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MARKETS ARE A WOMAN'’S BEST FRIEND

There was a time when household responsibilities were
clearly defined as men bringing home the bacon and women
tending to children and housework. Those days are long
gone. Dual income families represent 63% of Canadian
households. Since 1980, the number of women earning
more than their spouses has tripled, with 1.3 million women
acting as the primary breadwinner among 4.6 million cou-
ples in 2005. In other words, women out-earn men in 28%
of Canadian families, quite a step-up from the 1980s when
this ratio was only 15%. With each generation, women
have improved their educational attainment and job expe-
rience. They have increasingly infiltrated traditionally
male-dominated occupations. Why then, in spite of these
labour market advancements, do women’s wages still trail
the earnings of men?

Part of the shortfall in women’s wages can be explained
by differences in productivity, occupational choice and
experience. Yet, studies typically find a 5-15% gap in fe-
male hourly wages that cannot be explained by such fac-
tors alone.! The gender gap tends to be smallest in situa-
tions where employers face a higher degree of competi-
tion for labour — a situation that will become more preva-
lent as Canada’s prime working age population shrinks.
By 2024, the workforce between the ages of 25-44 will
start to contract. Unless hours worked or productivity rise,
employment and economic growth will be constrained.
Enter women, who will make up more than half of the
prime working age population. Although stay-at-home
mothers offer significant contributions to the home,
economy and society at large, this group of women is not
the focus of this research report. Rather, we argue that the
prospects have never looked better for those women who
want to participate in the labour market.

Women are exceeding men in university enrollment and
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HIGHLIGHTS

e The market will place women and men on more
equal footing in the workplace over the next
few decades

e As Canada’s population ages, employers will
become increasingly reliant on women to fill
the skill shortages that will emerge

e Women are exceeding men in university
enroliment and clustering in service-oriented
jobs, both areas will be critical to Canada’s fu-
ture prosperity

Education is the great equalizer

are clustering within service-oriented jobs. Both charac-
teristics will reap an economic return as globalization and
aging populations keep domestic economic growth
centered on highly skilled service production. Employers
will become increasingly reliant on women to fill the skill
shortages. For those who want to participate in the labour
force, markets will become a woman’s best friend.

The rise of women in the workforce

Recent generations have witnessed a dramatic trans-
formation in Canada’s labour market. The number of peo-
ple working relative to the population aged 15 and over
has increased nearly 6 percentage points since the mid-
1970s to a record 63% this year. And who’s to credit for
this? Women. Female participation rates across key age
cohorts have risen. The prime working age group (25-44)
has jumped to nearly 82% compared to only half of women
participating in the job market three decades ago. Labour
force entry among women in the 45-64 age group has been
equally impressive. With strong labour demand and
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women providing the labour supply markets most need,
participation rates among men have gone in the other di-
rection, falling between 3-5 percentage points in all age
cohorts over the past three decades. Although the increase
in female participation and employment has been a global
phenomenon, Canada’s performance has been so good rela-
tive to other OECD countries that only Nordic and Swiss
women are more likely to be in employment.

Looking into the future, there is reason to believe par-
ticipation rates among all women will rise further, espe-
cially among those aged 45-64. This latter group currently
has a participation rate of only 68%, compared to 82%
among those aged 25-44. Since the mid-1980s, however,
the gap between these two age brackets has steadily nar-
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rowed, with participation among the older group rising at
a faster rate than the younger group. This trend towards
convergence should continue since the economics have
improved for women to stay in the labour force over a
longer period of their lifetime.

With each new generation, women are supplanting the
experience of their mothers by increasing the amount of
lifetime years they are dedicating to the job market. Suc-
cessive generations have benefited from the breakdown
of gender biases. In addition, women are bearing fewer
children and postponing that decision to a later age in life,
which facilitates getting an education and entering the la-
bour force. The decision to have fewer children also al-
lows women to spend more time in the labour market and
reduces the costs associated with extended or frequent
exits, as well as childcare. All of these influences are caus-
ing successive generations of women to reap greater fi-
nancial and professional benefits from the workplace and
this is leading to longer lifetime attachments to the labour
force. Odds are that a 30-year-old in the labour market
today will still choose to be on employer payrolls at the
age of 50.

