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This study investigates the evolution of salary differences and other as-
pects related to the labor activities of men and women in Latin America.
The analysis compares six countries—Argentina, Brazil, Colombia, Costa
Rica, Honduras, and Uruguay—which were selected based on the infor-
mation available during the study period. Each country, with the excep-
tion of Honduras, was observed three times: 1) the early 1980s, 2) the
late 1980s, and 3) the late 1990s.1

The data used were derived from household surveys, which offer
ample opportunities for analyzing important aspects of how labor mar-
kets function in these countries; at the same time, they restricted the
possibility of comparing countries because of differences in methodolo-
gies and coverage.

1 Honduras was observed during the late 1980s and late 1990s.

5

C
o

p
yr

ig
h

t 
©

 b
y 

th
e 

In
te

r-
A

m
er

ic
an

 D
ev

el
o

p
m

en
t 

B
an

k.
 A

ll 
ri

g
h

ts
 r

es
er

ve
d

.
F

o
r 

m
o

re
 in

fo
rm

at
io

n
 v

is
it

 o
u

r 
w

eb
si

te
: 

w
w

w
.ia

d
b

.o
rg

/p
u

b



WOMEN AT WORK: CHALLENGES FOR LATIN AMERICA

140

Literature review of wage differences by gender

An exhaustive review of discrimination literature can be found in Cain
(1986) and Altonji and Blank (1999). This section summarizes key as-
pects of wage discrimination theories that are relevant to the empirical
analysis presented further on.

When wage differences are observed between men and women, one
obvious possible cause is discrimination in the labor market (see the
theories of Becker, Phelps, and Arrow further on). Not all wage differ-
ences, however, are the result of discrimination, nor do all discrimina-
tory practices result in wage differences between men and women. The
following factors could also play a role in gender wage gaps:

■ Productivity gaps from differences in investment in human capital
(education and experience).

■ Productivity differences from discriminatory practices at other lev-
els of society, such as access to education or the existence of edu-
cation systems of differing quality for men and women.

■ Labor supply and preferences (compensation differences), which can
be endogenous through processes of education and socialization.

Theories of discrimination

Although various theories of wage discrimination exist, this study con-
centrates on the two that appear most relevant: the preference-based
discrimination theory of Gary Becker (1971) and the statistical discrimi-
nation theory of Kenneth Arrow (1972) and Edmund Phelps (1972).

For the effects of the analysis, presented below, Joseph Stiglitz’s (1973)
definition of discrimination is adopted: “There is wage discrimination
when individuals with the same economic characteristics receive differ-
ent wages and these differences are systematically correlated with cer-
tain non-economic characteristics of the individuals in question (race,
religion, gender).” In the literature on this theme, the group discrimi-
nated against is generally designated as a “minority” (or minority group),
while the remaining population is designated as the “majority.”

Preference-based discrimination

Preference-based discrimination refers people finding it disagreeable to
work with, contract, or share workspace with those from minority groups
and being prepared to pay to avoid doing so. This is the focus of the C
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traditional economic theory on wage discrimination, which is based on
the contributions of Gary Becker and has been complemented by  other
research.

Discrimination can originate from employers, employees or workers,
and consumers. The first source has received the most attention. Some
employers are prepared to pay men higher wages than women with equal
productivity. Employers who discriminate have higher costs than those
who do not and, therefore, smaller profits, other things being equal.

Under ideal competition conditions (free-market entry, multiple pro-
ducers and consumers, complete information, constant returns to scale,
etc.), wage differences based on this type of discrimination are tempo-
rary because competition pushes employers who discriminate out of the
market and produces an equalization of wages.

Discrimination by workers or consumers generally results in labor
segregation, but not necessarily in wage differences.

When markets are not competitive—for example, when there are
barriers to market entry—the potential for long-term discrimination exists.
For example, a monopoly can sacrifice a portion of its profits in ex-
change for hiring men, who cost more even though their productivity is
equal to that of women. Nevertheless, this faces limits because, if the
labor force is competitive, the monopoly is required to pay the men
above-market wages. In the long run, these higher costs result in a less
valuable company,2 weakening its position on the stock markets.

Something else happens when the producer has sufficient monopoly
power in the labor market to discriminate among groups bidding on
work. In this case, depending on the relative elasticity of the labor sup-
ply of male and female workers, it is possible that one group will receive
higher wages than the other. If both labor supplies have positive slopes,
the group with a higher elasticity will receive a higher wage. Two things
must be said regarding this point: first, this definition of discrimination
is not the one used by Gary Becker, and is not based on negative biases
toward any group; rather, it results from the employer having informa-
tion on individual preferences and marginal wages and using this infor-
mation to maximize profits. Second, if the elasticity of women’s labor
supply is higher—as a good portion of the international literature
shows3 —they should receive higher wages than men, which is inconsis-
tent with the discrimination concept of Becker.

2 Defined as the capitalized value of future profits.
3 If women provide a family’s second income, their labor supply is probably more

elastic than that of men, who are usually the primary income providers. C
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When one departs from the ideal competition model, it is possible to
encounter instances in which wage differences are based on longer-term
biases (à la Becker). For example, when labor market data are costly,
wage differences may be generated against minorities. The case in ques-
tion was analyzed by Black (1995) and can be summarized as follows.
Suppose that workers (men and women) are equally productive and have
equal preferences. However, an important group of employers in the
labor market is prejudiced against women to the degree that it will not
hire them. The workers who enter the market do not know who those
employers are and, therefore, their job search is distributed between the
two types of employers. This increases the cost of the women’s searches
because they lose time and resources researching jobs to which they lack
access. The cost of the job search is higher for women than for men, and
their expected benefits are less. Other things being equal, women end
up establishing lower reservation wages than do men, which results in
their expected wages (once the job has been obtained) also being lower.

Statistical discrimination

The statistical discrimination explanation of wage differences, based on
the works of Kenneth Arrow and Edmund Phelps, explicitly recognizes
the difficulty in obtaining information on levels of worker productivity,
which are needed to determine wages. According this theory, employers
cannot observe a worker’s potential productivity. If they can observe in-
dicators of that productivity, they are clearly contaminated by different
levels of statistical noise. Starting from those indicators and their origi-
nal (prior) beliefs, the employer must predict the worker’s productivity,
with the aim of deciding on the wage to be offered. The result of this
process is that each worker’s potential is estimated based not only on his
or her own information, but also on data on the whole group.

Other explanations for wage differences by gender

Beyond discriminatory practices, wage differences can be caused by other
factors. For instance, people from different groups have varying
productivities, and the market may simply reflect these productive char-
acteristics.4 However, depending on the circumstances, variations in

4 One should keep in mind that, even in this case, a portion of the wage differential
can also be caused by discriminatory practices. C
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productivity can be associated with discriminatory practices. For ex-
ample, it is possible that wage differences favor men because they have
higher levels of investment in human capital; but differences in stocks of
human capital can reflect discrimination against women’s access to the
education system or result from wage discrimination in previous peri-
ods, which made it less profitable for the group of women currently in
the labor market to invest in human capital than for the corresponding
group of men.

