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The goal of the presentation 

• Many different formulations and objectives 
– Elimination of the gender pay gap 
– Elimination of discrimination 
– Equal opportunities 
– Equal  treatment 
– Equal pay for equal work 

 

• Many different measurements and statistics 
– Differently calculated wage differences 
– Measurements for occupational segregation  
– Tests, indirect measurement standards 
 

The subject under discussion, the objectives and the 
empirical data are incoherent 



The goal of the presentation 

• Objectives:  
– To clarify the different elements of gender-based inequalities 

on the labour market 
– To define the setting of targets more clearly, taking societal 

interests into account 
– To summarize empirical results accordingly 

To provide a more efficient basis for social debate and 
policy planning 

 
• Questions: 

– What do different available measurements show? 
– Is it a realistic and appropriate goal to reduce the gender pay 

gap to zero? 
– What are the goals that are valuable for society and why?  



Gender pay gap 

• The total average gender pay gap 
– Easy to calculate on the basis of statistics 
– It has been significantly reduced in Hungary and the other 

countries in the last decades but it is still significant 

• Can the gender pay gap be expected to decrease to zero: 
Is this an appropriate objective?  

Not necessarily because:  
– It only takes employees into account 

• The issues of inactivity and occupational discrimination  
• The seemingly positive closing of gender pay gaps may be caused by 

the exclusion of less qualified women from the labour market (e.g. 
Hunt 2004) 

– There may be differences in characteristics and preferences in 
its background 
• Inherent biological differences or cultural pressure/discrimination 



Causes of the gender pay gap I: differences in 
characteristics 

Composition of personnel: human capital and psychological 
characteristics  

1. Observable differences in human capital 
– Women’s educational level has increased significantly  
– Women have on average less work experience because they stay away from the labour 

market when they give birth  
– The majority of group-level average pay gap can be filtered out if data on employees  are 

available 

2. Non-observable differences in productivity 
– Non-observable differences in human capital  (e.g. capability, …) 
– Variance of psychological characteristics which influence productivity and wage level  
– Scarcity of available data on these differences and their effects on wages 

 They affect the gender pay gap but are not the effects of labour 
market discrimination: external factors on the labour market 

BUT: they may be the effect of pre-labour market discrimination or 
backlash 

 It is a question to what extent these differences can be decreased or 
are inborn facilities: equal opportunities. 



Psychological characteristics and their effects – research 
results so far 

• Gendered differences in other characteristics: 
– Women perform less well in a competitive situation (Gneezy et al 2003) 

– Women ask less often for a pay rise or a promotion 

– Gender pay gap is influenced by the average different views on self-
confidence and the importance of family/work  (Fortin 2008) 

– Excessive self-confidence: rather characteristic of men, according to 
stock market data (Barber&Odean 2001) 

– Women are typically more keen to resolve conflicts and have empathy 
towards co-workers 

• Gendered differences in the labor market effects of 
psychological characteristics: 
– The market attaches different values to women’s and men’s 

psychological traits, 7 to16 % of the gender pay gap can be explained 
by this (Mueller&Plug 2006) 

– Different wage consequences of non-cognitive characteristics (Heineck 

2007) 



Effects of psychological characteristics on wages - 
Braakmann 2009 

• German SOEP database2005, individual characteristics, labour 
market data 

• Psychological traits (7-point scale): 

• Openness (curiosity, creativity, appreciation of new ideas) 

• Conscientiousness (self-discipline, sense of duty) 

• Extraversion (social behavior, engagement) 

• Agreeableness (ability to get along with others, 
cooperation) 

• Neuroticism (emotional instability, stress, sorrow, anger) 

• External locus of control (life is governed by fate) 

• Reciprocity (willingness to return favorable/hostile acts) 

• Risk aversion 



Differences in psychological characteristics by gender (Braakmann 2009) 
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Approx. 18% of the gender pay gap and 7% of differences in employment levels are 

explained by psychological differences 



Gender and competition 

• Pay rises and promotions are often based on competition  
women may be less keen on competing 

– Datta Gupta et al 2005: in tests women rather choose the 
less competitive payment option based on the number of 
units produced 

– Paserman 2007: according to results of tennis competitions, 
women make more mistakes at critical points  

– Gneezy et al 2007: in patriarchal societies rather the men, in 
matrilinial ones rather the women opt for competitive 
games 

– Gneezy-Rustichini 2002:  9-year-old children run alone and 
then in pairs, as an effect of the competition boys improved 
their own performance, while girls did not.  



