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Foreword

The Equal Pay Act was perhaps the first manifestation in the UK
of a new attitude towards employment that has developed from
the 1970s onwards.
It is generally accepted that a civilised and prosperous market
economy could not function if, for example, surgeons were paid
the same as litter pickers. If they were paid the same, there would
be a shortage of surgeons and nobody would wish to employ
litter pickers. As F. A. Hayek noted in The Road to Serfdom, the
end result of such central planning of wages would be to require
a totalitarian state where central planners had to allocate individuals to jobs to overcome the mismatch between supply and
demand. Such central planning would be illiberal and would also
erode prosperity for reasons that are well understood.
For these reasons, most people accept that there will be wage
differences for people doing different jobs but they argue that,
when two different people do similar jobs, they should be paid the
same. The reason why people doing different jobs are paid differently, however, is because of different conditions of supply and
demand in relation to their jobs. As Alfred Marshall noted, price
is determined by supply and demand together – in the same way
as both blades of a pair of scissors cut the paper. To suggest that
wages are determined by demand only is as fatuous as suggesting
8

that only the top blade of a pair of scissors does the cutting. Yet
those who suggest that the gap between the pay of men and
women is caused only by employer discrimination are indeed
suggesting that the wages of men and women are determined only
by demand.
There may be legitimate reasons why employers wish to pay
men and women differently. Discrimination for the sake of it is,
however, highly unlikely. If women are paid less than men, why
not make some men redundant and only employ women, thus
increasing profits? One would expect this process to lead to a
reduction in the pay gap – indeed, the process could go on until
the gap was eliminated. If there really is a pay gap between men
and women caused by discrimination then shareholders will pay
a heavy price!
So, discrimination is not a good candidate for explaining the
difference between the wages of men and women. Perhaps supply
factors are more important.
The author of this monograph lucidly examines the evidence
and finds that the free choice of men and women who are seeking
employment – as well as earlier educational choices and the
choices they make regarding their domestic arrangements – are at
the heart of differences in pay levels. This conclusion is profoundly
important. If we assume that the pay gap is caused by discrimination and, as a result, bring in yet more onerous regulations to add
to the regulations that we already have, then we make the employment of both men and women more expensive. This will increase
unemployment – especially among women – lower average
wages and raise business costs. Indeed, it is proponents of antidiscrimination legislation, and not the classical economists who
oppose it, who are treating women as mere economic units with
9
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no independent personal, non-economic preferences. If policies
are enacted that close off options for women (or men) to enter
lower-paid, part-time work at a convenient location, in jobs often
chosen for social reasons rather than because they match the skills
and experience of the applicant, then such women will either have
no employment or will have to enter the world of formal, wagemaximising, full-time employment, which they may wish to avoid.
By ignoring the supply side of the equation, those who would want
to abolish wage differences end up ignoring the subjective preferences of all those who offer their services in the labour market.
There has been much further action following the Equal Pay
Act to legislate away freedom of contract in the labour market.
Some health and safety legislation, minimum holiday requirements, the minimum wage and even the regulations that prevent
footballers’ long-term contracts from being enforceable are all
based on the false assumption that terms and conditions of
employment are determined only by employers and not by both
employers and employees to their mutual benefit. Professor
Shackleton’s monograph is a vital contribution to the debate not
just on the so-called gender pay gap but, indirectly, on a whole
host of other regulations that cause unemployment, depress wages
and impose uniformity on a diverse population.
The author concludes that ‘we should make far less of a song
and dance about the gender pay gap’. This is certainly true, and
the author’s analysis proves his point convincingly. Perhaps we
should even celebrate the pay gap as reflecting a labour market
which, despite all the restrictions imposed upon it, manages to
produce jobs that reflect the diverse talents and preferences of a
heterogenous population.
The views expressed in this monograph are, as in all IEA
10
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publications, those of the author and not those of the Institute
(which has no corporate view), its managing trustees, Academic
Advisory Council members or senior staff.
philip booth
Editorial and Programme Director
Institute of Economic Affairs
Professor of Insurance and Risk Management,
Sir John Cass Business School, City University

August 2008

11

Acknowledgements

The author is grateful for assistance and advice from Thalia
Arygropoulos, David Henderson, Giorgio di Pietro, Clive
Pritchard and Peter Urwin.

12

	SUMMARY

•	There is a sizeable gap between the average hourly earnings of
UK men and women working full time: this is the gender pay
gap. The gap has, however, declined over time and is expected
to decline further given demographic trends and changes in
women’s qualifications. It could even go into reverse.
•	The view that the UK has a particularly large gender pay gap
by international standards is misleading. The gap is anyway
only one indicator of women’s economic status. Its size is not
necessarily related to other indicators of sex discrimination
and it can increase or decrease for reasons that have nothing
to do with employers’ behaviour.
•	The pay gap may partly reflect compensating differentials:
men’s jobs may typically have disadvantages that are reflected
in higher pay. Women report greater job satisfaction than
men.
•	There is little evidence of direct discrimination by employers
against women. Discrimination is often inferred from the
unexplained residual in econometric analyses of the causes of
the gender pay gap.
• When attitudes and preferences, as well as objective
characteristics such as work experience and qualifications, are
brought into the picture, however, most of the pay gap can be
explained without reference to discrimination.
13
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•	There is a larger gender pay gap for women working part
time. These women tend to work in a narrow range of
occupations; when this is taken into account the ‘part-time
penalty’ shrinks to small proportions.
• Policies to reduce the gender pay gap seem unlikely to have
much impact. The most significant policy, enforcing pay
audits and equal pay reviews across the economy, could cause
damage to the economic position of many men and women,
and increase costs to business.
•	There are other pay gaps which can be defined, by ethnicity,
religious belief and disability, for example. Changes in the
size of these gaps, and in more general measures of social
inequality, may be in conflict with changes in the gender pay
gap.
• Following from this, there is now so much variation in
lifestyles and economic behaviour within the male and female
populations that simple comparisons of average male and
female pay are increasingly irrelevant.
•	The conditions that would have to be met for a pay gap
between men and women not to exist are impossible to
achieve, although the gap can in principle be positive or
negative.
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Should We Mind the Gap?
Gender Pay Differentials and Public Policy

1 INTRODUCTION

The market economy continually creates jobs on which our
prosperity depends. But it also creates a pattern of pay differentials which many of us dislike – whether it is low pay for those
doing unglamorous but important jobs in our society, or very high
pay for people who do not seem to contribute much. We complain
about some older workers being poorly paid, or perhaps younger
people should be better rewarded? Nurses and teachers should be
paid more, many of us feel; footballers and City traders should be
paid less. Some workers from minority ethnic groups do not seem
to be paid as much as white workers, and people feel guilty and
concerned about this. The list of worrying issues associated with
pay can be extended indefinitely.
But the most discussed pay issue does not concern relatively
small groups of the working population. Rather it concerns all of
us, men and women. Ever since the Equal Pay Act was passed in
1970, the gender pay gap – loosely, the difference between male
and female earnings – has been a major focus of attention in the
UK. In the last few years policymakers’ concern has increased.
Despite a continuing fall over time in most measures of male–
female differentials, the persistence of a pay gap disturbs many
commentators.
The government-appointed Women and Work Commission claimed in 2006 that the UK’s gender pay gap was among
19
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the largest in Europe and argued that women’s work was being
systematically undervalued because of occupational segregation.
By removing barriers to working in more lucrative occupations
and by increasing female participation in the economy, not only
would social justice be promoted, but output would be increased
by up to 2 per cent of GDP. More government action was called
for.
The language of this debate can get very heated. Margaret
Prosser of the Equality and Human Rights Commission has
asserted that ‘Women who work full-time are cheated out of
around £330,000 over the course of their lifetime’. Similarly,
the Fawcett Society asserts that ‘women who work full-time are
ripped off by £4,000 a year due to the pay gap’. TUC general secretary Brendan Barber says, ‘It is completely unacceptable that . . .
women are still being paid less than men.’ A TUC report makes
the alarming claim that ‘there is a cost to the economy of the
underutilisation of women’s skills in excess of £11 billion a year’
(TUC, 2007).
And it isn’t just the political left. Not to be outdone, the
Conservative Party says that there is ‘a strong business case for
employers to ensure equal pay across the workforce’, and argues
for a range of new measures, including compulsory pay audits
for those employers found by an employment tribunal to have
discriminated (Conservative Party, 2007). There is already a
requirement1 that all public sector employers conduct such audits
and develop measures to move towards equality. Many seek to
extend this duty right across the economy.

introduction

One such person is Ken Livingstone, the former London
mayor. In the run-up to the recent mayoral election, reacting to
a report on the pay gap in the capital, Mr Livingstone claimed
that it would not be closed unless ministers introduced ‘tough
new laws’; failing this, there would be a ‘serious impact on the
future economic growth of the city’. His Liberal Democrat rival,
Brian Paddick, declared that ‘this pay gap isn’t an anomaly, it’s a
disgrace’. He regarded Livingstone’s comments as ‘too little, too
late’, and suggested that the mayor had previously ‘failed dismally
to address the issue’. The eventual winner of the mayoral contest,
Boris Johnson, was more circumspect, but even he felt it important
to reiterate his belief that equal pay was a ‘fundamental principle’
that had to be strictly enforced.
Parliamentarians have also commented on the pay gap. Introducing a report from the Business Regulatory Reform Select
Committee in February 2008, Judy Malabar, MP, spoke of the
‘worryingly stubborn pay gap’. The Select Committee report called
for further government action. Fear of such action had earlier led
the usually strongly pro-market Institute of Directors to argue that
the gap between the pay of male and female company directors
was ‘wholly unacceptable’ and that companies needed to put their
house in order if they were to avoid further regulation.2
In June 2008, the government responded to this climate of
opinion by announcing its intention to develop further measures
to promote equal pay in a forthcoming Equality Bill.
The UK is far from being alone in this concern. Most
2

1

20

Under the Equality Act 2006 the ‘Gender Duty’ requires public bodies to eliminate unlawful discrimination, including unequal pay, and promote equality of
opportunity between men and women.

http://press.iod.com/newsdetails.aspx?ref=308&m=2&mi=62&ms. The Institute of Directors normally defends the freedom of firms to set their own pay, but
in this press release seems to want to stress that it feels it cannot justify gender
pay differentials.

21
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developed countries have some form of legislation covering sex
discrimination and equal pay, in some cases much more strongly
interventionist. Yet despite this, in almost every country men
continue on average to earn more than women. The OECD has
described this as evidence of ‘under-utilisation of women’s cognitive and leadership skills’, and has claimed that ‘at least 30% of the
wage gap is due to discriminatory practices in the labour market’.
In Europe, ‘equal remuneration for equal work as between men
and women workers’ was enshrined in the Treaty of Rome.3 But
50 years later, in July 2007, the European Commission reported
the persistence of a large pay gap. This indicated ‘an unacceptable
waste of resources for the economy and society which prevents the
productive potential of women from being fully realised’. Employment Commissioner Vladimir Spidla said that this was ‘an absurd
situation’, necessitating changes to employment law and better
application of existing law.4
Mr Spidla is in what is probably a very large majority of people
who think that governments should do more. A poll conducted
for the UK’s Public and Commercial Services Union in early 2008
found that as many as 88 per cent of respondents believed it to
be the government’s responsibility to close the pay gap. So we
have a strongly supported view that the market-generated pay
differential between men and women is unfair and inefficient, and
that governments have the power and the moral obligation to do
something about it.
For many, these propositions are axiomatic and
3
4

22

introduction

unquestionable. They need closer examination, however. People
in this country now broadly, if often reluctantly, accept that the
free market is the best available way to organise economic activity.
Belated realisation of this by the Labour Party was the basis of
its electoral successes after 1997. So why exactly does the market
apparently get things so badly wrong in relation to women’s
pay? And, if it does, can government redress things? It is not selfevident. Belief in the competence and efficiency of governments
is at a very low level, and not only in this country. As already
remarked, no government, anywhere, has succeeded in elimin
ating the pay gap – despite much time, money and energy being
devoted to the cause. So what can governments actually do?
This paper spells out the key facts about the UK’s gender pay
gap and its development over time, looks at it in an international
context, considers various explanations of the phenomenon and
reflects on policies proposed to reduce or eliminate it. Ultimately
the question we end up with is a controversial one: should we
really mind the gap?

In 1999 the narrowing of the gender pay gap was made part of the European Employment Strategy, reinforced in 2003 by a call for member states to formulate
targets to narrow it.
BBC website: http://news.bbc.c.uk/2/hi/europe/6904434.stm.
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Figure 1

2 WHAT IS THE GENDER PAY GAP IN THE
UK?

25

20

15

There are many ‘pay gaps’ that we could define and measure.
To begin with, we must decide the relevant unit of comparison
between men and women’s pay. You might think we should take the
gap in weekly, monthly or annual earnings as this is the way most
of us think about our pay – but men work longer hours on average
and so could legitimately be expected to be paid more, other
things being equal. So hourly earnings are the most commonly
used comparison. Because, for reasons discussed later, part-time
hourly earnings are lower in the UK than full-time hourly earnings,
comparisons are most commonly given between men and women
who work full time. The Office of National Statistics (ONS) also
prefers to use hourly pay excluding overtime, as overtime normally
carries a premium and men work more overtime than women.
The big picture

24

Measured as mean male earnings minus mean female earnings, expressed as a
percentage of mean male earnings: [(Em – Ef)/Em]*100. The data used are from the

Mean

Median

10

5

0
1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Note: See explanation in note 1. These figures are for full-time hourly earnings excluding overtime.
Source: Author’s calculations from Office of National Statistics data

misunderstood, even by people who really should know better.
For example, the Financial Times recently wrote2 that ‘men in fulltime jobs are still paid on average 17% more than women in equivalent full-time posts’. Not so: women do different jobs from men

These particular choices of indicator can be contested. So can
the choice of which ‘average’ to take. International comparisons
usually involve the mean, and this is certainly the most commonly
quoted figure. On this basis, the UK’s gender gap in hourly earnings1 was 17.2 per cent in April 2007. This figure is frequently
1