On the other hand, it is also possible to have wage differences, even
between people with the same productive characteristics, that cannot
be associated with discriminatory practices. For example, wage gaps
can be associated with worker preferences and bidding decisions re-
lated to certain characteristics of the same jobs. These wage differences
are generally known as compensatory differences. For example, if jobs
involve risk or disagreeable labor conditions (long hours, late hours,
unhealthy working environment, frequent travel, risk of accidents, low
social status, etc.), it is possible that their remuneration includes a pre-
mium to compensate workers. In a free market, the offer for such jobs
would go to workers who are least averse to such conditions (for ex-
ample, workers with less aversion to risk, those more willing to fly, etc.),
while the offer for other jobs would go to workers who would reject
such conditions. On balance, wages in the sector with disagreeable con-
ditions will be higher than in other sectors, and the wage difference will
be compensatory—that is, the minimum necessary to compensate the
marginal worker for the disability implicit in accepting work with un-
desirable conditions. If men are generally less averse than women to
working under undesirable conditions, then such compensatory differ-
ences would be associated with gender differences, but would not result
from discrimination.

Some have argued that preferences have an endogenous component
due to processes of education, socialization, and acculturation. Accord-
ing to this view, gender differences related to such factors as risk toler-
ance, aversion to nighttime work, etc. in some way reflect differences in
the socialization processes of women and men and therefore are not
completely neutral.

Empirical and econometric aspects

As one can deduce from the previous theoretical considerations, the
empirical study of the nature of wage differences is neither simple nor
straightforward. The basic question researchers have asked is if, and in C

o
p

yr
ig

h
t 

©
 b

y 
th

e 
In

te
r-

A
m

er
ic

an
 D

ev
el

o
p

m
en

t 
B

an
k.

 A
ll 

ri
g

h
ts

 r
es

er
ve

d
.

F
o

r 
m

o
re

 in
fo

rm
at

io
n

 v
is

it
 o

u
r 

w
eb

si
te

: 
w

w
w

.ia
d

b
.o

rg
/p

u
b



WOMEN AT WORK: CHALLENGES FOR LATIN AMERICA

144

what way, the gender wage gaps observed reflect discrimination against
women. In order to isolate discrimination effects, factors related to pro-
ductivity and market-related wage determinants (what sector the job is
in, for example) must be controlled for. Wage differences that remain
when economic factors have been controlled for indicate discrimination.

Although many research techniques have been used to achieve this
aim, we limit ourselves to the most common ones: the estimate of in-
come equations (Mincer) and certain types of decompositions resulting
from such equations.

The basic model of analysis is one in which the logarithm of hourly
income can be expressed as a linear combination of a vector of variables
that average the level of human capital and a series of associated param-
eters.

ln Y Xi i= +β υ (1)

where Y equals the hourly income of worker i, X equals a vector of vari-
ables that average the levels of human capital (usually years of education
and measures of experience); β equals a vector of associated parameters,
and υ equals a random error with the usual characteristics (indepen-
dence, expected value of zero, constant variance, normal distribution).
The estimates of β are interpreted as returns to the different types of
human capital expressed in vector X.

Within the context of analyzing salary differences by gender, this equa-
tion is used for a great variety of purposes. One obvious application of
this model in such a context is that of estimating Mincerian equations
for samples of men and women separately and using the results as an
instrument for analyzing the differences.

Mincer’s model has not been free from criticism. One of the more
frequent complaints is its inability to measure skills and quality of edu-
cation. The already lengthy discussion about measuring returns to edu-
cation has shown that excluding such variables generates biased
(optimistic) estimates of the parameters of education and experience.
Unfortunately, the only solution to such a problem is to include in the
regression data on these variables—which are virtually unavailable. In
those few cases in which it has been possible to obtain measurements of
worker skills, the returns to education were found to have been overval-
ued by one or two percentage points.5

5 See Tenjo (1993). In this study, the socioeconomic characteristics of a group of
2,000 workers in Bogotá were analyzed, and a test was applied for general skills (Raven C
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A second criticism is the fact that measurements of both education
and experience (especially the latter) are generally subject to error. Most
available databases lack good measures of relevant experience; often,
the only measurement one can obtain is that of potential experience (age
minus years of education, minus 5). This problem is especially serious
for women, whose participation in the labor force is frequently inter-
rupted because of childrearing. Having a measurement of experience
that contains measurement errors violates the assumption of indepen-
dence in the regression model and biases the estimates of the model’s
coefficients.

Another necessary aspect to bear in mind is the well-known selection
bias and its possible solutions. The selection bias consists of the inability
to include data on the hourly wage of those who are not working, caus-
ing the estimates of the coefficients to possibly result in biases. For ex-
ample, people with above-market reservation wages are excluded from
the estimates. Because having reservation wages higher than market is
not necessarily a random phenomenon, excluding such people prevents
the sample from fulfilling the required random conditions of the econo-
metric models. According to Heckman (1979), ignoring this process of
self-selection can introduce biases into the estimates of the parameters
of the income equation similar to those generated by omitting relevant
variables in the model (specification bias). The commonly used solution
in this case is the Heckman correction, which requires the estimate of an
equation (usually probit), which allows one to predict the probability
that a person will report income.

The correction of selection bias is not free of criticism, either. Accord-
ing to Lewis (1986), in most cases there is no theoretical model to ex-
plain the process of specific selectivity and to indicate the variables that
explain it.6 What is generally done is to include instrumental variables
that are believed to be related to this process. This approach can intro-
duce more problems into the income equations than it solves. In the

Progressive Matrices) and for general knowledge. Based on the results of that test, skill
indicators were constructed and included in the income equations, with the outcome
mentioned in the text.

6 If the only reason for not reporting income is that people are not participating, one
might consider applying the Heckman correction, starting from the labor participation
equation, the theoretical basis of which is rather solid. However, in practice, not report-
ing income can have other causes, such as broad unemployment or employment in
domestic occupations without defined remuneration. This causes additional complica-
tions, the effect of which is not clearly discernible. C
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majority of cases, one does not know whether the process is capturing
the nature of individuals’ decisions or the non-linear effect of the vari-
ables included in the selectivity equation.7

One of the more popular methods for measuring discrimination is
the Oaxaca decomposition. It is based on the previous Mincerian equa-
tion, and takes the following form:

ln lnW W X X Xm w m w m w m w( ) − ( ) = −( ) + −( )β β β (2)

where the subscripts m and w stand for men and women, respectively.
The term to the left of the equals sign can be interpreted as a percentage
salary difference between men and women, and the terms to the right
reflect the two components of the decomposition: the first corresponds
to differences in workers’ productive characteristics and the second (the
remainder) reflects the difference in coefficients.8

Frequently, this last component, the difference in coefficients, has been
interpreted as a salary discrimination measurement. The argument is
that the “betas” are a summary of the rules that the market uses to assess
the amount of human capital of workers. If the rules differ for men and
women, one can speak of discriminatory treatment.

This type of interpretation has been the subject of profound contro-
versy in recent literature. From an empirical point of view, the method’s
most serious problem is the way in which the estimates of the coeffi-
cients capture all biases generated from data problems, errors in the vari-
ables, and selectivity processes. Interpretation of the remainder as a
measure of discrimination is debatable. However, the existence of such
problems is not to say that the remainder does not capture any degree of
discrimination.

Finally, it is noteworthy that no empirical work is without method-
ological problems and questions. The comments here are presented more
as a call for caution in data analysis rather than as a disqualification of
the techniques available.

7 To the authors’ knowledge, there are no statistical criteria for evaluating the quality
of the Heckman correction. Some suggest using the degree of statistical significance of
the lambda variable in the income equation as a criterion. The problem with this crite-
rion is that a low level of significance does not necessarily mean that the variable in
question is irrelevant to the equation.

