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INTRODUCTION

WOMEN’'S ROLE IN THE CANADIAN LABOUR
market has changed profoundly in recent generations.
Women have entered the labour force in record num-
bers, are more strongly attached to the labour force
than in previous years, and have made considerable
gainsinthekindsof characteristicstypically rewarded
in the labour market (such as experience and educa
tion). Women'sskill levels(relativeto men) haverisen,
as have women’s educational levelsand levels of job
experience, and women have successfully infiltrated
many previously male dominated occupations (Drol et
2001, Gunderson 1998).

Such changes reflect in part the fact that wom-
en’s earnings have also become increasingly impor-
tant for both their own and their families’ economic
well-being. Indeed, the single-earner family with one
male ‘breadwinner’ now represents only 18 percent
of Canadian families (Gunderson, 1998).

Yet despite women'sincreased rolein the labour
market, they continue to participate on gendered, and
often unequal terms. One of the most obviousindica-
torsof thisisthe continued presence of agender wage
gap. No matter how you define earnings (e.g. annual
versus hourly, mean vs. median), agap between wom-
en’sand men’' swages persists, even across educational
categories and age groupings.

Given the fact that employment has become the
norm for most women most of the time, the conse-
guences of discriminatory wages are substantial. For
women heading single-earner families, thisis particu-
larly obvious, and it isalso clearly important for those
partnered with men whose earningsarerelatively low.
Perhaps less obviously, women's wages are also im-
portant even in families where men earn an adequate
“family wage” aswomen’s employment and earnings
relative to their husbands appears to affect the bal-
ance of power in marriages (England and Kilbourne
1990, Lundberg and Pollak, 1996). Some other con-
sequences of lower female earningsinclude lower re-
tirement incomes, and greater difficulty in leaving
abusive or unhappy marriages.

One potential means of addressing women'’s la-
bour market disadvantage is through pay-equity leg-
islation. Such legidlation is based on the assumption

that part of women’s wage disadvantage stems from
the sex segregation of the labour force and the sys
tematic devaluing of jobs predominantly filled by
women. Pay equity does not directly address the sex
segregation of thelabour force, only the negativewage
outcomestied to that segregation. It does not require
that women adopt “male” jobs, or vice versa, but only
that the gender of those doing ajob should not affect
its rate of pay. Simply put, pay equity proposes that
workers should receive “equal pay for work of equal
value’ .t This principle is one of simple fairness, and
it isrecognized in international conventionsto which
Canadais signatory?.

Thefederal government and most Canadian prov-
inces have enacted some form of pay equity legida
tion, as have most OECD countries (Baker and Fortin
2000). In British Columbia, some parts of the public
service have taken steps to address pay equity, and
some unions have bargained for this principle. There
is, however, currently no pay equity legidlation in
British Columbia. Both internationally and nationally,
BC isalaggard when it comes to pay equity.

Thereisampleevidencethat labour market forces
can work in discriminatory ways in the absence of
government regulation. Government can and should
play an important role in promoting equitable labour
market practicesfor all workers. Pay equity programs
should be part of the general framework within which
government promotes fair treatment of workers.

It is important, of course, that such intervention
be well-designed and thoughtful if it isto achieveits
aims and not create problems of its own. Our submis-
sion is presented in the spirit of helping government
assess how best to use pay equity legislation to ad-
dress women’s labour market disadvantage. Because
it is important to first understand the nature and ex-
tent of the problem pay equity is designed to help
solve, the brief begins with adiscussion of the extent
of the gender wage gap in BC and the reasons for it.
The next section describes the forms pay equity ini-
tiatives have taken in other jurisdictions, as well as
someof the potential problemsand limitations of these
approaches. Finally, the report ends with recommen-
dations for British Columbia.
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THE GENDER PAY GAP

Key parameters of the BC gender
pay gap

A number of different measures have been used to
estimate the pay gap between men and women, and

the size of this gap depends in part on the measure
used.

The “earnings gap”, between men and women
represents differencesin annual earnings, and hasgen-
erally been estimated from the Survey of Consumer
Finance (SCF). Because women and men vary in the
averagetimeworked per year (in part because women
are more likely to work part-time), analysts typically
compare the earnings of full-time, full-year workers.
3The gap between men and women’searningsfor full-
time, full-year work has declined considerably in the
thirty years since the SCF has allowed it to be docu-
mented. In Canada as a whole, the female to male
earnings ratio increased from 58.4 percent in 1967 to
72.5 percent in 1997, the last year for which we have
comparable earnings data.*

In 1997 in BC, the average earnings of full-time/
full-year men were $45,050, while the average earn-
ings for equivalent women were $32,849. The gen-
der earnings ratio for full-time/full year workers was
thus 72.9 percent, very dlightly higher than the over-
al Canadian ratio (BC Stats). In Canada as awhole,
the gender earnings ratio varied from 80.2 percent in
PEI to alow of 64.2 percent in Alberta (Drolet 2001,
BC Stats 2000).