The full-time gender pay gap in the UK

2

Annual Survey of Hours and Earnings (ASHE), which replaced the long-running
New Earnings Survey in 2004. This survey uses a sample of employee jobs taken
from HM Revenue and Customs PAYE records. This means the data are more
reliable than in surveys that question employees directly: people are often hazy
about what they earn. There is, however, little personal information to facilitate
decomposition of the earnings gap, which we discuss later. So for some purposes
we use other data sources, notably the Labour Force Survey, which questions
households directly about pay but also asks many other questions about personal
and job characteristics.
26 June 2008.
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and the pay gap figure does not relate to identical employment, as
we shall see.
Be that as it may, what has happened to the gap over time?
It is difficult, in view of changes in data sources and sampling
methods, to make exact comparisons, but the equivalent figure for
the mean pay gap in 1970 was probably about 38 per cent. It has
declined steadily if unspectacularly for many years, as illustrated
for the last decade by Figure 1.
The mean does not necessarily convey the typical experience
of participants in the labour market, however, as it is distorted by
a small number of people with very high incomes, most of whom
are likely to be male. An alternative measure is the median, the
earnings figure below which half the sample population falls. This
is the measure of the pay gap which the ONS prefers to quote: it
was 12.6 per cent in 2007. As with the mean, the median gap was
at its smallest recorded level.3
The mean and the median are what statisticians call
‘measures of central tendency’ – they give us some idea of the
experience of people in the middle of the income distribution.
But we shouldn’t ignore the position at the extremities of the
distribution: the pay gap for the bottom decile (the lowest-paid
10 per cent of the employed population) is about half that for
the top decile (Connolly and Gregory, 2007). In general, changes
that affect the extremities of the distribution will also affect the
overall gender pay gap. So the introduction of the minimum
wage, which disproportionately affected the pay of women,
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probably contributed to the narrowing of the overall pay gap.
Other indicators are used in the gender pay debate. One area
often highlighted is that of part-time earnings. While women’s
mean part-time hourly earnings are actually higher than those of
male part-timers,4 they are a small fraction of those of male fulltimers. This version of the pay gap stood at 39 per cent in 2007,
and unlike the other pay gaps mentioned so far, the part-time gap
has shown little downward trend over time. Activists claim that
women suffer a ‘part-time penalty’: this is much discussed in the
academic literature and will be commented on later.
Variations

These highly aggregated measures conceal very considerable
variations in the size of the pay gap from group to group within
the population.5 For example, the mean full-time pay gap in the
private sector is much higher (at 22.3 per cent) than that in the
public sector (13.6 per cent). This is not surprising given the much
more compressed pay scales within the public sector, where the
lowest pay tends to be well above the minimum wage and top
executive and managerial pay is relatively modest by comparison
with leading multinational companies. Variation between average
male and female public sector pay is thus smaller, other things
being equal. This implies that the higher the proportion of the
workforce employed in the public sector, the lower is likely to be
the economy-wide gender pay gap.6
4

3	This may seem a trivial point, but it matters when these figures are used rhetorically. In 1998, for example, the UK had the largest mean gender pay gap among
nineteen OECD countries. Using the median measure, however, seven of these
countries had larger pay gaps than the UK (OECD, 2002: 97).

26

Women part-time workers are typically older than male part-timers and are employed in a wider range of fields, including some high-paying ones such as professional occupations.
5	See Daniels (2008).
6 Women are much more likely than men to be working in the public sector. Over
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This point is reinforced when looking across industries.
Whereas the mean pay gap for those employed in education,
almost entirely in the public sector, is 12.5 per cent, that in financial intermediation stood at 40.3 per cent in 2007.
Looking at variations between occupations, we see that the
mean gap in 2007 was narrowest, at 7.3 per cent, for sales and
customer service occupations and widest, at 26.8 per cent, for
managers and senior officials. These figures should not surprise
us, given the differences in the range of pay in different occupations. There are also big differences in the gender pay gap between
regions. In 2007, the region with the largest median pay gap, 15.9
per cent, was the South-East, while the smallest was Northern
Ireland at 2.8 per cent. These differences reflect the differing
patterns of industrial and occupational employment in the
regions.
Company size is also a factor. The median pay gap for companies with fewer than 25 employees was 12.4 per cent but rose to
18.4 per cent for those employing between 25 and 49 (Leaker,
2008).
Turning to personal characteristics, the most obvious point to
make is that the pay gap differs with age.7 It should be emphasised
7
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a third of all female employees work in the public sector, compared with just 16
per cent of men (Platt, 2006).
It is always important to remember this; in all economies, pay bears a relationship to age. In the UK, women’s earnings tend to peak in the 35–44 age group,
while men’s peak between 45 and 54. Failure to grasp this can lead to some confusion where changes in behaviour are occurring in younger age groups. An interesting example concerns ‘anchors’ on US television news programmes. One
study found that on average male newscasters were paid 38 per cent more than
females – a huge gender pay gap. But disaggregation showed that, within each
age group, women were paid more than men. What was happening was that a
large majority of young people (reflecting the gender composition of Commun
ications and Media college courses) entering the job were women. These young
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that in the younger age groups, 18–21 and 22–29, both mean and
median measures of the gap are low; for 22–29-year-olds, the
median gender pay gap was less than 1 per cent in 2007.8 The gap
rises with age, peaking in the 40–49 age group but remaining quite
high until retirement age. This pattern combines both ‘life-cycle’
and ‘cohort’ effects. The first reflects the fact that the majority
of 22–29-year-olds are actively pursuing careers. As they move
into their thirties and forties, more of them are taking time out
of the labour market to have families; when they return, it’s often
at lower pay relative to their male counterparts who have been
continuously employed and will have progressed up the career
ladder. Thus the pay gap widens over their working lives for men
and women born in the same year.
There is also, however, a cohort effect as today’s younger age
groups of women are much better educated than their predecessors (girls and young women now clearly outperform boys and
young men at school and university); they are delaying starting
families; and they are spending less time out of the workforce
when they do have children. This suggests that, as these groups
age, the life-cycle effect will be less marked. The aggregate pay gap
is likely to continue to decline, perhaps quite sharply.9
Something else worth flagging up is that there are variations in
the size of the pay gap by domestic status. Single women earn as
women, on lower salaries, pulled down women’s average pay relative to that of
older men. ‘Gender gaps and factors in television news salaries’, www.missouri.
edu/~jourVS/tvpaygo.html.
8 Indeed, data from the Labour Force Survey suggest that the median pay gap is
actually negative for this age group – in other words, women in full-time employment earn more than men (Leaker, 2008).
9	The net result of the life-cycle and cohort effects will also depend on the relative
size of different age cohorts.
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much on average as single men, and indeed women in the middle
age groups who remain single earn more than middle-aged single
males. Moreover, a number of studies have established that, after
controlling for relevant characteristics, married or partnered men
earn markedly more than single men – although married women
earn less than single females (Polachek and Siebert, 1993; Polachek
and Xiang, 2006).
The fact that single men earn less than partnered men, other
things being equal, is worth reflecting on. It is difficult to believe
that employers discriminate against single men; this suggests that
what we might call the ‘partnered pay gap’ is more likely to be
caused by unobserved characteristics and attitudes of the different
groups. Partnered men, with successes in the mating game, may
be more confident and go-getting individuals. Or it may be that
they attach more importance to building their careers if they have
or intend to have a family. This is our first lesson: that pay gaps
between groups are not necessarily the result of discrimination.
We will frequently return to this point in different contexts.
As Table 1 shows, the addition of children intensifies differences in the pay gap10 between different groups of men and
women. Married men with children receive higher hourly pay,
part of a picture where family responsibilities place a premium
on the need for higher male earnings if, as is still usual, women
take time out of the workforce. They also work longer hours: UK
men with no children work an average of 42.9 hours a week, while
those with a pre-school child work 47 hours. By contrast women
10	These figures are not strictly comparable with others quoted above as they are
based on Labour Force Survey data: the ASHE does not include much information on the personal characteristics of individuals. The Labour Force Survey figures give a slightly lower estimate of the overall pay gap than that derived from
the ASHE.

30

w h at i s t h e g e n d e r pay g a p i n t h e u k ?

with no children work 38.3 hours; those with a pre-school child
25.4 (Paull, 2008).
Table 1 Median hourly earnings and gender pay gap of full-time
working-age employees, April–June 2007
Median hourly
earnings £ –
male
All
Married/cohabiting/
partner
Single/widowed/
divorced/
separated
No dependent children
1 dependent child
2 dependent children
3 dependent children
4 or more dependent
children

Median hourly
earnings £ –
female

Gender pay
gap %

10.70
11.54

9.47
9.87

11.5
14.5

8.72

8.82

–1.1

10.23
10.63
12.49
11.54
11.22

9.41
9.32
10.63
9.35
7.24

8.0
12.3
14.9
19.0
35.5

Source: Labour Force Survey data, from Leaker (2008)

There is a final important point to make in this rapid sketch
of the stylised facts of the pay gap: we have to pay attention to
the ethnic heterogeneity of the male and female population of
this country. The UK now has a sizeable minority ethnic population, and generalising about ‘men’ and ‘women’ misses the fact
that different groups of women have very different labour market
experiences from each other, as do different groups of men. The
figures in Table 2 indicate that there are ‘ethnic pay gaps’ which
are at least as significant as the gender pay gap.
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Table 2 Mean hourly earnings and gender pay gap in full-time work,
2001–2005
Ethnic group
White British
Indian
Pakistani
Bangladeshi
Black Caribbean
Black African
All minority
groups
All ethnic groups

Male earnings (£)

Female earnings
(£)

Pay gap (%)

11.59
12.45
9.32
7.05
10.34
10.17
11.07

9.65
10.28
8.31
8.94
10.50
9.38
10.07

16.7
17.4
10.8
–26.8
–1.5
7.8
9.0

11.57

9.73

15.9

Note: All earnings figures in 2005 £s
Source: Labour Force Survey data, calculated from Platt (2006)

This table gives further food for thought.11 Notice in particular how it shows two ethnic groups where the gender pay gap is
apparently reversed, with Black Caribbean men earning less than
Black Caribbean women and Bangladeshi men getting less than
Bangladeshi women. The main reasons for this are instructive for
later analysis of the pay gap. Black Caribbean women are better
qualified than their male equivalents; they do markedly better
in school and university. Black Caribbean women are also more
likely to be the sole household earner than is the case in other
11
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In the paper by Platt (2006) from which these figures are taken, pay gaps are presented differently: they are all reckoned by comparison with white British males.
This seems an odd approach, though perhaps revealing of the belief that white
British males as a group are particularly privileged. In fact there are huge vari
ations in the pay of white British men, many of whom are paid very badly. Note
that men of Indian ethnicity earn markedly more on average than white British
men.

ethnic groups; they are therefore likely to be more committed to
advancing in the labour market. The issues with Bangladeshis are
rather different. Bangladeshi women have a very low propensity
to be in the workforce.12 Those working in the labour market are
likely to be disproportionately those who are more highly educated
– doctors, teachers, pharmacists, for example – than the average
Bangladeshi woman – and very likely more highly educated than
the average working Bangladeshi man.
These examples show how analysis of the UK gender pay
gap requires an understanding of quite complex interactions of
culture, behaviour and labour market activity. They also illustrate that the ‘headline’ pay gap on which the media focus is only
one indicator of women’s labour market status and should be
seen alongside data on their participation and employment. The
examples also undermine the lazy assumption that women are
an undifferentiated group suffering disadvantage in relation to a
similarly undifferentiated group of men. The reality is far more
subtle – as indicated, incidentally, by the fact that in 29 per cent
of UK households women earn as much or more than their male
partners (BERR, 2008: 11).

12	Over 70 per cent of UK working-age women of Bangladeshi origin are economically inactive.
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Figure 2

3 INTERNATIONAL COMPARISONS

25

Female labour force participation* and the gender pay
gap† in nineteen EU countries, 2006

f(x) = 0.38x – 9.34
R? = 0.33

We noted that the UK appears to display a relatively large
gender pay gap in relation to other countries. This needs to be
qualified. There are considerable data problems when comparing
different countries: for example, the ASHE method of using tax
records would not be as reliable in countries such as Greece and
Italy, where evidence suggests that there are high levels of tax
evasion (European Commission, 2004). Nevertheless, compar
isons are inevitable and other sources of data, normally Labour
Force Surveys, which are conducted on a comparable basis across
Europe, can be used. The most recent data for 2006, published
by Eurostat, suggest that only Germany, Cyprus, Estonia and
Slovakia among EU countries have a larger mean gender pay
gap.1
But does this mean that women are getting a particularly
raw deal in the UK? Not necessarily. For one thing, as discussed
earlier, taking the median rather than the mean pay gap would
alter the relativities between countries. We also need to be aware
that the pay gap, a highly aggregated statistical measure, is driven
by factors that are not immediately obvious to the casual observer.
For example, one simple but important point to make is that you
1	All European countries show a ‘raw’ full-time gender pay gap. This gap has, however, been falling in size over time across the EU (European Foundation for the
Improvement of Living and Working Conditions, 2006).
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†The figures used to calculate this are full-time gross hourly earnings; note that this is a slightly
different measure from that used in Figure 1 because of the need for comparability with data from
across the EU.
Source: Eurostat

have to be working before your pay enters the picture. There is
known to be a positive correlation between the female labour
force participation rate and the size of the gender pay gap (OECD,
2002), as illustrated in Figure 2.
Countries such as Italy and Spain, with low female participation rates, do not have the sort of flexible labour market that
makes it worthwhile for employers to incur the costs of taking
on low-skilled employees and for low-skilled workers to seek
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2	To take an extreme example of this phenomenon from outside Europe: Bahrain
appears to have a positive gender pay gap of around 40 per cent. That is, women
on average earn much more than men. Very few women work, but they are concentrated in well-paid jobs (ITUC, 2008: 12).
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Figure 3

The gender pay gap* and national perceptions of gender
discrimination† in the EU, 2006
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highly taxed jobs. So most females who work in Spain and Italy
are likely to be relatively highly skilled and educated; the others
find it difficult or financially unrewarding to get work.2 The consequence is that these countries’ gender pay gaps are small, because
they compare the earnings of men of all skill levels with those of
a minority of relatively highly skilled females. By contrast, countries such as the UK, Germany and Denmark, which provide many
opportunities for relatively low-paid work for women, exhibit
larger gender pay gaps. Seen in this context, the pay gap should
not be used in isolation to summarise a country’s degree of gender
equality or inequality – the same point we made in relation to
Bangladeshi women in the previous chapter.
The point is further driven home by the Eurobarometer
findings illustrated in Figure 3. Survey respondents across the
European Union were asked in 2006 to say whether they believed
sex discrimination in their country to be very widespread, fairly
widespread, fairly rare or very rare. Italy and Spain, despite
their modest pay gaps, were at the top of the league in terms of
perceived discrimination, with 56 per cent and 55 per cent of
respondents respectively saying it was fairly or very widespread in
their country. By contrast the perception of discrimination in the
UK was down at the EU average of 40 per cent, while Germany,
despite having the largest gender pay gap among the major
EU countries, reported an extremely low figure of 21 per cent
(European Commission, 2007).
If the gender pay gap isn’t a perfect indicator of a country’s
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†Percentage of population saying gender discrimination in their country is ‘widespread’ or ‘very
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Source: Eurobarometer

gender equality, neither is a reduction in the gender pay gap an
unambiguously good thing. Was it really a cause for celebration
when in eastern Germany, after the Berlin Wall came down,
there was a ten-point fall in the aggregate pay gap? For this was
largely a consequence of the exit of large numbers of the lessskilled female workforce into unemployment or inactivity (Hunt,
2002). Or, to hypothesise something nearer home, would it be a
bad thing if female labour force participation rose in the Bangladeshi community – even though this would almost certainly tend
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to increase the gender pay gap, at least in the short run, as lessqualified women entered the workforce?
Many studies have looked for regularities in cross-country
comparisons. Among other findings, it seems that the size of a
country’s gender pay gap is positively associated with its fertility
rate, with the husband–wife age gap at first marriage, and the
marginal rate of income tax.3 These findings make sense when
they are thought through. The higher the fertility rate, the greater
the average number of children in a marriage or partnership, and
the longer time a woman is likely to spend out of the workforce
– meaning that on her return she is likely to have missed out on
job progression and promotion opportunities, and may find her
skills have depreciated. The higher the husband–wife age difference, the more likely it is that the husband will be earning more
than the wife, and so the domestic division of labour will reflect
this position, with men specialising in labour market activity and
women focusing on domestic activity (any alternative allocation of
labour tending to reduce the total household income). The higher
the marginal tax rate, the less attractive it will be for women who
expect to spend time out of the workforce to invest in education, training and other forms of human capital, and hence their
earning power will be lower.
Finally, there seems to be some evidence of a negative association between the pay gap and the degree of compression of
the wage structure.4 Again this seems plausible: it is the same sort
of principle which produces a smaller UK gender pay gap in the
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public than in the private sector, as mentioned earlier. The greater
the spread of a country’s earnings distribution,5 the greater the
possible size of its pay gap (while it is theoretically possible for the
female and male earnings patterns to produce a large mean pay
gap in an otherwise compressed distribution, this is unlikely as
such patterns of earnings are rare).
International comparisons, therefore, suggest that the UK’s
gender pay gap is not uniquely large, and again emphasise that
additional indicators are necessary in order to make proper
comparisons. Variations in demographic factors as well as more
narrowly economic considerations are relevant.