8 This decomposition is usually done with the average values of the samples used in
the estimate, but it could also be done using other values. C
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General characteristics of women’s and men’s
standing in the labor force

In this section, we examine some of the more general characteristics of
women’s and men’s standing in the labor force and look in-depth at some
related aspects to explain gender wage gaps.

As one can see from Table 5.1, Latin America’s population is generally
young. This is clearly reflected in the age structure of the countries stud-
ied. More than one third of the total population is under 20 years of age
and, in some cases, such as Brazil and Honduras, this group comprises
the highest percentage (in the case of Honduras, exceeding 50 percent).
The group over 50 years of age represents a smaller proportion of the
population (15 percent or less). Only in the case of Argentina and Uru-
guay does the proportion of those 50 years or older exceed 20 percent.
There do not appear to be gender differences in age structure. During
the study period, the proportion of young people fell slightly.

There are rather clear patterns in labor participation, as Table 5.2
shows. Over the last two decades, the level of male participation in the
labor force has been statistically about 70 percent or higher, except in
the case of Argentina, where it fluctuated between 62 and 69 percent
with a downward tendency. Conversely, female participation was much
lower, but showed a clear increase over the 20-year period that the data
cover. The greatest increases in female participation occurred in Brazil,
Colombia, and Uruguay, where levels rose from about 34 percent in the
early 1980s to nearly 50 percent in the late 1990s. Toward the end of the
twentieth century, female participation rates in Argentina (36 percent),
Costa Rica (40 percent), and Honduras (35 percent) were lagging be-
hind those of the other countries (50 percent).

The relationship between labor participation and age takes the form
of an inverted U: it is lower for younger and older people, and higher for
those in between. The highest levels are observed in the 30- to 40-year-
olds, which is the general rule for both men and women (see Table 5.3).
In countries with the highest levels of female participation (Brazil, Co-
lombia, and Uruguay), participation of this age group exceeds 70 per-
cent. There is no evidence to indicate that women interrupt their labor
activity to bear and raise children and afterwards re-enter the market;
that is, fluctuations in their level of participation are not observed.9

9 If women left the labor force to bear and raise children and afterwards re-entered
the market, one would expect their level of participation to fall during the years in C
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TABLE 5.2

Levels of Participation and Unemployment (%)

Participation Rate Unemployment Rate

Country Year Men Women Men Women

Argentina 1980 66.43 28.07 1.89 3.57
1989 68.26 34.83 6.79 6.84
1998 62.48 35.89 10.00 11.82

Brazil 1981 73.08 33.10 4.57 4.61
1989 75.02 38.91 3.34 3.09
1998 73.14 47.78 7.60 12.08

Colombia 1981 69.86 36.46 6.40 9.55
1989 74.26 41.91 9.07 15.19
1998 73.98 50.87 17.29 24.04

Costa Rica 1981 71.77 31.06 9.21 10.30
1989 72.28 35.08 3.86 4.54
1998 72.31 40.57 4.66 6.66

Honduras 1989 71.14 28.58 4.54 4.75
1998 71.94 35.30 3.27 3.05

Uruguay 1981 73.07 36.72 5.31 8.28
1989 74.13 43.59 6.12 10.68
1998 73.39 49.18 7.92 13.39

TABLE 5.3

Levels of Male and Female Participation by age (%) 1998

Argentina Brazil Colombia

Age Men Women Men Women Men Women

Under 20 15.93 8.91 40.72 25.63 30.28 22.84
20 to 29 80.76 50.65 91.30 63.26 88.68 68.94
30 to 39 96.70 57.85 95.56 67.03 97.44 72.12
40 to 49 95.22 58.05 92.83 63.38 96.11 64.14
50 and over 54.90 23.13 64.05 31.42 64.33 25.27
Total 62.48 35.88 73.14 47.78 73.98 50.87

Costa Rica Honduras Uruguay

Age Men Women Men Women Men Women

Under 20 28.60 17.08 39.04 15.00 45.26 29.56
20 to 29 88.00 57.04 92.00 44.96 91.81 72.49
30 to 39 97.80 61.18 97.95 54.35 97.48 74.90
40 to 49 96.08 52.92 97.71 54.96 96.26 72.36
50 and over 61.52 22.89 81.13 30.91 51.65 25.47
Total 72.31 40.57 71.94 35.30 73.39 49.18
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One of the more interesting aspects of the Latin American labor force
is that education levels have increased significantly, especially for women
(Table 5.4). In Argentina, Costa Rica, and Uruguay, women’s average
education levels at the end of the twentieth century were almost a year
higher than those of men. In Colombia and Honduras, women not par-
ticipating in the labor force had less education than men, while those in
the labor force had 0.5–1 year more education than men.10

Unemployment levels (Table 5.2) are higher for women in all coun-
tries except Honduras—the country with the lowest female participa-
tion. In Argentina—the country with the second-lowest female
participation—levels are higher for women, but the difference is very

TABLE 5.4

Average Years of Education

Employed Unemployed Non-participants

Country Year Men Women Men Women Men Women

Argentina 1980 6.0 6.5 5.4 5.5 4.7 5.1
1989 7.1 8.1 6.5 7.3 6.2 6.4
1998 9.7 10.9 8.6 9.8 7.5 8.0

Brazil 1981 4.6 5.5 5.0 6.5 3.6 3.6
1989 5.2 6.3 5.5 7.1 3.7 4.1
1998 5.9 6.9 6.3 7.2 4.5 4.8

Colombia 1981 7.5 7.1 7.4 7.7 6.9 6.2
1989 7.9 8.3 7.5 8.2 6.9 6.5
1998 8.5 9.0 8.2 8.9 6.9 6.8

Costa Rica 1981 7.8 8.7 6.9 8.0 7.5 6.8
1989 8.3 9.2 7.3 7.6 6.9 6.8
1998 9.1 10.0 8.0 8.8 7.3 7.3

Honduras 1989 4.6 6.1 6.4 8.4 4.5 4.1
1998 5.4 6.7 6.7 9.0 5.0 4.7

Uruguay 1981 7.4 7.6 7.2 8.2 5.8 6.1
1989 8.0 8.2 8.0 9.0 6.3 6.3
1998 8.8 9.8 8.2 9.1 6.9 7.1

which this occurs, followed by subsequent increases. One does not observe this in the
available data, which leads one to think that maternity leave is short-term and that
women have child care alternatives (extended family, domestic help, etc.).

10 In general, those not participating in the labor force had lower education levels
than those who participated. This suggests the presence of self-selection among both
men and women, but especially women. C
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small. Conversely, in Brazil, Colombia, and Uruguay in 1998,11 female
unemployment levels were substantially higher than male levels. This
seems to indicate a behavioral pattern worth analyzing in more depth: as
female participation increases, difficulties in securing employment also
increase, relative to men. The case of Brazil is important because it dis-
plays one of the greatest increases in level of participation between 1989
and 1998 (10 percentage points) and, at the same time, it presents in-
creases in female unemployment (from 3 percent in 1989 to 12 in 1998).
These two factors seem to indicate that the Brazilian economy had seri-
ous difficulties in absorbing the growing female labor supply over the
last decade.

