced in Congress to encourage greater participa-
tion of women and other underrepresented groups in STEM fields. The Inspiring the
Next Space Pioneers, Innovators, Researchers, and Explorers (INSPIRE) Women Act,
which was passed into law in February 2017, directs NASA to develop strategies to
encourage women and girls to study STEM fields and pursue careers in aerospace.'®
The Women and Minorities in STEM Booster Act of 2017, introduced by Sen. Mazie
Hirono (D-HI) and Rep. Carolyn Maloney (D-NY), would require the National
Science Foundation to award competitive grants aimed at increasing the representa-
tion of women and other underrepresented minorities in STEM fields.'®” The cov-
ered grant activities would include outreach, mentoring, and internship programs.
The Code Like a Girl Act, introduced by Sen. Catherine Cortez Mastro (D-NV) and
Rep. Jackie Rosen (D-NV), would direct the National Science Foundation to award
competitive grants to fund research on factors that influence willingness of girls

under the age of 11 to participate in STEM activities.'®*
Race
Race “explains” 4.3 percent of gender wage inequality, according to the model

developed by Blau and Kahn, amounting to $34.4 billion in wage differences.

Although Blau and Kahn control for race in their model, the reasons for racial and
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ethnic differences are not explored in detail in their original analysis. Race is not
so much an explanatory factor, but rather a key consideration for understanding
that wage inequalities are complicated and often exacerbated by the intersection
of gender and race, such that the causes of pay inequality for women of color

may vary in type and degree as compared to white women. Wage data show that
women of different racial and ethnic backgrounds have dramatically different
earnings when compared to each other, to men of their same racial or ethnic back-
ground, or to white men. Furthermore, these statistics further vary depending on

which wage data are used to make the comparisons. (See Table 4.)
TABLE 4
U.S. gender wage inequality measured by race and ethnicity

U.S. wage inequality calculations by gender, race, and ethnicity, using hourly, weekly,
and annual wage data, 2015

Hourly wages Weekly wages Annual wages
Comparedto Compared to same Compared to Comparedtosame Comparedto Compared tosame
white men race/ethnicity ite men race/ethnicity white men race/ethnicity
White women 81.0% 81.0% 80.8% 80.8% 75.3% 75.3%
Black women 61.9% 86.7% 66.8% 90.4% 63.3% 88.1%
Latinas 571% 85.7% 61.5% 89.7% 544% 87.2%
Asian women 85.7% 75.0% 95.3% 77.7% 84.5% 78.3%

Sources: U.S. Bureau of Labor Statistics, Highlights of women’s earnings in 2015 (Department of Labor, 2017),

available at https:/www.bls.gov/opub/reports/womens-earnings/2015/home.htm; Ariane Hegewisch and Asha

DuMonthier, “The Gender Wage Gap: 2015 Annual Earnings Differences by Gender, Race, and Ethnicity” (Washington:

Institute for Women'’s Policy Research, 2016), available at https:/iwpr.org/wp-content/uploads/wpallimport/
files/iwpr-export/publications/C446.pdf; Eileen Patten, “Racial, gender wage gaps persist in U.S. despite some E ultabl e
progress” (Washington: Pew Research Group, 2016) available at http:/www.pewresearch.org/fact-tank/2016/07/ ” q h
01/racial-gender-wage-gaps-persist-in-u-s-despite-some-progress/. M GrOWt

Bundling all women together into one allegedly homogeneous group overlooks
key differences, as does the decision to compare women of particular racial or
ethnic groups only to white men or only to men of their same race or ethnicity.
Women of color and white women experience pay differences with men regardless
of the group to which they are compared, while black men and Latinos experience
pay differences when compared to white and Asian men. This indicates there are

complex factors at play, and that racial wage inequality is not limited to women.

Racial wage inequality compounds the effects of gender wage inequality, and as
the Blau and Kahn model shows, the effect of race persists even when controlling
for other worker characteristics such as education, work experience, and occupa-
tion. Additional research on wage inequality between black and white workers
mirrors these results. Black-white wage differences have grown since 1979, and

while they temporarily narrowed during the tight labor market in the late 1990s,
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they have increased since 2000.'® As of 2015, when controlling for education,
experience, metro status, and region of residence, black men earn 22 percent less
than white men, while black women earn 34.2 percent less than white men and
11.7 percent less than white women.'”® Wage inequality for women of color has
narrowed slightly over time, and between 1980 and 2015, wage differences when
compared with white men have declined 9 percent for black women and S percent

for Hispanic women.'”!