Education is the great equalizer

Education is perhaps the most influential factor to
higher and longer labour market participation. And, in
many respects, increased female education becomes a self-
perpetuating cycle. Studies show that if the family house-
hold head is university educated, the probability increases
that male or female children will go to university, how-
ever, the marginal effects are always higher for female
children.?

The share of university degrees granted to women has
been rising steadily over the years, with women granted
the majority of Bachelor (BA) and Master (MA) degrees.
In fact, the divergence with men is quite striking at the BA
level. In 2004, 62% of BA degrees went to females. At
the doctorate level, women represented a smaller share of
graduates (44%) in 2004, but the trend has been rising
with great speed. Only a decade earlier, the female share
of doctorate degrees was more than 10 percentage points
lower.

Why do women represent a greater share of university
graduates than men? We believe the explanation is two-
fold. Men occupy a greater portion of jobs in the goods
industry, which tends to offer high earnings at relatively
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There are some interesting regional differences with
the national statistics on women participation in Canada.
Take Alberta, for example. This province traditionally
had higher female participation rates for women in the
prime working years 24-44 than the nation as a whole.
In fact, for three decades, women participation rates in
Alberta were consistently 2-4 percentage points above
the national performance. This positive gap came to
an end in the late 1990s, and in 2006, Alberta stood
one full percentage point below the national statistic.
While one percentage point may seem minor, small
deviations can have meaningful consequences. If the
province had the same participation rates as Canada
in 2006, it would have added 10,000 more women into
the labour force, which would surely have been wel-
comed in a province with the tightest job market in the
country. Imagine if Alberta had sustained its prior 2-4
percentage point gap with Canada.

On the other end of the spectrum, Quebec, Sas-
katchewan, P.E.l. and New Brunswick attract the most
women from this key age group into the labour market.
The reason seems to be twofold. First, these prov-
inces have fewer female immigrants as a share of their
population (around 10%) compared to 17% for B.C. and
Alberta and 30% in Ontario. Immigrant women have
lower participation rates than Canadian-born women
aged 25-44 (75% versus 82.4%)." Perhaps this is tied
to their experience in the job market. Even after being
in the country 5-10 years, only 65% of female immi-
grants seeking a job actually find employment compared
to 80% among Canadian-born women. In contrast,
employment rates among their male counterparts have
already converged with Canadian born men by this pe-
riod. And, even once immigrant women secure a job,
they earn substantially less than their Canadian-born
counterpart.

Second, it's no coincidence that Quebec, Saskatch-
ewan, P.E.I. and New Brunswick have the highest par-
ticipation rates among women with children, especially
those with children under the age of six. The availabil-

Alberta mothers lag the country in women participation rates
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ity of high paying jobs for women in the service sector,
economic circumstances and social support (i.e. available
and affordable childcare), are all factors that play into this
outcome. Nevertheless, while the rest of the nation has
seen an upward trend among this group of mothers in la-
bour market participation, Alberta has seen a decline since
2000. In fact, Alberta has a considerable 5 percentage
point gap with the national rate and the lowest participa-
tion rates for these mothers in the country.

It won’t be long before Canada’s population growth will
be completely driven by immigrants. Faced with this real-
ity, employers will need immigrants like never before to fill
the skill shortage that will develop from a retiring and ag-
ing population. By the same token, it will be increasingly
important for employers to develop policies that help re-
tain mothers who want to participate in the labour force,
especially those who are highly educated and have accu-
mulated some work experience. All of these women hold
the key to Canada’s future prosperity. Their skill sets can-
not continue to be underutilized if Canada is going to main-
tain its standard of living and compete on the global stage.