The “wage gap” is generally estimated in terms
of hourly, rather than yearly, earnings, and represents
wages and salaries of employees in their “main” job
only. Since 1997, thisratio can be estimated from the
Labor Force Survey. Unlike the earnings gap, this
measure excludes the earnings of the self-employed,
overtime pay, or wages received for secondary jobs.
In measuring overall gender earnings differences be-
tween full-time full-year workers, the earnings gap
thus remains a superior measure. However, the exclu-
sion of part-time workers from measures of the earn-
ings gap means that a substantial portion of the fe-
maleworkforceisnot represented in estimates derived
from it, whereas part-time workers are included in
measures of the gap in hourly wages. Thelatter isalso

a more direct measure of discrimination in rates of
pay per se. The 1997 Canadian gender wage ratio of
hourly earningswas 82.3 percent, considerably higher
than the overall gender earningsratio at thistime.® By
2000, however, women had lost some ground in both
British Columbia and Canada: the gender wage ratio
in both jurisdictions dropped to 81 percent.

The gender pay gap is not the same across all
groups in British Columbia (see Table 1). The 2000
wageratio among unionized workerswas much higher
(88%) than among non-unionized workers (77%).
Thisis not surprising since unions generally reduce
wage differentials among workers and standardize
wages of similar workers across establishmentsin the
sameindustries or occupations (Drolet 1999). Moreo-
ver, many public sector unions have negotiated pay
equity agreements in their collective bargaining, the
results of which may be reflected in this narrower

pay gap.

Younger workers also have ahigher gender wage
ratio. In 2000, British Columbian young women be-
tween 15-24 earned 90 percent of the wages of young
men. By the time women were between 25-54 years
of age, however, they earned 80 percent of male earn-
ings, and thisratio dropped to 79 percent for workers
55 and over (Statistics Canada, Labor Force Survey).
The smaller pay gap for younger workers may reflect
the fact that these workers are new entrants to the la-
bour market and hence have similar skillsand similar
labour market experience (Drolet 2000). The gender
wage ratio isalso higher among more educated work-
ers, ranging from 66 percent for those with lessthan a
secondary school education to 90 percent for those
with graduate degrees.

The gender wage ratio in BC also varies by in-
dustry, ranging from alow of 70 percent in manufac-
turing to a high of 99 percent in the utilities industry
(Statistics Canada, Labor Force Survey.

It is also notable that the wage gap is smaller in
the public sector than for the labour market as a
whole. In public administration the gender wage ra-
tio is 85 percent. In the educational sector and in
health care and social assistance (both generally con-
sidered part of the wider public sector), the gender
wage ratio in 2000 was 84 percent and 92 percent
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respectively. This may in part reflect higher unioni-
zation rates, the generally greater employer size and
centralization of pay arrangementsin the public sec-
tor, as well as the implementation of pay equity in
parts of the public sector.

Accounting for the gender pay gap

It isimportant to acknowledge that the existence of a
wage gap between men and women does not in itself
provewomen’s disadvantage resultsfrom the discrimi-
natory vauation of “male” and “female”’ jobs. Argu-
ments in favour of pay equity policies are based on
the presumption that the sex composition of jobs af-
fects their wage levels, even after other factors are
accounted for. Thelabour market doesnot, inthisview,
operate in a gender-neutral way. Rather, wage deter-
mination processes are gender biased in ways that
devalue jobs characteristically done by women rela
tiveto those performed by men. Thisgender bias may
arise from anumber of mechanisms, including norms
that undervalue work done by women or that presume
that women need or deserve less money than men, or
underestimation of the contribution of women’swork
to organizational goals. Organizational inertia may
then perpetuate biased wage ratesinsofar as past wages
guide current wage rates, and bias in one organiza-
tion may betransmitted to others as organizations| ook
toprevailing ratesin other firmsto calibratetheir own
wage levels (England 1999).

There are, however, other factors that also con-
tribute to the pay gap between men and women. Dif-
ferences in women and men’'s productivity-related
“human capita”, such as education, skills, and expe-
rience, are related to wages®. On average, Canadian
women have lower levels of labour market experi-
ence than men, as well as shorter tenure with their
current employers (Drolet 1999). Women may also
be differentially alocated to jobs, occupations and
establishments that pay lower wages, a process of
“allocative discrimination” that produces sex-segre-
gation and “female job ghettos’ in the labour force
(Peterson and Morgan 1995). Women may also re-
ceive lower wages than men within the same job cat-
egory in an organization (“within-job wage discrimi-
nation”).

Standard decomposition techniques attempt to

determine what factors account for the wage gap by
estimating the degree to which the gap can be “ex-
plained” by factors such asthoseidentified above, and
what portion remains “unexplained”, and thus attrib-
utable to differences in the pay men and women re-
ceive for the same characteristics.’

To date, no research has performed such adecom-
position of the BC wage gap. There are, however, a
few studies that attempt such an analysis at the na-
tional level. The particular proportion of the pay gap
attributed to different factors varies in these studies
asaresult of different methods of calculating the gap
and differences in the variables included in the re-
searchers models. Nonethel ess, even after controlling
for differences in wage-determining characteristics,
including human capital factors and differences in
gender representation in particular occupations and
industries, most of the wage gap between men and
women remains “unexplained” in all the models. In
other words, if women had the same wage-determin-
ing characteristics of men, they would still earn less
money on average. Estimates of the size of this“un-
explained” factor vary: Baker et a. (1995) find that
75 percent of the wage gap in the 1970-85 period is
unexplained, Christofides and Swidinsky (1994) find
73.4 percent is unexplained, and Coish and Hale
(1995) cannot explain 88 percent. Thetwo studiesthat
control for the most factorsexplain alarger portion of
the gap, but the unexplained portion remains above
50 percent in each case, with Gunderson (1998) un-
able to account for 53 percent of the gap and Drolet
(1999) leaving 51 percent unexplained.