Gross income differences by gender: initial look

Before looking at the results of the income comparisons, it is important
to clarify certain concepts. First, one must distinguish between the in-
comes of wage earners (employees and workers) and those of non-wage
earners (independent workers and employers). Second, some compari-
sons are based on hourly income, while others are based on weekly or
monthly income, by country. The estimates of income differentials are
always expressed in terms of percentages to avoid the problem of mea-
surement units. In all estimates, but less so in the regression analysis,
these percentages are arithmetical and are defined as follows:

D
Male income

Female income
= −1 100* (3)

In the regression analysis, the differentials are measured geometri-
cally, as the difference in the natural logarithm between two incomes. It
is important to keep these different methods in mind because they intro-
duce comparison problems between the results of the analysis presented
below and the regression analysis presented subsequently.12

11 The case of Brazil is surprising and requires more analysis. Levels of male and
female unemployment were low and very similar (less than 5 percent). However, in
1998, the female level climbed to levels above 12 percent, while the male level grew to
8%. According to these figures, it would seem that Brazil’s unemployment problem at
the end of the century was almost exclusively a women’s issue.

12 For example, the arithmetic differential of 100 equals a geometric differential of
69.31. C
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Table 5.5 summarizes the differences in monthly income. From this
table, various important conclusions can be drawn. First, with the ex-
ception of Costa Rica, wage gaps in Latin America reveal a clear ten-
dency to narrow. In the case of Costa Rica, the differential climbed
between 1981 and 1989, but since then, it seems to have been slowly
falling (in 1998, it still had not recovered to the 1981 level). Second,
this tendency is not observed in non-wage differentials (independent
workers and employers), except in the case of Brazil. Third, non-wage
income differentials appear higher and more volatile than wage differ-
entials. This is not surprising given that non-wage incomes are mea-
sured using a greater margin of error than wages and because determining
such incomes involves factors not only of the labor market, but also
those of the capital market, such as access to credit, inputs, physical
capital, etc.

Initial decompositions: expected income differences

In this section we expand the analysis of monthly income differentials to
consider other aspects, such as hourly-income differences and differ-
ences in access to employment. In principle, one can define expected
income as the product of three factors: employment opportunities, hours
worked, and hourly income. If we refer to specific age and education
groups, one could express the expected income of an individual of age i
and education j as follows:

Y E W Hi j
k

i j
k

i j
k

i j
k

, , , ,= ⋅ ⋅ (4)

k = m, f (m = male, f = female)

TABLE 5.5

Monthly Income Differential* Between Men and Women (%)

Wage-Earning Non-Wage Earning

1981 1989 1998 1981 1989 1998

Argentina 43.50 36.48 34.74 86.99 136.01 49.55
Brazil 62.89 55.86 40.33 171.78 124.22 103.76
Colombia 38.72 28.73 14.70 67.71 81.08 58.61
Costa Rica 16.65 32.18 21.04 81.62 83.48 124.89
Honduras 9.39 7.08 55.91 44.88
Uruguay 62.71 59.78 52.18 62.71 139.91 62.88

* Arithmetic percentage: Average male income minus average female income
** Values for Argentina are actually for 1980.

** **
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where Y represents expected salary; E equals the employment level (one
minus level of unemployment) that can be expected as the average prob-
ability of securing employment, W is the hourly wage of the group, and
H represents the group’s average hours worked. The wage differential for
the group i, j, in terms of percentages, can be obtained from the logarith-
mic difference as follows:

D Y Y E E

W W H H

i j i j
m

i j
f

i j
m

i j
f

i j
m

i j
f

i j
m

i j
f

, , , , ,

, , , ,

ln ln ln

ln ln

= ( ) − ( ) = ( ) − ( ){ } +

( ) − ( ){ } + ( ) − ( ){ }
   ln

         ln ln

(5)

Starting from this definition, one can obtain average accumulated
differentials for different age levels (accumulating the differentials of each
group j, fixed i), or for different education levels (accumulating the dif-
ferentials of each group i, fixed j). For example, the differential for each
education level j would be expressed as follows:

D D
n

n

n

n
E E

n

n
W W

n

n
H H

j ij
ij

ij

ij

ij
i j
m

i j
f

ij

ij
i j
m

i j
f ij

ij
i j
m

i j
f

= = ( ) − ( )[ ] +

( ) − ( )[ ] + ( ) − ( )[ ]

ln ln

       ln ln ln ln

, ,

, , , ,

(6)

Table 5.6 summarizes the above decomposition. The advantage of
this decomposition is that it allows one to observe the weight of each of
the three components of expected income: employment opportunities,
hourly wage differences, and hours worked. As one can see, there are
important differences between the decreasing tendencies that we found
earlier in the monthly wage differential and expected income behavior.
What we now find is more erratic behavior of highs and lows in the
expected-income differential. In the cases of Colombia, Costa Rica, Hon-
duras, and Uruguay, we find that the component that corresponds to
hourly wages tends to decrease, but this tendency is counteracted by
increases in the differential of employment opportunities or hours worked.
In all of the countries, one observes an increase in the difference be-
tween the weekly hours worked by men and women.13 In such cases as

13 Given that women usually have primary responsibility for child care and house-
hold duties, one could expect they would work fewer weekly hours than men. Never- C
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Brazil and Uruguay, this is the main component of the differential in
expected weekly income; in other cases, it figures less prominently, as in
the case of Honduras and of Colombia in 1981 and 1989. Differences in
employment opportunities, generally, play a relatively small part in ex-
plaining income differential; in some cases, they favor women, as in the
cases of Honduras and Brazil in the 1980s and early 1990s. Only in the
case of Brazil in 1998 and, to a lesser extent, Colombia in 1989 and
1998, does this factor figure importantly. In the case of Brazil, we recall
that it may be related to the market’s difficulty in absorbing the growing
female labor supply, as can be observed in its increasing unemployment
rate.

Generalizing from the data presented in Table 5.6, one would have to
say that there are two fundamental reasons why women receive lower
monthly incomes than do men: the fact that they have a lower hourly
wage and that they work fewer hours per week. Differences in employ-
ment opportunities appear to be important in Colombia and Uruguay,
as well as in Brazil in 1998.

In summary, the principal findings of the above analysis are: first,
there is clearly a tendency to equalize monthly wages, but not non-wage
income, between men and women. Second, with the exception of Ar-
gentina, one also observes a tendency to equalize hourly wages. Third,
the differential between men and women of hours worked per week has
been growing, counteracting, in part, the tendency toward equalization
of hourly wages. Fourth, important differences are apparent in employ-
ment opportunities between men and women in Colombia, Brazil (1998
only), and Uruguay.

Determinants of hourly income: regression analysis

Because the simple comparison of charts and tables makes it too difficult
to control for all factors that intervene in determining incomes of men
and women, the regression-analysis technique is commonly used. As
mentioned, one of the most common models for this purpose is the

theless, the fact that the difference in hours worked between men and women increases
at the same time that the level of female participation increases raises important ques-
tions. There are at least two hypotheses to analyze: one, that women entering the labor
force for the first time work fewer hours (supply-side explanation); and two, that the
new female labor supply has difficulties in the market, which are manifested in fewer
hours worked. C
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human capital model—Mincer’s income model—the simplest form of
which is as follows:

ln W Yedu Exp Expl( ) = + + + +β β β β η0 2 3
2 (7)

where W equals hourly wage, Yedu represents years of education, Exp
equals years of experience, and η represents the random error, with the
usual characteristics (normal distribution, expected value of zero, con-
stant variance, independence between observations and orthogonality
with the regressions).