5
3
4
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Polachek and Xiang (2006).
Blau and Kahn (1992). But note that the OECD has recently commented that ‘this
appears to be essentially due to a few countries with wage dispersions far from
the OECD average’ (OECD, 2008: 147).

Many factors will shape the overall pay structure and thus the degree of compression. These will include the industrial structure and the extent of competition. Different collective bargaining regimes may also have an impact. In France,
for example, where over 90 per cent of pay is collectively bargained for, unions
clearly play more of a role in shaping the pay structure than in the UK.
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4 THE LEGAL POSITION

Equal pay has been a feature of UK law since 1970, when the
Equal Pay Act made it unlawful for an employer to treat men and
women unequally in terms of pay and conditions, whether this
was intended or not – although a five-year period of grace meant
that this did not become operative until 1975. On joining the
European Community (later the European Union) in 1973, the UK
also signed up to European law, established under the Treaty of
Rome, Article 119 (later Article 141) of which established the ‘principle of equal remuneration for equal work as between men and
women workers’. The adoption of European law strengthened UK
legislative provision, as Article 141 adopts a rather wider definition of remuneration than the Equal Pay Act. As a consequence,
it was a European Court of Justice ruling which brought pension
schemes within the scope of pay equality.
The Sex Discrimination Act 1975 made unequal treatment
unlawful in other aspects of employment, for example recruitment, promotion, transfer between jobs, training, redundancy
and dismissal. All these factors, of course, have implications
for pay and are thus relevant to the gender pay gap.1 The Act
1	The Act, or later amendments, also covers such matters as sexual harassment
at work – when action can be brought against fellow employees as well as employers. Trade unions can also be named where their practices are thought to be
discriminatory. Various forms of potential discrimination outside the workplace
– for example, in universities and schools, social clubs and places of entertain-
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also established the Equal Opportunities Commission (EOC),
tasked with monitoring the implementation of the law, advice on
promotion of equal treatment of men and women and assisting
complainants. The EOC, merged in 2007 with the Commission for
Racial Equality and the Disability Rights Commission to form the
Equality and Human Rights Commission, was for many years also
a major propagandist for further extensions of equality.
The European Equal Pay Directive, incorporated without
much enthusiasm into UK law by the Thatcher government in
1983, established that the principle of equal pay covers ‘the same
work or . . . work to which equal value is attributed’, a principle
that has much wider implications for pay determination, for
women have historically tended to work in different jobs from
men. The concept of equal value, also known as ‘comparable
worth’, is discussed later in this paper.
In the UK further legislation has promoted equality in the
workplace, most recently through the Gender Equality Duty,
which from 2007 has required all public authorities (vaguely
defined, but going way beyond central government and local
authorities to include the NHS, schools and universities) to
promote gender equality and remove all remaining sex discrim
ination. In addition there is a right for employees to question their
bosses about how their pay compares with others in the organisation doing similar work.2
ment, and in the provision of goods and services – are also covered.
2	A complainant can ask an employer for answers to specific questions about pay
in a standard format. Employment tribunals can draw adverse conclusions from
incomplete or evasive answers. In June 2008 the government announced that it
would legislate to create further openness in pay. In a peculiar, though perhaps
revealing, expression, Harriet Harman, Minister for Women and Equality, called
this ‘empowering the resentful’ (Financial Times, 26 June 2008).
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Equal pay claims
You can make a claim for equal pay by comparing your job
with that of a member of the opposite sex (‘the comparator’)
in three ways:

Like work
Your job must be the same, or broadly similar: minor
differences will be examined to see whether they justify
different pay.

Work rated as equivalent
A valid job evaluation scheme, compatible with the Equal Pay
Act, has rated your job as equivalent to the comparator.

Work of equal value
Your job has not been evaluated, but (though it can be very
different in nature) is claimed to involve the same level of
skills as that of the comparator: an employment tribunal will
appoint an independent expert to evaluate the job.
The comparator must be a person of the opposite sex.
Note that men can claim equal pay with a better-paid
female: though such cases are rare, they are not unknown.
A comparator could be a predecessor (or a successor) in the
same job role. He or she must be employed by the same or
associated employers, though the full meaning of this has
still to be established because of ambiguities between UK
and European law. Comparisons can be made with different
elements of a contract. For instance, you can make a case if,
although your basic pay is the same as your comparator, you
receive a smaller bonus.

the legal position

An employer contesting a claim has to prove that the
difference between your pay and that of the comparator
results from a ‘genuine material factor’ other than gender.
Such a factor cannot arise from indirect discrimination (e.g.
the requirement to possess a particular qualification which is
not strictly necessary and which one gender is less likely than
the other to possess). Possible defences might include market
conditions, movements up an incremental pay scale, previous
job evaluations or pay protection under a ‘red circling’
arrangement – though in each of these cases tribunals and
the courts have taken a narrower view over time as to what is
a permissible defence.
A finding in your favour can lead to a rise in pay to that of
the comparator, plus compensation in the form of back pay
for up to six years.

Other legal initiatives with relevance to equal pay include
maternity rights. The Employment Protection Act of 1975 first
introduced statutory maternity pay and job protection for a
limited period during maternity leave for women who had been
with their employer for two years (full time) or five years (part
time). A 1994 European Court of Justice decision extended rights
to all women who have worked during pregnancy. The period of
paid leave has been extended more than once – to 26 weeks in
2005 – and women can also take further unpaid leave and still
retain job protection.3
There is also a right to take time off work for caring
3	Some limited paternity leave was introduced in 2003 but has been little used.
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responsibilities and a right to request ‘flexible working’. This was
introduced by the Conservatives in the Employment Rights Act
of 1996 and has since been extended. It is discussed later in the
paper.
All these provisions are likely over time to affect pay by making
it easier for women to retain their existing employment following
childbirth. Women are therefore less likely to lose out by having
time out of the workforce and possibly having to return at lower
rates of pay (see Chapter 6).
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5 EXPLAINING THE OVERALL PAY GAP

We have now established the salient facts about the UK pay
gap, and the way in which it is subject to law. In this chapter
various possible explanations for the differences in male and
female earnings are examined.
We should begin by asking what determines pay, in general
terms, in a competitive market. In such a market we would not
expect everybody to earn the same. In the short run, wages are
determined simply by supply and demand. If there is a sudden
increase in the demand for construction workers because a new
underground line is being built, and a limited supply of those
with the necessary skills, wages will rise. But in the longer term,
more workers will be attracted into construction, perhaps from
abroad, or workers in other occupations will retrain. Longer term,
it is possible that big pay differentials can persist if people possess
unique skills or talents in high demand – Cristiano Ronaldo,
Madonna or even Jonathan Ross. More controversially, high pay
can be maintained if there are restrictions on entry into a field of
employment. Sometimes this will be the result of legal barriers to
entry into a profession – doctors or lawyers, for example – but it is
often boosted by professional bodies or trade unions, which lobby
for higher barriers to entry to protect their privileges.

45

should we mind the gap?

Compensating differentials

Even where people are free to enter a well-paid field of employment, however, they may not choose to do so. Long ago Adam
Smith, in his Wealth of Nations, spelt out several reasons why
some workers consistently earn more than others. His reasoning
forms the basis for the modern idea of ‘compensating differentials’ – where jobs that are unattractive may have to be rewarded
with higher pay if they are to attract sufficient workers.
One factor is what Smith called ‘the difficulty and expense’
of learning a job. Some forms of employment require years of
training, education and work experience – generically classed as
human capital (Becker, 1993). The acquisition of human capital
typically involves some cost to the trainee in terms of time and
forgone earnings, even if the direct costs are paid by the state or
the employer, and the worker will expect to be compensated by
higher pay. This is clearly relevant to discussion of the gender pay
gap, because women are likely to differ from men in relation to
their human capital.
Note, however, that the amount of extra pay required will
vary, Smith argues, with the ‘agreeableness or disagreeableness’
of the job. Apparently an academic job in a high-ranking research
department at Oxford carries sufficient kudos to offset the higher
salary obtainable in other universities (Booth et al., 2002). By
contrast, a cook on a North Sea oil rig, for example, will normally
be paid more than a similarly skilled cook working in a city. But
whether a premium is paid, and its size, will depend on the tastes
and preferences of individuals. If, over time, Oxford becomes overcrowded and less attractive as a city, the university will have to pay
more to attract the best academics. If lots of cooks develop a taste
for working at sea, their premium will diminish or disappear. This
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is pertinent to discussion of the pay gap, for women’s preferences
in relation to jobs may differ systematically from those of men, as
we shall see.
It is rarely discussed in the debate over the pay gap, but part
of the explanation for men’s higher average pay could well be that
there is a compensating differential for less attractive working
conditions.1 Men are more likely to work outside in all weathers.
They are more likely to work unsocial hours.2 Thirty-six per cent
of male managers work more than 48 hours a week; the figure for
women managers is only 18 per cent.3 Men suffer much higher
rates of industrial injury.4
Looking at the economy as a whole, we see that women’s
jobs are less at risk: in the three months from November 2007 to
January 2008, there were 3.4 redundancies per thousand female
employees; the figure for men was 5.3. Women are more likely
to get employer-provided training: 13.6 per cent of females had
received job-related training in the last four weeks in the third
quarter of 2007, as against 11.3 per cent of males. They have a
shorter commuting time to work (Women and Work Commission,
1

McNabb (1989) finds that, controlling for human capital variables, manual workers obtain a wage premium for inconvenient hours, job insecurity and unfavourable working conditions.
2	A larger proportion of men than of women work on Sundays, for example (Eurostat, 2008: 86).
3	Note that men do not work less overall, including domestic work, than women –
despite popular belief. National Time Use surveys indicate that men aged 25–44
spend slightly more time in total in work, both paid and unpaid, than women
(ibid.: 111).
4 In 2006/07, men were two and a half times more likely than women to suffer a
major injury at work. Davies et al. (2007) find evidence for a significant compensating pay differential for the risk of major accidents in, for example, process,
plant and machinery occupations in the UK. Grazier (2007) finds a similar result
for risk of death across a wider section of the employed population.
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2006) and take more time off work. No wonder, perhaps, that
they report greater job satisfaction than men (Booth and van
Ours, 2008).
The implication of this is that the ‘true’ gender pay gap may be
less than the measured one, as male pay may include an element
of compensation for less attractive working conditions. This is
ignored in many empirical studies and it is a serious omission.
Discrimination

Discrimination is often seen as an important explanation of the
gender pay gap. The concept needs some clarification before we
assess this belief.
Discrimination is a word that has changed its common
meaning. Whereas once it was seen as something worthy of praise
– as in somebody displaying ‘a fine discrimination’ between paintings or pieces of music – it now usually means something unfair,
unacceptable and, in an increasing number of cases, illegal.
Economic analysis of the subject effectively began with the
work of Gary Becker in the 1950s (Becker, 1957). In Becker’s
analysis, employers, fellow employees and governments may
engage in discrimination, which he interprets as an econom
ically unjustified preference for one group over another, such
that members of the favoured group would be more likely to be
given a job, to be paid more, or otherwise treated better than
another group or groups. Becker’s particular insight was that
this preference, this ‘taste for discrimination’, could be seen as
an end in itself, something that therefore entailed a ‘cost’ to the
discriminator. For example, employers might prefer to hire male
rather than female workers even if this were more expensive. In
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this respect Becker differed fundamentally from Marxists and
other critics of capitalism who saw discrimination as a means of
exploiting subordinate groups to the benefit of the discriminator.
If this taste for discrimination exists, it may be manifested
in the existence of a pay gap. This is not necessarily the case,
however. If rigorous laws prevent women being paid less than
men, discriminating firms may simply hire fewer women, but
they will be paid the same as men. So Becker’s analysis supports
the point made earlier in relation to Italy and Spain: the size of
the pay gap in itself does not say very much about the extent of
discrimination.
From Becker’s analysis, originally applied to racial differences,
it followed that discriminating firms would hire white workers, or
pay them a higher wage, rather than black workers of identical or
superior productivity characteristics. But, he reasoned, this behaviour would raise costs. If other employers who were ‘colour-blind’
entered the market, they would be able to undercut the discrim
inators and gain a competitive edge.
From this, Becker argued that, in a competitive market where
non-discriminators were free to enter, discrimination would be
unlikely to persist for long.5 It could be found where firms had
monopsony power;6 it could also be found where trade unions
exercised power to protect white workers against blacks, or, in our
5