Part of this is likely due to women’s increased educational attainment, which
spanned all racial and ethnic groups. Between 1993 and 2016, the percentage

of black women ages 25 to 29 who had completed at least four years of college
nearly doubled (from 13.8 percent to 25 percent), and more than tripled for
Hispanic women (from 9.8 percent to 30.8 percent).'”> Over the past 35 years,
however, wage inequality between white men and black and Hispanic men has
not improved, in spite of the fact that black and Hispanic men have also dramati-
cally increased their educational attainment."” Black and Hispanic men do have
lower rates of educational attainment relative to white men, but black men who
are recent college graduates start out their careers earning less than white college
graduates, and these differences have also grown over time. In 1980, black men
with a bachelor’s degree earned 8.8 percent less than white college-educated men,
but by 2014, the differences had more than doubled to 18 percent.'**

Policy recommendations and obstacles

Unemployment rates for black and Hispanic workers are significantly higher than
for white workers regardless of educational attainment.'”> Underemployment
rates, which include those who are unemployed and actively looking for work,
people working part time for economic reasons, and people who are marginally
attached to the labor force, show even larger differences, particularly for black
workers.'” People of color experience significant employment discrimination,'”’
with multiple studies finding that white men who have recently been released
from prison—a group which experiences significant employment discrimina-
tion—have better job prospects than black and Hispanic men with no criminal
record.'”® Some of the differences in wages between whites, blacks, and Hispanics
are due to differences in education and occupation, but these differences are also
the result of decades of discrimination. So, while policies aimed toward raising
wages and promoting educational attainment would undoubtedly help workers of

color, policy interventions to address racial discrimination are also necessary.

What we know and how we can fix it | www.equitablegrowth.org

43



Public policy solutions to address the legacy of institutional and interpersonal
racism in the United States are worthy of further discussion and analysis far
beyond the scope of this report. But one necessary piece of the puzzle is collecting
better data to understand the current landscape of the problems facing workers

of color in order to better address them. The Equal Employment Opportunity
Commission is charged with overseeing Title VII of the Civil Rights Act of 1964,
which prohibits employers discriminating in employment based on race, color,
religion, sex, and national origin.'”” Collecting firm-specific employment and pay
data by race and ethnicity is important to enforcing anti-discrimination laws, but

itis not currently collected by the agency.

In September 2016, the Equal Employment Opportunity Commission
announced that beginning in March 2018, it would collect summary pay data

and aggregate hours worked for full- and part-time workers by pay bands and by
gender, race, and ethnicity from employers with more than 100 employees.”* This
data was to be used to help improve the EEOC’s future investigations into gender,
racial, and ethnic pay discrimination. In August 2017, however, the Trump admin-
istration issued a stay on this effort before it ever began.*”! No further action from
the administration on the issue of data collection pertinent to racial and ethnic

employment discrimination has been made publicly available since that time.
Regions

Regional differences in pay are to be expected, since the cost of living varies across
states, and wages should, at least in theory, reflect the cost of living. In the absence of
inequality, those effects should be relatively evenly spread across men and women,
but the Blau and Kahn model finds that region does play a small part in gender wage
differences. Their modeling shows that region impacts women’s wages relative to
men by 0.3 percent, amounting to an estimated $2.4 billion in wage differences in
2016. Gender wage differences also vary state by state when comparing men and

women who are full-time, year-round workers. (See Figure 2.)
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FIGURE 2

Gender wage gaps by state, 2016
The national average of the difference between men and women’s wages is 20%. How
each state compares:

[DC. 14*

Source: National Women's Law Center, "The Wage Gap By State for Women Overall 2016" (2017), available at ' ' Equitable
https:/nwlc-ciw49tixgw5Ibab.stackpathdns.com/wp-content/uploads/2017/09/Wage-Gap-State-By-State-2017.pdf. "I GrOW’th