Are female jobs “devalued”?

Standard gender wage gap decompositions can in-
form our understanding of this gap to some degree
by measuring how sex segregation contributes to it.
Sex segregation occurs at anumber of levels, includ-
ing industries, establishments, occupations, and jobs.®
For example, more men than women work in thefor-
estry industry while more women work in the serv-
iceindustry (industrial level sex-segregation), 911 dis-
patchers working from fire departments in Vancou-
ver are mostly men, while 911 dispatchers working
for the police are largely women in BC (establish-
ment level sex-segregation), and engineers are more
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likely to be men, and nursesmorelikely to bewomen
(occupational level sex-segregation). An example of
job-level sex-segregation could be areal estate com-
pany in which realtors selling residential properties
are mostly female while most commercial properties
are handled by men. Segregation at each of theselev-
els can contribute to the pay gap between men and
women (Bayard et al. 1999, Baron and Bielby 1995
Petersen and Morgan 1995). Not surprisingly, the
more finely detailed the measure used (i.e. jobs in-
stead of occupations, more as opposed to fewer oc-
cupational categories), the more sex-segregation one
finds, and the larger proportion of the overall wage
gap that is“explained”.

In Canada, overall estimates of the role of sex-
segregation in perpetuating the gender wage gap gen-
erally consider segregation at thelevel of industry and/
or occupation. The contribution of occupation and
industry tothe“explained” portion of the gender wage
gap may capture some of the gendered deval uation of
jobs. Using 1997 data, Drolet (1999) estimates that
sex segregation at the level of industry and occupa-
tion explains approximately 11.2 percent and 8.5 per-
cent respectively of the gender wage gap. If women's
occupations and industries are devalued, this will be
reflected in these numbers. Because Drolet’swork uses
only 8 occupational categories, however, the 8.6 per-
cent of the pay gap she attributesto occupational seg-
regation is likely understated. In addition, it under-
states the overall role of sex-segregation in creating
the wage gap insofar asit fails to account for the ef-
fectsof job-level sex segregation that may occur within
occupations and industries, and which is currently
reflected in the “ unexplained” portion of the pay gap.
The gender pay gap that remains even within occupa-
tions and industries may reflect in part sex-segrega-
tion between establishments and/or between job
classes within firms.

Of courseitisalsotruethat differencesin pay be-
tween occupations and i ndustries dominated by women
versus men may not reflect pure gender bias, but aso
differences in other characteristics that are related to
pay levels. If women are concentrated in occupations
and industries that have lower skill requirements or
are lower in power and prestige, thiswill be reflected
inlower wagerates. Whilethe gendered processesthat
sort women into such positions are in themselves an

important barrier to women’s equality, and should not
be viewed as a “justification” of pay differentials per
se, they are beside the point of pay equity astradition-
aly conceived.® Using the occupational and/or indus-
trial contribution to the wage gap as a measure of the
gendered deval uation of jobs obscuresthefact that not
al wage differences between occupations and indus-
tries come from the devaluation for the of women's
work.

Therearewaysto test moredirectly whether wom-
en's jobs are devalued and if this contributes to the
pay gap between men and women. Unfortunately,
while there has been considerable research on this
question in other countries, (research that haslargely
supported the proposition that women’'s work is de-
valued - see e.g. Bielby and Baron 1986, Johson and
Solon 1986, Sorensen 1986, for a study that finds lit-
tle effects of gender composition on wages see
Macpherson and Hirsch, 1995) Canadian evidenceis
sparse.

Job evaluation studies provide the most direct
means of testing whether female jobs are devalued
relative to male jobs of “comparable worth” in the
sameworkplace. Inastudy of 1988 wagesinthehealth
care sector of (Ontario or Manitoba), Ames (1995)
found that while most of the differencein pay between
male and female jobs was due to differences in their
“worth”, gender composition had asignificant effect.
On average, female-dominated jobs were paid $1.23
less per hour than men’s jobs judged to be of compa-
rable worth. The fact that women have won pay eg-
uity settlementsboth through collective bargaining and
through court cases also provides de-facto evidence
that by this measure, at least some Canadian women
have suffered wage discrimination asthe result of the
gendered devaluation of their jobs. Because the re-
sults of job-evaluations pertain only to particular
workplaces, however, they do not allow an overall
estimate of the degree to which women’swork is de-
valued in the labour force as awhole.

The only Canadian research that attempts to test
directly whether women’'s work is devalued is are-
cent study by Baker and Fortin (2000). While this
study does not test for gender-based wage differences
between jobs within establishments, the usual target
of pay-equity policies, it does test whether the per-
centage of women in an occupation as awhole makes
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a difference for wages. Baker and Fortin use more
detailed occupational categories than other Canadian
studies, and they attempt to control for a number of
occupational characteristics that are likely to affect
wages.1°

Baker and Fortin test for the devaluation of fe-
mal e dominated occupations for both Canada and the
United States in the late 1980s. At this time pay eg-
uity legisation was limited and largely ineffective,
making their resultslesslikely to be affected by wage
adjustments resulting from pay equity. Consistent with
most American research, they find that women work-
ing in femae-dominated occupations in the United
States suffered a wage penalty relative to women in
mixed and male dominated occupations. In Canada,
however, this penalty was absent when calculated for
women as a whole, a difference they attribute to the
relatively highwagesearned by certain “ public goods”
occupations in Canada, such as those in the educa
tional and health sector, and to unionization effects.
Relatively well-paid, female-dominated occupations
in the Canadian public sector essentially “drive-up”
the overall wages for female-dominated occupations.
This is consistent with what we would expect from
Mueller’s(2000) research that findsthat, all-elseequal,
women receive better pay in the public sector.