6

Unless, as the OECD points out (2008: 151), discriminators differed systematically from non-discriminators in other ways that favoured their competitiveness
– for instance, displaying greater entrepreneurial ability. But there seems no obvious reason to suppose this to be the case.
Where a firm is the dominant employer in an area, it may be able to segment the
job market and pay different rates to different groups of workers without being
undercut by other firms. Such a situation could also arise if gender segregation
occurred as a result of employee job choice.
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context, men against women.7 But Becker, as a Chicago economist,
argued that market power to sustain discrimination is unlikely to
persist for any extended period if free entry of firms is allowed and
union power is limited. Therefore any sustained discriminatory
power is to be attributed to government interference in the free
market. Apartheid South Africa is an obvious example. And in the
USA, the so-called ‘Jim Crow’ laws in the South sustained labour
market discrimination for many years: when they were abolished
there was a big increase in the relative pay of black workers – the
reduction in the white/black pay gap since then has been relatively modest (Epstein, 1992).
In our current context, it should be remembered that government discrimination against women was often quite explicit in
the UK until the mid-twentieth century, with different pay rates
for men and women civil servants and teachers, requirements to
resign on marriage, and prohibitions on working at all in certain
jobs.
A quite different approach to the economics of discrimination was taken by Arrow (1972) and Phelps (1972). In their view,
employer discrimination was not the result of ‘tastes’ or simple
prejudice. Rather, it was a rational response to imperfect know
ledge about the characteristics of individual job applicants. This
led risk-averse employers to operate with stereotypes, which
7	There are certainly many instances in the past where unions have implicitly or explicitly protected groups of male workers against ‘dilution’ by females, and where
the demand for a ‘family wage’ focused on the male as household head. There is
some evidence from both the UK and Australia that the decline in union strength
since the 1970s is statistically associated with the decline in the gender pay gap
(Bell and Ritchie, 1998; Preston, 2003). More generally, to the extent that unions
protect ‘insiders’ from ‘outsiders’, and women are more likely to fall into the latter category, they may exacerbate the pay gap.
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might be accurate or inaccurate, of common group characteristics.
Suppose – and this is true, whatever its cause – that women on
average take more time off work than men for sickness, employers
might hold this against a female job applicant even if, unknown to
the employer, she as an individual had a low sickness risk. Such
‘statistical discrimination’ would be economically rational even if
unfair to individuals in particular cases.8
As in Becker’s reasoning, however, free competition ought
to reduce discrimination. Some firms might find it easier than
others to acquire more information about individuals, or would
be prepared to take a chance on them, because they faced different
cost and demand conditions. Not all firms, therefore, will behave
in the same way. Furthermore, individuals are not passive. They
can signal more information about themselves and market themselves more effectively to potential employers. One way they could
in principle do this is to offer to work for less pay during a trial
period. In most developed countries, however, such trial arrangements are difficult if not impossible because of legislation on equal
pay, minimum wages and employment protection. Again, governments may be part of the problem.
Some support is given to the common Becker and Arrow/
Phelps thesis that free competition tends to eliminate discrimination, while some forms of government intervention assist it, by
a paper by Polachek and Xiang (2006). These authors find that
8

It is possible to develop more sophisticated versions of statistical discrimination
in multi-stage career models. For example, Bjerk (2008) shows that equally skilled
workers from different racial or gender groups will have different probabilities
of accessing top jobs in organisations depending on differences in average skill
levels, the precision with which they can signal their skills prior to entering the
labour market, and the frequency with which they can signal their skills before
entry.
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countries with greater economic competition, as measured by the
Economic Freedom Index, display lower gender pay gaps. The
OECD has recently reached similar conclusions, with the added
insight that product market regulation may be an important
factor, by protecting disproportionately male ‘insiders’ from new
entrants. It finds that ‘regulatory barriers to competition explain
between 20% and 40% of the cross country/time series variation in
the gender wage gap’ (OECD, 2008: 161).
As overt discrimination is now illegal, direct evidence of its
existence is hard to come by. Some studies have used ‘correspondence tests’, where there is some limited evidence that matched job
applications from females and males elicit more interview offers
for males. Another example is that of ‘blind’ musical auditions
which suggest women do better if only their playing is heard.9
And careful documentation of practices in, for instance, construction indicates prejudice against female employees.10 But this sort
of evidence is sparse.
Those seeking evidence of discrimination might also point to
the large number of employment tribunal cases over sex discrimination and equal pay issues as evidence of the problem. It is
certainly true that the number of such cases has risen recently:
between 2004/05 and 2006/07, the number of sex discrimination cases accepted by tribunals rose from 11,726 to 28,153, while
equal pay cases rose from 8,229 to a massive 44,013. There has
been little detailed analysis of the growth of these cases, but it is
known that there were special factors associated with changes in
Goldin and Rouse (2000) find that women orchestral musicians are significantly
more likely to be hired when they are auditioned behind a screen so that their
gender is hidden.
10	Clarke et al. (2004).
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the law, and with the advent of ‘no-win, no-fee’ lawyers. It is interesting, incidentally, that a disproportionate number of these cases
are against public sector employers,11 although as we have seen the
gender pay gap is much smaller in the public sector. The majority
of these claims were multiple claims brought against local authorities and the NHS, paradoxically as a result of the introduction
of Job Evaluation Schemes aimed at closing the pay gap. This is
discussed in a later chapter.
Looking at the private sector, though, it is clear that only
a small proportion of equal pay and sex discrimination claims
succeed. The Women and Work Commission examined all private
sector equal pay claims from 2000 to 2004 and found that only 25
reached the decision stage, with applicants winning in only five
cases.
Despite their growing numbers, tribunal cases are brought
by only a tiny proportion of the workforce and cannot really do
much to explain the aggregate phenomenon of the overall gender
pay gap. They often concern procedural issues rather than more
fundamental matters: in the case of sex discrimination tribunal
claims they are often about issues such as sexual harassment,
bullying and other offences rather than issues directly related to
pay.
Econometric analysis of the pay gap

Given the limited evidence of direct discrimination, in trying to
analyse pay inequality researchers have increasingly concentrated

9
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Voluntary sector employers are also over-represented among tribunal respondents.
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on econometric work.12 A substantial literature is concerned with
separating out that part of the overall gender pay gap that can
be accounted for by relevant economic characteristics13 and that
residual part which could possibly be attributable to discrimination – defined as paying different amounts to men and women
for identical skills and abilities, and usually seen as conscious or
unconscious behaviour by misguided employers.
The large number of studies that have been made of pay gaps
in many different countries vary considerably in methodology and
conclusions, but there are some common threads. Most studies use
a statistical technique first developed more or less simultaneously
by Oaxaca and Blinder (Oaxaca, 1973; Blinder, 1973). This decomposes the gender pay gap into two parts. The first component is
the difference in pay associated with differences in observable
characteristics such as experience and education. The second is
the ‘residual’, which may partly result from discrimination.
The procedure involves first estimating a wage equation,14
which relates the logarithm of wages to years of education, work
experience and a range of other productivity-related characteristics that are available in the particular dataset the researcher is
using. In effect the coefficients of the estimated equation indicate
how much the labour market pays for these characteristics. One
equation may be estimated for males, and then the regression
coefficients are used to calculate what women would have earned
had their characteristics been rewarded at the same pay rate as
12	Econometrics uses statistical methods to analyse and test relationships between
economic variables.
13	Such as those which we saw in Chapter 2 to be associated with variations in the
size of the pay gap.
14 Usually called a ‘Mincerian’ function after Jacob Mincer, who developed this
technique, first pioneered by Becker and Chiswick (1966).
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men. This typically reduces the pay gap between men and women
quite significantly, leaving the ‘unexplained’ element as the differences in returns to productivity-related characteristics for males
and females.15
Another wage equation may be estimated from data on
women’s earnings; the coefficients in this regression can then be
applied to see what men would have earned if their characteristics
had been paid at the same rate as those of women. This can then
be used to give another possible estimate of the proportion of pay
explained by worker characteristics, together with the residual
potentially attributable to discrimination. Alternatively a pooled
regression may be used (Neumark, 1988).
Since the early studies, more sophisticated modelling has
developed. One problem with the Oaxaca–Blinder approach
is sample selection bias. When calculating the gender pay gap,
researchers are using data on men and women who are in employment. Many women, however, especially those with lower levels of
skills and qualifications or with less interest in careers, may drop
out of the workforce and live on benefits and/or intra-household
transfers from partners. So women who work may be untypical
of all women – they are the more skilled and committed females,
15	Another way to describe this, as set out by Harkness (1996), is as follows:
The logarithm of the wage is determined by
(1) log wm = bm Xm for men, where Xm is a set of productivity-related characteristics and bm the coefficients on these characteristics
(2) log wf = bf Xf is the corresponding equation for women
(3) The pay gap then becomes: log wm – log wf = (bm – bf )Xm + bf (Xm – Xf).
The first term on the right-hand side is the difference in returns to the characteristics for men and women, while the second term represents differences in the
means of male and female characteristics (e.g. years of work experience). The first
term is the unexplained difference in returns which is often casually attributed to
‘discrimination’.
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while employed men will cover a far wider spectrum of ability
and commitment. The size of the underlying wage gap – between
what men and women could earn – may therefore be under
estimated, and the statistical explanation of the gap erroneous.
The ‘Heckman correction’ gets round this problem by using other
variables to estimate the probability of employment of men and
women, and uses this as a further explanatory variable in the wage
equation (Heckman, 1979).
Other refinements have involved the development of international comparisons through the Juhn, Murphy and Pierce
methodology (Juhn et al., 1991). This approach assumes an ‘institutionalist’ view that the structures of pay (including collective
bargaining systems) affect gender differentials. It involves decomposing down cross-country differences in the gender pay gap by
taking one country as a benchmark, and analysing pay gaps in
other countries with reference to the pay structure of that country.
So the decomposition involves explaining differences in pay gaps
by reference to gender differences in observed characteristics, to
a component associated with cross-country differences in wage
structures and to an unexplained element. Some interesting work
has been done with this approach (OECD, 2002: ch. 2).
It is worth emphasising again that analysts are not unan
imous in their choice of modelling strategy.16 And the quality and
coverage of the data used in different studies often leave much
to be desired. While most studies suggest that there is a sizeable
unexplained residual pay gap, this varies considerably in size, as
does the proportion of the explained gap associated with relevant
individual and job characteristics.
16	See Grimshaw and Rubery (2002) for a critique of the Oaxaca–Blinder and subsequent approaches.
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A rather different approach to decomposition is used in work
done by Wendy Olsen and Sylvia Walby for the Equal Opportunities Commission. As this has been widely quoted in UK debates, it
is worth describing in some detail. Olsen and Walby adopt a novel
approach which avoids some of the problems they perceive with
the Oaxaca–Blinder technique. They prefer to estimate a single
equation for men and women which produces estimates of coefficients on a range of explanatory variables. They then bring out
the sizes of the main components of the pay gap by ‘simulating the
hypothetical changes which would be needed to bring women’s
levels of these components into line with those of men’ (Olsen
and Walby, 2004: 24). They use data from the British Household
Panel Survey (BHPS),17 and their results are summarised in Table
3 overleaf.
How does their approach work? Their wage equation shows a
significant relationship between hourly earnings and, for example,
the proportion of men in an occupation. This proportion is an
indicator of ‘gender segregation’ at work,18 which is believed by
many to be an element in perpetuating pay inequality. The coefficient on this variable is 0.13, which means that, other things
being equal, pay rises by 1.3 per cent for every 10 per cent more
males in an occupation. So Olsen and Walby simulate the effect
of increasing the proportion of men in every female-dominated
17	The BHPS has a good deal of information about work history, family commitments and so on, and is thus a useful data source. Estimates of the aggregate ‘raw’
pay gap from the BHPS are similar to those from the more widely used NES/
ASHE and the Labour Force Survey.
18 If de facto segregation exists it is theoretically possible for employers to discriminate between men and women in setting pay, though it is unclear why this
possibility would itself generate a pay differential. Such a differential is likely to
reflect other factors such as lower turnover associated with relative geographical
and occupational mobility, which are supply-side, or employee, characteristics.
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occupational category to 50 per cent. This is what they mean by
an ‘unsegregated’ workforce. If this were to be done, they find,
earnings in these categories would rise by an average of 2.5 per
cent, or about 10 per cent of the measured pay gap in their study.
Table 3 Decomposing the gender pay gap in Great Britain, 2002
Factors associated with GB gender pay gap

%

Women have less full-time work experience
Interruptions to female employment (childcare, etc.)
Gender segregation (concentration of women in female-dominated
occupations)
Education (older women have less education than males)
Institutional factors such as firm size (women tend to be in smaller
firms) and union membership
Years of part-time working (women have more part-time work
experience: this has a negative effect)
‘Being female’ (unexplained, possibly discrimination and
preferences/motivation)
TOTAL

19
14
10
8
8
3
38
100

Table 4 Subjects studied in higher education by UK women, 2006
Women are overrepresented (> 58.9%)

% of Women are understudents represented (< 58.9%)
who are
female

% of
students
who are
female

Subjects allied to
medicine
Education

82.7

Medicine and dentistry

58.4

75.5

56.4

Veterinary science

74.9

Languages

68.0

Social studies
Biological sciences
Combined studies

64.2
63.9
61.9

Agriculture and related
subjects
Law
Creative arts and design

61.2

Mass communication and
documentation
History and philosophical
studies
Business and administrative
studies
Physical sciences
Mathematical sciences
Architecture, building and
planning
Computer science
Engineering and technology

15.0

60.5
60.2

55.0
49.7
41.6
37.2
29.1
21.7

Source: Olsen and Walby, 2004
Source: Derived from Higher Education Statistics Agency data

This careful study still shows a largish ‘unexplained’ pay
gap, although it’s a good deal smaller than some earlier studies,
where only tiny proportions of the gap were explained (Connolly
and Gregory, 2007: 165). The large size of the unexplained gap
in some of these studies is often the result of poor or proxy
data. For example, work experience is used in estimating wage
equations, but information on work history is often missing
or incomplete and some studies use the difference between
current age and age at (assumed) completion of schooling as a
proxy for this. For many women, and some men, with periods
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outside the workforce, this will exaggerate the true extent of
their work experience. This in turn will lead to the role of experience in explaining the pay gap being underestimated because
the differential in experience between men and women is inaccurately measured. Moreover, another key explanatory variable
in wage equations, education, is often just measured by years
of schooling, when it is known that the type and especially the
subject of qualification are important, particularly in higher
education. Women tend not to study the same subjects as men at
university, as Table 4 shows. Overall, in 2006, women accounted
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for 58.9 per cent of the UK student population, but the proportion of women in the major subject areas shown varies considerably. Women are startlingly under-represented in some subjects
and over-represented in others.
This in itself might not matter if different subjects were
rewarded equally in the labour market, but this is not the case.
For example, a study for the Royal Society of Chemistry (Pricewaterhousecoopers LLP, 2005) showed that individuals’ rates
of return on more narrowly defined degrees varied widely. Engineering, chemistry and physics, where women are seriously
under-represented in the student population, offer rates of return
significantly above average. By contrast, psychology degrees
(where almost 80 per cent of the 66,000 students in 2006 were
female) and linguistics, English literature and Celtic studies (where
72 per cent of over 70,000 students were female) give returns that
are markedly less than the average.
Variations in rates of return might reflect discrimination or the
systematic undervaluing of the jobs of graduates in areas where
women dominate. But there are some obvious structural factors
at work. One is the sector in which different types of graduates are
likely to work. Over a quarter of all women in higher education are
studying nursing or education. The vast majority of graduates in
these areas will work in the public sector: there are relatively few
highly paid jobs in government employment.
Lifestyles, preferences, attitudes, expectations