Policy recommendations and obstacles

The fact that region has a statistically significant relationship to gender wage
inequality illustrates why national laws are necessary to level the playing field

for all workers, regardless of where they live and work. With the exceptions of
Alabama and Mississippi, all other states have some form of equal pay laws in
place in addition to federal protections, although state laws’ depth and reach var-
ies.””? But equal pay laws are not the only form of labor standards and protections
that boost women’s wages. States with levels of gender wage inequality that were
smaller than the national average in 2016 were nearly twice as likely to have a state

minimum wage that was higher than the national minimum wage of $7.25.2%

One logical next step would be to raise the federal minimum wage, as women make
up the majority of minimum-wage earners.*** If the minimum wage were increased
to only $12 per hour, 30 percent of all working women would receive a raise.””
Recent research by economist Arindrajit Dube at the University of Massachusetts
Ambherst finds that raising the minimum wage to $12 would likely lead to a 2.45
percent reduction in the nonelderly poverty rate.® A 2014 study conducted by the
Obama administration found that raising the minimum wage to just $10.10 would
narrow gender wage inequality by roughly S percent, which would be equivalent to
an estimated $24 billion in wages based on the projections in this report.”’” This is
significantly lower than the $15 minimum wage included in the Raise the Wage Act
introduced in this Congress by Sen. Bernie Sanders (I-VT) and Rep. Bobby Scott
(D-VA), which would likely have an even larger impact.
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Federal legislation to raise the minimum wage is highly unlikely to become law in the
current Congress. The Trump administration has been silent on the issue, and while
campaigning then-candidate Trump gave conflicting statements, often conflating
state and federal minimum-wage rates.””® In the absence of federal legislation, states
and cities across the country are passing laws to increase their minimum wages. As of
January 1, 2018, 29 states and the District of Columbia had minimum wages higher
than the federal level ””” And at least 41 localities have set their minimum wage above
their state’s minimum.?'® These efforts not only lift wages for millions of workers, but

also have been shown to help reduce gender wage inequality.'!

What's left? Unexplained gender pay ineguality

Finally, a portion of gender pay inequality remains unexplained by the observ-
able data—38 percent, according to the model developed by Blau and Kahn as of
2010—with other research finding similar results.?'? The explanatory factors out-
lined above—work experience, industry and occupation, education, unionization,
race, and region—are mostly rooted in the argument that worker characteristics
explain gender wage inequality, and the modeling cited here confirms their signifi-
cant contribution to wage inequality between women and men. This is partially

a limitation of empirical methods in economics, as well as the ways in which this
limitation is reinforced by biases in economics against sociological and structural
explanations. Factors such as gender stereotyping and discrimination are far more
difficult to precisely model alongside more easily measurable factors such as years
of schooling or the occupation of a worker. But the challenge in measuring these

factors does not make them any less important.

Indeed, as Blau and Kahn note, “The unexplained [portion of the gender wage]
gap will also understate discrimination if some of the explanatory variables such
as experience, occupation, industry or union status have themselves been influ-
enced by discrimination—either directly through the discriminatory actions of
employers, coworkers or customers or indirectly through feedback effects.”"

The estimated total impact of these unexplained causes of gender wage inequality
resulted in $303.7 billion in wage differences between women and men in 2016.
As has been discussed throughout this report, there is significant reason to believe
that all of the other explanatory factors identified by Blau and Kahn are influenced
either directly or indirectly by discrimination and gender stereotyping. It is likely
then, that the unexplained portion of gender wage inequality is even higher than

they estimate in their model.
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Evidence suggests that outright discrimination is not the only factor influencing
the unexplained portion of wage inequality—some of that unexplained portion is
likely due to other factors, including the interplay of socially constructed gender
norms and economics. But it is not likely that wage differences are rooted in differ-
ences in the innate abilities of women and men. High school girls tend to out-
perform boys in most subjects, with particular advantages in verbal test scores.”*
Women and girls do tend to perform less well than men and boys on math
tests—and although the differences are small, there are more boys than girls with
extremely high math test scores.?’> Gendered differences in competitiveness may
distort these results and may bias test results.”’® Women and girls who are equally
talented students, for example, are less likely to pursue math intensive courses of
study, and, as previously mentioned, are more likely to change their college majors
away from these subjects. Research suggests that gender differences in competi-
tiveness are more likely to stem from socially constructed ideas of gender roles

rather than innate biological differences in male and female competitiveness.