When Baker and Fortin ook at specific groups of
Canadian women workers, they find a very different
story. On average, full-time female workers, non-un-
ionized female workers, and femal e university gradu-
ates did suffer a wage penalty for being in female-
dominated occupations, al elseequal. Sincefull-time,
non-unionized women alone make up 47 percent of
working women, by Baker and Fortin’s estimate, al-
most half of all women suffered from the devaluation
of female occupations.

A limitation of Baker and Fortin's study is the
lack of establishment-level data. While the occupa-
tional categories they use are relatively detailed, it
should be remembered that American research rou-
tinely finds sex-segregation within occupations at the
establishment level. Pay equity legislationisdesigned
to address the devaluation of women's work at the
level of job classes, not simply occupations, but Baker
and Fortin’s research does not allow comparisons of
male and female wages at thisfine alevel.

This, however, is not the only problem in terms

of using this comparison to evaluate the likely effects
of pay equity. Baker and Fortin argue that the lack of
a statigtically significant overall penalty for women
working in female occupations undermines the
premises on which pay equity programs are based.
Thisis quite ssimply untrue, not only because pay eg-
uity programs have tended to be targeted at jobs and
not occupations, but also because they are comparing
women in female dominated occupationsto thewrong
people. While comparing women’s wages in female
dominated occupationswith women’swagesin mixed
and male-dominated occupations tells us whether
women would be better off, individualy, switching
to occupations with more (or less) femal e representa:
tion, it tells us nothing about the likely effects of pay
equity. After al, pay equity does not compare wom-
en’swagesin femal e-dominated occupationsto wom-
en’'swages in male-dominated occupations, but aver-
age wages (for men and women) in each situation.
Since men’s wages are higher than women’'sin male
dominated occupations, Baker and Fortin’s compari-
son of female wages understates the likely effects of
pay equity settlements.

Comparing women's wages in occupations with
different levels of female representation isnot only a
poor measure of the likely effects of pay equity, it is
also a poor measure of the devaluation of women's
occupations per se. If women in male dominated oc-
cupations are more likely to face other kinds of dis-
crimination that lower their wages (as much qualita-
tive evidence suggests), this will statistically offset
and thus obscure any devaluation of women'’s occu-
pations that is occurring. A far better measure of
whether female-dominated occupations are devalued
is to compare men’s wages in female-dominated oc-
cupationswith men'swagesin mixed and male-domi-
nated occupations because men will not be affected
by other forms of gender discrimination. Baker and
Fortin’sresearch does, in fact, make this comparison,
and finds a substantial and statistically significant
negative effect for working in a female dominated
occupation, all else equal, providing strong support
for the proposition that women’s occupations are de-
valued.

So what does the research tell us? A number of
findings stand out. First of all, the wage gap clearly
remains a problem for women in British Columbia,
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although the magnitude of this gap varies according
to a number of factors including union status, age,
occupation and industry. While we do not have BC-
specific research, based on the results of studieswith
national-level datait is probably also fair to presume
that much of this gap can be attributed to sex-based
discrimination of different kinds, including discrimi-
nation tied to both the sex-segregation of the labour
market in general, and the deva uation of female-domi-
nated jobs specifically. Pay equity policies therefore
areclearly anecessary and appropriate policy response

to the gender wage gap athough they will not elimi-
nate the gender wage gap altogether. After all, part of
the wage gap is due to factors other than the deval ua-
tion of femalejobs. M oreover, while morewomen than
men work in female-dominated jobs, the fact men
suffer relatively larger wage penalties for doing so
means that raising the pay of al incumbents in these
jobswill also raise men’swages. Whilethiswill blunt
theeffect of such apolicy on reducing the overall wage
gap, it highlightsthefact that eliminating the gendered
devaluation of jobsis not simply a“women’'s” issue.

ADDRESSING THE DEVALUATION OF WOMEN'S WORK:
PAY EQUITY IN PRACTICE

Pay equity policieshave been enacted in variousforms
in different jurisdictions. While the details of particu-
lar plans vary, there are four mgjor types. initiatives
tied to collective bargaining, complaint-driven legis-
lation, pro-active approaches, and sectoral bargaining.

Collective bargaining

In BC, pay equity has largely been advanced in the
public servicethrough the collective bargai ning proc-
ess. While important changes have been made as a
result of this process, the process has al so been ham-
pered for some women by its general limitation to
comparisonsof thewagesof “male” and“female” jobs
within bargaining units. When bargaining units are
predominantly female, thelack of an appropriate male
group against which to compare wages can undermine
the process.

Siting pay equity within the collective bargain-
ing process also necessarily excludes non-unionized
workers. Since non-unionized women suffer from a
larger pay gap than their unionized counterparts, this
isclearly amajor limitation.

