WOMEN’S BUREAU

UNDERSTANDING THE GENDER WAGE GAP

What is the Gender Wage Gap?

The Equal Pay Act of 1963 prohibits wage discrimination on the basis of sex, yet as far back as data has been collected,
women, on average, have been paid less than men." In 2021, when comparing the median annual earnings of workers
employed full-time, year-round, for every dollar paid to men, women were paid 84 cents.? For every dollar paid to white
non-Hispanic men:

* White, non-Hispanic women were paid 80 cents,

» Black women were paid 67 cents, and

+ Hispanic women (of any race) were paid 57 cents.®

The gender and racial wage gaps are often calculated based on earnings data for women and men who work full-time,
year-round in order to control for differences in work hours and experience. And while these statistics are an important
measure of gender, racial and ethnic inequality, they can mask diverse experiences among sub-populations and omit
certain workers. We know, for example, that women are less likely than men to be employed full time or for the full year.
In total, about two-thirds (64.6%) of working women are employed full-time, year-round compared to three-quarters
(74.8%) of men.*

What Causes the Gender Wage Gap?

Working to eliminate the gender wage gap requires looking beyond these statistics to explain why women’s earnings
are lower even when they work full time, all year long. A recent report coauthored by the U.S. Census Bureau and
the Department of Labor’'s Women’s Bureau provides what is currently the most comprehensive examination of the
causes behind the gender wage gap.® The report uses detailed survey and administrative records data to identify pay
differences between women and men and quantifies the most important contributors to the wage gap.

Using more detailed and expansive data than was previously available, the analysis shows that about a third of the
gap between full-time, year-round working men and women’s wages can be explained by worker characteristics, such
as age, education, industry, occupation, or work hours. However, roughly 70% cannot be attributed to measurable
differences between workers. At least some of this unexplained portion of the wage gap is the result of discrimination,
which is difficult to fully capture in a statistical model.
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MEASURABLE CONTRIBUTORS TO THE GENDER WAGE GAP

-13.6%

-10% 0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
I Education [0 Age B Work History Race/Ethnicity ¥ Industry
M Usual Weekly Work Hours Metropolitan Status [l Region M Occupation B Unexplained

SOURCE: Foster, Thomas B., Marta Murray-Close, Liana Christin Landivar, and Mark DeWolf. An evaluation of the gender wage gap using linked
survey and administrative data, (Washington DC: US Census Bureau, Center for Economic Studies, 2020), https://www2.census.gov/ces/wp/2020/CES-
WP-20-34.pdf

The Impact of Occupation and Industry

Although most of the wage gap between men and women cannot be explained through measurable differences, by
far the largest contributors we can measure are the types of jobs that women have, and the lower compensation
offered in those jobs. Specifically, differences in the industries and occupations where men and women work explain
42.0% of their variance in earnings.

Women'’s overrepresentation in certain jobs and underrepresentation in others has a number of different causes.®
Social norms and stereotypes shape opportunities and choices,” and educational sorting and training gaps make
certain pathways more or less feasible.® Women are more likely to take on family caregiving responsibilities, which
can limit women’s options for paid work,® while workplace discrimination, culture, and harassment can push women
out of jobs, prevent them from advancing in their careers, or keep them from entering in the first place.’® And in the
end, occupational and industry segregation leads to lower pay for women and contributes significantly to the gender
wage gap.

First, the jobs where women represent most of the workforce often pay low wages. This is especially true in
the care economy. The maijority of childcare workers, maids and housekeeping cleaners, home health aides and
personal care aides are women, and these are all jobs where the pay is significantly below average wages." Women-
dominated jobs are also less likely to include benefits like employer-provided health insurance and retirement plans
compared to occupations dominated by men."?

Second, regardless of the gender composition of jobs, women tend to be paid less on average than men in the
same occupation even when working full time. When comparing more than 300 detailed occupations, there are
none where women have a statistically significant earnings advantage over men, but hundreds where men have
significantly higher earnings than women." These gendered differences in pay are common across both high-and
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low-paid occupations. For example, women represent 86% of registered nurses, a higher than average paying job,
but are paid only 89.4% of what their male peers receive.* Women are 90% of all receptionists and information
clerks, but their average weekly pay is only 78.7% of men’s, a significant difference (amounting to nearly $200 per
week) for these women workers who are already being paid an average of only two-thirds the median wage.'

And third, because women’s labor is so devalued, the average pay for an occupation has been shown to
decrease when women start to enter a field in larger numbers. Occupations that employ a larger share of
women pay lower wages even after accounting for characteristics of the workers and job, such as education, skills,
and experience.'®

Focusing specifically on Black and Hispanic women to disaggregate the causes of the gender wage gap relative
to white, non-Hispanic men,'” research shows that differences in occupation and industry are the single largest
measurable cause of women’s lower wages. As a result, Black women lose an estimated $39.3 billion, and Hispanic
women an estimated $46.7 billion, in lower wages each year compared to white men that can be attributed to
segregation by occupation and industry.'®

Other Contributors

About 30% of the wage gap can be explained by measurable differences between men and women. Interestingly,
some of these, like education, help narrow the wage gap since women overall have greater educational attainment
than men."® But the fact that women are more educated than men is still not enough to bring them to parity. Gender
norms, stereotypes, and discrimination mean that women’s returns on degree attainment are not equal to those of
men and men with lower levels of educational attainment typically are paid more than more highly educated women
even when working similar hours.

Pay differs substantially by gender and by race and ethnicity. But race and ethnicity—on their own, when other
measurable characteristics are controlled for—explain a relatively small portion of the wage gap, accounting for just
2.5% of the total differences in wages between women and men. This is caused by several interrelated reasons.

Some of the differences in the wages between Black and Hispanic women and white, non-Hispanic men can be
explained by other measurable factors. For example, Black and Hispanic workers tend to be younger?' and there
are significant variations in educational attainment across the labor force by race, ethnicity, and gender.?? Statistical
modeling separates out the impact of these differences to quantify their contribution to the wage gap individually,
which means that the 2.5% of the wage gap attributed to race is due only to the impact of race, not to different
patterns in age, education, or type of job. The fact that race remains a contributor to the wage gap even when
accounting and controlling for other observable differences is meaningful, since in the absence of discrimination
race and ethnicity on their own should have no impact on wages.

The overall wage gap numbers also reflect the reality that racial and ethnic stereotypes and expectations, in addition
to gender stereotypes, start to impact people at a young age and can significantly shape life and career trajectories
in ways that are not necessarily reflective of an individual’s interests or capabilities. While statistical modeling allows
for the examination of some of these factors individually, in people’s lives they are experienced simultaneously, often
in complex ways. The overlapping impact of racial, ethnic, and gender stereotypes can influence the availability of
and access to opportunities like education, training, and the types of jobs workers hold.??
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Conclusion

Efforts to close the gender and racial wage gap should address the leading contributors to differences in pay.
Solutions must address occupational and industry segregation, while at same time addressing discrimination and
other factors not easily captured in statistical models. This will require supporting women entering male-dominated
fields, raising wages and job quality across all sectors and especially in women-dominated jobs, and ensuring racial
and gender equity in the high growth fields creating the jobs of the future.
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