After allowing for these factors, is that part of the pay gap left
unexplained attributable to discrimination, as many claim? Well,
possibly, but in addition to the type of factors listed in Table 3
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there is also what econometricians call ‘unobservable heterogeneity’. Here this means differences in attitudes, preferences and
expectations which can cause apparently similarly qualified and
experienced individuals to behave very differently.
Catherine Hakim, a sociologist whose work on ‘preference
theory’ has created some controversy, claims that, in countries
such as the UK, women now have a wide range of lifestyle options19
and that they can be classified into three relatively distinct groups
by their preferences – those who are home-centred, those who are
work-centred and those who are ‘adaptive’.
The first group, which she estimates to be approximately 20
per cent of UK women, prioritise family life and children, and
prefer not to work in the labour market (though they do so, they
are not career-driven). Work-centred women, again about 20 per
cent, are likely to be childless, committed to their careers and
with a high level of investment in qualifications and training. The
largest group, the ‘adaptives’, around 60 per cent of UK women,
want to work, but they also want families. Their careers tend to be
more erratic.20
Hakim carried out a national survey which indicated that
women’s expressed preferences were good predictors of their
employment status, whereas, perhaps surprisingly, their educational qualifications were not: some well-qualified women were in
19	Hakim argues that there have been major changes in society and the labour
market, producing a ‘qualitatively different’ set of options and opportunities
for women. These changes she identifies as the contraceptive revolution, the development of sex discrimination and equal opportunities legislation, the expansion of white-collar and service occupations, the creation of jobs for secondary
earners, and the increasing importance of lifestyle choices in affluent societies
(Hakim, 2000).
20	According to Hakim, these groups are found in all developed economies, although the proportions may differ from country to country.
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the ‘home-centred’ camp. She argues that her preference theory
‘explains continuing sex differentials in labour market behaviour
(workrates, labour turnover, the choice of job etc) and hence also
in the pay gap’ (Hakim, 2002: 1).
Hakim’s assertion receives some support from the work of
Arnaud Chevalier (2004; 2007), who uses data on attitudes and
expectations to demonstrate how standard econometric analysis of
the gender pay gap often misleads by leaving a large unexplained
pay gap which is then too easily attributed to discrimination.
His work is based on a survey that covers more than 10,00021
UK graduates who left university in 1995 and provides data on
the 42 months following graduation. Unusually, in addition to
information on wages, educational attainment and job history, it
provides data on family background, subject of degree and, most
importantly, attitudes and expectations. The survey asked twenty
questions, coded on a five-point scale, about character traits, motivation and expectations.
The data indicated a mean raw gender pay gap of 12.6 per cent
for this group of young graduates. Chevalier’s meticulous multistage process illustrates very clearly that the large residual pay gap
found in many studies is likely to be the result of model misspecification because of the omission of explanatory variables.
What Chevalier does is fascinating. In essence he recapitulates the development of work on pay gaps in various stages,
to show how adding information about individuals can explain
more and more of the difference in earnings. His first step is to
use a very basic specification using labour market experience,
21	Although, because of the focus of his study on full-time employees and the need
to eliminate incomplete data, his econometric analysis draws on just over five
thousand records.
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age at graduation, ethnicity and region of residence as explanatory variables. Many widely cited studies of gender pay gaps
tend to be confined to a few variables such as these. As might
be expected, given that the group is fairly homogeneous in
view of them having a degree and being relatively young, the
simple model explains very little, only about 20 per cent, of the
observed pay gap between men and women.
He then goes on to include further explanatory variables such
as A-level score, degree results, type of higher education institution and postgraduate qualifications. These indicators add a
little, but not very much, to the explanatory power of the model.
Adding in controls for the subject in which these young people
graduated, however, increases the explanatory power of the
model very significantly, with over 50 per cent of the pay gap now
accounted for.
A further iteration extends the model to include other objective
data such as the characteristics (size and sector) of the workplace,
the type of contract, and the ‘feminisation’ of the occupation. This
raises the proportion of the wage gap which is explained to 65 per
cent. The addition of data on the number of jobs held since graduation – a measure of mobility – adds another minor increment to
the specification’s explanatory power.
The final specification includes information on the values that
graduates attach to jobs and their career expectations. Men and
women differ significantly with regard to these characteristics:
men are more likely to state that career development and financial
rewards are very important, and are much more likely to define
themselves as very ambitious, while women emphasise job satisfaction, being valued by employers and doing a socially useful job.
Two-thirds of women in this sample expect to take career breaks
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for family reasons; 40 per cent of men expect their partners to do
this, but only 12 per cent expect to do it themselves.22
When these attitudinal variables are added to the specification, the result is that 84 per cent of the wage gap can now be
explained. This suggests that many of the models that generate
large ‘unexplained’ wage gaps, and from which non-specialists
frequently infer a significant element of employer discrimination,
are simply misspecified. They just don’t incorporate sufficient
explanatory variables for a satisfactory analysis of the causes of
the gender pay differential.23
How exactly do these attitudes and values lead to women
being paid less than men? One way is through different individuals’ choices of potential employers. A recent survey of young
graduates shows that women’s choices of preferred employers are
very different from those of men (Trendence, 2008). Of the top 25
ideal employers for women, twelve were in the public or voluntary
sectors, as against only four out of 25 for men. The top three ideal
employers for women graduates were all in the public sector.
Such preferences mean that many bright women are deliberately choosing jobs where really high earnings are impossible or
unlikely. They clearly regard other aspects of the job – a greater
sense of moral purpose, perhaps? Or maybe greater job security,
22 In every country men typically marry/partner women who are younger than
them, and are therefore likely to be earning less for that reason alone. As pointed
out previously, if having children requires at least one parent to spend time out
of the workforce, economic logic would dictate that the partner with the greater
earning power should continue in employment – and indeed, as the evidence
mentioned earlier suggests, even increase their hours of work and effort.
23	Other studies also report relevant psychological differences between men and
women, for instance in relation to self-esteem, risk aversion, attitudes to competition and career orientation (Manning and Swaffield, 2008).
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less stress and relatively generous pension provision24 – as offsetting the reduced chance of very high earnings. This is the compensating differential principle touched on earlier.
Another way in which employee attitudes influence earnings
outcomes may be through different approaches to pay negotiations and promotion applications. Particularly at more senior
levels, the pay offer an employer makes may be negotiable – if,
that is, the employee chooses to negotiate. In their book Women
Don’t Ask: Negotiation and the Gender Divide, American academics
Linda Balcock and Sara Laschever claim that women are very
reluctant to negotiate over salaries. In one US study eight times as
many men as women graduating with master’s degrees negotiated
their salaries, adding an average of 7.4 per cent to their starting
pay. This initial gap is likely to persist and grow over time. This is
partly because women may have lower expectations: Balcock and
Laschever (2003) report a study suggesting women’s salary expectations for their first job are significantly lower than those of men
going for similar jobs.
In the UK, an analysis of the pay gap among academic
economists indicates that men receive more promotions and
higher placings on pay scales, and one of the factors associated with this is the receipt of outside offers. Men receive more
outside offers than women and are thus able to negotiate their pay
upwards (Booth et al., 2002). They also make more pay-oriented
moves between jobs than women.25
24 Pension provision is a very important element of the total remuneration package in many parts of the public sector – teaching, for example, where employer
contributions are substantial and add 20–25 per cent to ‘real’ earnings. Indeed,
researchers have suggested that public sector pensions are worth about twice the
official contribution rates (see Record, 2006).
25 Manning and Swaffield (2008) report that 47.1 per cent of men leaving early-
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So the conclusion we can draw from empirical analysis of
the full-time pay gap is that a high proportion of this gap can be
accounted for, given sufficient information on individual and job
characteristics and the attitudes and expectations of employees.
Males and females make different choices in the labour market,
in terms of the trade-off between pay and other job characteristics, choice of education, choice of occupation and attitudes to
work. These strongly influence earnings. Employer attitudes and
discrimination seem not to be nearly as important as politicians
and lobbyists have suggested.

6 THE PART-TIME PAY GAP

But does this conclusion also hold for part-time workers,1
where the overwhelming majority is female and the pay gap is
much larger and shrinking more slowly?
The situation does look rather different with part-timers. For
example, work experience is normally assumed to add to human
capital, and thus to earning power; this was the assumption
underlying the Mincer equation. The hypothesised link between
added experience and additional earning power only seems to be
borne out, however, by the experience of full-time employees in
the UK. As we saw in Table 3, part-time experience seems to have a
negative effect on pay, if anything.
The part-time pay gap for women in 1970 was of roughly the
same order of magnitude as that for full-time women: now it is
more than twice as large. After a sharp decline in the 1970s, the
part-time pay gap rose in the 1980s (Harkness, 1996), and, though
falling again, it remains substantial, as Figure 4 shows.

1
c areer jobs do so either because they are promoted or moving to a better job;
only 43.6 per cent of women leaving such jobs do so for financial gain.
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‘Part-time’, incidentally, is not a clear-cut category. The OECD regards people
working fewer than 30 hours a week as part-time. The ASHE considers basic
hours fewer than or equal to 30 to define part-time work – but 25 hours is the
cut-off for teachers. Labour Force Survey (LFS) respondents define part-time for
themselves – and the LFS part-timer definition excludes students.
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Figure 4

The part-time gender pay gap* in the UK
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The part-time pay penalty

This figure shows the gap in relation to full-time male employees,
but it is also important to look at the relationship between the
pay of full-time and part-time female employees – what has been
termed the ‘part-time pay penalty’. Women who work part time
have hourly pay that is more than 20 per cent less than that of
their full-time sisters.2 As Manning and Petrongolo (2008) point
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Interestingly, however, part-time women actually earn more on average than
part-time men. And male part-timers also face a ‘pay penalty’ – actually slightly
larger for men than for women. Male part-timers, a small minority of the parttime workforce, are mainly young (especially students) or drawn from the semiretired; women part-timers, on the other hand, are drawn from across the age
range.

Table 5 Distribution of women’s employment between full-time and
part-time work, 2000

% of all full-time
women

11

10

2

out, however, this cannot be taken, as some seem to have done, as
an indicator of the penalty incurred by a woman switching from
full-time to part-time pay. Women who work part time have very
different personal characteristics from those of full-time women,
and they do very different jobs, as Table 5 shows.3

16
17
18
19
20
21
22
23
24

Ranked occupation
1
2
3
4
5
6
7
8
9
10
11
12
13
14
15

Teachers
Other professionals
Nurses
Other associate professionals
Corporate managers
Higher-skill services
Higher-level clerical
Other managers
Skilled trades
Lower-level clerical
Caring services
Other personal services
Sales assistants
Other low-skill occupations
Cleaners

27
28
29
30

3	The occupational classifications in Table 5 are ranked by qualifications required.

69

should we mind the gap?

Manning and Petrongolo (2008: F30) spell out the differences
between full-time and part-time female employees:
Women working PT are more likely than FT women to be
less-educated, older, white, in a couple with dependent
children who are both numerous and young, to be working
in small establishments, in shops, hotels and restaurants,
in a temporary job, with low job tenure and in low-level
occupations. 28% of FT women are in professional or
managerial occupations compared to 11% of PT women
while 52% of PT women are in personal service, sales or
elementary occupations compared to 24% of FT women.
Almost one in four PT women work as a care assistant, a
shop assistant or a cleaner.

When these differences are controlled for, the authors point out,
the part-time penalty shrinks to around 3 per cent (ibid.: F47).
There has been particular concern about the way in which
some women who switch from full-time to part-time employment on their return to work after childbirth suffer a decline in
occupational status, and presumably pay. This has been called
the ‘hidden brain drain’ and seen as a waste of women’s skills.
Connolly and Gregory (2008: F53) claim that ‘at the very least
14% and probably nearer one-quarter of women switching from
full to part-time work move to an occupation at a lower level of
qualification’. Rather confusingly, however, there are significant
numbers of women who upgrade as they switch from full-time
to part-time work, taking jobs that could be associated with
upward career progression. In one survey 17 per cent of those
switching from full-time to part-time work went up in occupational status.
Connolly and Gregory draw particular attention to the way in
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which women managers switch to lower-status jobs on becoming
part time:
Downgrading affects as many as 29% of women from
professional and corporate management jobs ... the most
frequent ‘victims’ of downgrading, willing or otherwise,
are women in smaller-scale managerial positions, in
restaurants, salons and shops, almost half of whom shed
their managerial and supervisory responsibilities and revert
to being standard personal service or sales assistants. (Ibid.:
F72)

But is it legitimate to call these women ‘victims’, even if the
word is in inverted commas? Switching to part-time employment
can be, as Paull (2008: F8) has noted, an optimal response to the
constraints faced by women when children or other caring responsibilities limit the time available for paid work. Part-time arrangements are usually flexible and allow women to re-enter work on
their own terms. And it’s surely likely that some at least of the
observed ‘downgrading’ of women’s occupations after return to
work is deliberately chosen. Given their new families, women may
deliberately choose to return to jobs that carry less responsibility
and less stress. They may accept a trade-off of lower status and
pay in return for more convenient working hours, the opportunity
to work at home, or shorter travel. To the extent that this is true,
occupational downgrading is not a ‘loss’ to the woman. If they
were to be obliged to return to their old job, even on a part-time
basis, they might in some sense be worse off. To support this view,
there is strong evidence provided by Booth and van Ours (2008),
among others, that women in part-time employment are happier
at work than men and – perhaps more tellingly – happier than
women who work full time.
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Interestingly, as with many parti pris authors in this field,
Booth and van Ours find it odd that women enjoy part-time work,
suggesting that they ‘are conditioned to like being at home . . . if
. . . society makes it hard for them to combine work and family, by
providing little or inappropriate child care or by institutionalising
low female pay, then it is hardly surprising that women will want
to work fewer hours in the market sector’ (ibid.: F95).
These authors appear to resist the view that women whose
choices they disagree with are autonomous actors and seem to
regard them as having very little choice in their behaviour and
patterns of employment. There are certainly many women whose
options are tightly constrained by family background, their own
upbringing and educational choices, but this seems to take an
unnecessarily pessimistic view of the options for the majority of
women currently working part time.