With some frequency, these models make estimates using the monthly
or weekly wage as a dependent variable. We prefer not to use this be-
cause the correlation between wage and hours worked definitions im-
plies incorporating this last variable into the regression, thereby
introducing the problem of simultaneity, which can bias the estimates.14

The experience variable (Exp) appears in the squared form in order to
capture the decreasing marginal output of that variable. This implies
that β

2
> 0 and β

3
< 0. In principle, the experience variable should mea-

sure the time that an individual has worked, but generally such informa-
tion does not exist. Lacking an effective measurement of experience, one
can use a measure of potential experience, defined as years of age minus
years of education minus 5 (assuming that the person enters the educa-
tion system at five years of age). As previously discussed, it is common
for the above model to use the Heckman techniques to correct the prob-
lem of selectivity.

The Mincerian equations were estimated for men and women, with
and without selectivity correction, for wage earners and non-wage earn-
ers, for each of the six countries studied. The dependent variable, as
mentioned previously, is hourly income. In the cases of Brazil and Costa
Rica, where surveys included information on the various jobs that a person
could hold, income and hours dedicated to the main occupation were
used. In cases where such a distinction was not made, total labor income
and total labor hours were used.

14 The problem of simultaneity arises because weekly income depend on hours worked,
which are an endogenous variable in the system. Under these conditions, the use of least
squares generates biased estimates (bias of simultaneity). The solution to this problem
requires special estimation techniques (estimation of simultaneous equations, use of
instrumental variables, etc.). C
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To correct for the selectivity bias, a version of the Heckman method-
ology was used in which the selectivity and income equations were es-
timated simultaneously, using a method of maximum likelihood,15 which
increases robustness. The selectivity equation was modeled as a labor
participation equation, whereby measures of a person’s reservation wage
and the opportunity cost of not working were included as explanatory
variables. Indicators of reservation wage included the following: remain-
ing household income (family income minus labor income of the ob-
served individual), a qualitative variable that indicates whether the
individual is participating in the education system, a variable that indi-
cates whether the individual is married, and a variable that indicates
whether the individual is a household head. As indicators of the oppor-
tunity cost of not working, the education level and age were included in
the squared form to capture the effect of the life cycle. In addition, a
variable was included to measure level of household unemployment,
defined as the number of unemployed family members divided by the
number of participants.

Results of estimates

As indicated previously, equations for male and female wage-earners and
non-wage earners were estimated with and without selectivity correc-
tion. A summary of these results is presented in Tables 5.7A and B.

In general, the quality of the results is good. In the estimates cor-
rected for selectivity bias, the selectivity equations, for the most part,
have a sizeable number of significant variables, and the signs are those
expected. The income equations present the correct signs and high lev-
els of significance, and the results are generally consistent. Because the
Heckman estimate is made using the method of maximum likelihood
and includes the estimation of a nonlinear equation, there is no coeffi-
cient that indicates the degree of goodness of fit (such as the R-square of
linear equations). However, the hypothesis of which the coefficients of
the system of equations equal zero are clearly reflected in all cases where
the Chi-square test is based on the likelihood coefficient.

The equations without the selectivity correction are also of sound
quality. The R-square coefficients vary between 0.15 and 0.5, which is

15 In the original version of Heckman, the estimate is made in two steps: first, a
probit model is estimated and second, the regression equation is estimated. C
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typical of this type of estimate.16 In general, the estimates for wage earn-
ers (whether using the method of maximum likelihood or least squares)
are of higher quality than the methods for non-wage earners because the
former group’s income is more accurately measured and more stable than
that of the latter.

It is noteworthy that the selectivity correction seems to have only a
small effect in estimating returns to education. In most cases, returns to
education in the corrected equations were between only 0.5 and 1 per-
centage point less than in the uncorrected equations only. Returns to
experience appear to be more sensitive to the selectivity correction, but
the direction in which they are affected is unclear.

The selectivity correction has an added effect in this analysis. Since
this equation is based, in part, on relevant household variables—such as
income of the rest of the family—the Heckman procedure excludes in-
dividuals that live in the home, but that are not part of the family (for
example, domestic-service employees). As we will see further on, this
seems to be more important in some countries than in others.

In general, only Costa Rica and Honduras show a clear difference in
returns to education for women and men (in favor of men). For the
other countries, the differences are very small and change from one year
to the next.

The potential-experience variable enters into the equations in squared
form; therefore, its returns depend on the levels. In Table 5.8, returns
are estimated at average levels of potential experience. Moreover, the
squared form includes the possibility of marginal returns to experience
(level of return) increasing or decreasing and existing at a level that
maximizes or minimizes the variable’s effect. This makes it possible to
identify a critical level of experience,17 from which the outputs change
direction. By comparing this critical point with the average levels of ex-
perience, one can determine whether the yields from experience are in-
creasing or decreasing. Results indicate that, in the majority of cases,
levels of return increase with experience.

An apparent trend among wage earners is that the average rate of
return to experience is higher for men than for women in Argentina and

16 Cross-sectional estimates such as these always include a significant magnitude of
statistical “noise” that makes the R-square coefficients of 0.5 considered high.

17 The critical level of experience is expressed by –β2 /(2*β3). The conditions for a
maximum and minimum are: maximum: β2 > 0 and β3 < 0; minimum: β2 < 0 and
β3 > 0. C
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Uruguay. In Brazil and Costa Rica, women had excellent returns in 1981
and 1989, but much lower ones in 1998. In Colombia, the return to
experience for men has remained relatively stable, while the return for
women tended to decrease over the study period. Returns to experience
for non-wage earners are more volatile and do not reveal any clear pat-
tern. In general, the average levels of potential experience are much higher
for non-wage earners (independent workers and employers). This can
be an indicator of a behavioral pattern in which people start their work
life as wage earners and, after a period of time, become independent and
start their own businesses. The time spent as wage earners helps them
gain sufficient knowledge of the nature of the business and accumulate
the basic capital needed to establish independence.

Are there differences between

men and women in income equations?

The basic reason to use the income equations is for the Oaxaca decom-
position of difference in labor income. An important part of this decom-
position is based on the difference between the equations’ coefficients.
An aspect worth studying is whether there is statistical evidence that the
coefficients of the equations for men and women differ.

To determine this, one can use the Chow test,18 in which the null
hypothesis states that the parameters of the income equation for men
are equivalent to those for women. Given that this test uses the F distri-
bution, is it necessary to use income equations without the selectivity
correction.19

The results of the Chow test show that, without exception, the hy-
pothesis of equality of the equations is rejected. This leads one to con-

18 The Chow test compares the difference in the sum of errors squared between an
equation estimated under the assumption that the coefficients are equal (restricted esti-
mate) and another in which the coefficients differ (non-restricted estimate). If the null
hypothesis is correct, the difference should be small and vice versa. An F distribution is
used for the test with a number of degrees of freedom in the numerator equal to the
number of restrictions (parameters in the restricted equation), and in the denominator
equal to the number of men, plus the number of women, minus twice the number of
estimated coefficients in the equation.

19 It is possible to design a similar test for equations corrected for selectivity bias;
however, given that the estimation method is that of maximum nonlinear likelihood, it
is necessary to use the reason of likelihood. Unfortunately, the program does not report
the appropriate coefficient; thus, we omitted it. C
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clude that, in effect, there is strong statistical evidence that the coeffi-
cients of the equations for men and women differ.

The implication that the coefficients of the equations differ is the sub-
ject of controversy. Some people interpret this difference as evidence of
discrimination in the labor force. Others have alternate interpretations.
Those who argue that the difference in coefficients reflects different (and
possibly discriminatory) treatment between men and women claim that
the coefficients reflect the market’s rules of the game.