Complaint-driven legislation

Pay equity initiatives in Canada have also taken the
form of complaint-driven legislation embedded in
human rights codes. While some complainants have

received wage settlements as a result of this legida
tion, complaint-based pay equity modelshave had lit-
tle success in reducing the overall pay gap between
men and women (Kovach 1997). Thisis not surpris-
ing due to anumber of drawbackswith thismodel. In
this type of legidation, the onusis on the individual
or union to bring a case to court aleging unfair pay.
In Canada, relatively few complaints have been
brought (Kovach 1997). Although some of the cases,
like that brought by the Public Service Alliance of
Canada (PSAC) have been huge, the small number of
complaints obviously limits the utility of such poli-
cies. Thefact that casestend not to have been brought
by individuals also reflects the difficulty of making
complaints against acurrent employer without fear of
reprisal. Not surprisingly, most employees|eavetheir
place of employment before making acomplaint. The
adversarial nature of acomplaint-based approach has
aso, in practice, leads to significant expense and de-
lays. Federal government employees are only now
receiving pay equity adjustments after over 15 years
inthe courts (Baker and Fortin 2000). On the positive
side, the publicity accorded large casesbefore the court
may educate others about the issue of pay equity and
may a so encourage other employers to modify their
behaviour to avoid lawsuits and negative publicity.
The BC Human Rights Code protects women from
sex discrimination in employment, and from sex-based
wage discrimination regarding similar or substantially
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similar work. It does not currently offer express pro-
tection based on work of equal value.

Proactive approaches

In response to the lack of progress with complaint-
based pay-equity approaches, a number of jurisdic-
tions haveimplemented pro-activelegidation. For the
most part, these have been restricted to the public sec-
tor: Ontario and Quebec aretheonly jurisdictionswith
pro-active pay equity legidation that applies to the
private sector to date. Typical pay equity initiatives
call for astudy of the jobsand pay structurewithin an
organization. Points are generally rewarded for char-
acteristics relating to the skills, effort, responsibility,
and working conditionsrequired for jobs, and weights
are assigned to reflect the rel ative importance of each
characteristic. Job classifications with similar point
scores are assigned equal wage rates.

Pay equity policies have clearly benefited some
women, with wage increases of around 20% common
in Canadafor those who have received an adjustment
(Gunderson 1998). Theeffectivenessof such programs
for changing the wage gap overall, however, has var-
ied. While pay equity programs in lowa, Michigan,
Minnesota, San Jose and Washington State have been
estimated as potentially able to close 45% of the pay
gap, actua results have been more modest. In Canada,
pay equity programs are estimated to have reduced
the gender wage gap by 28% in the Manitoba govern-
ment. Ontario’s more ambitious program, however,
did not appear to make a difference at the aggregate
level, in part because of awidespread lack of compli-
ance (Gunderson and Riddel 1992, Baker and Fortin
2000).

Methodologically, proactive pay equity policies
can be quite complex, and differences in details can
make a large difference in their effectiveness. A
number of problems and limitations with proactive
approaches as they have been adopted in various ju-
risdictions have undermined their potential efficacy.

As noted earlier, not all of women’s wage disad-
vantage stems from the devaluation of female domi-
nated jobs. As commonly implemented, whether pro-
active or not, pay equity policies do not addressthese
other forms of disadvantage. Moreover, even pro-ac-
tive pay equity policies are not designed to address

al the levels at which the gendered devaluation of
jobs may occur, focusing only on discrimination that
occurs at the level of a particular employer or estab-
lishment. Thereis, however, considerable sex-segre-
gation that occurs within occupations but between
employers, and thistoo may |ead to the gendered de-
valuation of jobs at thislevel.

Political pressures of various kinds can aso re-
ducethe positiveimpact of pay equity policies. In most
American states, job evaluation schemesinitialy pro-
posed by hired consultants were changed before be-
ing implemented, often in ways that compromised
their effectiveness (Orazem and Mattila 2001). In
lowa, the comparableworth plan finally implemented
by the government reduced the unexplained portion
of the pay gap between men and women far less than
would have occurred under the origina plan that was
proposed. Orazem and Mattila (2001) note that the
changes redirected some of the benefits towards un-
ion members, supervisors, and professionals. Various
participantsin the pay equity process clearly can and
do influence that process in ways that tend to favour
the more powerful players (Cuneo 1991, Haignere
1991, Orazem and Mattila, Acker 1989, Steinberg
1991, Warskett 1991).

Thefirst potential place where pay equity can be
undermined is the job evaluation process. This proc-
essishecessarily somewhat subjective: empirical stud-
ies have demonstrated that different job evaluators do
not necessarily come up with the same results when
assigning pointsto jobs or weightsto job characteris-
tics (Arnault et al 2001, Orazem and Mattila 2001).
Gender bias can infiltrate this procedure, and was a
common complaint raised against early job-evalua
tion systems (see England 1992, Gaskell 1991). For
exampleif “effort” ismeasured in terms of the strength
necessary to do ajob, rather than the fatigueit causes,
this will likely bias evaluations to value men’s jobs
more highly than women’s on this measure.