7	pOLICIES

Bearing in mind what is known about the nature and causes
of the UK’s gender pay gap, what policies have been proposed to
reduce it – and how effective are they likely to be?
Pay audits, equal value and comparable worth

UK equal pay legislation is not simply concerned with trying to
ensure that men and women are paid the same for identical jobs.
As we have seen, since 1983 it has been recognised that men and
women often do very different jobs, and so the legislation also
applies to work ‘of equal value’, or the closely related ‘comparable
worth’, the concept more commonly known in North America.1
In recent years, the emphasis on work of equal value has
increased. The public sector has been required to conduct pay
audits to check whether men and women doing jobs of equal value
are treated equally. The two most important actions to which this
has led are the ‘Agenda for Change’ in the National Health Service
and the Single Status Agreement for local authorities. In these
areas, job evaluation schemes have featured strongly.
1
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In the 1980s, comparable worth was a big issue in the USA. President Reagan,
who opposed the concept, memorably called it a ‘cockamamie idea’. Some widereaching applications of the principle were eventually defeated in the courts, but
interest has revived recently with Hillary Clinton and Barack Obama both having
advocated new legislation.
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Job evaluation schemes attempt to classify jobs in an organisation into a hierarchy, often on a points basis, with higher points
being associated with positions on a new consolidated pay scale.
One well-known approach, first developed 60 years ago, is the Hay
system, a brand owned by the Hay Group. This is an analytical
scheme, which case law shows to provide some defence against
equal pay claims in front of employment tribunals. A group of
Hay analysts, working from job descriptions and other information, produce a profile under three main headings – ‘knowhow’, problem-solving and accountability. Know-how embraces
knowledge, skill and experience (human capital, in economists’
language); problem-solving involves the complexity of thinking
and analysis required; while accountability looks at the responsibility of the post and its degree of autonomy in decision-making.
Each element is broken down further into various levels.
In a curious way this schematic approach rather echoes the
nineteenth-century labour theory of value, the intellectual inspiration of Marxism and the basis for pay structures in the Soviet bloc.
The idea that there is something intrinsic about the work process
that should determine pay is deeply rooted; this type of analysis
allows little influence for market forces, nor for individuals’
performance: it is all about the characteristics of the job, which
is reduced to a series of discrete elements, each of which can be
given a points score.
If these evaluation schemes are to bite at all and justify
their use, they are expected to throw up anomalies in existing
pay schemes. Given that the point of the exercise is to improve
women’s pay, it is not surprising that they do so. The corollary is
that the pay of men may often have to be reduced. This predictably causes considerable unhappiness and conflict. Evaluation
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schemes carried out by local authorities under the Single Status
Agreement have produced examples of major cuts in pay for some
council workers (mainly male but including some females), many
of whom were not particularly highly paid in the first place.2
And the knock-on consequences have been highly problematic. Unions have tried to broker deals to ‘red-circle’ existing
salaries for men whose salaries are due to be cut, protecting their
pay for a limited period. This of course adds to the cost of the job
evaluation exercise, which the European Court of Justice has also
inflated by the requirement to backdate higher pay for women for
six years.
Faced with huge bills – central government has offered little
in the way of extra financial help – local authorities are threatened
with having to make job cuts. Unions have attempted to head
this off by making deals to phase in new pay schemes gradually.
But no-win, no-fee lawyers have moved in to take up the case of
women whose potential pay gains have been reduced by union
agreements; unions have been embarrassed to find themselves on
the receiving end of discrimination and equal pay cases in front
of employment tribunals.3 This is one of the reasons for the huge
increase in tribunal claims in relation to equal pay, from 8,229
in 2004/05 to 44,013 in 2006/07, which we noted earlier. These
cases also generate very complicated judgements, which often go
2

3

In Burnley, Lancashire, some staff have faced pay cuts of £5,000. In early 2008, 25
per cent of Staffordshire County Council staff were scheduled to receive a pay cut
(as against 45 per cent gaining). Similarly in Birmingham 3,000 council workers
out of 19,000 were to suffer a reduction in pay.
In June 2006, women members of the GMB won a case against their union for indirect discrimination by protecting men’s pay during Single Status negotiations;
ironically the GMB organiser was herself a woman. The verdict was, however,
overturned on appeal.
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to appeal: in 2006/07, 37 per cent of Employment Appeal Tribunal
cases concerned public sector issues.
Even when the dust settles on exercises of this kind, there are
likely to be longer-term problems. For the pay levels determined
by job evaluation are unlikely to be market-clearing. If the pay of
council office cleaners or care workers (mainly female) is raised in
relation to people working with bins or safety inspectors (mainly
male), a likely outcome is that more women will seek office
cleaning or care jobs4 than there are posts available, while there
will be a shortage of people willing to work on bins or inspecting
premises. Experience suggests that organisations will then try to
get round the pay structure with devices such as ‘market supplements’ or ‘golden hellos’ for workers in short supply. This may
then undermine the pay equality that was the purpose of the
whole costly exercise. And employers may try to cut the number of
jobs in fields where it has become more expensive to hire workers:
women may find job opportunities with councils drying up and
end up taking lower-paid jobs in the private sector. So the longerterm consequences of pay evaluation schemes for gender pay
equality are ambiguous. As in so many cases, apparently laudable
ideas to ‘improve’ the workings of the market lead to consequences
that are not fully anticipated by their proponents.
Despite the problems associated with the application of
equal pay for work of equal value in the public sector, many
union leaders and politicians are pressing for pay audits and
job evaluations in the private sector. Derek Simpson of Amicus
said in 2006: ‘the pay gap between men and women is due to
4
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discrimination by employers not because women make bad
career choices . . . without compulsory pay audits, women will
wait till doomsday for equal pay’. The TUC has said: ‘Mandatory equal pay audits would help increase transparency in pay
systems in the private sector where the pay gap remains high.’
Susan Anderson of the CBI, however, has argued that such audits
are ‘cumbersome, labour- and resource-intensive and do not
address the underlying causes of the gap’. The Women and Work
Commission, therefore, shied away from recommending compulsion. So has the government: its proposed package of measures to
promote gender equality, launched in June 2008, avoided audits
for the private sector.
But what might happen if mandatory audits were introduced?
Canada has some experience of this. Ontario introduced the most
comprehensive comparable-worth policy in North America in 1987
with its Pay Equity Act. This applied not only to the public sector
but also to private sector firms with more than ten employees.
The legislation was proactive. Rather than female employees
having to make a case that they were underpaid, employers in
firms with more than a hundred employees were required to
publish a pay-equity plan identifying predominantly male and
predominantly female jobs within the firm, to undertake job
evaluations on the basis of skill, effort, responsibility and working
conditions, and to pay the first instalments of any consequent
awards according to a fairly tight timetable.
At first, male/female job comparisons were to be made within
establishments, comparing job with job. Later, however, the
Act was amended to admit other comparisons, in particular the
proxy method of locating comparators outside the immediate
organisation, for example using Mincer-style regressions linking
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men’s earnings to job characteristics to predict what women’s pay
‘should’ be.5
The evidence6 indicates that the Ontario law did not succeed
in reducing the gender pay gap. There was a lack of compliance
among smaller firms, deadlines were missed by larger firms
(particularly since unions seem to have dragged their heels in
approving schemes), there turned out to be relatively little ‘undervalued’ female work in large firms, and there was a general lack of
male comparators for female jobs. Of course, the legislation held
only within firms, so low-paying firms continued to be low-paying
firms even where there had been some reduction in internal pay
inequality. And firms with a predominantly male workforce could
continue to increase pay. There was some evidence that employment growth was slower for females in male-dominated jobs and
for males in ‘female’ jobs.
In addition, firms found the pay equity process to be an administrative burden, resulting in significant indirect costs. There were
no measurable offsetting effects on productivity and morale. Any
advantage to women in traditionally female occupations was
partly offset by disadvantages to the minority of women in traditionally ‘male’ occupations where pay was held to be too high.
The suggested solution to the lack of success of the legislation in narrowing the pay gap involved centralising wage determination, or imposing external evaluations on firms. The Ontario
government backed off, however, and recommended switching
instead to a complaints-based system.
5	Such regressions have also been used in court cases in the USA alleging discrimination under Title VII of the Civil Rights Act 1964. The difficulties of using
them in evidence are discussed by Epstein (1992: 375–85).
6	See, for instance, Baker and Fortin (2004).
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Government procurement policies

It has been suggested by the TUC and by the Women and Work
Commission that government procurement policies could be used
as another means to promote pay equality. They see ‘. . . procurement as a significant opportunity to spread good practice on the
range of equal opportunities . . . Business stakeholders suggested
to us that procurement could be a more effective incentive than
regulation to change behaviour’ (Women and Work Commission,
2006: 93).
Government procurement from the private sector predates
the modern state, going back hundreds of years. Its significance
was increased in the 1980s and 1990s by the development of
contracting out of public services during the Thatcher and Major
administrations. This was part of the Conservatives’ attempt to
break up public sector monopolies and the power of public sector
unions, but the principle was continued by New Labour. Although
it has had some impact in reducing costs, contracting out has
been increasingly hedged around with requirements not to pay
less than existing rates of pay, and any workers in danger of being
disadvantaged by transfers of managerial responsibility are now
substantially protected by both British and European law.
The introduction of the optimistically named ‘best value’
regime for procurement in 1997 paradoxically allowed public
authorities to take a wider definition of the criteria for a successful
tender. As a consequence a growing number of social criteria can
be incorporated into procurement policies of central government
and local authorities.7 The Office of Government Commerce has
7	Now worth about £125 billion, according to the House of Commons Business,
Enterprise and Regulatory Reform Committee (2008: 32).
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issued guidance on this. The guidance8 states that social issues
can be incorporated into procurement ‘where they are relevant
and proportionate to the subject matter of the contract’, although
it points out that ‘they need to be addressed in a way that is
consistent with value for money policy, the UK procurement regulations and the EU Treaty principles and procurement directives’.
Although gender pay equality could be emphasised more
strongly, a generalised commitment to equality is already
common in procurement offers.9 It has to jostle for attention,
however, with a large number of other important social issues,
including community employment creation, environmental
sustainability, innovation, fair trade, ‘building good relations’
with trade unions, and the development of workforce skills – all
of which are frequently incorporated into the criteria that contractors must meet. How far these factors are important in practice in
determining bid outcomes is unclear.
A number of things are clear, however: one is that many of
these criteria are producer-driven rather than consumer-focused,
and the interests of the taxpayer (the original justification for
contracting out) are downplayed. Another is that compliance
with a wide range of non-technical criteria adds considerably to
the burdens of those submitting tenders, as those with experience of this will testify. A third observation, partly a consequence of this, is that these additional criteria are likely to deter
smaller, start-up firms that have less experience of form-filling
and are less likely to have developed policies relating to a full
8 www.ogc.gov.uk/documents/Social_Issues.pdf.
9	The GLA and the Olympic Delivery Authority explicitly incorporate equality requirements, for example.
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range of social issues.10 It is perhaps not surprising that some
‘business stakeholders’ – presumably those larger, more established enterprises with experience of these matters – advised the
Women and Work Commission to promote pay equality in this
manner: by doing so, they would reduce the number of potential
competitors.
It’s also worth pointing out that many of the areas for which
the biggest public sector contracts are placed (for example,
construction and road and railway maintenance) employ relat
ively few women, and thus even the most determined application11
of equal pay principles within those areas would have little direct
impact on the aggregate pay gap.
Gender quotas for top jobs

Many politicians have expressed concern at the dearth of women
in the most high-paying jobs. Table 6 shows that women remain
a small minority on the boards of top companies in the UK
(although the proportion is higher than the EU average). There has
been a growth in the number of female non-executive directors,
but they still constitute only 14.5 per cent of all non-executives.
The number of female executive directors has barely grown since
2000 and stands at 3.6 per cent of the total. At the time of writing
there are just two CEOs in the FTSE 100. Around a quarter of these
top companies have no female directors at all.
10	An OFT report in 2003 drew attention to the way in which small businesses were
deterred from bidding for public sector contracts because of the bureaucracy involved. Note also that women are over-represented among employees in small
businesses.
11	And it would have to be determined. Many government contracts often involve
subcontracting, which would need to be policed as well.
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Table 6 Female directors in FTSE 100 companies
2000
Female
executive
directorships
Female nonexecutive
directorships
Companies
with no
female
directors

2001

2002

2003

2004

2005

2006

11
10
2.0%

15

17

17

14

15

13
3.6%

60
65
9.1%

69

84

93

107

102

110
14.5%

42

39

32

31

22

23

43

2007

24

Note: There are more female directorships than female directors as some individuals
hold more than one directorship
Source: Sealy et al. (2007)

This is one of the most obvious manifestations of the ‘glass
ceiling’ that is often assumed to limit women’s full participation
in the economy. Should something be done about it? In Norway,
since 1 January 2008 it has been compulsory for companies to
have 40 per cent12 female board members. The Norwegian legislation, foreshadowed by the introduction of a voluntary scheme for
companies five years earlier,13 has succeeded in raising the number
of women on boards dramatically. Within a few days of the law
taking effect, virtually every single publicly listed company had a
woman on its board and the proportion of females on boards was
close to 38 per cent (Holmes, 2008).
Are there lessons for the UK? One point to make is that the
legislation evolved in the context of a political system that has
had quotas of female candidates for more than thirty years, an
12	Small boards are not required to have this precise minimum.
13	The law was applied to state-owned companies in 2004.
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experience that is not mirrored here. It has more political support
than such a measure could initially count on in the UK. It has not,
however, received total support in Norway, with the country’s
Confederation of Enterprise being opposed. Many smaller companies are avoiding stock market listing to evade the new legislation,
a reminder that similar legislation in the UK could be a further spur
to the trend for companies to delist and go private – or transfer to
other national jurisdictions where the quotas did not apply.
Who are the new female directors in Norway? It appears that
the expansion has largely been in non-executives: there remain
very few women in top executive positions. The new board
members have been women disproportionately recruited from
politics and the civil service, with the best-qualified women, graduates of the country’s leading educational establishments, often
holding multiple directorships. Such a pattern would probably be
repeated in the UK, were similar legislation to be introduced.
There is no tradition of gender quotas and positive discrimination in the UK, and the introduction of Norwegian-style legislation
would be a dramatic change in philosophy. It could contravene
European law – Norway is of course not a member of the EU – so
it probably could not be introduced by the UK in isolation.14 Even
if it were allowed, in the UK context of significant minority ethnic
groups with their own equality concerns, it is likely that quotas for
women would lead to a demand for ethnic quotas.15 Whether this
is a road down which any political party would wish to go seems
doubtful.
14 Germany and the Netherlands, however, have announced their intention to
move in the same direction.
15	The same would go, for example, for people with disabilities. Interestingly, disability quotas were briefly tried in the UK but abandoned.
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If gender quotas for company boards were nevertheless
brought in, would they in any case make a significant difference to
the gender pay gap? Their impact on the aggregate pay gap would
surely be minimal, given the small numbers of places on company
boards in relation to the total population. But even within the
population of top company posts they would be unlikely to have
much of an impact. It is known that the mean gender pay gap
among company directors is quite high – the Institute of Directors
Rewards Survey put it at 22 per cent in 2007.16 Were gender quotas
to be introduced, the majority of new women directors would be
non-executives who typically earn relatively small amounts (a
quarter are unpaid) and are usually part time. A case can certainly
be made for the symbolic importance of getting more women into
these prominent positions, but it is entirely possible that a big
influx of female non-executive directors could actually widen the
gender pay gap on company boards by dragging down the average
earnings of female directors – another example of the inappropriateness of focusing exclusively on the pay gap as an indicator of
gender equality.
Childcare