June 2006

' Roy, Francine, From She to She: Changing Patterns of Women in the Canadian Labour Force, Canadian Economic Observer,
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SHARE OF UNIVERSITY DEGREES BY
GENDER, 2004
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lower levels of education. But perhaps more importantly,
women have figured out that it pays to have a university
degree. The financial return for women with a post-sec-
ondary degree is considerably greater than that for men.
In 1977, women with a university degree earned $1.88 for
each dollar earned by women with only high school edu-
cation. The equivalent for men was $1.63. By 2003, the
university earnings premium for women had risen to $2.73,
but to only $2.13 for men. Expressed differently, between
the years 1977 and 1992, getting a university degree rather
than stopping at the high school level resulted in an earn-
ings premium that was 16% higher for women than men.
From 1993 to 2003, this premium gapped further to 22%.
The same conclusion emerges from studies of rates of re-
turn to university education where the estimates cluster in
a 12-17% range for men but 16-20% range for women.’
A shrinking labour force and ongoing pressures from
globalization will serve to increase demand for highly edu-
cated and skilled workers in the years to come, further
widening the wage premium from education. Human Re-
sources and Skills Development Canada estimated that in
2003, 55.8% of all occupations required a high-skilled
worker and only two types of skills were forecasted to
experience an increase in demand from now until 2013:
occupations requiring a university degree or managerial
capabilities. The high prevalence of women in universi-
ties has set the wheels in motion for them to bridge the
future needs of employers. Education will be the great
equalizer that will allow women to capitalize financially
and professionally on this impending economic transition.

Markets are a woman’s best friend

Education: Women still cluster in traditional fields

While women will continue to enter once-male-domi-
nated occupations, the main areas of future employment
for women will likely continue to be the traditional serv-
ice fields of education, humanities, social sciences, and
health. The gap in the number of degrees held by women
relative to men is particularly large in these areas. For
instance, 16% of women with a university degree special-
ized in education, more than twice the number of men.
Indeed, many education experts worry about the virtual
disappearance of men teachers, especially at the primary
level. A similarly large divergence exists in the health
discipline, evidenced by the increasing feminization of
employment in this area. Women hold nearly 83% of the
jobs in health and social assistance, up from 76% in the
mid-1970s.

Women are making inroads into traditionally male-
dominated fields. Since 1980, employment in the non-
traditional women occupations of management and pro-
fessionals has risen by 93% (nearly triple the rate of men),
while employment in secretarial and administrative posi-
tions has declined 6.5%. There is already evidence that
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the shift by women into these traditionally male-dominated
fields is bearing fruit, especially among married women
where 60% of female primary earners in the household
are employed in managerial and professional occupations.

In professional disciplines where women display a tra-
ditionally low representation — architecture & engineer-
ing — progress is still evident. For instance, women repre-
sented just 25% of architecture & engineering BA degrees
in 2004, but this is up from just 17% in 1992. In fact, the
share of females in this field has risen at all levels of edu-
cational attainment, be it BA, MA or doctorate.

Women need greater numbers in math/science

Although increased entry into math and science is
moving at a glacial pace among women — and it remains
the last choice for study — there is reason to be optimistic
about the future. For one, there was a 48% jump in math-
related BA degrees granted between 1992 and 2004. And,
at the doctorate level, women now make up one-third of
graduates compared to just 17% in the early 1990s. This
trend in educational attainment has started to show up in
the halls of academia, where women represented 13% of
full-time faculty members in 2002/03, nearly twice the rep-
resentation in 1990/91.* The recent increase of women
math doctorates places them among the youngest on fac-
ulty staff. Their presence should increase with time, not
only in this but other academia fields. As an increasing
number of women attain doctorates, they will be readily
available to replace retiring faculty staff that is currently
skewed to senior males.

That’s the glass half full interpretation. There’s no
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SHARE OF FEMALE BACHELOR DEGREES
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getting around the fact that women still display a general
aversion to math and applied sciences such as engineering
and architecture. As a result, they are a long way off from
reaching critical mass in the job market. Men have dou-
bled the number of math BA degrees between 1992 and
2004, such that when taken as a share of total degrees,
those held by women has actually declined over the pe-
riod. And, when we look at all levels of educational at-
tainment and fields of study, a mere 3% of the degrees
held by women are in math, which is unchanged from a
decade ago. Degrees in engineering and architecture also
came in near the bottom of the list at less than 4%. In
contrast, the share of degrees held by men is 3-to-4 times
greater than women within all of these fields of study.
There is much debate over the extent to which biologi-
cal, sociological, and educational influences contribute to
the low presence of women in math and applied science.
What is known, however, is that females don’t start off
life with a lower aptitude in these fields. Studies show
that girls perform as well as their boy counterparts in youth
math literacy skills. Frequent references can be found to
the result that 15-year-old boys outperformed girls of the
same age in the OECD's Programme for International Stu-
dent Assessment (PISA). Yet with a score of 541 for Ca-
nadian boys in the 2003 survey and 530 for girls, the dif-
ference should not be regarded as statistically significant.
The same 11 point gap between boys and girls is found for
the OECD average. Similarly, the 2003 survey revealed
an 11 point edge for Canadian boys over girls in the sci-
ence component. Again this is not statistically significant.
In contrast, girls had a significant edge over boys in Canada
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in reading, with respective scores of 546 and 514.