For instance, one study of engineering students found that many women change
their majors not because they are less skilled, but because they are more likely

to negatively interpret their grades, have lower self-confidence, and experience a
lack of support from faculty and peers.?'’ Unfortunately, this means that women
who might be uniquely suited toward and talented at particular kinds of careers
may never pursue them.?'® If a young woman who is gifted at mathematics, for
example, is dissuaded from majoring in a STEM subject, she may limit her career

prospects and lose out on potential future earnings.”"’

Even if differences in underlying abilities do not differ significantly between genders,
there may still be underlying productivity differences. Women work fewer hours
than men, even when working full time, although much of this time difference seems
to be accounted for by women spending more time providing home and family care.
Research on men and women with MBAs finds that there are small differences in
the productivity characteristics of women and men (such as work hours), and that

women experience a disproportionate wage penalty as a result.”’

Studies of academics also find that in addition to married women and mothers
being less likely to be offered tenure-track positions, women spend more time on
teaching than research compared to men, and women publish fewer academic
articles than men—all of which are important to receiving tenure.”?! Yet research
focusing on academic economists suggests that men may be using their parental

leave to increase their productivity by publishing more, while women are less able
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to do so because they are more likely to be using their leave to recover from child-

birth and/or care for a new baby.?*?

Research on blue-collar workers finds a 2 percent difference in productivity
between men and women in the United States, yet productivity differences are
smaller for younger women and highest for women who are most likely to be
providing family care.”” On the whole, then, there is no evidence to suggest that
women are inherently less productive than men, which means productivity differ-
ences are likely strongly influenced by outside forces such as family responsibili-

ties rather than innate gender differences.

In addition to the finding that women are more likely to be employed in firms that
pay lower wages, it is also plausible that differences in negotiating skills may influ-
ence men and women’s different earnings. Adherence to traditional gender roles is
positively associated with wages for men, but negatively associated for women.?*
Women are, on average, found to be less likely to negotiate salaries compared to
men.””® Subsequent studies, however, find that while men are more likely to nego-
tiate in situations when there is no explicit mention that wages are negotiable, the

gender difference disappears when there is a mention of negotiability.**¢

Yet there also is evidence that when women do negotiate, their efforts are perceived
differently than when men negotiate. Under experimental conditions, women are
more likely than men to be penalized for negotiating compensation packages, and
men evaluators were more likely to penalize women than men after the negotiations
end.”?’ The same study found that women were less inclined to negotiate when a
man was evaluating, but that there was no difference in negotiating attempts with
women evaluators. This suggests that, at least in some cases, women may be less

likely to negotiate but also are less likely to be successful when doing so.

Although it is impossible to quantify exactly what causes the unexplained portion
of wage inequality, it is likely to be at least partially driven by discrimination.”®
Increases in gender wage differences over women’s lifetimes indicates that some of
this unexplained increase is due to changes in the work lives of women and men
over time—since women are more likely to have career interruptions, for example.
But some of it is probably due to the compounding effects of discrimination as
well. When bonuses and raises are calculated as a percentage of current wages,
women—who start out their careers earning less than men even when controlling
for education, college major, work hours, occupation, and other factors associated

with pay—experience widening inequality over time. *’ And although chang-
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ing firms is a significant way for workers to increase their earnings, earnings at a

worker’s previous place of employment often impact earnings at a future job.

Policy recommendations and obstacles

The Fair Pay Act was originally introduced in 1994 and has been reintroduced
over the years, including in the 115th Congress by Rep. Eleanor Holmes Norton
(D-DC).** This bill would address some of the lingering issues from the Equal
Pay Act of 1963, which explicitly prohibits sex discrimination. In response to nar-
row judicial interpretations of the term “equal work” as laid out in that original law,
the Fair Pay Act would expand the statute to cover “equivalent work” and would
turther clarify that any differentials in pay must be factors that are job-related or
have legitimate business interests.”' It would also protect workers who disclose
their pay at work and would increase the damages available to victims of gender-
based wage discrimination by allowing for compensatory and punitive damages

alongside lost wages.