Another frequently touted policy is the expansion of nursery and
other childcare provision, and their subsidy by the government. A
common view is that childcare provision in the UK is inadequate
and too expensive. In this country parents pay about 70 per cent of
the cost of childcare by comparison with the European average of
30 per cent (Hakim et al., 2008). Reducing the real cost of quality
16 http://press.iod.com/newsdetails.aspx?ref=308&m=2&mi-62&ms=&print=
true.
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childcare to parents is seen as one way of strengthening women’s
commitment to the workforce and thus indirectly reducing the
gender pay gap (Plantenga and Remery, 2006; Gregory and
Connolly, 2008; Booth and van Ours, 2008).
Is there some sort of market failure in childcare provision? It
is not entirely clear. It can be argued that there are externalities in
the provision of quality childcare – we all benefit if children grow
up happy and secure and, in relation to the theme of this paper,
this provision enables women to return to the workforce earlier
and for more hours than would otherwise be the case.17 Arguments about externalities are, however, rarely quantified. Is there
a shortage of supply? In some areas of the country there may be
shortages of nursery places, but in others there seems if anything
to be an excess supply (Hakim et al., 2008: 33).
One issue is that the government has taken an increasingly
strong regulatory position in relation to childcare, with an
emphasis on bringing childcare out of the home, on increasing
the ratio of carers to children, on laying down formal curricula
for pre-school education, on insisting on qualifications and
criminal records checks for carers and those employed in nurseries, and Ofsted inspections and documentation. One result
of this is the decline of the childminder: the numbers of registered childminders fell from 98,500 in 1997 to 68,348 a decade
later (although there may be a suspicion that increased regulation has led to an increase in unofficial childminding, probably
not a good outcome). Another result is a substantial increase in
17

It has also been argued that there might be a market failure if women who had
children were unaware in advance of the cost of childcare. This seems not to
credit women with very much sense, and such alleged ignorance could be used to
justify subsidies to virtually any economic activity on the grounds of incomplete
information.
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costs for private sector nurseries, which has led to higher fees for
parents.
In some sense, perhaps, there has also been a ‘crowding out’
of private provision of childcare by the expansion of public sector
provision. Since 1998, the Sure Start initiative has developed from
beginnings in coordinating family support to a current concern
with providing centre-based daycare. The National Audit Office
has expressed concern about whether the funding for this partial
nationalisation of childcare is sustainable, but meanwhile it is
arguably undermining parts of the market for private childcare.
The second leg of the government’s childcare policy is the
Early Years Entitlement, which is a payment to nurseries to
provide three- and four-year-olds with twelve and a half hours of
pre-school activity for 33 weeks a year.18 Parents are also entitled
to Working Tax Credits linked to formal childcare, though the
take-up is not huge, particularly among single parents.
Evidence suggests that parents prefer good informal childcare (including family and friends) to formal nurseries or daycare
centres, and they prefer private nurseries to public sector provision, though the funding mechanisms are biased in the opposite
directions. The think tank Policy Exchange (ibid.) makes plausible
recommendations about switching funding to support informal
childcare and even subsidising mothers to stay at home, but
clearly this is part of a wider agenda and is not concerned with the
impact of childcare arrangements on the gender pay gap.
Certainly some forms of childcare support can have an impact

on encouraging women to return to work. Even though the effect
was modest, the Institute for Fiscal Studies (2006) found that the
childcare element of tax credits did induce some single parents to
return to work earlier and this may have helped them to higher
levels of pay over time. This, however, is only part of the rationale
for stronger taxpayer support of childcare.
If the UK emulated Scandinavia, where around 1.5 per cent of
GDP goes on government spending to support pre-school childcare, would it be likely to have much impact on the gender pay
gap? Bear in mind that there would be a very substantial ‘deadweight loss’: that is, if childcare subsidies were available to all, the
main beneficiaries would be women in work who already make
their own childcare arrangements.19 If, on the other hand, it was
means tested, experience suggests that the take-up would be relatively low.
Sweden, which is often held up as an example of good practice
in publicly subsidised childcare, provides a cautionary tale.
Despite the high levels of government spending Sweden has put
into childcare for many years, its gender pay gap remains above the
EU average. Women who work are crowded into the public sector
(only 25 per cent of Swedish female employees work in the private
sector), and only 1.5 per cent of Swedish senior management are
women, less than in the UK.20 So, although there may be other
reasons for increasing state support for pre-schoolers, such as social
inclusion, it seems unlikely that even quite massive UK investment
in childcare would do much to shift the gender pay gap.

18	This provision, though no doubt welcome to many parents, clearly could not
provide the basis for a parent to return to a full-time or even a significant parttime job. The financial resources used to support this could be better deployed
in other directions if the main purpose was to encourage parents back into work
earlier.

19	According to Policy Exchange, formal childcare of the kind supported by public
subsidy ‘is most commonly used by highly educated and higher-earning parents’
(Hakim et al. 2008: 47).
20	Catherine Hakim, quoted in Moorhead (2004).
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Education

Part of the explanation for women earning less is that, despite
girls now significantly outperforming boys at school, and young
women doing better than men at university, female educational
and training choices lead them into lower-paid occupations and
jobs.
This is an issue that concerned the Women and Work Commission. In their analysis they emphasised that gender stereotypes
persist and that these begin in primary school. Teachers do not do
enough to combat this, it is argued. And, as a result of government
attempts to boost exam results, girls are allowed to opt out of
science and mathematics too early. Careers advisers do not make
girls sufficiently aware of differences in pay rates between jobs,
and they are not given enough opportunities for work experience
in jobs where women have historically been under-represented.
They recommend that more be done by government and schools
to promote entry into jobs that offer women higher pay and career
progression.
This is unexceptionable. However, there often seems almost
to be an assumption that girls and young women are ignorant or
irrational (while presumably boys and men are better informed),
but this does not seem plausible today. Structural barriers to entry
into male-dominated, higher-paying employment are far less
than in the past, and most leading professions have active groups
proselytising for more female entrants. Schemes to encourage
a wider choice of occupations by young people – women into
carpentry, men into childcare – are worthy and interesting, and
may persuade some youngsters to try something different. It is
possible that the planned move away from A-levels to a wider
system of diplomas, or even a continental European Baccalaureate88
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style school qualification, would delay subject choice and lead to
women studying a different mix of subjects at university. Placing
too much faith on this is risky, however, as the picture of female
employment concentrated in a limited range of occupations is
consistent across Europe (Eurostat, 2008).
Even where women study a potentially high-earning subject
at college, however – economics or sciences, say – they are less
likely than men to go into the higher-earning jobs to which these
qualifications give access. For instance, while many young men
with economics degrees go into the City, similarly qualified young
women are more likely to pursue jobs in teaching, academic
research or the civil service. Commentators such as Catherine
Hakim would, as we have seen, argue that these preferences are
deeply rooted and not easily affected by government initiatives.
Strengthening the right to request flexible working

If more women switching from full time to part time work on
re-entering the workforce were able to continue in their existing
jobs, the loss of pay and career prospects associated with occupational downgrading, discussed earlier, would be reduced. Women
who continued longer in senior roles would be more likely to keep
pace with men, and the widening of the gender pay gap associated
with age would be less marked.
In fact, the position is not as bad as it is sometimes painted. In
2005, the Labour Force Survey showed that 28.5 per cent of full-time
women employees, and 27.3 per cent of part-timers, had flexible
conditions of one sort or another. And a high proportion of women
who remain with their existing employer are able to stay in the same
occupation even if they want to reduce hours. Campaigners would
89
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like to increase the numbers doing this. Currently over 3.5 million
women with a child under six or a disabled child under eighteen are
entitled to request flexible working, and the government is planning
to extend this right to all those with children aged up to seventeen.
Although a large majority of formal requests for flexibility under
existing legislation are met, this may not be the case in future if the
right is extended. And even now, of those employers prepared to
accept flexible working by a returner, ‘only two-thirds would allow
her to remain at the same level of seniority’, it is claimed (Reeves,
2008). Many lobbyists would therefore like to narrow the grounds
on which an employer can refuse such a request,21 perhaps shifting
the burden of proof, as in the Netherlands, to make employers
provide a convincing case that there would be damage to the firm
from, say, a job-sharing arrangement for senior managers, who are
the most likely to have such requests refused.
Women who stay with their existing employers on return
to work are one issue. A bigger problem arguably arises when a
woman has left her previous employer, tries to find a new parttime job on re-entry to the labour market, and finds that advertised posts are rarely offered on a part-time basis in higher
occupational categories. So it is argued that employers should be
induced to offer a wider range of part-time jobs, at the same rate
of pay, pro rata, as full-time jobs.
Businesses are ‘mostly resistant to creating senior level parttime jobs’ (Women and Work Commission, 2006: 34); they
need to ‘improve the quality of part-time jobs’ (Manning and
21	The current grounds for refusal under the Employment Rights Act 1996 are:
burden of additional costs; detrimental effect on ability to meet consumer demand; inability to reorganise work among existing staff; detrimental impact on
quality; detrimental impact on performance; insufficiency of work during the
periods the employee proposes to work; and planned structural changes.
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Petrongolo, 2008). It is apparently only excessive caution and
inertia which stops them doing so (House of Commons Trade and
Industry Committee, 2005).
But is it quite that simple? Examples of successful part-time
work in higher occupational categories quoted, for example, by
the Women and Work Commission tend to be from the fields of
teaching, higher education, nursing, and local government and the
civil service. In these areas there tend to be discrete tasks, which
are fairly routine and involve little decision-making responsibility
(teaching a particular university module, caring for a particular
group of patients for a particular period of time, assessing applications for planning permission or evaluating policy proposals).
Many analysts, themselves usually academics or from a public
sector or union background, possibly generalise too easily from
these examples.
Businesses at the tough end argue that part-time employment
is much easier to implement in some jobs than in others. In managerial roles, in particular, there can be real problems. There is a
range of preferred arrangements to match up, with some people
wanting to work two or three days a week, some wanting to work
only during the school year, or during hours when children are
normally at school or nursery. The cost and effort of finding
acceptable matches – a person wanting to work Monday and
Tuesday, with another willing to work Wednesday to Friday –
can be considerable. In such a case there are two lots of hiring
costs, two lots of induction, two lots of payroll documentation,
coordination time for the managers, the danger of delays, and of
subordinates playing one manager off against another; problems
of covering for holidays, problems associated with turnover
(where the firm has to find another difficult match when one part91
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time manager leaves), and difficulties when part-time managers
want to change their hours of work.
There is the further issue that many managerial roles cannot
easily be timetabled into a standard working day: work may have
to be taken home, or during periods of high activity longer hours
may have to be worked to ensure a project or a special order is
brought in on time. Part-time managers may be unwilling or
unable to handle issues like this.
Larger firms in routinised fields may find it possible to adjust
to flexible working without excessive cost, but smaller firms
in dynamic markets with heterogeneous products or projects
may find it prohibitively costly: small and medium enterprises
frequently complain that they bear a disproportionate burden
when labour market regulation is increased. Furthermore, some
of the burden may fall on fellow workers. A recent survey by the
Engineering Employers Federation, while documenting such
benefits of flexible working as improved motivation and reduced
turnover, also showed that employers believe it creates problems
by putting extra pressure on other employees who have to adjust
their routines to accommodate those working ‘flexibly’.22
In July 2008 employers’ opposition to proposals to extend
flexible working and maternity leave received support from an
unexpected quarter. Nicola Brewer, chief executive of the Equality
and Human Rights Commission, expressed fear that extensions of
these rights could have a damaging effect. Ms Brewer was quoted
as saying that ‘the thing I worry about is that the current legislation and regulations have had the unintended consequences of
making women a less attractive prospect to employers’.23
22 Financial Times, 5 May 2008.
23 The Times, 14 July 2008.
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Let us now review the position. We have established that there
is a significant differential between the hourly pay of men and
women employed full time: this is the headline gender pay gap.
The gap has, however, diminished over time – and this trend is
very likely to continue, though there may be blips from time to
time. Younger women are much more highly educated than
their predecessors. They are having children later, and returning
to employment more rapidly (Simon and Whiting, 2007). They
are diversifying their employment between occupations. The
economy is becoming increasingly ‘weightless’, with services of
all kinds increasing as a share of employment, and manufacturing
and primary production falling: this trend favours those sectors
where women are concentrated. All of these factors are likely to
reduce the gender pay gap over time; some analysts even predict it
will go into reverse in due course.
This process will, however, take time, and it is argued that the
pace is too slow. But can it easily be accelerated?
Despite claims to the contrary, there isn’t a great deal of
evidence that the pay gap is caused by employer discrimination.
One reason why it may be difficult to prove discrimination, as
Epstein (1992: 381) argues, is that it may not be present. Rather, part
of the pay gap may be accounted for by compensating pay differentials and much of the rest results from choices made by women
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and men in relation to their education and training, their occupation and employer, their work–life balance and decisions to have
families, as well as their attitudes to and expectations of work.
These factors are difficult to influence, at least in the short
run. We have seen that there are doubts about the effectiveness of
the policies currently proposed. In some cases these policies may
be counterproductive, or lead to undesirable side effects. Insofar
as they attempt to make fundamental changes in values and attitudes, especially those relating to family life and the care and
education of children, they involve trying to influence the most
intimate choices of individuals. Some may see this as intrusive and
unnecessary. Others may just see the task as hugely overambitious.
Should government really assume responsibility for altering the
behaviour of hundreds of thousands of employers, and the individual, personal choices of millions of women and men?
Misleading economics