From this empirical point of view, however, one discovers that the
coefficients of the equations differ but are not always greater for men.
The only coefficient of the income equation that is systematically greater
for men is the interceptor of the equations corrected for selectivity (and
with a few exceptions, that of the uncorrected equations). The intercep-
tor is the basic wage (income that a person would receive without any
education or experience). The wage that a person receives can be inter-
preted as that basic wage plus the corresponding outputs from different
forms of human capital. According to this interpretation, women enter
the market with the disadvantage of lower wages because the basic wage
is lower and, even though their returns to education are higher, they do
not compensate for the initial disadvantage.

In the case of gender wage differences, quality of education differ-
ences are especially relevant. Whatever differences in educational qual-
ity exist between men and women, they can be reflected in different
returns to education, and, in this sense, one can speak of “discrimina-
tion.” However, it would be a type of discrimination prior to entering
the labor market, which would only be reflected in different wages for
men and women. This is a point on which much analysis, both theoreti-
cal and empirical (especially the latter), is still lacking. However, the
available evidence seems to indicate that differences in educational quality
are not as relevant as some have argued. In effect, if such a hypothesis
were true, the returns to education for women would be lower than
those for men; however, what one finds is that at times they are, while,
at other times, they are not. In such countries as Colombia, Costa Rica,
and Honduras, the returns to education are always greater for women
than for men, at least in the equations corrected for selectivity. In the
other countries, sometimes the returns for women are greater than those
for men; at other times, they are not. In none of the six countries studied
are the returns always greater for men than for women.

Something similar occurs with returns to experience. There is no clear
pattern that indicates that some returns are greater than others or vice
versa. It is important to highlight that, lacking a better measure of expe- C
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rience, the estimates were made with what is called potential experi-
ence. This can have implications for the estimates of returns to experi-
ence. In the case of men, potential, and possibly actual experience levels
are similar, and the differences that exist between the two could be due
to periods of unemployment, illness, etc. In the case of women, there
exists the possibility of a much larger discrepancy between the two types
of experiences because women can be out of the market for long periods
of time in order to raise a family. If this were true, the estimated returns
to experience would capture this measurement error, which would be
manifested in a subestimate of the true returns. However, the statistical
data presented previously does not seem to indicate that this temporary
retirement is as characteristic of female behavior in Latin America as it
can be in other regions,20 possibly because the family structure (extended
family) and the existence of domestic help serve as a support mecha-
nism for the working woman during such time.

In general, what the results discussed thus far indicate is that the
structures of the income equations for men and women are statistically
different; however, we still do not clearly understand why or what this
difference signifies. The Oaxaca decomposition that we present below
allows us to revisit these questions.

Decomposition of wage differences

One of the most common methodologies for analyzing wage differences
between groups is the Oaxaca decomposition, which divides the aver-
age salary differences in two: one component owing to differences in
the average productive characteristics of the two groups and the other
(residual), which reflects the differences in the coefficients in the in-
come equations. More specifically, the differential can be expressed as
follows:

ln lnW W x x Xm w m w m w m w( ) − ( ) = −( ) + −( )β β β

20 In the statistics, one does not see a decline in the level of female participation
during child-raising years, followed by increased levels during older years. Similarly, in
the studies on labor participation—and in the equations of selectivity correction pre-
sented in this chapter—having children does not seem to have as clear an effect as one
might expect (even though it does have some effect). This is not necessarily to say that
family obligations do not affect women’s labor situation, but that their effect is not mani-
fested so directly in the level of participation or that it is influenced by other factors. C
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where the subscripts m and w represent men and women, respectively,
W reflects the average hourly wage, X

i
is the vector of the averages of

productive characteristics (education, experience, and experience squared
in our case) of group i, and β

i
represents the vector of the parameters of

the income equation estimated for group i. The fact that the wage differ-
ences are in logarithmic terms allows one to interpret them as percent-
age differences,21 and, for this reason, the composition does not depend
on measurement units of income or wages. The first term to the right of
the equals sign reflects the contribution of the differences in human capital
(characteristics) between men and women, evaluated in accordance with
the returns corresponding to men. The second term represents the con-
tribution of the differences in returns. As we have already stated, this
second component is often taken as a measurement of discrimination.22

The test of coefficient differences previously discussed basically indi-
cates that this last component is statistically significant, except in the
case where the difference in coefficients and the measurements of hu-
man capital (in the case of men) are orthogonal.

A summary of the results of the Oaxaca decomposition appear in Table
5.9. The conclusions that can be drawn from this summary are as
follows:

1. During the period analyzed, one observes a very strong tendency
toward a decreased difference in hourly earnings in all countries
except Costa Rica. In Argentina, Colombia, and Honduras, the es-
timated difference through equations corrected for selectivity indi-
cates that, at the end of the study period, women were earning
higher wages than men.

2. The same tendency is observed regarding non-wage hourly income
(independent workers and employers), although, in this case, the
differences are still large (over 15 percent).

3. The main reason for these wage and non-wage gaps decreasing
during the study period is the decrease in differences in produc-
tive characteristics. For 1998, in all of the countries studied, wage-
earning women had higher rates of human capital than did men,

21 However, by being geometric percentage differences, these differences are not
strictly comparable to those presented in the earlier tables, which are arithmetic differ-
entials. In general, geometric differences tend to be smaller than arithmetic ones be-
cause they are based on continuous changes, while arithmetic ones assume discrete
variations.

22 There are other forms of wage-differential decomposition, a good number of which
are based on changing the weightings of the terms.
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making the component known as characteristics negative—a dif-
ference favoring women. The reason that the total wage differen-
tial continued as positive in most countries was, in fact, because
the difference in coefficients favored men.

4. Even in the case of non-wage income differentials, the changes in
differences in characteristics play an important role in the decrease
of the total differential, even though, in this case, exceptions oc-
cur, as in the case of Brazil.

Clearly, hourly income differences are much greater between inde-
pendent workers and employers than between wage earners. This may
have various causes, among which two appear important: one, the fact
that non-wage incomes may have a much larger measurement margin of
error than wage incomes23 and two, that non-wage incomes depend not
only on the quantity of individual human capital, but also on physical
and financial capital. In so far as the financial and capital markets fail to
perform adequately, their differential effect contributes to increasing the
differences between genders.24

One can observe that the measurement of hourly wage differences
differs, depending on whether it is based on equations corrected or un-
corrected for selectivity. The explanation of the difference is that the
selectivity correction excludes people for whom data are lacking on the
variables of the selectivity equation. This is the case, for example, for
people who work in domestic services and who live in the household in
which they work (internal), about whose family there is practically no
information. Another group that remains excluded is tenants and non-
relatives who live in a household. The case of domestic service is impor-
tant because, in many countries, it involves an occupation that is almost
exclusively female, with very specific working conditions, poorly de-
fined working hours (owing to the workplace and residence being the
same), and pre-capitalistic work relationships.

23 This not only involves the problem of measurement and proper reporting of in-
come, but also the periodicity and variability of non-wage incomes. In the case of wage
incomes, it is much easier to know the total by period (month, week, etc.) because the
payments are fixed and regular. In the case of non-labor income, the payment periods
and totals are variable, possibly affected by seasonal and cyclic factors. This makes the
figures for non-wage income less reliable than those for wage income.