The Paycheck Fairness Act, first introduced in 1997 and most recently in 2017 by
Sen. Patty Murray (D-WA) and Rep. Rosa DeLauro (D-CT), also would require
employers to prove that differences in pay were the result of business-related fac-
tors, would protect workers who disclose their pay to others at work, and would
allow for compensatory and punitive damages.”*? The proposed legislation also
includes authorization for the U.S. Department of Labor to create a grant program
to promotes negotiation skills-training programs for girls and women and would
establish greater data collection within the federal government on wage inequality,
including requiring employers to provide wage data disaggregated by gender to
the Equal Employment Opportunity Commission.

These would be welcome steps to help eliminate wage inequality, particularly from
a demand-side perspective, by helping to reduce discrimination. Yet the Fair Pay
Act and the Paycheck Fairness Act have not gained traction in Congress over the
past two decades—and the prospects for enactment are not promising in 2018
either. Republicans in Congress have their own solution to gender wage inequal-
ity, although the bill has a far shorter reach. The Workplace Advancement Act,
introduced by Sen. Deb Fischer (R-NE) and Rep. Stephen Knight (R-CA), would
amend the Fair Labor Standards Act to protect workers from retaliation if they dis-
cuss their wages with the intention of discovering unequal pay for equal work.”*
But the bill does nothing else to combat equal pay, and only protects salary discus-
sions if workers can prove they were doing so to determine whether they are being
paid equally for equal work. Even this very narrow bill shows no indications of

moving forward under the current Congress.
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Looking out past the current Congress and the Trump administration, the
Paycheck Fairness Act is simply one of many necessary steps toward combatting
gender pay inequality. Further action is needed because discrimination is not
likely to be the only cause of the unexplained portion of wage inequality. Because
past discrimination can continue to depress women’s wages as they advance in
their careers, policies to ban employers from asking about previous wages during
the job application process can help to mitigate the effects of past wage dispari-
ties. Already, Massachusetts, California, Oregon, Delaware, Puerto Rico, New
York, San Francisco, Pittsburgh, and New Orleans have all passed measures to ban
employers from asking about previous wages during the job application process,
and a federal policy such as the Paycheck Fairness Act that includes measures to
protect and encourage pay transparency would expand that protection to workers

in other cities and states.?**

While pay transparency is necessary to alert workers who are being discriminated
against that they are underpaid relative to their peers, research on its effects show
mixed results. There is some evidence that pay transparency can have positive
effects for workers including decreased inequality, while at the same time it can
also increase gender wage inequality if pay information is only shared through
word-of-mouth, as co-worker networks are often gender imbalanced.”* Further
research is needed to fully understand the impacts of pay transparency and the

most beneficial methods of achieving positive effects.

Gender wage inequality can be easy to overlook if it is not appropriately measured
and tracked. The United States lags behind many other advanced economies when
it comes to collecting data on gender and wages.**® Iceland has recently taken an
innovative stance by introducing legislation that would require employers to regu-
larly conduct audits to determine whether men and women are being paid equally
and would face fines if steps were not taken to ensure equal pay.”*” This is similar
to equal pay laws in Quebec, which require employers in the Canadian province
to internally audit their pay practices to ensure that compensation within firms is
equitable.”® Switzerland’s Federal Equal Pay Instrument has required employers
to reduce gendered wage differences using a wage regression formula that controls
for productivity, education, and job-related characteristics to help employers to
quantify unexplained wage inequality. Economist Giannina Vaccaro has studied
this policy and found that is has a significant impact on reducing the unexplained
portion of gender wage differences.”*” While similar legislation has not yet been
proposed in the U.S. context, these would be proactive ways of combatting gender

(and racial) wage inequality.

50 Washington Center for Equitable Growth | Gender wage inequality



It is imperative to ensure that enforcement agencies and researchers have access

to appropriate pay data to track wage inequality and ensure the efficacy of public
policies intended to help reduce it. Measuring the success of equal pay policies will
provide useful feedback as to what is (or is not) working, but this will only be pos-
sible through the collection of gender, race, ethnicity, and wage data. The Paycheck
Fairness Act, for example, would reauthorize the Bureau of Labor Statistics to collect
gender-based data through the Current Employment Statistics survey. It would

also require the Equal Employment Opportunity Commission to collect data from

employers on the wages, gender, race, and national origin of their employees.