We can also examine the periodic tests done in Canada
under the School Achievement Indicators Program (SAIP).
The 2004 survey in science showed a similar percentage
of boys and girls in the top four levels (levels 2, 3, 4 and 5)
at both 13 and 16 years old. But for both age categories
boys had almost a 4 percentage point edge in the distribu-
tion for the top 3 levels only (38.3% of girls age 13 in the
top 3 levels compared to 42% for boys; 62.1% of 16 year
old girls in the top 3 levels compared to 65.9% of boys).
The 2001 survey in mathematics for 13 and 16 year olds
also showed a similar distribution of boys and girls in the
top four levels but a distinct edge for boys in the top 3
levels only.

And just to drive the point home, the Toronto District
School Board's 2004-05 Secondary Student Success Indi-
cators found that Grade 9 girls had a significant edge over
boys in math and science. From that school district the
distribution of female and male graduates registering for
university programs in commerce/business and science was
relatively balanced. Still, females accounted for only 17%
of graduates registering for university programs in engi-
neering and applied sciences.

The comparable performance of boys and girls in apti-
tude suggests that perhaps environment and culture play a
significant role in the low female representation in the math
and applied science fields in post-secondary education.

Educators, corporations, governments and parents
need to do more to engage girls in math and science at
younger ages in order to benefit from greater enrollment
in these subjects at the post secondary level. A number of
intervention methods, such as spending time with role
models, making the subjects more ‘hands on’, eliminating
gender biases in the classroom or separating girls from
boys when teaching science and math, have proven suc-
cessful in boosting self-esteem and cutting through gen-
der stereotypes or other cultural barriers. At present, it
appears that many of these policies are applied on a piece-
meal basis across Canada. Consideration should be given
to applying proven successful teaching techniques more
broadly and uniformly.

If the representation among women in math and sci-
ence is low in post secondary education, then it will also
be low in the future job market. This has already been
identified as one of the factors keeping women out of a
number of well-paying jobs. Research has shown that at

Markets are a woman’s best friend

least a portion of the earnings gender gap is attributed to
differences in education disciplines, and math and science
tend to be among the best paying jobs for women. For
full-time workers, the gender earnings gap is smallest
(though it still exists) in the science field relative to all
other disciplines. The gap widens substantially in health,
with women earning 50% of their male counterpart. How-
ever, the gender wage gap in the health industry is some-
what exaggerated since almost all men in this field are
employed as doctors and other diagnostic professionals,
while a greater proportion of women take up part-time or
lower paying jobs, such as nursing.

Women in the workplace

While the consistent low representation of females in
math and science degrees is disappointing, the overall high
concentration of women in university puts them on the
right path to benefit from future job opportunities and wage
growth. Employment in services has been leading the
charge in transforming Canada into a knowledge-based
economy, and this trend will intensify in the years ahead
due to the convergence of demographics (aging popula-
tion) and the expansion of technical knowledge. One re-
sponse to difficulties in hiring will be to substitute capital
for labour. Doing so would cause employers to increas-
ingly seek out highly skilled workers who can work with
the capital, causing their wage premiums to rise. Since
1990, nearly 2 million jobs were created for university
educated workers, whereas only 417,000 jobs were avail-
able to those with a high school degree. Highly educated
women were snapped up to the tune of 1.1 million, of which
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80% of the jobs were in full-time employment.

The steady shift towards a service economy means that
service-producing jobs now account for 75% of the entire
labour market, up 7 percentage points from two decades
ago. Some of the sectors where women cluster in educa-
tion have been faring particularly well. For instance,
health and education make up nearly one-fifth of total
employment. In fact, no sector has added more workers
than health since the late-1980s, and an aging population
will surely keep jobs in this sector as a frontrunner in the
future. As mentioned above, many of these jobs are in
lower paying positions, but demographic challenges may
offer a market solution in adding upward pressure to wages
as demand for these skill sets intensifies. And, lest we
leave the impression that women are all in lower paying
health jobs, women made up 55% of doctors and dentists
in 2004, compared to 47% in 1987.

