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The Gender Wage Gap

he wage differential between male and female workers

has declined significantly over the past 30 years. For

example, in 1979 the median weekly earnings of full-
time female workers were only 63.5 percent of those of full-
time male workers—a 36.5 percent difference. This earnings
gap dropped to 30 percent in 1989 and 23.7 percent in 1999.
As of 2011:Q1, it reached a historical low of 17.2 percent.
Despite this trend, studies suggest that actual gender wage
disparity (which compares wages of male and female workers
with similar labor-force characteristics) is smaller than the raw
gender earnings gap discussed above.

One recent study found that women’s progress in educational
attainment during the 1970s and 1980s was the main explana-
tion for the decline in the gender wage gap in the 1980s and
early 1990s.! In addition, women’s gains in work experience
accounted for one-third of the gap’s decline in the 1990s.2 As
women become more educated, they have more employment
opportunities in occupations that require higher skills and pay
higher wages. Such occupational “upgrades” have helped to
narrow the wage gap, but there are still significantly fewer
women in highly paid occupations in law, medicine, and busi-
ness management.

Another important reason for the gender wage gap is the
difference between men and women in labor-force attachment.
Women are likely to leave a career temporarily for childbirth
and raising children. Such leaves may be associated with a
decrease in their human capital and temporary delays in training
and promotion, which consequently lead to

tion, career interruption, part-time status, and overtime hours
worked. The result was striking—these factors explain approxi-
mately three-fourths of the 20.4 percent raw gender wage gap
in 2007. The adjusted 2007 gender wage gap is roughly 5 per-
cent. It is reasonable to believe, therefore, that the actual 2011:Q1
gender earnings disparity is likely to be closer to 4 to 5 percent
rather than the 17.2 percent shown in the chart (gray circle).

Current research suggests that gender earnings disparity has
declined but not disappeared. The adjusted (“true”’) gender wage
gap, however, is substantially smaller than the raw gender wage
gap. Because of this, the raw gender gap is the improper indi-
cator for policymakers to use to justify corrective actions.

—Natalia A. Kolesnikova and Yang Liu
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5 Put differently, the “real” gender wage gap in average weekly earnings is
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