Ensuring that enforcement agencies at the federal level and, if necessary, at the
state and local level have ready access to wage data is fundamental to their abil-

ity to ensure compliance with anti-discrimination laws. Requiring employers to
submit data on their employees may serve to narrow wage inequality in a proactive

function, similar to the program in Quebec and the one proposed in Iceland.

The current administration has been largely silent regarding gender wage inequal-
ity, and its only action on the issue has been to block the collection of additional
pay data by the Equal Employment Opportunity Commission. In 2017, House
Republicans voted against an amendment that would have ensured additional
funding for the EEOC to collect pertinent data to help the commission identify
and address wage discrimination.”*” Short of the passage of legislation explicitly
requiring additional data collection, it is unlikely that the agency will be able to
collect the information necessary to better enforce the equal pay laws already in

effect in this political climate.

All but two states have equal pay laws on the books, although not all go much
further than what is required under current federal law.**' Among other protec-
tions, as of 2017, 18 states have laws to protect workers who disclose their pay, six
have laws that clarify employer defenses for lower pay, and four have comparable
worth laws.?* In the absence of meaningful action from the administration and
Congress, states will need to continue to lead the way in implementing policy

solutions to help eliminate gender wage inequality.
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Conclusion

The United States used to be a leader among the developed democracies of the
world in addressing gender discrimination in the workplace and in society. No
longer. Today, the United States currently has higher gender wage inequality than
the majority of OECD countries***—even though it was the first wealthy nation to
pass and implement laws and regulations that outlawed gender discrimination.”**
Blatant gender discrimination is no longer what causes the main differences in
men’s and women’s pay, yet anti-discrimination laws have been the main way that
gender wage differences have historically been addressed when seeking policy

measures to narrow gendered differences in pay.
The Equal Pay Act of 1963 explicitly prohibits sex discrimination and states that:

No employer ... shall discriminate ... between employees on the basis of sex by
paying wages to employees ... at a rate less than the rate at which he (sic) pays
wages to employees of the opposite sex ... for equal work on jobs the perfor-
mance of which requires equal skill, effort, and responsibility, and which are

performed under similar working conditions... **

The statute, however, goes on to state that wages can be based on any differential
other than sex, which can make proving gender based discrimination difficult in

the court of law.>*®

Title VII of the Civil Rights Act of 1964 goes a step further and prohibits employ-
ment discrimination based on race, color, religion, sex, and national origin.”*’ And
Title IX of the Education Amendments of 1972 prohibits sex discrimination in the

educational system or other activities receiving federal dollars.**

The most recent piece of federal legislation passed to help address gender wage
inequality is the Lilly Ledbetter Fair Pay Act of 2009, which amends the Civil Rights
Act of 1964 by extending the statute of limitations for filing lawsuits alleging

unequal pay.**’ It is an important protection for people who find they have been
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discriminated against, but the Ledbetter Act only responds to the Supreme Court
ruling on the statute of limitations by providing an extended time window for

bringing legal action and does not prevent wage discrimination from occurring.*’

More needs to be done. This report presented the reasons why and possible policy
solutions at the federal level, as well as in select state and local policy settings. The
report also detailed the many obstacles that prevent these common-sense reforms
from proceeding. Why common sense? The research clearly shows that differences in
women’s and men’s pay are caused by a combination of easily measurable individual
characteristics and larger structural factors. Wage inequality narrows when comparing
men and women who are identical in measureable ways such as education, work expe-
rience, and occupations, but it never fully disappears. And research continues to show
that the choices women and men make about work are influenced by cultural norms

and discrimination as well, even if it may be subtle and subconscious.

Unequal pay between women and men drags down the growth of the U.S.
economy and threatens the economic security and retirement security of working
families. Building a strong economy that works for everyone is not possible unless
gender pay discrimination is fully addressed. Adequately addressing gender wage
inequality will require taking an all-inclusive approach, simultaneously focus-

ing on discrimination alongside factors such as occupational segregation and the

United States’ lack of work-family policies.
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