Gender and competition 

• Question: is it an inherent difference or an effect of the social 
environment (nature v. nurture)? 

– If inherent: no need to be concerned with labour market differences, 
these are consequences of preferences 

– If social: it is a consequence of prejudices, it is important to concern 
ourselves with it because it may lead to a loss of talents.  

• Empirical test (Booth 2009): How often do pupils for co-educational 
or girl/boy-only schools take part in competitive games 
(tournaments)? 

– In co-educational schools girls rather behave according to typical 
feminine roles – therefore they behave less competitively 

– In girl-only schools girls choose competitive games as often as boys do, 
in co-educational schools they do not.  

 It is learned behaviour and not an inherent characteristic 



Causes of the gender pay gap II: differences in 
preferences 

• Women’s employment decisions may be different: 

– Work/life balance: different decisions because of gendered 
differences in this area 

– Disparate human capital investment decisions because of 
differing probable/real labor market affiliation/preferences 

• Compensational wage differences: lower wage because of 
– More flexible jobs, closer workplaces 

– Less stressful and competitive jobs 

• Question: How much are preferences influenced by cultural 
expectaions/pre-labor market discrimination, e.g. girls should 
play with dolls, mothers should raise the children etc.  

Few empirical findings in this regard 

 



Causes of the gender pay gap III: labor market 
discrimination 

• Discrimination: pay gap between groups with generally 
similar characteristics and preferences 

 BUT: discrimination has repercussions on decisions 
regarding human capital investments, as their expected 
yield is different from group to group  

• Stricter definition (Lundberg & Startz 1988): differences 
between groups with generally similar inherent 
characteristics 

• This may manifest itself in: waging but also in 
hiring/promotions (glass ceiling) 

 Discrimination is not an economically efficient type of 
behaviour, it is clearly harmful, its elimination is an 
important goal 



  

Source: Wage-tariff database 

Discrimination – empirical results I: unexplained gender pay 
gap  

Gender pay gap unexplained by significant, 

observable characteristics 



Discrimination – empirical results I: estimation of 
relative rate of productivity (Lovász-Rigó 2012) 

• Pay differences based on an estimation based on wage equation 
≠ discrimination because there are non-observable grouplevel 
differences in productivity 
 How can these be taken into account? 

• The gross production (returns) of different companies and the 
demographic composition of the personnel  the effect of groups’ 
prosportions on productivity: the measure of relative productivity 

• Can wage differences of different employees’ groups be 
explained by their differing level of productivity? 

• Result: within companies women’s level of productivity is not 
significantly different from that of men, their wages are a little 
lower 

 The rate of discrimination is much smaller according to the 
above than the unexplained gender pay gap.  



• On the basis of conclusions of discrimination models 
they intend to test whether there is discrimination 
– E.g. Correlation between the proportion of minority 

groups and the rate of profit: disciminatory employers do 
not tend to maximize their profits. Hellerstein, Neumark, 
Troske (1995) 

• Becker (1957): an increase in competition on the 
goods market can cut out discrimination from the 
market 

Has the rate of discrimination by employers decreased in Hungary 
as a result of an increase in competition? (Lovász 2009) 

 Outcome: the increase in competition has helped decrease 
the unexplained geder pay gap 

Empirical proof that points to the existence of discrimination 

  
Discrimination – empirical results in Hungary II: 

indirect tests 



• In the public sphere the proportion of women in the management is 
significantly higher 

 Do women stand a greater chance of getting into management position in the 
public sector?  

 Yes, which indicates that there is some discrimination at work in the private 
sphere with regard to promotions 

Public sector Private sector 

Coefficient Std. error Coefficient Std. error 

Woman -0.177 0.014 -0.307 0.006 

Skilled 0.300 0.052 0.384 0.014 

Secondary school 1.085 0.046 1.277 0.014 

Higher education 1.907 0.046 2.213 0.014 

Experience 0.092 0.003 0.079 0.001 

Discrimination – empirical results in Hungary III: 
indirect tests (Lovász 2012) 



  

• The rate of unexplained gender pay gap is also significantly lower in 

the public sector, which also indicates that there is discrimination: using 

wage tables decreases the gender pay gap 

Source: Employment and Wage-tariff survey. 