The weighting of job components may aso re-
flect gender bias. Commercial job evaluation systems
often set the relative weights for various job factors
in advance, generaly using weights that they have
found to “fit” general market realities (England 1999).
Insofar asthese redlities are themsel ves gender-biased
(i.e. if characteristics that tend to be more strongly
associated with “women’s’ jobs are undervalued in
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the marketplace), such schemesare vulnerableto per-
petuating gender bias. Thisis also a potential prob-
lem with “policy-capturing” systemsthat use the cur-
rent pay practices of the employer asthe criterion for
setting weights (England 1999, Haignere 1991).1

Another set of problems arises from the proce-
dures for determining if a given “female” job is un-
derpaid and for adjusting wages. The simplest way of
determining whether a job is underpaid and how to
remedy this is a “job to job” comparison. Used in
Ontario, this entails comparing a single female job
class to a single, equivalent male job class. When
multiple male comparators exist, the lowest paid job
classisused. If no male comparator exists, the lowest
paying job of the next highest value is used. While
appedingly simple, this method quite clearly limits
thelegidation’s potential to eliminate the under-val u-
ation of female jobs. By always choosing the lowest
male wage, female wages are biased downwards.
M oreover, compensation isextremely sensitiveto the
values of particular male comparator groups, and if
that group is an outlier, this may result in unfair and
illogical remedies. A femalejob with more job evalu-
ation points may end up paid less than afemale job
with less pointsif the male comparator for the former
isrelatively underpaiditself (see Gunderson and Lanoi
(1999) for examples of how this happened in Ontario).

Another problem with the job to job method of
comparison arises in the absence of equivalent male
jobs. In response to this, Ontario allowed proxy com-
parisons for women in the broader public sector so
that comparators in other parts of the public service
could be used in the case of no appropriate male com-
parators within a particular sector (Baker and Fortin
2000). While this was a significant advance, this
method remains vulnerable to all the problems of the
singlejob to job comparison. Onewould also assume
that the choice of which proxy to use could become
the subject of intense disputefor obviousreasons. This
method is also difficult to use in the private sector
(andinfact was not allowed in this sector in Ontario),
since firms being used for proxy comparisons may
rightfully object to giving competitors wage and sal-
ary information.

An alternative was, however, adopted, in Ontario
when direct job to job comparisons were unavailable
in the private sector. In this method, separate female

and male wage lines are constructed with job classes
ranked by value on the horizontal axis and the corre-
sponding salary level on the vertical axis. A “hypo-
thetical” comparison can be made by moving a point
on the female wage line to the point of comparable
value on the male wage line, whether or not thereis
actually amalejob class at that particular point. This
“point to line” adjustment is used for all jobsin the
federal jurisdiction and in Newfoundland. While this
removes systemic differences between the male and
female payline when used for al jobs, it also elimi-
natesrandom variationsinthefemal e payline (Kovach
1997). To the extent that these variations are due to
factorslegitimately related to pay but not encompassed
by job evaluations (i.e. relative demand), thisis prob-
lematic.

One of the best approaches has been adopted in
Manitoba, PEI, and New Brunswick. Here, pay ad-
justments are based on raising the female payline to
the male payline. In other words, al female jobs re-
ceive a boost equaling the average amount by which
female dominated jobs are underpaid. Thiseliminates
systematic sex differences, but does not eliminateran-
dom deviations within the paylines (Kovach 1997).
While some of these deviations are “irrational”, this
process |eaves the maximum space for (nondiscrimi-
natory) market factorsto affect wages, and it will tend
to causeless variation in the magnitude of adjustment
in female dominated jobs.

Whilethe“pointtoline” and “lineto line” proce-
dures are both self-evidently fairer than the “job to
job” procedure, they make the most sense when there
are a large number of jobs being evaluated, and are
therefore problematic for small employers. They are
also more technically complicated. Small employers
arelesslikely to havetheformal job descriptions nec-
essary to evaluate jobs in the first stage - to expect
them to also have the expertise in-house to perform
the necessary statistical calculations for wage line
comparisonsis unrealistic. This method will thusin-
crease both costs to employers and the possibility of
error. Asaresult, Ontario excluded small workplaces
from pay equity legislation. Not surprisingly, even
among those included, evidence suggests up to 80
percent of smaller organizations did not comply with
the law (Baker and Fortin 2000). In their evaluation
of Ontario’s plan, Baker and Fortin (2000) found that
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thelack of male comparatorsfor femalejobs seriously
hampered its efficacy.

Such exclusions, whether resulting from legal
exceptions or avoidance of the law create unfair dif-
ferences in the treatment of women in different fe-
mal e dominated jobs, aswell asgiving those employ-
ersthat do not comply an unfair advantage over those
that do'2. It also means that some of the women most
in need of pay equity arethe least likely to receiveit.
Not surprisingly, in Ontario impressionistic evidence
suggests that “ better results had been achieved in un-
ionized, public sector, and larger workplaces, and for
women in higher paying jobs.” (Baker and Fortin
2000).

A final hypothetical problem with al pay equity
initiativesisthat by raising the relative cost of female
labour, they will increase female unemployment. As
with arguments about the effects of raising the mini-
mum wage, much turns on the magnitude of
disemployment effects. If these are small, the advan-
tages of the policy will outweigh its costs (England
1999). So far, arguments about the disemployment
effects of pay equity are largely theoretical and/or
based on simulations rather than actual data. Using
actual datafrom Ontario, Baker and Fortin (2000) find
that the impact of pay equity awards on employment
in female jobs was very small.