The increasing orientation towards a service-based
economy will be of particular benefit to those women with
an entrepreneurial spirit. Women make up 35% of self-
employed workers, up nearly 10 percentage points from
the mid-1970s. Within the service sector only, however,
the concentration of women is higher at just over 40%.

Contrary to conventional wisdom, most women are not
‘pushed’ into self-employment. In fact, about 78% of
Canadians are ‘pulled’ into self-employment, meaning they
choose to become their own boss. And, women were just
as likely as men to make this choice. A survey conducted
in 2000 found that the most popular reasons cited were
independence (25%), work/life balance (13%), flexible
hours (10%) and challenge (10%).

Challenges of self employed women

Life isn’t picture perfect for self-employed women.
It is easy for self-employed women to fall outside of
the social safety net. Their well being is threatened
by the lack of access to pension plans and benefits
including maternity and parental leave. Astudy of 168
self-employed women from across Canada in a vari-
ety of occupations revealed that most women had dif-
ficulty taking time away from their business for mater-
nity/parental, sickness or family care giving reasons.
The most frequently cited obstacle was inability to find
a replacement, reduced earnings and loss of clients
and visibility. A Statistics Canada report (2004) showed
that 1 in 3 self-employed women returned to work
within 2 months after having a child, compared to 5%
of paid workers.

A key concern in past research on self-employment was
that women have historically entered sectors that are heav-
ily female dominated, labour intensive and have low profit
margins. Examples include personal services such as
childcare, cleaning and food services. It is true that women
do have high and rising representation in these areas. But
women are also breaking from tradition with great speed.
The graphs below show an explosion of female employ-
ment growth in areas of finance, insurance and real estate,
as well as professional and scientific services. The cumu-
lative growth since 1987 for women in these fields has
been 400-450%, twice that for males. And, in absolute
levels, over the past five years more women have entered
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the professional/scientific fields than men (32,000 vs.
23,000)! These non-traditional female sectors are consid-
ered ‘upper tier services’ and provide better opportunities
for higher income and profits.

Women reaching for the top

Although there is an increasing presence of women in
the boardroom, progress has been rather slow. According
to surveys conducted by Catalyst, in 1998, women made
up only 6.2% of board directors. By 2005, that figure had
doubled, but since women represent nearly half of the la-
bour force, a 12% representation of board directors is noth-
ing to boast about. Canada has not even been as progres-
sive as the U.S., where women make up 15% of board
members.

Still, the increase in representation over the past seven
years is evidence that attitudes are changing in the board-
room and women with higher skill sets are being recog-
nized. As the years progress, market forces will work in
favour of women reaching for the top. One of the factors
likely skewing down women board representation is that
the relative education level of older women (44-65) is far
surpassed by men among the older workforce. Given that
board members tend to represent people who are long-in-
the-tooth when it comes to experience and skills, there
would be fewer older women to draw upon that fit this
bill. Since the education gap switches at the 35 and under
age group, with women having more post-secondary edu-
cation than men, it is only a matter of time before women
start to show up in larger numbers in the boardrooms.
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Retiring lesser-educated women will gradually be replaced
by a workforce with a disproportionate share of highly
educated and skilled women.

While education is important in helping women be-
come corporate officers and board members, it has not
been sufficient to break through all barriers. For instance,
women have represented more than 50% of undergradu-
ate degrees in business administration over the past dec-
ade and they have consistently represented 40-42% of
MBAs. At one level, their education attainment is paral-
leled in the job market. Women hold more than 52% of
professional occupations in finance and business, com-
pared to just 38% in the late 1980s. One would think that
these types of jobs are the stepping stone to senior man-
agement positions. However, in these high ranking posi-
tions, women make up only 26-28% of the landscape. In
addition, a 2006 survey conducted by Catalyst found that
almost 60% of all corporate officer positions were ‘line
positions’. These represent positions that have more power
and influence on profit-and-loss and, therefore, are con-
sidered important feeding pools to more senior levels. The
study found that women held less than 10% of line posi-
tions. Clearly a disconnect is occurring and the explana-
tion is likely rooted in some degree of discrimination, long
lasting career penalties from maternity leaves, and diffi-
culty achieving work-life balance. This leads us to exam-
ine the persistence of the gender wage gap and trends that
may be a driving force.