24 Often one mentions income differences between men and women as a factor inde-
pendent from differences in access to capital markets, the fact that the rules for allocat-
ing credit (for example) discriminate against women, and the fact that, in general, women
have more difficulty in backing loans. C
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In the case of Colombia, the inclusion or exclusion of domestic ser-
vice workers changes the previous conclusions in an important way: By
including the group “internal girls,” as they are called in Colombia, wage
differentials favoring men increase,25 and that portion of the differential
corresponding to characteristics increases, reflecting the fact that do-
mestic service workers may be the group with the least marketable skills
and lowest wages.

Evidence of discrimination against women

The results  above show some intriguing aspects, even though they leave
a wide margin for interpretation. Further on, we discuss some of those
interpretations seeking to suggest to what extent they are consistent with
some of the main hypotheses on wage discrimination. The following
points summarize the principal results obtained from the previous econo-
metric analysis:

1. Nearly all the countries have wage differences that favor men, ex-
cept for Argentina and Colombia for the year 1998 and Honduras
for the whole period studied. The case of Honduras is interesting
because it has the lowest level of female participation of all the
countries studied and the differences favoring women are caused
primarily by the characteristics component. Moreover, the sign of
differences changes with the Heckman correction.

2. The gross differences have tended to decrease, except for Costa
Rica between 1981 and 1989.

3. In the Oaxaca decomposition of wage differences, one finds that
the characteristics component has been negative in most of the
cases studied, with the following exceptions: Costa Rica in 1981,
Uruguay in 1989, and Colombia in 1981 (without selectivity cor-
rection).

4. The characteristics component has tended to decrease (becoming
increasingly negative), reflecting the tendency of women to accu-
mulate human capital more rapidly than men. This is what pro-
duced the decrease in the gross or average differences.

5. The residual component (difference of coefficients) has been posi-
tive (except for Costa Rica in 1981) and has fluctuated over time
without a definite trend.

25 The negative differential (that is, that in favor of women) of 1998 is converted into
a positive differential (in favor of men). C

o
p

yr
ig

h
t 

©
 b

y 
th

e 
In

te
r-

A
m

er
ic

an
 D

ev
el

o
p

m
en

t 
B

an
k.

 A
ll 

ri
g

h
ts

 r
es

er
ve

d
.

F
o

r 
m

o
re

 in
fo

rm
at

io
n

 v
is

it
 o

u
r 

w
eb

si
te

: 
w

w
w

.ia
d

b
.o

rg
/p

u
b



WOMEN AT WORK: CHALLENGES FOR LATIN AMERICA

176

6. When one observes the residual of the decomposition or compo-
nent corresponding to differences in coefficients, one finds that, in
general, the interceptor of the equation is always greater for men
(in the case of wage earners). Conversely, the returns to education
are nearly always greater for women, with the exceptions of Argen-
tina in 1989, Brazil in 1998, and Uruguay in 1989.

The fact that average wage differences favor men but have decreased
over time (items 1 and 2 in the numbered list above) is consistent with
the general predictions of the discrimination model of Becker. However,
as items 3 and 4 indicate, this average decrease is caused mainly by the
fact that the productive characteristics of women have increased more
rapidly than those of men. The residual of the Oaxaca decomposition
does not appear to have any clear trend. This is inconsistent with Becker’s
theory, according to which wage differences, controlled by levels of skills
and productivity, should decrease over time.

On the other hand, item 6 in the above list seems to indicate a differ-
ent relationship from what Becker’s model would suggest. It suggests
that, controlling for experience, the wage differences between men and
women are high for low skill levels and decrease as individuals’ educa-
tion levels increase. This behavior suggests an apparent relationship
described in our discussion of the theory of statistical discrimination.
According to this theory, years of education are not a measurement of
human capital (or they are but are subject to error) without an indicator
of productivity. Gender is another indicator of productivity, which, com-
bined with education, is used to predict workers’ productivity levels.
Clearly, the prediction is subject to error and assumes that the error is
random in nature and is greater for men than for women.

If the statistical discrimination theory explains the econometric re-
sults encountered, then the question one must ask is which one is the
rationale for this type of behavior on the part of employers. Any answer
should keep two factors in mind: first, an explanation of why average
levels of productivity are lower for women than for men (in terms of the
model presented earlier, because the coefficient b has a negative sign);
second, why the estimates for women’s productivity have a greater vari-
ance than that of men.

One possible answer can be found in the traditional structure of Latin
American society and the roles that men and women play within it. Al-
though important changes may be discerned among the younger gen-
erations, one can state that currently, the primary responsibilities of women
are childrearing and child care, administering and organizing household C
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duties, handling emergencies and unexpected events (such as children’s
illnesses, etc.). This means that the labor force activity of married women
mainly, but also single women, competes with other activities that they
perform outside the market. A large quantity of anecdotal evidence indi-
cates that women who have remunerative employment carry out a double
workday, with both long working hours at home and working for pay.
For women who have this dual activity, family obligations can become a
key constraint to remunerative work.26  For example, it is more difficult
for them to take on extra work hours, attend training courses outside of
regular working hours, take trips that involve being away from home for
several days, etc. This may significantly limit these women’s productiv-
ity in relation to that of the men, who have fewer activities competing
with their remunerative work time; it also justifies the fact that employ-
ers consider that, on average, women are less productive than men.

It is true that the above-described restriction does not apply to all
women. On the one hand, not all women are married, and on the other,
some married women have alternative means of managing responsibili-
ties of administering the household and caring for children, which allow
them to devote more time to their paid work activities. The problem for
employers is that it is very difficult to predict which women have the
greatest and least constraints in terms of a double workday and, even
more importantly, how such restrictions will change in the future. For
this reason, predicting female productivity is subject to greater variance
than predicting male productivity.

As indicated earlier, this model predicts that the relationship between
years of education and productivity (from which the wage is set) differs
for men and women. The wage differences are greater for lower skill
levels and decrease as years of education rise. Women’s rates of return to
education are greater than for men, but wage levels are lower. This closely
coincides with the results of the econometric analysis previously pre-
sented. Moreover, the higher returns to education for women can help
explain why they have accumulated human capital more rapidly than
men.

The nature of this type of discrimination is a combination of informa-
tion problems in the market and a culture that assigns specific roles to

26 In some cases, female absenteeism from work due to “problems at home” has been
documented. Some have argued that the frequency of male absenteeism does not differ
much from female absenteeism, but the reasons do. However, the point we are trying to
emphasize does not depend only on work absenteeism; it also depends on the amount
of effort and dedication that workers can devote to labor activities. C
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women and men. Most women end up earning lower wages than men
because they are judged on the basis of women’s expected average pro-
ductivity. Obviously, the policies that would emerge from this type of
analysis differ from those that would result from a diagnostic in which
wage differences are caused by discrimination based on Becker-type bi-
ases. In the case of statistical discrimination, one would consider two
general types of measures. The first would be direct or subsidiary ser-
vices to support the work of household care and childrearing, such as
the creation of good quality nursery school services, with adequate hours
of service and other measures directed at decreasing women’s double
workday. The second would comprise educational and training cam-
paigns so that men can take charge of some of the child-raising and
household duties.

Conclusions

The analysis carried out allows us to draw some interesting conclu-
sions and consider some policy lines. The main conclusions are as fol-
lows:

1. In the countries studied, with the exception of Costa Rica, there is
a clear tendency toward equalizing monthly wage incomes.