Discrimination – empirical results in Hungary III: 
indirect tests (Lovász 2012) 



Segregation and gender pay gap measurements 

• Gender pay gap can be estimated within subsamples (or through different controls 
by regression)  

• All of these serve to measure different elements, it depends on the question which 
is the significant element and which controls should be taken into account  

– If we are only interested in labor market pay discrimination: we should control 
for institution, industry and occupation as well, we compare the average 
wages of men and women with similar characteristics within these subsamples  

– We generally find that a significant part of the total gender wage gap is 
explained by segregation  

– But: we do not know to what extent segregation is an outcome of individual 
decisions or discrimination  

– We do not know either to what extent those who enter the labor market are 
influenced to make this decision before they enter it 

– If we are interested in discrimination that manifests itself in other forms as 
well: we do not intend to rule out the effects of company-, industry- or 
occupation-level selection  



Horizontal and vertial segregation, gender pay gap 
measures: Sik-Csaba-Hann 

• Within occupations and industries, gender pay gap can be found in a 
small proportion of subsamples 

 This means that within subsamples there is often no discrimination 
that manifests itself in waging 

 It filters out the effects of discrimination manifesting itself in other 
forms and also the effect of pre-labor market discrimination 

 It implies significant horizontal segregation, it is a question, however, 
to what extent this is an effect of inherent traits, education 
(differences in characteristics and preferences) or of employment 
discrimination  

• With wage quintiles (an increasingly larger) gender pay gap can only 
be observed in the higher proportions 

 Significant vertical segregation: glass ceiling AND sticky floor effects 
 It affects not only those women who are in the higher proportions of 

wage percentiles but all women  
  It also affects pre-labor market decisions and work-related 

preferences 



Summary: the causes and measures of gender pay 
gap 

• Labor market discrimination:  
 Its extent is uncertain but it may be present to a certain degree 
 It is clearly harmful, should be eliminated  
 „Equal pay for equal work”, equal treatment 
 
• Differences in characteristics and preferences  
 Their extent is uncertain 
 Are they the effects of inherent, pre-labor market discrimination/cultural expectations, 

or the negative repercussions of discrimination? 
 Non-inherent differences can be eliminated in theory 
 In spite of existing general differences it is harmful if individuals are limited in their 

opportunities and potential productivity  
 Equal opportunities 
 
• What is certain: biological aptitude = absence from  employment during childbirth  

– Disadvantageous for women: less work experience, abruptions in a career-building age 
– For the employer it entails real expense/risk  

 The total average pay gap cannot be eliminated for certain 
 BUT: it is in society’s interest to minimize unequal opportunities that stem from it 



Societal and individual interests 

• Societal interest: 
– Long-term economic growth:  

• Increasing productivity: retention of the best workforce, creation of a 
positive, motivating work atmosphere 

• Competitiveness: utilizing unused workforce, alleviating problems 
related to an ageing population and a lack of knowledge 

– Goal: to utilize the abilities of every individual to an optimal extent 
– Justice, social satisfaction  

• Employers’ interests: 
– In the short run, on the level of the individual employer the employment of 

women is costly 
– Statistical discrimination: it works against those as well who do not belong 

to the „average” 
– In the long run, however, because of the above interests, the creation of 

equal opportunities is important for them as well 

• Individual interests: 
– It is useful to remove every obstacle that limits individuals 



How can the equality of opportunities be increased?  

• By decreasing discrimination:  

– Legislation, implementation, governmental commitment, public 
awareness-raising 

• By improving opportunities: 

– Decreasing pre-labor market discrimination, shift in cultural approach: 
individuals who have untypical interests and abilities should not be limited 
in their decisions and opportunities 

– Decreasing the labor market disadvantages stemming from biological 
characteristics: 

• Employers: decrease of expenses of women’s employment, shorter maternity leave  

• Broadening the childcare system and making it more flexible 

• Provision of adult education during maternity leave 

• Propagation of flexible forms of employment, dissemination of relevant information 

• Quota? Norway: 40% in management - potential problems 

• Affirmative action ≠ positive discrimination 

• The best utilization of potential workforce: seeking for employees among 
underrepresented groups, training events for them, e.g. Goldman Sachs  



  

Thank you for your attention! 