Women still playing catch-up to men in earnings

As women invest in education and show greater at-
tachment to the labour force, competitive market forces
have been instrumental in reducing the effect of discrimi-
nation and narrowing gender wage gaps. Nonetheless,
wage gaps exist within every sector. And, the experience
is universal, as not a single OECD country has managed
to eliminate the gender earnings gap.

The aggregate wage gap has narrowed significantly over
the past quarter-century, however, for women in the prime
working years of 25-34. Women have gone from 70% of
men’s earnings to 77%. A more dramatic transformation
occurred among 35-44 women, where the gender wage
gap has narrowed nearly 16 percentage points to a 75%
female-to-male ratio. But, herein lies a critical finding.
Why is the gap larger for women 35-44 versus those aged
25-34?

September 25, 2007



www.td.com/economics

Market forces are at work throughout the lifecycle of for the past decade-and-a-half. In contrast, the gender wage
men and women in the labour market. The gender wage gap was considerably wider at 67% among married women
gap is not constant over a woman’s lifetime, but rather it in 2006, though this has steadily narrowed by 7 percent-
tends to widen with age. The wage gap is smallest at young age points since 1980. Is it a coincidence that a study in
ages (18-24 and 25-34), when men and women are new the United States found 49% of high-achieving women to
entrants to the labour market with similar skills and expe- be childless, as compared with only 19% of their male
rience. It then gradually widens over time, as the earnings colleagues?® Probably not.

of women start to reflect the cumulative impact of career
interruptions, limitations on job advancement and differ-
entiated household responsibilities. In particular, children
generate career interruptions at a stage of the life cycle
when substantial investment in human capital occurs, such
as training and promotions.

Household and family responsibilities are not market-
friendly

Why the difference? One reason is that more than twice
as many women are in part-time employment than men,
and the incidence is particularly high among married
women with children, as they strive to find work-life bal-
ance. Among women aged 25-44 working part-time in
2006, more than one-third cited child care as the primary

Since never-married women have less of these conflicts
in their career development, it’s not surprising that they

represent the exception with a wage gap that is practically
non-existent with men (92%). In fact, for these women,
the wage gap has consistently held within the 90-98% range

reason. Only 4% of men offered the same explanation.
But part-time work is not a full explanation and, in

Although couples make up the majority of Canadian
households, lone-parent families represent a notable
16%. The vast majority (80%) of these are headed by
women, many of whom struggle to make ends meet on
a day-to-day basis.

There have been some positive developments in the
past three decades, such as rising employment and de-
clining low-income rates among lone mothers. The share
of female lone parents with jobs has risen to 68% in 2004
from less than 50% in 1976. However, most of the em-
ployment and earning gains of lone-mothers went to
those aged 40 and over, with the highest earnings insta-
bility remaining among lone-mothers aged 25-29."

Employment of female lone parents is highly influ-
enced by the age of children in the household. For in-
stance, in 2004, less than half (46%) of lone mothers
with children under age 3 were employed, compared with
75% of those whose youngest child was between the
ages of 6 and 15. As a result, lone mother families are
significantly more likely than other family types to be poor
and receive social assistance. In addition, a dispropor-

Single Moms Still Fall Through the Cracks

tionate share of all children living in low-income situa-
tions occurs within lone-parent families headed by
women. In 2003, 43% of all children in a low-income
family were living with a single female parent, whereas
these families accounted for only 13% of all children
under age 18 that year.2

This has two direct consequences. First, Canada’s
prosperity is impacted if these mothers are involuntarily
out of the job market because they having difficulty sup-
porting their family when government assistance is
scaled back as earned income rises. Second, studies
show that there is a direct relationship between a child’s
level of education and a parent’s level of income. For
parents in the lowest income quartile, the likelihood of
their offspring attending university is 17%, but for par-
ents in the highest income quartile, the likelihood rises
to 40%.° This means that Canada will miss out on some
skilled labour if children of lone-parent families are not
training to live and work in an environment that will de-
mand a higher skill set from its workers of the future.