Sectoral bargaining

Thefina type of pay equity program to be discussed,
that embedded in sectoral bargaining, doesnot address
al of these barriers either, but it does go further than
the other approaches in addressing the wage impacts
of sex-segregation outside firms at the occupational
and sectoral level.

Cross-national evidence suggeststhat institutional
features of the labour market play a major role in
mediating the degree of wage inequality both gener-
aly, and between men and women. In general, the
more centralized the system by which wages are de-
termined, theless overall wageinequality, and theless
gender-based wage inequality (Blau and Kahn 1992,
Kidd and Shannon 1996). Even within countries,
places where wages setting is more centralized tend
to produce less gender based wage inequality
(Grimshaw 2000). Because of this, embedding pay
equity principles in systems in which wages are set
by sectoral bargaining has the potential to go the fur-
thest in reducing the devaluation of women's jobs.
Wage-setting in British Columbiatendsto take place
largely at thelevel of the establishment, however, and
political reasons make this unlikely to change in the
near future.

CONCLUSION

Pay equity cannot eliminate all sources of women’s
economicinequality. Other initiatives, including easier
access to unionization, protecting public servicejobs,
raising the minimum wage, eliminating the training
wage, ensuring access to not only education, but also
training and retraining, employment equity, and ac-
cess to child and elder care are necessary to improve
women's overall economic equality.

Pay equity policies are, however, necessary to
reduce the gendered devaluation of jobs, and counter
a pernicious form of discrimination against women.
In so doing, they will improve a considerable number
of women'’s (and some men'’s) economic well-being.
If women have the opportunity to earn higher wages,

they arealso likely to increase their attachment to the
|abour force, thusimproving elements of human capi-
tal that are related to wages (Will 1999). In thelonger
run, the pay equity program should also raise aware-
nessof the value of women’swork, undermining preju-
dices that contribute to other forms of labour market
discrimination against women.

At the same time, it must be acknowledged that
conventional approachesto pay equity have anumber
of potentia limitationsand drawbacks, and these limi-
tationsarelikely to be particularly relevant in the pri-
vate sector. These problems are not insurmountable,
but they do suggest that we do need to think carefully
about how pay equity is implemented.
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The primary goal of pay equity programs should
be to eliminate the gendered devaluation of jobs. We
will know we are successful when the gender compo-
sition of jobs does not affect their pay. In order to ac-
complish this most fairly and efficiently, pay equity
programs should, at the minimum:

* Apply to everyone, regardless of where they
work or the size of their employer to ensure fairness
and compliance with international human rights law.
Pay equity should not only be applied to existing jobs,
but should be maintained in the creation of new jobs,
job classes, or changes to existing jobs, in the nego-
tiation or renewal of collective agreements, andinany
changes to a company or itslegal structure.

* |nvolveworkersand unionsin the devel opment

and implementation of the pay equity program. This
could be accomplished through workplace commit-
tees (similar to health and safety committees).

* Includetimelinesfor implementation and pen-
aties for employers who do not comply.

* Eliminate the devaluation of women's jobs by
raising the pay of these jobs, not decreasing the pay
of other jobs.

* Recognize that equal pay for work of compa-
rable value is ahuman right.

No one should suffer a wage penalty due to the
gender composition of the job in which they work.
There is simply no excuse for discrimination, and
government has a clear responsibility to address this
problem.

L ¥
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Table 1: Gender Wage Ratios for BC Labour Force, 2000

| mean wage ratio|

Total employees 81.10%
Union coverage
Union coverage 88.03%
No union coverage 76.94%
Age
15 - 24 years 89.97%
25 - 54 years 80.50%
55 years and over 79.26%
Education
0to 8 years 65.84%
Some secondary 70.21%
High School Graduate 78.27%
Some post-secondary 78.80%
Post secondary certificate or diploma 79.78%
University bachelors degree 85.83%
University graduate degree 90.34%
Industry
Total employees 81.10%
Goods-producing sector 71.16%)
Agriculture 86.96%
Forestry, fishing, mining, oil and gas 77.81%)|
Utilities 99.03%|
Construction 79.14%
Manufacturing 69.67%
Services-producing sector 84.01%
Trade 74.61%)
Transportation and warehousing 80.09%
Finance, insurance, real estate and leasing 73.47%
Professional, scientific and technical services 80.53%
Management of companies and administrative and other support services 91.44%
Educational services 84.00%
Health care and social assistance 92.46%
Information, culture and recreation 81.61%)
Accommodation and food services 86.90%
Other services 70.68%)
Public administration 84.96%)

Table 1 continues on page 13...
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Continued...Table 1: Gender Wage Ratios for BC Labour Force, 2000