Some of the arguments put forward for government intervention
are spurious, and naively – or perhaps deliberately – misrepresent how economies work and how pay is determined. Take, for
instance, the claim, reported earlier, that women are ‘cheated’ of
£330,000 over their lifetime because of the pay gap.1 This backof-the-envelope calculation represents the difference in average
earnings of men and women over a working life. We can ask a
‘what if?’ question: what if a magic wand was waved to erase the
pay gap and raise all women’s pay to that of their male counterparts? What would happen?
1
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Most obviously, completely equal pay would not be a sustainable equilibrium. Women’s jobs would be likely to be lost on a
large scale in the private sector, as no government power can force
profit-seeking enterprises to continue to hire as many people at a
markedly higher wage. Application of complete pay equality in the
public sector would also have adverse tendencies: it would raise
taxation, or create job losses, or both; the experience of the Single
Status Agreement graphically demonstrates this.
As Reeves has argued, ‘there are grave dangers in relying on
economic arguments . . . such estimates are difficult to generate
and are open to subjective manipulation’.2 For example, take
the argument that skills are being wasted, and output would be
increased by up to 2 per cent of GDP if women who leave the workforce or return to lower-paid jobs after childbirth instead returned
to their previous full-time jobs. This does not bear close exam
ination. An increase in the labour supply of this magnitude would
almost certainly tend to bring earnings down; it might also lead to
male workers and younger female workers being displaced from
the workforce. Output would not rise by the amount assumed.
Moreover, given that a large proportion of occupational downgrading and switching to part-time work is chosen by the women
concerned, there would be a welfare loss to offset any output
gain.3
2	Reeves (2008). He points out that ‘another recent study even found that £5 billion is lost each year as a result of bosses’ failure to say “thank you” to their staff’.
This, he wryly remarks, suggests that there are easier ways to boost output than
through trying to get more women into full-time work.
3	The limitations of gross domestic product as a measure of economic welfare are
well known. Economics lecturers have long drawn their students’ attention to
the paradox that a woman who employs a gardener – like Jane Wyman in that
wonderful film All that Heaven Allows – would reduce GDP should she marry him.
No wonder her relationship with Rock Hudson was doomed.
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More generally, critics of existing pay differentials sometimes
seem not really to understand how economies work, and talk in
reified abstractions:
Women are more likely to work in lower-paying
occupations, including the five ‘c’s: cleaning, catering,
caring, cashiering and clerical work. These occupations are
relatively low paid at least partly because society does not
appear to value the skills required in these occupations as much
as it does others. (Women and Work Commission, 2006: 55)

What does this mean, exactly? It is not a question of ‘society’
valuing anything. What we have here is a situation where there
are large numbers of people – mainly but by no means exclusively
women – who are able and willing to do these jobs, which require
little formal training or experience. Other individuals – men and
women – are prepared to pay a certain amount directly (cleaners
and carers in particular are often employed by households) or
indirectly (we buy products from firms that employ them) for
their services. The interaction of supply and demand produce the
pattern of pay we see, but this is nothing to do with how ‘society’
thinks. This is not Mrs Thatcher’s often misunderstood observation that there is no such thing as society, but rather that there is
no way in which a complex society can express a collective preference for the pattern of pay for millions of employees.
Too many politicians across the political spectrum claim the
right – albeit with the best of intentions, no doubt – to make
choices for us all. If they decree that lower-paid employees must
be paid more, the likely consequence is that firms and individuals,
who cannot be coerced into buying their services, will buy less of
them. The consequence is that fewer people will be employed, and
in the absence of other opportunities, unemployment will rise.
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The Women and Work Commission and others make much
of the view – and this is the whole ‘comparable worth’ argument
– that jobs dominated (though not exclusively) by men, such as
warehousing, transport driving and labouring, have similar skill
levels to those used in ‘the five “c”s’. The former jobs are, however,
better paid.
Two comments can be made here. First, skills are not the
only issue. These male-dominated jobs may have less attractive
working conditions, so higher pay may be reflecting this. Second,
employers will only pay higher wages in these jobs if they need
to do so to attract enough applicants. Certainly private sector
employers at least have no reason to pay more than they need to
pay. If ‘society’ (again, read politicians) determines that drivers
and labourers should be paid less, then the result is likely to be
that some employees will leave, firms will experience a shortage of
workers and output will fall.
Policy ineffectiveness and its consequences

We have seen that the policies proposed to narrow the pay gap
may not have as significant an impact as their proponents claim.
Governments are not all-powerful, though oddly people seem to
think that in this area they can be.
Policies that are ineffective are nevertheless often costly to
implement, involving both employers and government in significant expenditure of time and money. Firms, seeking to justify
themselves, to politicians, interest groups and the media, are
distracted from their core business into obsessive concern with
workforce issues.
Unsuccessful policies produce frustration, anger and demands
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for further regulation. In this situation politicians rarely shrug
their shoulders and give up. They try something else. The danger
is that further, and potentially more damaging, labour market
intervention then creeps up the political agenda. For many,
the gender pay issue is part of a much wider critique of labour
markets and this may lead to the kind of policies discussed in a
paper prepared for the Equality Unit of the European Commission (Plantenga and Remery, 2006). Taking the point mentioned
earlier, that more compressed wage structures are associated
with smaller gender pay gaps, these authors touch on a number
of policies that could be used to compress wages. These include
a Europe-wide minimum wage, limits on executive pay and the
reintroduction of centralised pay determination involving a
stronger role for trade unions and other ‘social partners’. In the
UK such a fundamental shift in employment policy would constitute a return to the discredited labour market interventions of the
past. A more compressed pay structure subject to regular government intervention and increased union power would run the risk
of discouraging innovation and risk-taking, driving top earners
abroad and reducing inward investment.
Even then, the pay gap might not behave in the way interventionists suppose. Remember that the headline gender pay gap is a
statistical artefact which needs to be interpreted with care. Its size
can change for reasons that are not obvious or fully understood –
certainly not by those press commentators and pressure groups
who regard this indicator as of such great importance. Women’s
labour force participation rate is a key element, and this can, as
we have seen, be affected by changes in the birth rate, changes in
the age of marriage or cohabitation and changes in the age gap
between women and their partners. These factors could produce
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perverse changes in the pay gap. Moreover, if increased government intervention led to higher marginal tax rates, this could
again alter behaviour in a way that is not entirely predictable.
Other pay and income gaps

The political and media emphasis on the gender pay gap should
not cause us to forget that this statistic is only one of many pay
gaps that it is possible to define. An obvious area to pursue is that
of ethnic differentials. As we saw in Table 2, there is a significant
gap in average pay between white workers and most ethnic minorities – although some minorities, Chinese and Indian, earn more
on average than whites. Why should these gaps not be given more
emphasis? All the same arguments apply.4 In 2004 the Ethnic
Minorities Task Force publicised pay differentials between black
and white workers in exactly the same way as the gender pay gap:
one report was headed ‘Black pay gap robs minorities of £7,000 a
year’.5
Having more than one pay gap as a target could, however, lead
to problems. For policies can conflict. Suppose that an increase in
the pay of Pakistanis, Bangladeshis and black workers relative to
whites could be engineered in some way. This would, other things
being equal, probably mean that the gender pay gap as officially
measured would rise slightly – because the chief gainers in these
minority groups would in the short run be male.6
4	Except that there is rather more evidence of direct discrimination against some
ethnic minorities than there is against women. Yet despite this, in the UK as in
most other countries, gender discrimination is seen as a more serious issue than
ethnic or racial discrimination (OECD, 2008: ch. 3).
5 www.clickajob.co.uk/news-black-pay-gap.
6	A further complication is that it is increasingly obvious that some poor white
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This is just one example of the way in which the gender pay
gap interacts with other social concerns – something that has
never been sufficiently emphasised in the policy debate. Take
another example: an increase in female earnings associated
with a reduction in the gender pay gap would have the effect of
widening the disparity of income between households. This is
because the UK has seen since the 1980s a dichotomy between
‘work-rich’ and ‘work-poor’ households (Simon and Whiting,
2007). There has been a growth of two-earner households, but
also a growth of no-earner households (where there is a single
workless parent or two partners, neither of whom works). Clearly
an increase in female pay in a two-earner household increases the
income gap between such households and work-poor households.
So a decrease in one measure of inequality, the gender pay gap,
increases another measure.
If this is true of society-wide measures of inequality, it is also
the case that an increase in female earnings would primarily
benefit white households, as ethnic minority women have lower
participation rates (with some exceptions). Thus an increase
in women’s earnings would in the short run at least mean an
increase in the income gap between white and minority ethnic
households.
Disability is another area of concern. People with disabilities
are far less likely to be top earners, and there is a substantial pay
gap between the able and disabled sections of the population
(Meager and Hill, 2005). Of those with disabilities, more men than
boys are performing very badly at school (worse than most ethnic minority
groups) and face very poor job prospects, as Trevor Phillips of the Equality and
Human Rights Commission has noted (‘Poor white boys are victims too’, Sunday
Times, 27 April 2008).
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women are in employment (Berthoud, 2006) and an increase in
the pay of those with disabilities with respect to the able employed
would probably have the incidental effect of marginally increasing
the gender pay gap.
Religious belief is yet another area where there is claimed to be
some degree of discrimination.7 Although no estimates of a ‘religious pay gap’ have been published, it seems likely that some such
gap exists. How does this relate to gender? It used to be assumed
that women were more involved in religious activity, and thus
this might be a further source of disadvantage. Loewenthal et al.
(2002) have demonstrated, however, that this assumption was
culture specific. Although Christian women are more religiously
active than men, the reverse seems to be the case for Muslims,
Jews and Hindus. It seems likely that Muslim men in particular
may suffer some labour market disadvantage from their religion.
Finally, sexual orientation is another area that is protected
by laws on discrimination. There is some evidence that gay men
earn more than heterosexual men, a pay gap that is not thought
to require redress. Why? It is not an entirely facetious question.
If inequality is the issue – rather than poverty – why shouldn’t we
be concerned?
Drawing attention to these different sorts of pay gaps is not
meant to trivialise any of these issues. But the point is that for
too long there has been an emphasis on reducing the gender pay
gap, rather than (say) redressing the low pay or poverty of more
specific groups in the population – whether they comprise women
or men. It is far from obvious that there is some sisterly mutuality
of interest between Marjorie Scardino, Pearson’s chief executive,
7

Weller et al.(2001).
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Six impossible things before breakfast
The ‘gay pay gap’
There is an interesting story around the gay pay gap. In a
recent paper, Arabsheibani, Marin and Wadsworth (2005)
use decomposition analysis of the kind discussed earlier to
examine pay differences associated with sexual orientation.
They observe that both gay men and lesbians earn more
on average than their heterosexual counterparts. Yet their
analysis indicates that gay men, while earning more than
heterosexual men, show lower returns on their observable
economic characteristics. It is possible, therefore, that there is
some discrimination against them – though, as we have seen,
other explanations may be plausible. Yet lesbian women, also
earning more than heterosexual women, seem to get higher
returns on their economic characteristics – which might
suggest that there is discrimination in their favour.
It is not possible to form a definitive view on the basis of
this one piece of work, but it illustrates once again that a raw
pay gap between two groups of workers is an ambiguous
piece of evidence when it comes to determining causation
and thus shaping appropriate public policy. It also reminds
us that a simple dichotomy between ‘women’ and ‘men’ is
very misleading in a society where lifestyles vary considerably
within, as well as between, genders.

and a £6-an-hour female cleaner, such that it transcends all other
issues of inequality in the UK labour market.

Lewis Carroll’s White Queen, in Through the Looking Glass, shocked
Alice by declaring that she had often believed ‘as many as six
impossible things before breakfast’. Believing that the gender pay
gap can ever be completely eliminated probably requires considerably more than six impossible things. It is rather more likely
that a reverse gender pay gap – women earning more than men on
average – might eventually emerge.8
For what would you need to close the gender pay gap
completely? Men and women would need to have the same qualifications, in the same subjects, be employed in the same types of
occupations in the same type of firms, have the same preferences
between paid work and home work, share domestic tasks equally
and take the same amount of time out of the workforce, have the
same career plans and expectations, value the same attributes of
jobs, take the same amount of time travelling to work and so on. Is
this likely ever to be achieved? And would it be desirable?
I am not the first economist to admire Kurt Vonnegut’s dystopian fable ‘Harrison Bergeron’.9 In this short story, total equality
has been achieved by physically handicapping the most intelligent
and talented members of society to bring them all down to the
same level of ability and attainment, a process that is overseen by
the United States Handicapper-General. Harrison Bergeron, the
central character of the story, has exceptional intelligence, height,
strength and good looks, and as a result he has to carry enormous
8

9
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‘A reverse gender pay gap should no longer be unthinkable’ (Gregory and Connolly, 2008). It is interesting to speculate what might happen were women on
average to start earning more than men – as we have seen, in some subgroups
of the population they already do. Would this be considered a matter for public
concern?
Published in his Welcome to the Monkey House.
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handicaps. These include earphones that produce continuous
distracting noises, three hundred pounds of excess weight, spectacles to give him headaches and cosmetic changes to make
him ugly. Even then he can’t be held back and stages a revolt on
national television. Ultimately the only way he can be restrained
is to shoot him.
In conclusion

Much writing and public comment on the gender pay gap
starts from the premise that its existence is evidence of a strong
and systematic bias against women in the labour market, that
employers are in large measure to blame for this, and stronger
government action is necessary to redress the balance. This paper
has argued that this largely uncontested view is open to serious
challenge.
There is most certainly a gender pay gap; but it has fallen, is
likely to fall further and could even go into reverse. The full-time
pay gap is a misleading and partial indicator of the economic
status of women, and it does not indicate much about any real loss
to the economy. Employer discrimination is not a major factor:
the size of the pay gap depends on a range of factors, many of
which are probably beyond the influence of government as they
depend on the values, preferences and choices of individual men
and women.
The size of the gap can fluctuate for obscure reasons, and its
size relative to that of other countries means very little in isolation. Policies advocated to reduce the size of pay gap often show a
misunderstanding of basic economics. They are unlikely to succeed
but could create significant collateral damage. Their failure is
104
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likely to spread disillusion, which could lead to further government intervention with much more damaging consequences.
The gender pay gap is, furthermore, only one measure of
inequality in a society and there is no obvious reason to privilege
it over other concerns which may be of more importance. There
are likely to be conflicts between policies to reduce the gender pay
gap and those aimed at other types of disadvantage: this is rarely
acknowledged.
Men and women are groups that are far too large and heterogeneous to benefit from sensible policy interventions going beyond
the basic principle of equality of opportunity, already enshrined
in law and increasingly embedded in practice in this country.
Complete equality of outcome between men and women’s pay is
impossible to achieve in a free society of any complexity. All of this
suggests that we should make far less of a song and dance about
the gender pay gap.
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