2004, Statistics Canada, March 2007
2 Statistics Canada, Women in Canada 5th edition, 2006
® Rae, Bob, Ontario: A Leader in Learning, February 2005

' Morissette, Rene and Yuri Ostrovsky, Income Instability of Lone Parents, Singles and Two-parent Families in Canada, 1984-
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fact, the list is long among researchers regarding possible
influences. Among the factors believed to be more influ-
ential to full-time workers are experience and the number
of hours worked during the year. Due to career interrup-
tions, women are more likely to span work experience over
a longer period of time. Using 1997 data, one study re-
ported that women with 10-19 years of full-time full-year
work experience are on average 4 years older than men
with similar levels of experience.®

Likewise, women in full-time employment work on
average 4 hours less a week than men (38 hours vs. 42
hours). When annual earnings are used, the gender gap
for women in full-year full-time positions is 70.5%. But,
if hourly wages are used, the gender gap for full-time work
shrinks dramatically to 85%. The difference in working
hours was estimated in some studies to be the largest in-
fluence on the underperformance of women’s wages.

Part of the hours-gap arises from the push-and-pull of

work and home life. The migration of women into the
labour market has not been met with proportionate declines
in home responsibilities. For instance, women born in
1940 will work for pay an average of 48,000 hours over
their lifetime compared to 86,000 hours for men. But, those
born in 1970 are estimated to work 74,000 hours over their
lifetime compared with 93,000 for men. That’s a 54%
increase in time dedicated by women to paid work.” So
what happens when we layer on time commitments of
unpaid work?

Studies generally show that women engaged in the la-
bour market reduce their time spent on household tasks by
fewer hours than their increased time spent in the labour
market. Their male spouse/partner contribute to some of
the household tasks, but to a much lesser extent. A report
by the Government of Canada showed that the share of
paid and unpaid work for working age women is expected
to equal that for working age men for individuals born in

Market forces do not solve all problems, which is
why legislative and landmark legal decisions are nec-
essary to help promote gender wage equality. Canada
has a long history of adopting and reviewing interna-
tional, national and provincial legislation and policies to
address pay equity. In 1948, Canada adopted the Uni-
versal Declaration of Human Rights, which stated that
‘everyone, without any discrimination, has the right to
equal pay for equal work’. To this day, government poli-
cies continue to be revised to account for shortcomings
and changing social norms. As recently as 2001, the
Government of Canada established a Pay Equity Task
Force to review whether legislation was being clearly
and appropriately implemented at the federal level in
the modern workplace.

But in practice, the law must often intervene to en-
sure that legislation and policies are applied to women,
not just according to the letter of the law, but also ac-
cording to the spirit of the law. For instance, in 1999,
the federal government settled a landmark $3.6 billion
pay-equity dispute with over a quarter-of-a-million fed-
eral employees, most of them women. The dispute was
centered on allegations of systemic wage discrimina-
tion against employees in female-dominated jobs, which
carried lower wages than those in male-dominated fields.
In accordance with the 1977 Human Rights Act, pay
equity is a way to compensate workers in traditionally

Legislation helps bridge market failures

low-paid jobs by matching their salaries to those of men
in similar positions (i.e. job-to-job or proportional com-
parison). However, because women-dominated areas
of employment tend to have few or no male compara-
tors in their place of employment, the Human Rights Tri-
bunal upheld a decision to allow women’s wages to be
compared with those of male wages in other occupa-
tions, but where the contribution from labour was con-
sidered to deliver ‘equal value’. Factors such as skill,
responsibility, effort and working conditions are used to
determine if work is of equal value. The federal govern-
ment has not been alone in this interpretation of the law,
as courts around the country have applied similar deci-
sions to firms and provincial governments.