mean wage ratiu|

Occupation
Management occupations 79.37%]
Senior management occupations 75.27%]
Other management occupations 80.63%]
Business, finance and administrative occupations 84.73%
Professional occupations in business and finance 82.33%
Financial, secretarial and administrative occupations 82.68%)
Clerical occupations, including supervisors 93.17%
Natural and applied sciences and related occupations 82.39%
Health occupations 97.74%
Professional occupations in health, nurse supervisors and registered nurses 100.04%
Technical, assisting and related occupations in health 91.82%
Occupations in social science, education, government service and religion 88.39%
Occupations in social science, government service and religion 88.56%)
Teachers and professors 89.70%
Occupations in art, culture, recreation and sport 93.58%
Sales and service occupations 80.37%
Wholesale, technical, insurance, real estate sales specialists, and retail, wholesale and grain buyers 81.66%)
Retail salespersons, sales clerks, cashiers, including retail trade supervisors 76.99%
Chefs and cooks, and occupations in food and beverage service, including supervisors 91.90%
Occupation in protective services 86.73%|
Childcare and home support workers 86.11%
recreation and sport as well as super\}isors - ' . 88.89%
Trades, transport and equipment operators and related occupations 78.77%
Contractors and supervisors in trades and transportation *
Construction trades *
Other trades occupations 89.14%
Transport and equipment operators 76.96%|
Trades helpers, construction, and transportation labourers and related occupations 82.48%
Occupations unique to primary industry 65.27%]
Occupations unique to processing, manufacturing and utilities 62.45%
Machine operators and assemblers in manufacturing, including supervisors 61.59%
Labourer in processing, manufacturing and utilities 66.84%

*insufficient data to calculate ratio

Source: Statistics Canada: Labour Force Survey
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NOTES

1. Note that this is more encompassing than “equal
pay for equal work” since the latter only covers peo-
ple in substantially similar jobs. Equal pay for work
of equal value, by contrast, implies that workers in
dissimilar jobs of comparable worth should be paid
the same wage.

2. Canada signed the International Labour Organiza-
tion's Convention of Pay Equity in 1951, as well as
the United Nations Convention on the Elimination of
All Forms of Discrimination Against Women. Canada
was criticized in 1998 by the United Nations Com-
mittee on Economic, Social and Cultural Rights for
failing to adequately protect women from wage dis-
crimination. The Committee urged Canadato imple-
ment measures to assure women'’s right to equal pay
for work of equal value

3. Of course, ssimply comparing full-timeworkers does
not address the issues of lower pay for women who
involuntarily work part-time.

4. The earnings ratio expresses the average earnings
of women as a percentage of the average earnings of
men. If both groups are the same, the ratio would be
100, if women earn less, the ratio would be less than
100, if more, greater than 100

5. Reasons for the differencein estimatesinclude the
fact that women tend to work fewer hours than men,
even among full-timeworkers. Thefact that part-time
workersare excluded from earningsratios but not from
hourly wage ratios also contributes somewhat to this
difference since both fema e and mal e part-timework-
ers have lower hourly earnings than their full-time
counterparts and there are more femal e than male part-
time workers (Galarneau and Earl 1999).

6. Thisis not to say that attainment of human capital
attributesis not in itself tied to discrimination

7. Decomposition ca culatesthe hypothetical earnings
that women could expect to earnif they were rewarded
the same as men for the same characteristics. Wom-
en’'s average endowments of wage-determining char-
acteristics (the mean values of their explanatory val-
ues) are multiplied by the returnsthat men receivefor
these characteristics (the male regression coefficients).

The difference in the wage gap attributed to differ-
ences in men and women'’s characteristics can then
be calculated by subtracting this number from the
average male earnings. Subtracting this number from
women's average earnings gives the portion of the
gender pay gap attributable to discrimination.

8. Theterm “job” refersto a specific position with an
employer, and is generally defined in terms of a par-
ticular set of responsibilities and duties. Employees
that perform essentially the sasmetasksare considered
to be in the same " occupation”, whether or not they
work for the same employer, or even in the samein-
dustry. When used in government statistics, “ occupa
tions” may be defined very broadly, with all jobs fit-
ting into only afew occupational categories, or quite
narrowly, with many categories. An “ establishment”
isthe physical location of acertain economic activity,
for example, afactory, mine, store, or office. Gener-
aly asingle establishment produces a single good or
providesasingleservice. An enterprise (aprivatefirm,
government, or non-profit organization) could con-
sist of one or more establishments. Finally, “indus-
tries’ are groups of establishmentsthat produce simi-
lar products or provide similar services. For example,
al establishmentsthat processlumber areinthe same
industry.

9. There are aso technical problemswith calculating
the effects of occupational and industrial factors in
individual-level wage regressions. Insofar as wages
tend to be similar to one another within occupations
and industries, observations within occupations and
industries will have correlated error terms, thus vio-
lating OL S assumptions and biasing estimates of
standard errors. This in turn makes estimates of the
statistical significanceof any effectsonediscoversless
reliable. A superior approach is to estimate a multi-
level regression model (also known as random coef-
ficient linear model, hierarchical regression model,
or variance decomposition model), nesting individu-
a swithin occupations and industries. Inthisway one
can properly decompose the variance in individual
income into that occurring because of differences be-
tween individuals, between men and women and/or
differences between the characteristics of industries
and/or occupations (including differencesin the gen-
der composition of industries and occupations). This
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is necessary to explicitly test the degree to which the
gender devaluation of jobs, net of other occupational
characteristics, affects women’'s wages.

10. It aso uses a properly multi-level specification,
avoiding the problem of correlated error terms dis-
cussed earlier.

11. Thisgeneraly entailsthe use of amultipleregres-
sion analysis to estimate coefficients for each factor.
The coefficients reflect the weight (and hence impor-
tance) aready given to the factor by the employer’s
existing pay practices

12. 1t should be noted, however, that calculations of
the costs of pay equity wage adjustmentsin the U.S.
suggest they have not been of the magnitude to im-
pose serious costs for employers, averaging between
2 and 5 percent of total payroll (Steinberg, 1986 cited
in England 1999)
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