2. This tendency toward wage equalization, however, is not observed
in non-wage incomes. Because non-wage incomes have to do with
the functioning of other markets, as well as the labor market, a
possible explanation for such a discrepancy would have to be found
in the functioning of these markets. For example, in the income
differences of independent workers, access to capital markets can
play an important role.

3. Hourly income differences between men and women are decreas-
ing, with certain exceptions, such as Costa Rica. In effect, in the
cases of Argentina, Colombia, and Honduras, the average female
hourly wage exceeds the male hourly wage, if domestic service
employment is excluded.

4. The main reason for women’s monthly wages being lower than those
of men is that women work fewer hours than men. The difference
in hours worked per week has been increasing. The reasons why
women work fewer hours than men can be on the demand or sup-
ply side, but it is more likely that supply-side reasons predomi-
nate. This is consistent with the “double workdays” that women C
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work (at the workplace and at home), which limit their ability to
take on extra work hours, etc.

5. In general, differences in employment opportunities (measured from
levels of unemployment) were not found to be an important factor
in determining expected incomes, except in the cases of Colombia
and Brazil in 1998. In Colombia, women have had significantly
higher levels of unemployment than men over the 20-year period
analyzed; it was estimated that this has had a bearing on a growing
component of expected wage differences of men and women. For
1998, this component represented more than one third of the dif-
ferential. The problem in Brazil appears to be more current since
differences in levels of unemployment only appear for 1998. Until
1989, gender differences in employment opportunities were al-
most nil.

6. The regression analysis and Chow tests show that, in effect, deter-
mining the incomes of men and women is done using different
mechanisms. This indicates that, in the Oaxaca decomposition, the
residual is statistically significant. However, its interpretation is not
an easy task. In many cases, such a remainder is interpreted as
evidence of discrimination against women, but according to the
analysis carried out in this study, that interpretation does not ap-
pear correct. What we find is that the residual is a positive sign for
the simple reason that the difference of interceptors in the male
and female equations is positive (that is, men have an advantage).
However, the returns to education for the same levels of education
are greater for women than for men. If the discrimination hypoth-
esis of Becker (1971) were true, one would expect that this re-
mainder would also be positive. However, results show the opposite.

7. The study suggests a hypothesis for interpreting the results that
falls within the general lines of statistical discrimination theory.
According to such a hypothesis, the reason why women are treated
differently than men in the labor market is based more on socio-
cultural factors related to women’s position in society generally and
the roles they are assigned. As a result, women, on average, have
such activities as childrearing and household management that
compete for their available time in the labor market (double work-
day). For employers, these activities introduce a risk factor and
uncertainty about decisions related to contracting women, and end
up penalizing them with lower salaries. However, the penalization
is not uniform. If women or their families have incomes to shift
around, these risks could be partial and the penalty decreases. This C
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may be correlated with the woman’s education level; for this rea-
son, the penalty may decrease as years of education increase. The
resulting situation, as one observes from the estimates, is that the
returns to education are higher for women than for men, but the
interceptor of the equation is lower.

Some comments on policy aspects

Seldom does one find materials on antidiscriminatory policy in the eco-
nomic literature, even in the more developed countries. For this reason,
the comments that follow are intended only to open up discussion on
the topic. In general, there are three types of antidiscriminatory policies:
1) affirmative action, 2) equal pay for equal work, and 3) direct subsi-
dies for female work. The first and third groups of measures are those
most referred to in Latin America.

Affirmative action consists of such measures as imposing job quotas
for women in certain occupations, key positions, or high-salary posi-
tions.27 Generally, it is argued that such measures have a short-term,
negative effect in terms of productive and cost efficiency, but they can
have long-term benefits in terms of both equity and social efficiency.
Coate and Loury (1993b) analyze these aspects in a model in which
discrimination is based on stereotypes that make it more difficult (not
impossible) for women to have access to higher-paying positions in com-
panies. The short-term result is that the returns to investing in human
capital are lower for women than for men. In the long-term, women
invest less in human capital and thus confirm the stereotype that they
are less productive than men. The effects of affirmative action can im-
prove or worsen the situation. On the one hand, improving the likeli-
hood that women have access to better-paying positions also improves
the expected returns to investing in human capital. However, these au-
thors point out the possibility that the opposite could result, which
would occur if, in order to improve women’s access to such positions, it
is necessary to lower standards to the point that women would not need
to invest in human capital in order to obtain the positions. In this case,
affirmative action ends up confirming the stereotypes that it tries to
fight.

27 An example of this type of policy is the Colombian government’s law of quotas,
which was approved in 2000; according to this law, 30 executive positions in the gov-
ernment should be held by women. C

o
p

yr
ig

h
t 

©
 b

y 
th

e 
In

te
r-

A
m

er
ic

an
 D

ev
el

o
p

m
en

t 
B

an
k.

 A
ll 

ri
g

h
ts

 r
es

er
ve

d
.

F
o

r 
m

o
re

 in
fo

rm
at

io
n

 v
is

it
 o

u
r 

w
eb

si
te

: 
w

w
w

.ia
d

b
.o

rg
/p

u
b



EVOLUTION OF SALARY DIFFERENCES BETWEEN MEN AND WOMEN IN SIX LATIN AMERICAN COUNTRIES

181

The information presented in this chapter shows that, over the past
20 years, the levels of women’s accumulated human capital have ex-
ceeded those of men. In this sense, it is unclear whether affirmative ac-
tion policies offer important avenues for improving women’s situation in
the labor market. However, this is a point that requires further research.

The second type of measure, “equal pay for equal work,” has been
explored even less in the economic literature. The superficial impres-
sion is that, in those countries in which this type of policy has been
implemented, such as Canada, it has been very difficult to find operative
criteria for defining “equal work” in a broad context. On the other hand,
in some studies (see, for example, Castillo and Barrero 2000), it has
been documented that at least the large companies set salary scales guided
by market criteria without explicitly including gender criteria (each po-
sition in the company has predetermined salaries, whether the position
holder is a man or woman). In the work of Castillo and Barrero (2000),
wage differences in the financial sector of Colombia are found to be caused
more by women’s difficulty in getting certain jobs, problems that have to
do, above all, with family situations and obligations. Women who have
achieved such positions have done so at a higher personal cost than men
(divorces, not having children, etc.). If, as this study suggests, such dif-
ferences are caused by factors more related to female roles in the home
and a double workday than to employer biases, then another type of
measure could be more relevant.

The policy measures most often discussed in Latin America involve
direct or indirect subsidies to female work. The creation of such subsi-
dies recognizes that it can be more costly for employers to hire women
and that it can be more costly (in terms of opportunity cost) for women
to accept jobs in the market. This type of subsidy would include mater-
nity compensation, nursery schools for infants, kindergartens for school-
age children, etc. To the authors’ knowledge, there has been no evaluation
of this type of subsidy and its effect on female participation in the labor
market or the intensity (hours worked per week) of their participation.
The little evidence available from studies on the determinants of female
participation indicate that, when women control their marital status,
having children in the household often does not have the negative effect
one would expect in labor-market participation because there are alter-
natives for child care, such as domestic-service workers in the home and
the extended family. Even though these results can have elements of
spurious correlation or reverse causality (women work because they have
domestic service, or they have domestic service because they work), the
result suggests that decisions of female participation are influenced by C
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many factors related to family structure and support of the extended
family.

As suggested by the results of this study, it is through this third type
of policy women’s equality in the labor market can be most effectively
promoted.
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