Although the legal process helps bridge gaps between
legislative and market forces, it is not very efficient. The
federal settlement for women took nearly 15 years to be
reached, and similar cases both in the private and public
sectors have taken equally long. Because of this, women
embroiled in the disputes are fighting for the benefits of
the future labour force. The long time lags and associ-
ated legal costs could deter women from bringing cases
to the court’s attention, especially given that pay equity
is largely a complaint-driven system. Faster resolution
of these disputes is necessary to ensure that the letter
and spirit of pay equity laws are applied in a just and
timely manner.
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SHARE OF WORK TIME* IN TOTAL TIME
BETWEEN AGES 25 & 54 BY BIRTH COHORT

% of Paid & Unpaid Work in Total Time

40 40

Males
35 4 - 35
30 4 - 30
Females
25 L e e e e LI B m e e e e e e e e e L 25

1900 1910 1920 1930 1940 1950 1960 1970 1980 1990 2000

*Paid and unpaid; Source: LifePaths Model, Statistics Canada

1955. But for age cohorts born thereafter, the share of
time spent by women on both types of work is expected to
surpass that of men.®

Gender housework gap: Tide is turning, but slowly

In spite of the surge of women participation into the
workplace, housework remains highly gendered. Women
shoulder a greater portion of the duties that are higher fre-
quency and offer the least flexibility, such as cooking, gro-
cery shopping and cleaning. Men tend to take on more
tasks that are less frequent and seasonal in nature, such as
household maintenance and gardening.

But, a shift in these traditional roles is definitely
underways; it’s just slow in coming. For instance, in 1986,
the presence of a wife actually lessened men’s participa-
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tion in housework, with single men participation at 61%
compared to married men at 53%. By 2005, those ratios
converged to 70% for single and married men.’ It’s not a
coincidence that this rise in married men participation at
home corresponded with an identical increase in the share
of dual-earner households with children under the age of
16. It’s a logical extension that men had to take up some
of the slack at home as married women participation in
the workplace rose. And, it was found that as the wife’s
income rises, the distribution of housework becomes more
even. When wives have an income of $100,000 or more,
the division of paid labour and housework between part-
ners was more likely to be split equally. Over a seven-day
week, each couple spends 6.5 hours per day on paid work
and 1.5 hours on housework."”” And in true market fash-
ion, as the marginal financial benefits to paid work rise
relative to housework, women and men are more likely to
hire domestic help to reduce the amount of time spent on
the latter. Men are also taking on a greater role as the
primary caregiver to their children. Families with a stay-
at-home parent have declined substantially since 1986, but
the proportion with a father in this role increased from 4%
to 11% in 2005.

In addition, more fathers are taking advantage of re-
cent changes to parental leave benefits. On December 31,
2000, the federal government extended parental leave ben-
efits from 10 to 35 weeks, with could be claimed by either
qualifying parent, or split between the two. Since these
changes were enacted, the participation rate by men in the
program has increased from 3% to 10%. So, societal
change is occurring, even though it may look to be a tor-
toise marathon. But, we must also keep history in per-
spective. How many of our fathers and father’s fathers
knew how to change a diaper, operate a stove or locate
cleaning products in the house? As the female-male wage
gap narrows, there will be an even stronger economic case
to shift “household’ responsibilities to men.

Conclusion

After accounting for gender differences in educational
choice, work experience, hours, and household responsi-
bilities, there is evidence that a wage gap of around 5-
15% still prevails. Government legislation can help bridge
some of this gap, but these policies have been around for
decades and since gender discrimination is often
‘unobservable’, it is difficult to address through policies
alone. In addition, more needs to be done to accelerate
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the legal process to make sure pay equity grievances are
dealt with in a timely manner.

We believe the more likely solution will come from
market forces. The wage gap has been narrowing over
time alongside increases in women’s attachment to the la-
bour market and investment in education (i.e. human capi-
tal). A shrinking pool of labour as the population ages and
an increasingly service-oriented economy means that de-
mand for skilled workers will increase. Women are not
only highly educated, but their skill set is clustered in serv-
ices, and therefore uniquely suited for a service economy.
Women hold the key to bridging the demand/supply im-
balance that employers will face. In response, employers

won’t just make efforts to hire women, but they will also
make more accommodative efforts to keep them — at the
very least, they will try to get them to return to the
workplace after child-rearing leaves. To better position
women for this transition, schools have to crack the math/
science phobia of girls. Role models will help, but other
intervention teaching methods are needed to support girls
in these fields.

Over the next few decades, we predict the market will
place women and men on more equal footing in the
workplace. Employers will need to respond, and more
men will need to learn to operate the washing machine.

Don Drummond, SVP & Chief Economist
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Beata Caranci, Director of Economic Forecasting
416-982-8067
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